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Featured Q&A with Our Board of Advisors

Despite Brazil's aspirations to
assume a greater role on the
international stage, its spending
on defense has been relatively
mo so far during this decade, at about
2 percent of GDP in 2005. What is Brazil's
mid- to long-term defense strategy and to
what degree does it complement or not
complement foreign policy priorities?

Guest Comment: Paulo Wrobel:

"It seems that Brazil's low defense

spending is incompatible with

great power aspirations. There
are, however, sensible explanations of why
this is not the case. The first is that Brazil's
environment in South America is quite
benign. There is no clear-cut threat.
Moreover, the last war Brazil fought in its
territory was in the 1860s. That is, diplo-
macy has been the way to resolve disputes.
This has been done quite effectively since
Brazil became independent to consolidate
its vast frontiers with ten neighbors. The
second crucial aspect is that society does
not accept much higher levels of defense
spending. Even during the long period of
military rule (1964-1985), when spending
was up and the military had a plan for
Brasil-potencia, no long-term policy to turn
Brazil into a military power was imple-
mented all the way. It seems then that what
Brazil is trying to do is to project influence
and power via soft power, meaning eco-
nomic growth, democratic values, a stern
defense of its own interests, and activism in
world affairs, at both global and regional

Inside This Issue

levels. Brazil is consolidating an image of a
responsible player in international peace
and security; its leadership in the peace-
keeping operation in Haiti, for example, is
a case in point. The use of soft power is
considered a good strategy to build up a
reputation as a big player and the image of
a moderate and responsible nation."

Guest Comment: Myles
Frechette:  "Because  Lula’s
Workers Party has leftist roots
and because a right-wing military
dictatorship ruled Brazil for almost 30
years, his government avoids friction with
its armed forces. Brazil's mid- to long-term
defense strategy calls for moderate spend-

Continued on page 3

PHOTO OF THE DAY

President Hugo Chavez on Tuesday
declared an end to Venezuela's "per-
verse" 1990s liberalization of its oil sec-
tor. See story on page 2.
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NEWS BRIEFS

Annual Inflation in Venezuela
Hit 19.4 Percent in April

Venezuela's consumer prices, espe-
cially for food and health services,
rose 1.4 percent in April, bringing
the country's annual inflation rate
for the 12 months through April to
19.4 percent, the highest rate in
Latin America, Bloomberg News
reported on Tuesday. Annual infla-
tion through March was lower at
18.5 percent.

Mexico: Unhindered Cross-Border
Trucking to Start in July 2008

Mexican and US cargo trucks will be
able to freely cross the border start-
ing in July 2008, the Mexican gov-
ernment said Tuesday, according to
Reuters. Trucks from 100 companies
chosen from each country will be
able to freely travel across the border
starting on July 15 of this year in a
year-long pilot program, Mexican
officials said. Twenty-five companies
from each country will added to the
program each month between July
and October, they said. The US has
long resisted opening its highways to
Mexican trucks amid opposition by
labor groups, which say Mexican
trucks do not meet US safety stan-
dards.

Casino, Cencosud Agree to
Form Colombian Retail Chain

France's largest supermarket chain,
Casino, and Chile's largest retailer,
Cencosud, have agreed to form a
joint venture to develop a home
improvement chain in Colombia,
the companies announced in a press
release this morning. Capitalized at
$200 million, the venture will be 70
percent owned by Cencosud, which
will be responsible for the day-to-
day management of the new opera-
tion, while Casino will have a 30
percent stake and involvement at the
board level.
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Economic News

Venezuela Seizes Control
of Heavy Oil Projects

President Hugo Chavez on Tuesday
declared an end to Venezuela's "perverse”
1990s liberalization of its oil sector after
the government seized operational control
of four heavy oil projects. Backed by
troops, workers moved to occupy the
installations in Venezuela's Orinoco belt,
while Chavez led a rally of thousands of
red-clad workers to celebrate the event,
calling the takeover a blow to US imperial-
ism. "Today, finally we have buried 10
years of a perverse process that was called
oil liberalization," Chavez said, according
to a press release posted on the Web site of
state-owned oil company PDVSA. "Oil
liberalization was nothing more than an
attempt by imperialism to become forever
owner of the biggest oil reserve in the
world." Chavez had vowed to seize control
of the heavy oil projects, in which foreign
oil companies such as Chevron,
ExxonMobil, and ConocoPhillips, have
invested billions of dollars, by the symbol-
ically important May Day labor holiday.
While the companies agreed to comply
with yesterday's deadline, negotiations of
the terms of the takeover, in which PDVSA
is to have a minimum 60 percent stake in
each of the four projects, are ongoing,
with a deadline of June 26 for their com-
pletion. Chavez has invited the companies
to stay on in the projects as minority part-
ners. [Editor's note: see related Q&A in the
March 7, 2007 issue of the weekly Latin
America Energy Advisor.]

Correa Says He Plans to End
Exploitation of Workers

Ecuadorean President Rafael Correa said
Tuesday he plans to curb exploitation of
workers by multinational companies and
reduce the number of contract workers
employed by the government, Reuters
reported. "We allow multinationals with
lots of capital to exploit us and choose a
country that offers them more advantages
... That has to end,"” Correa was quoted as
saying in a speech to workers to mark the
May Day labor holiday. Major foreign
companies operating in Ecuador include
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firms such as Spain's Repsol and Brazil's
Petrobras. Correa, who took office in
January, has vowed to renegotiate con-
tracts with oil companies in Ecuador, the
fifth-largest producer of crude in South
America. In his speech on Tuesday, Correa
also branded as "shameless" the practice of
hiring contract workers who are not pro-
vided with health insurance or adequate
working conditions. His speech came
amid threats by thousands of contract
workers employed by state-owned oil
company Petroecuador to strike this
month if the government does not
improve working conditions. In his
speech, Correa also promised to extend
the minimum wage to all workers in
Ecuador, and called for the creation of a
regional labor code in Latin America to
halt competition among neighbors,
according to Reuters.

Political News

Fidel Castro a No-Show
at Cuban May Day Parade

Cuba's Fidel Castro did not show up
Tuesday to celebrate the annual May Day
parade in Havana, causing speculation
about the aging leader's health. Castro's
brother, Raul, who has led the Communist
nation since Fidel underwent emergency
intestinal surgery last July, appeared at the
ceremony instead. It was only the third
time in almost five decades that Fidel has
missed the May Day event, according to
the Associated Press. The 80 year-old
leader has not been seen in public since
undergoing surgery, although the govern-
ment has occasionally published photos
and video of him. Hundreds of thousands
of Cubans marched in Revolution Square
on Monday, with some chanting "Fidel!
Fidel! Fidel!" the South Florida Sun-
Sentinel reported. "l know | express the
unanimous feeling of our people when 1
send the most fervent wishes for recovery
to he who has not only been with us on
days like this, but has guided us with his
proverbial wisdom for more than 50
years," Salvador Valdes, secretary general
of Cuba's central workers union, was
quoted as saying in a speech at Tuesday's
event.
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Featured Q&A
Continued from page 1

ing because there is no credible external
threat. Recent expressions of concern in
Brazil over Venezuela's interest in acquir-
ing arms seem aimed at encouraging its
neighbor to spend on poverty reduction
rather than on facing non-existent
threats. Brazil's armed forces are the
largest in Latin America. Brazil is also the
largest country in the region. It is pro-
tected by the Atlantic Ocean to the east
and the Amazon jungle to the north and
northwest. Its neighbors pose no threat.
In the late 19th century, Brazil was
expansionist. Since then, Brazilian for-
eign policy has used its military abroad
only in the service of the international
community. During the First World War,
Brazil helped the Allies patrol the
Atlantic; in World War 11, its army fought
in Italy; in 1965, Brazil was part of the
OAS intervention force in the
Dominican Republic. Since then,
Brazilian troops have participated as
peacekeepers, particularly in Lusophone
countries such as East Timor and in
Africa. Today, a Brazilian commands the
military component of the UN
Stabilization Mission in Haiti."

Guest Comment: Thomaz

Costa: "Compared to the late

seventies, Brazil's grand strate-

gy (as Robert Art poses: how
military power should be employed to
achieve a full range of goals the state is
seeking) is fragmented, and it clashes
with the country's current aspirations of
being a global player in world politics.
Low military expenditures seem to be
coherent with the positive economic
integration trends in South America and
the absence of perceived violent threats
from other countries, terrorists, or insur-
gents. Successful public diplomacy and
economic needs dominate Brazil's
approach to foreign policy. Without
structural demands or vision, the formu-
lation and implementation of Brazil's
defense policy is reduced to bureaucratic
politics and narrower parochial
demands of each service. The military
budget is very revealing. The accounts
show a lack of support for long-term
weapons projects; national arms pur-
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chases have collapsed; and the bulk of
expenditures go to salaries and benefits.
Drive for jointness and interoperability
are modest in the force design if one
considers the evolution of modern
forces. The inheritance of past conflictive
civil-military relations produces neglect
of an effective military instrument either
for national security or for promoting
international governance. Furthermore,
the recent air traffic control collapse has
undermined the current civilian-led

€¢ . Before spending more
on defense Brazil needs to
spend better.”’

— Thomaz Costa

ministry of defense and military leader-
ship. Therefore, before spending more
on defense Brazil needs to spend better.
Homeland defense, with emphasis on
securing border areas in the Amazon,
especially those shared with Colombiga,
and the peacekeeping mission in Haiti
are the two significant challenges the
Brazilian military is meeting successfully.
But these facets do not signify the mod-
ern strategic thinking and leadership
Brazil needs to keep abreast with China,
Russia, India, and other powers and be
perceived as an actor that matters in
global politics in the coming decades."

Paulo Wrobel is an Advisor in the
Commercial Section at the Embassy of
Brazil in the United Kingdom.

Myles Frechette is a former US
Ambassador to the region and served as
Political Counselor at the US Embassy in
Brazil.

Thomaz Costa is Professor of National
Security at National Defense University's
Center for Hemispheric Defense Studies
in Washington, DC.
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