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State goals for the energy sector are important to any consideration of the contemporary economic role of the Brazilian state. This chapter examines one often-overlooked aspect of national energy planning. We ask how the ongoing competition among Western Hemisphere governments over the contours of 21st century international cooperation has influenced energy sector development. That is, we analyze energy policy from the perspective of foreign policy. We find, first, that contemporary ‘national’ energy strategies form integral pieces of states’ larger plans for organizing the region. Thus the United States, Venezuela, and Brazil each promote distinct regional cooperation projects that imply non-trivial differences in hemispheric energy integration. Our second, and subsidiary, thesis is necessarily speculative, foreshadowing rather than reporting on actual events. Our reading of evidence suggests that key aspects of the Brazilian government’s vision of ‘South American’ energy integration may be more likely to be realized than either the ‘hemispheric’ integration plans of the U.S. or the ‘Latin/Caribbean’ energy framework envisioned by Venezuela. 

The chapter has six parts. Following section one’s brief review of the history of regionalism in the Americas, section two provides essential empirical information about energy production, consumption, investment, and trading patterns in the Western Hemisphere. The third through fifth sections analyze three competing visions of regional energy integration. We end with tentative conclusions about a still unfolding process.

I. Regionalism in the Americas: Initial Considerations and a Research Framework
Efforts at regional cooperation and economic integration have a long history in the Americas. Mace and Thérien (2007) identify three periods of hemispheric cooperation, the first beginning with the first Pan-American conference in 1889-90, the second with the formation of the Organization of American States (OAS) in 1948, and the most recent era commencing in 1994 with the first Summit of the Americas meeting.  Mace and Thérien note a cyclical pattern in which each period began strongly, with enthusiasm and real cooperative gains, and then lost steam as balance of power disparities and true differences in national interests came ineluctably to the fore.  
Regarding the more specific issue of regional economic integration,
 scholars identify two periods.
 The first, today called the ‘old regionalism,’ began just after the Second World War and lasted until the 1980s.  The old regionalism was greatly influenced by the developmentalist ideology of the United Nations Economic Commission for Latin America (ECLA -- now the Economic Commission for Latin America and the Caribbean or ECLAC), founded in 1948.
  ECLA economists saw regional integration as a strategy for promoting import-substituting industrialization (ISI).  They believed that eliminating tariff barriers among the member nations of the regionally integrated area, while maintaining them against other nations, would increase the size of markets and thus allow industries to take advantage of economies of scale, lower “unit costs,” and enjoy “protection against imports from third countries” (Bulmer-Thomas 1994, 299). Although three regional trade organizations (RTOs) formed in the 1960s under this rationale -- the Latin American Free Trade Association (LAFTA), the Andean Pact (AP), and the Central American Common Market (CACM) -- none were very successful. Although the CACM increased industrialization, its members were the least developed in the region, and therefore even modest gains seemed huge.  All of the RTOs also struggled with distributing benefits equitably, with finding reliable mechanisms for compensating their poorest members, and with agreeing on tariff reductions for key products (Felix 1960/1970).  By 1975, intraregional trade’s share in total exports was only about 18 percent (Bulmer-Thomas 1994, 305).  By the early 1980s, the old regionalism was moribund.  The RTOs continued to exist, some with new names (LAFTA became the Latin American Integration Association or ALADI in 1980), but integration as a development strategy seemed to get scrapped along with ISI when the pro-market or ‘neoliberal’ economic ideology took hold in Latin America following the 1980s debt crisis (Kearney 2001).

The second period, called the ‘new regionalism’ began in the late 1980s and continues to the present. It emerged as part of neoliberalism’s emphasis on macroeconomic stabilization and structural reform of the national economic regulatory framework.  The International Monetary Fund (IMF) and World Bank promoted regional integration, not as a means of stimulating industrialization, but rather with the goals of advancing free trade and locking in other liberalization efforts. What became known as ‘open regionalism,’ both in Latin America and East Asia, was an ideology that championed the private sector and favored the withdrawal of the state from economic activity. The new regionalism coincided with the conclusion of the Uruguay Round in 1994 and the acceleration of market liberalization and integration worldwide after the end of the Cold War. In this new ideological and global economic climate, some of the old RTOs reinvented themselves as free trade associations, while others disbanded and formed new groupings. The Central American Common Market endured, but with new goals; the countries of the Southern Cone formed the Common Market of the South (MERCOSUR) in 1991; the Andean countries created the Andean Community (CAN) in 1993; and the United States, Canada, and Mexico inaugurated the North American Free Trade Agreement (NAFTA) in 1994.  Devlin and Estevadeordal (2001) argue that these newer RTOs contrast markedly with those of the old regionalism: they are market driven rather than state driven; they aim to attract foreign investment rather than restrict it; they are outward looking, creating demand for greater rather than less participation in extra-regional trade forums; they are very little concerned with special and differential treatment of members; and their institutional architecture is much scaled down in comparison to the RTOs of the 1960s and 1970s (25-35; see also de la Reza 2006).

The cross-regional comparative literature, much of which has focused on Western European integration, also stresses the more pro-market, globally-integrated forms of economic regulation today as compared to integration efforts of the 1950s and 1960s.  It suggests that the politics of the integration process are notably less state-centric and more reliant on leadership from private business and transnational groups, as well as more influenced by existing international institutions, than in the past.
 Observers of Latin America, in contrast, highlight the continuing dominance of the state in integration decisions (Gomez-Mera 2007; Hurrell 2005). Moreover, the straightforward division of ‘old regionalism’ as representing the structuralist
 vision of ECLA, and ‘new regionalism’ as embodying neoliberalism and embrace of globalization, describes NAFTA better than the universe of contemporary integration options in South America. 

At present, there are multiple formal institutions in the Americas that embody aspects of political cooperation and economic integration. Nonetheless, they may be summarized into three distinct regional integration projects or visions for the hemisphere (cf. Burges 2007).
 Each has both political and economic dimensions, and each is championed by one of the hemisphere’s important states. The United States prefers a vision of regional integration, embodied in NAFTA, that incorporates all countries in the Western Hemisphere, excepting Cuba, and in which the U.S. is the dominant player. Venezuela promotes a Latin American vision that explicitly excludes the U.S. and Canada, but includes Cuba and other Caribbean nations whose friendship can help Venezuela in its aspirations for regional leadership. Its institutional manifestation is the Bolivarian Alliance for the Americas (ALBA).  Brazil’s preferred regional design is manifest in the Union of South American Nations (UNASUR).  It includes all of South America, but locates both North and Central America, including the island states of the Caribbean, outside.

What is interesting for a volume on the future role of the Brazilian state is that the three integration alternatives currently in play in the Americas offer three distinct visions of the state’s appropriate economic role. Together they evoke a rough right-to-left political continuum, running from NAFTA through UNASUR to ALBA, though there is also considerable overlap among them (Burges 2007; Kellogg 2007). Each of these integration alternatives began as a vision of trade integration, involving mechanisms to promote the exchange of goods and services among members, and of the group with the outside world. But each of these contemporary regional integration initiatives also involves a number of other dimensions, including explicit and implicit promotion of foreign direct investment (FDI), collaborative infrastructure, harmonization of domestic regulatory frameworks, joint political positions in international affairs, and transnational citizen links. Rather than examining tariff arrangements or trade-related negotiations per se, we prefer to explore an issue arena that clearly possesses profound regional and international dimensions, but that is less often addressed by the regional integration literature. This chapter’s task, then, is to treat energy integration (a work in progress, by definition) as a critical case study for understanding the region’s broader integration dynamics.

II. Energy in the Western Hemisphere: The Objective Environment for Policymaking

This section provides a brief factual overview of Latin America’s contemporary energy profile in terms of production, consumption, and resource endowments.  It compares the region’s situation in the early 1990s with data from the latest available sources. In accordance with statistical norms, we consider ‘Latin America,’ and sometimes ‘Latin America and the Caribbean,’ as the relevant region. 

In 1991, Latin America’s total energy production was 13.9 million boe/d (barrels of oil equivalent per day), distributed among the major countries as shown in Table 1. Total production was 59 percent petroleum, 16 percent natural gas, 6 percent hydroelectric, 4 percent coal, and half a percent nuclear, with the remaining 14 percent dispersed among firewood, sugarcane products, geothermal, and a host of other nontraditional sources. Energy resources were unequally distributed: Venezuela and Mexico together accounted for 92 percent of Latin America’s proven oil reserves
 and 70 percent of oil production, while countries like Paraguay and Uruguay had no oil at all. In terms of total energy consumption, in the early 1990s fossil fuels dominated, as shown in Table 1. Nonetheless, almost 72 percent of Latin America’s electricity came from hydropower plants. Table 2 shows that every South American country used hydropower as a principal source for electricity, a fact that has created supply problems in times of drought (Wu 1995, 1-5). 

Latin America in the early 1990s had a net energy surplus with the rest of the world. In 1991, the region’s net energy exports were about 4 million boe/d, representing 26 percent of all energy produced in the region. With about 12 percent of the world’s proven oil reserves (124 billion barrels in 1992), and 12 percent of world crude oil production, Latin America was a net exporter of oil, refined petroleum products, and coal. 73 percent of Latin American oil exports went to the United States, with Western Europe taking 19 percent, and the Asia-Pacific region another 5 percent. Venezuela, Mexico, Colombia, and Ecuador were the main oil exporters, and Chile and Brazil the main importers. All of the natural gas produced in the region was consumed in the region, with Bolivia being the only net exporter, and Argentina the only net importer. Coal represented only 2 percent of total net energy exports (Wu 1995, 1-5). 

The energy scenario at the end of the first decade of the 21st century reveals only subtle differences from the early 1990s. Given economic growth, both production and consumption have increased. Total Latin American consumption reached 3.6 million kbep (thousands of barrels of oil equivalent) in 2006 (World Energy Council 2008; OLADE 2007), with Mexico accounting for about 21 percent of Latin American consumption and Brazil 36 percent (OLADE 2007). Fossil fuels still dominate both total regional energy production and total consumption, with oil products now accounting for about 50 percent of energy consumption on average in all countries.  Firewood is still a major factor in Paraguay (40 percent of the energy mix). Venezuela uses virtually no natural gas, while in Argentina it is 50 percent of energy use. Coal is not significant in the region. In contrast, biofuels have become much more important, especially in Brazil over recent decades. Brazil produced 46 percent of world ethanol in 2006, and flex fuel cars in the same year accounted for 65 percent of Brazilian car manufactures (World Energy Council 2008, 10-11). As before, hydroelectric dams generate the majority of electricity in Latin America, especially throughout South America. 

Some individual countries within the region have become more energy-independent, but others less so. Venezuela still has the largest proven oil reserves by far and is the region’s largest producer of oil and oil products. Until recently, Mexico came second in terms of proven reserves, but recent discoveries off the Brazilian coast already have pushed Brazil to second place, as shown in Table 3. Venezuela and Mexico remain the region’s top producers and net exporters of oil and oil products.  In 2008, they ranked tenth and seventh in the world respectively for oil production, and eighth and thirteenth in the world respectively for net oil exports (U.S. Energy Information Administration 2010). Argentina and Bolivia are the region’s top natural gas exporters (Sullivan, Rush and Seelke 2008). Looking at relative changes, Table 1 shows that net imports as a share of domestic energy consumption are up since 1992 in Chile, Peru, and Uruguay, while Mexico, Ecuador, and even Venezuela are exporting somewhat smaller shares of their production. In contrast, Argentina, Bolivia, Brazil, Colombia, and Uruguay all have bettered their national net energy positions since 1992. In absolute terms, Venezuela, Ecuador, Bolivia, and perhaps Colombia can fairly be described as natural resource economies, with 93, 59, 49, and 38 percent, respectively, of their merchandise exports in 2006 consisting of fuel exports (World Bank 2009). Mexico, Argentina, and surprisingly also Paraguay (due to its share in the hydropower from the Itaipú Dam) are all comfortable net energy exporters, although energy provides less than 20 percent of their merchandise exports. Brazil too is rapidly approaching energy balance, and may soon become a net energy exporter as well. Net energy importers currently include Brazil, Peru, Chile, and especially Uruguay (World Bank 2009).
As of this writing, Latin America as a whole still has a net energy surplus and is a net exporter of energy to the rest of the world. Latin American proven oil reserves are down slightly from the early 1990s as a percentage of the world’s total, constituting approximately 11 percent in 2009 (U.S. Energy Information Administration 2009a). The United States remains the region’s most important customer. Some 60 percent of Venezuela’s oil exports, for example, went to the United States in 2006 (Sullivan, Rush, and Seelke 2008; Caspary 2007). But China is rapidly becoming an important consumer of Latin American energy. For example, in May 2009 the China Development Bank and Sinopec, a Chinese oil company, lent Petrobrás, Brazil’s state oil company, 10 billion dollars.  In exchange, China will receive up to 200,000 barrels per day of crude oil for ten years from Brazil’s new deep-sea oil fields.  China and Venezuela have also set up a joint investment fund.  Formed in 2007, the fund was increased to 12 billion dollars in February 2009, with the China Development Bank lending two thirds of the total. The goal is for Chinese companies to use this fund to invest in the Venezuelan energy sector and, ultimately, to increase Venezuelan oil exports to China (“The Dragon” 2009). 

Table 1. Energy Production and Use in Select Latin American Countries, 1992 and 2006

	
	Energy imports, net (% of energy use)
	Energy production (kt of oil equivalent)
	Energy use (kg of oil equivalent per capita)
	Fossil fuel energy consumption (% of total)

	
	1992
	2006
	1992
	2006
	1992
	2006
	1992
	2006

	Argentina
	-8.7
	-21.4
	54,322
	83,865
	1491.5
	1765.7
	88.8
	88.4

	Bolivia
	-68.5
	-144.3
	5,058
	14,290
	429.8
	625.3
	70.8
	83.1

	Brazil
	27.6
	7.8
	104,280
	206,717
	933.0
	1183.8
	52.7
	53.7

	Chile
	47.2
	66.5
	8,412
	9,970
	1166.4
	1811.9
	69.3
	73.5

	Colombia
	-84.9
	-180.0
	48,443
	84,588
	759.3
	695.5
	69.9
	73.4

	Ecuador
	-186.9
	-165.3
	18,355
	29,819
	595.8
	851.4
	80.4
	88.2

	Mexico
	-53.1
	-44.3
	200,321
	255,967
	1514.7
	1702.4
	88.0
	89.1

	Paraguay
	-42.7
	-68.9
	4,520
	6,708
	709.9
	660.1
	24.1
	30.5

	Peru
	-0.9
	15.4
	9,597
	11,470
	420.4
	491.3
	65.1
	68.5

	Uruguay
	53.3
	75.4
	1,261
	784
	856.9
	962.4
	64.0
	67.8

	Venezuela
	-226.4
	-214.3
	165,780
	195,547
	2458.5
	2301.9
	90.9
	88.2


Source: World Bank (2009).

Table 2. Electricity Production by Source in Select Latin American Countries, 1992 and 2006 (% Total)

	
	Hydroelectric
	Oil
	
	Natural Gas
	Coal
	
	Nuclear

	
	1992
	2006
	1992
	2006
	1992
	2006
	1992
	2006
	1992
	2006

	Argentina
	34.7
	33.0
	13.7
	7.0
	37.3
	50.2
	1.5
	1.8
	12.7
	6.7

	Bolivia
	52.4
	40.8
	6.3
	16.7
	38.1
	39.3
	0.0
	0.0
	0.0
	0.0

	Brazil
	92.4
	83.2
	2.6
	3.0
	0.0
	4.4
	2.1
	2.4
	0.7
	3.3

	Chile
	82.2
	59.5
	3.8
	1.6
	1.2
	19.9
	10.6
	17.1
	0.0
	0.0

	Colombia
	67.6
	78.7
	2.2
	0.2
	15.0
	12.4
	14.0
	7.5
	0.0
	0.0

	Ecuador
	69.1
	46.3
	30.9
	44.1
	0.0
	9.6
	0.0
	0.0
	0.0
	0.0

	Mexico
	19.8
	12.2
	54.0
	21.6
	12.5
	45.5
	6.3
	12.7
	3.0
	4.4

	Paraguay
	99.9
	100.0
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0

	Peru
	73.8
	78.5
	23.8
	8.4
	1.4
	9.5
	0.0
	3.0
	0.0
	0.0

	Uruguay
	89.0
	64.0
	10.3
	35.1
	0.0
	0.1
	0.0
	0.0
	0.0
	0.0

	Venezuela
	70.1
	72.0
	6.8
	14.6
	23.1
	13.4
	0.0
	0.0
	0.0
	0.0


Source: World Bank (2009).

Table 3.  Estimated Proven Crude Oil and Natural Gas Reserves in Select Latin American Countries, 1 Jan. 2010 

	
	Oil
	
	Gas
	

	
	Volume (billions bbl)
	% Total
	Volume (tcf)
	% Total

	Argentina
	2.5
	1.9
	14.1
	2.4

	Bolivia
	0.5
	0.3
	26.5
	4.5

	Brazil
	12.8
	9.5
	12.9
	2.2

	Chile
	0.2
	0.1
	3.5
	0.6

	Colombia
	1.4
	1.0
	4.0
	0.7

	Ecuador
	6.5
	4.8
	0.3
	0.0

	Mexico
	10.4
	7.7
	12.7
	2.2

	Peru
	0.4
	0.3
	11.8
	2.0

	Suriname
	0.1
	0.1
	…
	…

	Trinidad and Tobago
	0.7
	0.5
	15.4
	2.6

	Venezuela
	99.4
	73.7
	176.0
	30.0

	Total
	134.8
	
	586.1
	


Source: Radler (2009).

Outside industry experts tend to characterize Latin America as having vast untapped energy potential, but as suffering from a lack of investment.  The Banker estimated in 2008 that from now until 2030, the region will be the site of about 7 percent of global project investments in energy. Of these investments, Brazil will probably garner about one third (Rumsey 2008). The Inter-American Development Bank (IDB) forecasts that in order to meet demand, investment in Latin America’s electricity sector will need to be $1380 billion by 2030.  Over the past two decades, however, energy projects have made up only about 20 percent of foreign direct investments.  For this reason, supply, distribution and service have been unreliable. Some observers blame this situation on the regulatory systems of South American governments, which arguably tilted more toward resource nationalism in the first decade of the 21st century (Rumsey 2008).

Investment in the renewable energy sector is also viewed as lacking, but many efforts are currently being made to stimulate it.
 21 countries signed the Brasilia Platform on Renewable Energies in 2003.
  They agreed that 10 percent of energy should be derived from renewable energy sources.  The wording of the agreement, however, is loose, saying that the countries should try to meet the target "on the basis of voluntary efforts and taking into account the diversity of national situations." (Rumsey 2008). Local private investment in the sector faces obstacles, such as failure of governments to provide subsidies and lack of access to loans.
  Problems of scale and newness of technology are also important.  Multilateral institutions and state development banks, however, are filling the gap.  The IDB, for example, wants to spend $300m on renewable energy in Latin America over the next five years.  It is actively promoting programs on sustainable biofuels, energy efficiency, solar and wind power, small-scale hydropower, and energy from waste.  In Brazil, the National Development Bank (BNDES) is taking a leading role, especially in cases where local currency is needed and commercial banks have trouble due to the difficulty of securing long-term, foreign exchange, hedging contracts (Rumsey 2008).

Energy integration – the process of interlinking states’ energy infrastructure, institutions, and investments -- has been on the agenda in Latin America for decades now.  Several regional organizations have been created.  In the 1960s and 1970s, the Regional Association of Oil and Natural Gas Companies in Latin America and the Caribbean (ARPEL), the Regional Electrical Integration Commission (CIER), and the Latin American Energy Organization (OLADE) formed.  All have regional integration as priorities in their mission statements (Caro 2008).  Energy integration has also been a priority of multilateral lending institutions, such as the IDB and the World Bank.  More recently, initiatives emerged from the Summits of the Americas process, the most important being the ‘Hemispheric Energy Initiative’ now overseen by the OAS.  Finally, the first South American Presidential Energy Summit took place in April 2007.  Its purpose was to begin developing a joint energy strategy for the region and to institute regular meetings (Caro 2007).  The following sections review how the United States, Venezuela, and Brazil view these efforts.

III. The United States’ Vision: NAFTA-plus

We use the term ‘NAFTA-plus’ to describe the United States’ approach to hemispheric policy, as the U.S.’ goal has been to embrace the entire hemisphere within trade and investment rules that closely parallel those embodied in the North American Free Trade Agreement among the U.S., Canada, and Mexico. The NAFTA-plus vision’s principal incarnation has been the Free Trade Area of the Americas (FTAA), an initiative first launched by US President George H. W. Bush at the 1992 Summit of the Americas in Miami.
   Since the stalling of the FTAA in November 2005,
 the United States instead has pursued bilateral trade and investment agreements. While some hoped the 2008 election of Barack Obama would jumpstart the Summit process, to date they have been disappointed (LeVine 2009).

The U.S. approach to regional integration is broad and deep. U.S. negotiators seek market access through both bilateral and multilateral free trade agreements covering all aspects of trade, and extending the major provisions of the North American Free Trade Area to the Caribbean, Central America, and South America.  NAFTA-plus is notably friendly to transnational business interests, often requiring that trade agreements include the obligation to submit any disputes with transnational investors to international arbitration, rather than trying them in home-country courts.  At the same time, it places special emphasis on ‘harmonizing’ foreign direct investment, intellectual property, and government procurement rules. The US strategy is sometimes referred to as ‘competitive liberalization,’ referring to the idea that its focus is not so much on traditional merchandise trade as on encouraging countries to compete with one another to liberalize their domestic regulatory regimes sufficiently to attract the most foreign investment. More recently, additional issues have been added to this deep trade and market access agenda. The U.S. Congress has been debating the labor and environmental standards that future free trade agreements must protect.  It has agreed basically that U.S. trade partners must comply with International Labor Organization (ILO) rules, as well as with any multilateral environmental agreements to which the U.S. is a signatory (ECLAC 2008, 125-127).  

The United States’ approach to energy policy in the western hemisphere is much influenced by its status as the world’s largest consumer of oil.  The United States consumed about 21 million barrels of oil per day (mbd) in 2006.  Net oil imports were about 12 mbd or 60 percent of this total.  Latin America supplied about 32 percent of total U.S. crude oil imports in 2007, with Venezuela alone accounting for 12 percent and Mexico 14 percent.  South America provided about 17 percent (Sullivan, Rush and Seelke 2008). The energy needs of the United States are enormous, and its dependence on foreign oil is a crucial component of its foreign policy. South America is an important part of the mix. 

Not surprisingly, energy security is a crucial element of President Barack Obama’s foreign policy.  Reducing dependence on foreign oil, especially from the Middle East, is critical.  There is disagreement among the U.S. elite as to how this goal should be accomplished, but most proposals include cultivating sources closer to home, which includes Latin America, as well as developing renewables.  The United prefers energy initiatives that are hemisphere-wide, market based, and led by the private sector.  The Obama administration also has added a greater concern with climate change. When Senator Hillary Clinton was being vetted for the post of Secretary of State, she echoed all of these positions.  She assured the Senate Foreign Relations Committee that she would work to reduce U.S. dependence on foreign oil and to form partnerships with other countries to overcome threats to the environment. She said that in this regard Obama wants an energy partnership with Latin America, "looking to find ways through technology and other activities [that] we can work together to become more energy independent in this hemisphere" (Snow 2009). She added that this partnership would require overcoming challenges from key exporting states like Venezuela and Bolivia, as well as helping other countries to meet their energy supply needs.  She also voiced an interest in working through the International Energy Agency (IEA), noting that demand for energy is shifting from the developed to the developing world. She argued that it will be important to have developing countries, particularly China and India, involved in “agreeing on energy standards and principles such as transparent energy markets, to ensure the coordinated release of strategic petroleum reserves during a major market disruption, and to maintain IEA's position as the voice of the world's major energy consuming nations.” (Snow 2009).  

Clinton also echoed the usual U.S. concern for promoting the private sector, and called attention to problems with resource nationalism in Latin America and other developing countries.  She said, "Most of the required investment [for energy] … must come from the private sector. In order to mobilize that investment, major policy and regulatory reforms are needed in many countries. Neither public nor private utilities and their investors can generate the capital required to expand access to clean, sustainable energy supplies, for example, when regulatory regimes prevent them from recovering their direct and indirect operating costs" (Snow 2009).  She offered two kind of assistance to developing countries willing to reform their energy sectors: technical assistance to "establish the overall regulatory and policy environment to stimulate new public and private investments,” and “project-based financial guarantees [that] can help to reduce the perceived risks and costs of mobilizing the much larger flows of private sector financing [which will be] required" (Snow 2009).

Resource nationalism in Venezuela, Bolivia, and Ecuador has dogged U.S. attempts to see its energy vision realized in the hemisphere.  The United States had great hopes for the Summits of the Americas process in general, and specifically for its ‘Hemispheric Energy Initiative,’ but the Summits forum has stagnated in recent years.  Venezuela’s President Hugo Chávez has been a particular cause for concern.  Since taking office in 1999, he has increased state control of Petróleos de Venezuela (PDVSA).  He has directed its earnings and projects toward social purposes and asserted control over foreign investment.  By early 2006, he had forced the conversion of operating agreements with foreign oil companies into joint ventures in which the Venezuelan state has the upper hand.  The new joint ventures also carried an income tax increase from 34 to 50 percent.  Some companies voluntarily turned operating agreements over to PDVSA, but Chávez confiscated two operations when companies rejected his terms.  In 2007, he also altered associations with foreign companies in the Orinoco River Basin.  Three of six companies involved were based in the United States (ExxonMobil, ConocoPhillips and Chevron).  ExxonMobil has been disputing its compensation ever since, filing a request for arbitration with the International Center for Settlement of Investment Disputes in 2007.  Bolivia’s President Evo Morales nationalized his country’s gas sector, which is substantial and had strong involvement from U.S. companies.  Finally, Ecuador increased its share of windfall profits from foreign oil companies and also terminated the contract of Occidental Petroleum after a lengthy disagreement over the sale of drilling rights (Sullivan, Rush and Seelke 2008, 7-8).

As a result, U.S. companies are looking for investments in other parts of the region and the world.  Moreover, the U.S. government and other groups have expressed concern about what Chávez and his followers mean for energy security in the region.  Senator Richard Lugar (R-Ind), the ranking member of the Senate Foreign Relations Committee, has sponsored two bills. The Energy Diplomacy and Security Act of 2007 contained a proposal for establishing a ‘Western Hemisphere Energy crisis mechanism’ and a ministerial forum called the ‘Hemisphere Energy Cooperation Forum’ (Sullivan, Rush and Seelke 2008, 19).  Lugar also sponsored the United States-Brazil Energy Cooperation Pact of 2007.  This bill calls on the Secretary of State to “accelerate the development of biofuels production, research, and infrastructure” (Sullivan, Rush and Seelke 2008, 19).  A U.S. business association, the Council of the Americas, has issued a report specifically recommending hemispheric energy cooperation as an engine for regional development and growth.  The group favors expanding on the NAFTA framework.  Finally, the U.S. Southern Command has taken up energy security as a key concern (Sullivan, Rush and Seelke 2008, 17).

In sum, then, the United States’ NAFTA-plus vision of energy integration would (ideally) use the proposed FTAA or similar bilateral agreements to tie Latin American energy producers to the US market by a combination of long-term contracts and foreign direct investment.  It envisions a minimal role for the state in managing the energy sector.  The state would regulate, but only with the goals of protecting property rights, enforcing contracts, and, perhaps, ensuring basic labor and environmental standards.  The bulk of the investment, exploration, extraction, and distribution of energy would be left to private actors.

IV. The Venezuelan Vision: The Bolivarian Alliance (ALBA)

The second integration option prominent today is the Bolivarian Alliance for the Americas (ALBA), the brainchild of Venezuelan President Hugo Chávez Frías (Burges 2007; Kellogg 2007). Chávez first mooted ALBA in December 2001 at a Summit of the Association of Caribbean States, and formally launched it in December 2004 in a join declaration with Cuba’s Fidel Castro. Bolivia’s New Left President Evo Morales formalized Bolivia’s entrance into ALBA in April 2006. Nicaragua joined the group in January 2007, just as ALBA was holding its fourth leaders’ summit.  A fifth summit took place in April 2007, and the governments of Haiti, Ecuador, Uruguay, Dominica, Saint Kitts and Nevis, and Saint Vincent and the Grenadines sent representatives, after which Dominica became a full member. Ecuador and St. Vincent and the Grenadines joined in 2009.

ALBA is Chávez’s alternative to the United States’ plan for a Free Trade Area of the Americas.  David Harris and Diego Azzi note enthusiastically, “[ALBA] includes the promotion of trade relations between countries, and even the elimination of tariff barriers on certain products, but its core purpose goes far beyond this. The explicit aim of ALBA is to promote the ‘social’ side of development, eliminating poverty and combating social exclusion in a cooperative effort by Latin American states” (Harris and Azzi 2006, 6). More skeptically, Sean W. Burges characterizes ALBA as a realist strategy designed to protect Chávez from internal and external enemies.  By sharing Venezuelan petro-profits with neighbors, forging alliances with like-minded regional allies, and employing the rhetoric of the historic liberator Simón de Bolívar, Chávez hopes to secure his domestic rule and counteract U.S. hegemony (Burges 2007).  Indeed, the ideological symbolism of ALBA is strong, and reactions to it tend to fall clearly along ideological lines.

Of the three visions for regional energy policy, Venezuela’s is the most explicitly political and social. Energy policy is a tool for development, but more importantly it is a weapon for fighting imperialism and inequality.  President Hugo Chávez’s proposals for energy integration thus follow closely the lines set out in his Bolivarian vision (ALBA). ALBA’s stated goals are wide ranging.  They include: fostering trade and investment “based on cooperation, and with the aim of improving people's lives, not making profits;” providing universal free healthcare and education; integrating members’ energy sectors “to meet people's needs;” creating alternative media outlets “to counterbalance the US and regional neo-liberal media and promote an indigenous Latin American identity;” promoting land redistribution and food security; founding state-owned enterprises; developing basic industries “so that ALBA member states can become economically independent;” supporting “workers' movements, student movements, and social movements;” and ensuring that ALBA projects are environmentally sustainable (Hattingh 2008).
Venezuela has the largest proven oil reserves and oil exports in Latin America (see Tables 1 and 3), and President Chávez has endeavored to use this wealth to build an anti-imperialist coalition in the region. There are several examples of this policy.  First, as already mentioned, Chávez thoroughly restructured PDVSA, nationalizing it and reorienting its mission toward achieving social development goals.  Unfortunately, he also fired many of the company’s workers and set in motion dynamics that later threatened Venezuela’s domestic economic and social welfare, discussed further below (Dittrick 2009).  Second, there is PetroCaribe, an initiative launched in 2005.  Through it, Venezuela supplies poor countries in the region with oil on preferential terms.
  PetroCaribe aims to establish “a regional supply, refining, and transportation and storage network,” and it includes a development fund for participating countries (Sullivan, Rush and Seelke 2008, 14).  PetroCaribe includes most Caribbean countries plus Nicaragua and Honduras.  Third, Venezuela has formed an accord with Bolivia, called PetroAndina, which will supply about 8,300 bpd to Bolivia via a joint venture.  Fourth, PDVSA has spearheaded the Petroamerica initiative, the aim of which is to use the region’s vast energy reserves in hydroelectric power and fossil fuels as the ‘backbone’ for a modern regional economy and continental integration (Wertheim 2004). Finally, Venezuela has invested in the energy sectors of several of its Latin American neighbors.  It has plans to invest $1.5 billion in the Bolivian gas industry, has an agreement with Ecuador for joint ventures in oil, gas and refining, and has a refinery project in northeastern Brazil that began construction in 2007.  Venezuela and Colombia have a gas pipeline project that was signed in 2006.  There is a joint hydrocarbon exploration and development project with Argentina (signed in 2006), and Venezuela has numerous cooperative projects in Cuba (Sullivan, Rush and Seelke 2008).  

Another of President Chávez’s strategies for securing regional leadership has been to cultivate outside allegiances, particularly with U.S. rivals. Venezuela was a founding member of the Organization of Petroleum Exporting Countries (OPEC) in 1960, well before Chávez’s time, but since taking office he has tried to use the organization to promote his socialist goals and to criticize the United States (Williams and Chmaytelli 2007). He has also sought closer ties with Russia, based on the commonality of being major energy producing states.  He has said he would offer Russia a military base in Venezuela if President Medvedev wants one.  The two countries have formed a ‘strategic partnership,’ which seems mainly to consist of Russia selling arms to Venezuela. Chávez has also tried to cultivate Iran.  All three countries dislike the United States and all three have an interest in trying to keep energy prices from falling too much.  The point, however, is the strong symbolism and the recurring anti-American theme in Venezuela’s regional vision (Watkins 2008).

Despite ALBA’s rhetorical commitment to building ‘21st Century Socialism,’ Venezuela’s petroleum wealth clearly provides much of the organization’s glue, a fact that makes Chávez’s regional plans dependent on the world oil market.  Oil is 90 percent of Venezuelan exports and provides over half of government income. “For each $10 drop in the oil price, the government gets $5 billion (1.4% of GDP) less in revenue” (“An Axis” 2008).  World petroleum prices have been highly volatile in the past decade, rising from about $17 dollars per barrel in 1998 to over $95 dollars per barrel in 2007, then plummeting by mid 2009 to below $50 dollars per barrel.
  During the crash that began in early 2008, many projects advocated by President Chávez stalled, including a continental gas pipeline from Venezuela to Argentina, and as many as eight refineries throughout the region.  Venezuelan aid to its neighbors also became more difficult.  In May 2009, The New York Times reported that Venezuela was expected to spend only $6 billion overseas in 2009, compared with $79 billion in 2008 (“Venezuela’s Hope” 2009).  It noted further that Venezuelan allies like Argentina and Ecuador were looking elsewhere for support.  Argentina closed a trade deal with China, and Ecuador renewed relations with the IMF and the United States.  Even Cuba began exploring improved ties with Washington and the new Obama administration (“Venezuela’s Hope” 2009).  Finally, the larger countries in Latin America also seemed to be cultivating energy relationships away from Venezuela, turning to the Russia, Trinidad and Tobego, and even Brazil, with its new deep sea oil and natural gas discoveries (“Venezuela’s Hope” 2009).  Whether these efforts were politically motivated or the result of economic prudence (or both), however, is not clear.  

The 2008-2009 drop in world oil prices, combined with President Chávez’s management of his domestic oil sector, has also created problems for him at home. As of this writing, Venezuela suffers from high inflation, labor union tension, and slowing economic growth.  The oil industry is still reeling from Chávez’s nationalizations of PDVSA and foreign oil contracts, and there is insufficient technology and expertise to develop the Orinoco fields or to embark on further off shore exploration.  There is also illegal smuggling of fuel to Colombia, export delays, and increasing debts.  In early 2008, Chávez seized the assets of several domestic and foreign oil contractors rather than pay more than $10 billion in debts owed them (“Venezuela’s Hope” 2009).   All of these factors reflect the vulnerability of Venezuela’s regional vision to the vagaries of the world oil market.

Nevertheless, Venezuela still has a great deal of influence, and a strengthening of world oil prices, as now seems to be occurring, can significantly improve both Venezuela’s domestic economic prospects and its ability to fund ALBA’s energy vision.  As of early 2010, energy prices seem to rising again, with oil futures on the New York Mercantile Exchange (NYMEX) increasing steadily from $34 dollars per barrel in March 2009 to $78 dollars per barrel in February 2010.
 Venezuela has closed deals with both Russia and China to exploit the Orinoco fields (Tockman 2009), and in February 2010 once again awarded contracts to western foreign oil companies, including Chevron (Romero 2010).  Many Central American and Caribbean countries are dependent on Venezuelan oil subsidies and special payment arrangements. In 2008, they had debts to Venezuela of $5.5 billion. Venezuela’s idea for a Bank of the South also seems to be making progress, though there is no set start date for operations.  And ALBA still has wide ideological appeal, especially to the region’s poorest countries (“Venezuela’s Hope” 2009).  Finally, the ability of Obama to offer an alternative is now being widely questioned (Weisbrot 2009).

With regard to the role of the state in the energy sector, the ALBA vision is the most state-directed of the three visions we discuss.  ALBA explicitly calls for the state to use energy wealth to improve social welfare and reduce inequality.  Market considerations, and the interests of private actors are clearly subordinate to the ‘social good.’ If Chávez’s domestic energy policies are indicative of his broader regional vision, then the role for private capital in regional energy extraction and distribution would be tightly circumscribed by states.  The energy assets themselves also would not be left in the hands of private companies, but rather, administered by states in the name of their people. 

V. The Brazilian Vision: From MERCOSUR to UNASUR

We use ‘UNASUR approach’ to describe the efforts at regional cooperation pursued by the countries of MERCOSUR and the Andean Community.  These efforts culminated in the creation of UNASUR in 2008, although the idea for such a union existed as early as 2004.  UNASUR was formalized in the Constitutive Treaty of the South American Union of Nations, signed by the MERCOSUR and Andean countries, as well as Chile, Guyana and Suriname. Its goals are very ambitious, moving well beyond economic cooperation and integration.  Its preamble states that UNASUR will work “to eliminate socio-economic inequality, achieve social inclusion and civil-society participation, strengthen democracy and reduce asymmetries” (ECLAC 2008, 103).  It also has a range of more specific goals, including energy integration.  UNASUR’s institutions include four bodies: the Council of Heads of State and Government, the Council of Ministers of Foreign Affairs, the Council of Delegates, and the General Secretariat.  The General Secretariat is to be headquartered in Quito.  However, as of early 2010, UNASUR’s constitutive treaty had yet to be signed and ratified by member countries.

Brazil has been a prime mover in the formation of UNASUR, just as it was in the formation of MERCOSUR in 1991 (Armijo and Kearney 2008). At the same time, UNASUR’s proposed institutions and even its name reflect accommodations with the sensitivities of other states, particularly Venezuela.  Even so, UNASUR’s incipient approach to regionalism reflects to a large extent Brazil’s approach to regional and economic development, which puts the state, as well as political interests front and center.  Scholars have noted MERCOSUR’s deviation from the ‘new regionalism’ model of bottom-up, market, and civil-society generated integration (Gomez Mera 2008).  MERCOSUR began and has continued to be as much about political alliances and state building as it has been about freer trade per se.  With its weak institutionalization, low participation of economic interest groups, and reliance on government leaders to keep it alive, MERCOSUR retains elements of the ‘old regionalism’ (Grugel 2006; Gomez Mera 2008).  In a similar vein, Brazil’s vision of regionalism, as manifest in the UNASUR initiative, retains a strong role for state leadership in economic development (Burges 2006).  Where the NAFTA-plus vision focuses on regulatory integration of all of the hemisphere’s economies by rewriting domestic economic legislation to give transnational businesses a stable environment for investment, Brazil’s UNASUR vision represents a contemporary, more pro-market incarnation of South America’s tradition of structuralism, which recognizes that the state has an ongoing and crucial role to play in guiding and promoting economic development (Prebisch 1949; Furtado 1959).
Brazil’s preferences for the energy sector lie between those of the United States and Venezuela. Brazil has regional and global leadership aspirations, but it takes a pragmatic approach. Its attitude toward the United States is conciliatory but firm, as reflected in a recent statement by foreign minister Celso Amorim: "We want to have a good relationship with the United States. But we don't depend on external tutelage" (“The Samba Beat” 2008).  Brazil takes a middle position in the debate over whether the state or the private sector should take the lead in the energy sector, emphasizing that there is a role for both. Petrobrás, Brazil’s leading oil company, is evidence of this stance, being mostly state-owned but having a substantial number of private shareholders too.
 In terms of scope, Brazil privileges South American initiatives over hemispheric ones, and on the social welfare aspects of energy policy, it shows more explicit concern than does the United States, but is far less militant and populist than Venezuela.  In an interview with Newsweek, for example, President Lula mildly noted that recent Brazilian oil discoveries are important because they can be used to help overcome social problems like poverty and lack of education (“Lula Wants to Fight” 2009).

Like Venezuela, Brazil has significant energy wealth.  As of January 1, 2010, its estimated proven oil reserves were 12.8 billion barrels and its natural gas reserves were 12.8 trillion cubic feet, ranking fourth and seventh largest respectively in the western hemisphere (Radler 2009).  Brazilian oil reserves were only about 1 percent of the world’s estimated total in 2007, but recent discoveries in pre-salt fields
 off the southern coast may amount to as much as 40 billion barrels, which would place Brazil eighth in the world (“More Bounty” 2008; IEA 2009). Brazil is also significant in terms of production and consumption.  In 2006, Brazil was the third largest producer of oil after Venezuela and Mexico, and the fifth largest producer of natural gas after Mexico, Argentina, Venezuela and Trinidad and Tobego.  It had the largest installed capacity for the generation of electricity (about 36 percent of the regional total), and it accounted for well over a third of Latin America’s total final energy consumption (OLADE 2007). Currently, Brazil is one of the top ten oil consumers in the world (IEA 2009).  

Brazil also looms large because of its industry leadership.  The state oil company, Petrobrás, which was founded in 1953, has projects and investments in more than 25 countries. Almost all of Brazil’s South American neighbors are part of the mix. Projects include exploration and production, refining, marketing and transportation, petrochemicals, distribution, biofuels and natural gas. Its proven reserves in 2007 were the equivalent of 15 billion barrels of oil (boe).  It also had 15 refineries, thousands of kilometers of ducts and close to 6000 service stations.  Petrobrás’ net income in 2007 was $13 billion, which enabled it to fund investments of $21 billion.  It plans to invest $174.4 billion between 2009 and 2013, with an annual average of $34.9 billion in Brazil and $3.2 billion abroad. The company actively seeks partnerships with companies in other countries (“New Horizons” 2009).  At the same time, the Brazilian National Development Bank (BNDES) provides a significant amount of financing for energy projects in the region, lending not only to Brazilian entities, but also to foreign governments, as in a recent controversial case with the government of Ecuador involving a hydropower project (discussed further below).  The BNDES also partners with multilateral lending agencies, such as the Inter-American Development Bank, which is a major sponsor of the IIRSA initiative (also discussed below).

Brazilian companies are also large players in energy construction.  At the South American Presidential Summit in August of 2000, the Brazilian government began to promote a plan called Integração da Infraestrutura Regional na América do Sul (IIRSA, South American Regional Infrastructural Integration), whose purpose is to create ‘axes of development’ that will connect different regions of South America via ‘corridors’ of energy, transportation, and communications infrastructure.  The idea is to foster ‘regional production chains’ that will help South America exploit its global competitive advantages (Burges 2006).  Energy is a big part of IIRSA, and companies like Odebrecht are involved in building power plants and dams throughout the region. Odebrecht is the largest construction company in Latin America and the third largest company in Brazil. It was founded in 1944, operates in 20 countries – including all of the South American countries – and had recorded earnings in 2007 of $17 billion (Zibechi 2009, 3). As Raúl Zibechi (2009) notes, this figure is more than the GDPs of Bolivia and Paraguay combined.  Overall, Brazilian foreign direct investment (FDI) was $71 billion by 2005, much of it in Latin America. By comparison, Mexico was a distant second with FDI of only $28 billion (Zibechi 2009, 1).

The regional energy projects and partnerships that involve Brazil are far too numerous to list here.  But several have been in the news recently due to disputes with other countries. As the Brazilian economy continues to grow and strengthen, and Brazilian companies engage in investment in other countries, other Latin American countries are beginning to accuse Brazil of imperialism.  The Andean countries have been the most vocal, perhaps inspired by Hugo Chávez and his Bolivarian socialist ideology. Chávez charged Odebrecht with $282 million in ‘extra’ taxes in the fall of 2008, and regarding Venezuelan accession to MERCOSUR, called the Brazilian Congress “Washington’s parrot.” (Margolis 2008).  In September 2008, there was a significant dispute with Ecuador regarding a hydroelectric plant built by Odebrecht, which had faulty construction.  President Rafael Correa had the Army surround four Odebrecht projects, froze the company’s assets, and threatened to stop payment on a $243 million loan from the Brazilian national development bank.  Correa then kicked Odebrecht out of the country and said he would oust other Brazilian companies too, including Petrobrás.  He accused the Brazilians of “disrespecting national sovereignty.” (Margolis 2008).  Finally, in 2006, Bolivia nationalized two Brazilian oil refineries built by Petrobrás, as part of a more general effort on the part of President Morales to gain national control over energy production (“The Samba Beat” 2008). 

Brazil has also had trouble with Paraguay.  Paraguay’s president, Fernando Lugo, ran on an ‘energy independence’ platform, and upon election embarked on negotiations with Brazil over the Itaipú dam, which the two countries share.  Paraguay has long held that Brazil does not pay enough for power imports from the plant.  When construction began on the dam in 1973, the two countries signed a treaty specifying that each country had a right to 50 percent of the energy generated by the dam’s power plant, but that they had to sell any unused energy to one another.  The power plant began generating electricity in 1984, and for its entire history, Paraguay has used far less of its electricity than has Brazil.  It is estimated that 90 percent of the plant’s electricity goes to Brazilian industry.  In 1985, Paraguay agreed to sell its unused electricity to Brazil at below-market prices in order to help Brazil with its balance of payments problems.  This situation continued, however, until very recently, and was the focus of President Lugo’s complaints to Brazil.  He wanted Brazil to pay Paraguay more for Itaipú electricity, and he wanted the right to sell electricity to third parties (Barrionuevo 2009; Margolis 2008).

On the surface, Brazil seems not to do much about actions from neighboring countries that seemingly threaten its interests.  Unlike its reactions to industrialized countries, where it has not hesitated to bring World Trade Organization (WTO) cases, with Latin American countries Brazil appears tolerant.  In the Paraguayan case just discussed, although Brazil at first refused to renegotiate the Itaipú agreement, it ultimately relented in July 2009.  The two countries signed a new deal, which will triple what Brazil pays yearly for Paraguay’s unused electricity (from $124 million to $360 million) and allow Paraguay to sell electricity directly to the Brazilian market, bypassing Brazilian state electricity companies.  Referring to the deal, Lula said in a speech in Asunción, “Brazil is not interested in growing and developing if its partners don’t grow and don’t develop” (Barrionuevo 2009). When Bolivia nationalized Petrobrás’ refineries, Brazilian officials said that Morales was “exercising his country’s sovereign rights.”  Lula asked rhetorically, “What do you want us to do, invade Bolivia?”  He said further that powerful countries like Brazil “must show solidarity with the poorer countries” (Margolis 2008).  

On the one hand, Brazil seems to understand that these outbursts are the price of success.  Brazil's diplomats note that their country’s rising economic power means that at every meeting on trade, they are confronted with a demand to do more for their neighbors (“The Samba Beat” 2008).  At the same time, these neighbors are supplying Brazil with essential resources, and Brazil cannot afford to alienate them.  Perhaps for this reason Brazil refrains from open criticism.  Lula refuses to be bated into criticizing Venezuelan democracy, for example.  There are Brazilians that want their country to do more in the face of these actions by neighbors.  Brazilian political analyst Amaury de Souza has said, "We're getting our butts kicked by mice" (“The Samba Beat” 2008). Also, in October 2008, the Brazilian Defense Ministry formulated a new National Mobilization Strategy, which Lula has signed.  It has stronger rules for responding to “rogue nations” and “actions that damage national sovereignty.” (Margolis 2008) For the most part, however, Brazil is subtle.  “Brazil never criticises Mr. Chávez in public but it increasingly seeks to outflank him.” (“The Samba Beat” 2008)

Two final energy issues concerning Brazil’s role in the region are worth mentioning.  First, as discussed above, Brazil has taken the lead on efforts to promote biofuels and renewable energy.  Given the currently large and growing demand internationally in this sector, the Brazilian government views expansion as both imperative and highly lucrative. Brazil has actively pursued greater market access for its sugar and ethanol exports in international trade fora, winning a 2004 case in the WTO against European Union (EU) sugar subsidies.  It has also made sugar and ethanol part of a broader agricultural export drive, one that has been highly successful.  Finally, at home and abroad Brazilian policy makers have been pushing ethanol as a substitute for gasoline, on both economic and environmental grounds.  Brazil has even agreed to help other poor countries, such as Jamaica and India, develop their own self-sustaining ethanol industries (Beattie 2006).  Brazil sponsored the Brasília Platform on Renewable Energies in 2003, and in 2007 partnered with the United States to promote biofuels in the western hemisphere (see note 9). 

Second, Brazil is thinking of joining OPEC.  Lula has recently said that Brazil will participate very soon.  The initial invitation from Saudi Arabia came in September of 2008.  The renewed invitation came in March 2009. Brazil initially declined, saying that it planned to export refined petroleum products like gasoline and not crude oil.  Lula reiterated this intention earlier this year.  If Brazil joins OPEC, it could mark a major shift in policy.  At any rate, Brazil cannot join immediately because it would not be able to implement OPEC production cuts.  Brazil uses all the oil it produces and still imports oil (Watkins 2009).  

VI. Conclusions

As we noted in this chapter’s beginning, energy integration in the Americas is incipient but likely to be on going and ultimately profound.  We have described three visions for regional integration, each promoted by an important state, and each with a distinct vision of energy policy.  The United States’ NAFTA-plus approach is in general pro-private enterprise and pro-market.  For energy integration, it would use multilateral and bilateral free trade agreements to tie Latin American energy producers to the US market by a combination of long-term contracts and foreign direct investment. It sees the proper role for the state in the economy as a minimal, regulatory one.  Venezuela’s ALBA vision takes much the opposite view.  The role for the state is extensive, both in its general integration vision and its energy policy initiatives.  It would use Chávez-brokered deals to exchange subsidized energy or finance for other goods and services, such as Cuban medical personnel, and political support for Venezuela-centric energy infrastructure.  The stated goal in all cases would be to improve social welfare.  Finally, Brazil’s UNASUR vision lies between the two extremes.  Regional integration would have roles for both states and private actors.  For energy policy specifically, it would involve a perhaps uneasy coexistence of ‘green energy’ promotion and a push for continental energy infrastructure, such as bi-national or multinational hydroelectric projects built via the IDB-funded IIRSA initiative. 

For several reasons, we find that Brazil’s vision of energy integration is the most likely to endure in South America.  First, there is the seriousness of Brazil’s commitment to South America.  One sign of this is Brazil’s allocation of diplomatic resources over the past seven years.  Since 2002, the number of diplomats from Itamaraty (Brazil’s foreign ministry) posted in South America has nearly doubled, while the number in Europe has declined substantially.  Brazil hopes regional involvement will promote better relations with Argentina, strengthen democracy and political stability in the region, and “consolidate regional support for the expansion of [Brazil’s] presence in world affairs” (Soares de Lima and Hirst 2006, 31).  In achieving all of these goals, Brazilian participation and financing of infrastructure and energy projects are important bargaining tools.  Not only do improvements in these areas help insure Brazil’s continued economic health and expansion, but they also offer opportunities to Brazil’s poorer neighbors, and they potentially foster good will in regional inter-governmental relations (Burges 2006).  Countries in the region have had specific disputes with Brazilian corporations and with the Brazilian government, but these do not seem to have detracted from the broader appeal of Brazil’s vision and leadership.  Brazil’s low-key management of its power has helped it to weather disputes and maintain good relations with neighbors, while Lula in particular has been a popular and revered role model (Margolis 2008). 

Second, contemporary economic debates may favor Brazil’s model, especially as the larger emerging markets seek to deepen their investments in infrastructure and energy. Commitment from multilateral institutions like the IDB to the energy and infrastructure projects of the IIRSA is already strong. With world class institutions like Petrobrás and the BNDES offering partnerships or deals to private firms, foreign governments, and international governmental institutions alike, Brazil’s integration plans, may well have the best chance of surviving tough economic times – especially given new discoveries and growing demand in the region. 

Third, but perhaps least recognized in the often highly-technical debates over economic integration, is the fact that the UNASUR vision, and Brazil’s prominent but not overwhelming role within the UNASUR institutional framework, receives enormous political benefits in the other capitals of South America by the existence of a realistic, but potentially more threatening, integration alternative both to the right and to the left. The UNASUR approach to energy integration is notable for the moderate stance it strikes between the perhaps overly private-enterprise-friendly positions of the United States on the one hand, and the anti-market hostility of Venezuela on the other. Brazil has a long history of state economic management, production, investment, and regulation, and pragmatism is widely agreed to characterize Brazil’s overall foreign policy stance. Evidence from the energy sector suggests to us that South America is rather likely to integrate with a continental, rather than a Latin/Caribbean or a hemispheric scope. 
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�Regional economic integration is the process by which two or more countries become increasingly interlinked via trade, production, or finance. Formal integration arrangements range from ‘free trade areas’ to ‘common markets.’ A ‘free trade area’ consists of a group of countries that have free trade with one another but maintain separate trade policies with outside countries.  A ‘customs union’ unites countries that have free trade with one another and a common external tariff for trade outside the group.  A ‘common market’ exists when a group of countries forms a customs union, and in addition allows free movement of labor and capital among group members (Black, Hashimzade and Myles 2009). 


� Devlin and Estevadeordal (2001); Gómez Mera (2008); and Grugel (2006).


� Developmentalism in the Latin American context is an ideology asserting that the shortest path to economic growth and prosperity for poor countries is through industrialization, usually led by the state and with the protection of high tariffs (Bulmer-Thomas 1994, 278-279).  


� Katzenstein (2007); Buzan and Waever (2003); Acharya (2007).


� Structuralism is related to developmentalism.  It has several meanings, but we refer here to the idea that the world economy is structurally biased against poor countries.  Specifically, the terms of trade between primary product exporters (normally poor countries) and exporters of manufactures (normally rich countries) tend to decline over time – the Singer-Prebisch thesis.  Thus, in order to grow and prosper, primary product exporters must industrialize, usually via state-sponsored import-substituting policies (Prebisch 1949; Furtado 1959).


� Historian Laura Randall, in an email communication in late 2009, noted the striking similarities between the three contemporary regional integration visions profiled here and the colonial governance structure, centered in present-day Mexico but including much of what is now U.S. territory (Viceroyalty of New Spain, established 1535), the Andes (the Viceroyalty of Peru, established in 1544, from which the Viceroyalty of New Granada, headquartered in Caracas, separated off in 1717), and Brazil (the Viceroyalty of Brazil, governed from Portugal after 1640). 


� Proven oil reserves are “those quantities of petroleum which, by analysis of geological and engineering data, can be estimated with a high degree of confidence to be commercially recoverable from a given date forward, from known reservoirs and under current economic conditions” (CIA World Factbook 2009).


� Renewable energy is any energy source that is “naturally regenerated” and “virtually inexhaustible,” but whose flow may be limited. Sources include “biomass, hydro, geothermal, solar, wind, ocean thermal, wave action and tidal energy” (U.S. Energy Information Administration 2010). 


� For more information on the Brasília Platform, see ECLAC’s web page on the agreement: http://www.eclac.cl/cgi-bin/getProd.asp?xml=/dmaah/noticias/discursos/5/13555/P13555.xml&xsl=/dmaah/tpl-i/p4f.xsl&base=/tpl/top-bottom.xslt.


� Here the bias of the foreign industry expert is evident. It is not clear why foreign direct investment, rather than local investment, should be subsidized, or why other sectors of the economy should not take precedent over the energy sector.    


� Energy investments, especially in developing countries tend to be risky.  They involve large amounts of capital, take a long time to yield a profit, often involve many investors, and are subject to changes in host-country government policies and economic climate (such as exchange rates).  For more information, see Razavi (1996).


� There have been five Summits to date: Miami (1994); Santiago, Chile (1998); Quebec City, Canada (2001); Mar del Plata, Argentina (2005); and Port-of-Spain, Trinidad and Tobego (2009).  The sixth is scheduled for 2013 in Colombia.


� The main reason for the halt has been disagreements between the United States and Brazil, but additional stubbornness and hostile rhetoric from Venezuela has also been a factor. Brazil and the United States are the co-chairs of the FTAA, and at a trade meeting in Miami in 2003, they changed the basis of the FTAA from a “comprehensive, single undertaking principle” to “a two-tier framework comprising a set of ‘common rights and obligations’ for all countries, combined with voluntary plurilateral arrangements with country benefits related to commitments” (Hornbeck 2005, 1).


� PetroCaribe is just the latest in a long line of such programs, however, and some of them pre-date Chávez.  Also, Chávez, through PDVSA’s U.S.-based refining subsidiary, Citgo, has provided low-cost heating oil to needy families in the U.S. (Sullivan, Rush and Seelke 2008; James 2006).


� All figures are in constant 2008 dollars.  See “Oil price history and analysis” and the table “Crude Oil Prices, 1947-August 2009” at � HYPERLINK "http://www.wtrg.com" ��www.wtrg.com�, accessed 26 February 2010.


� From graph of “NYMEX Crude Oil Futures” at � HYPERLINK "http://www.wtrg.com" ��www.wtrg.com�, accessed 26 February 2010.


� In using UNASUR as a short hand for Brazil’s vision of regionalism, we do not wish to suggest that all of the countries that signed the treaty agree with Brazil’s vision of economic and energy integration.  Both CAN and MERCOSUR have been plagued by internal divisions, Chile has initiated and terminated associations with both groups, and UNASUR itself is already experiencing disagreements.  For more extensive treatment of these dynamics see Gomez Mera (2008), Malamud (2005), and ECLAC (2008).


� The structure of Petrobrás is complex, and includes multiple subsidiaries. See the Petrobrás website: http://www2.petrobras.com.br/ingles/index.asp.


� Some in the Brazilian Congress, however, think that President Lula’s plan for tying Brazil’s health and education funding to Petrobrás’ revenues will place these programs’ future funding at risk (“Brazil’s Lula meets foes” 2009).


� Pre-salt oil is found in a layer of the earth’s crust called the ‘pre-salt layer.’  Brazil’s pre-salt discoveries are on average 18,000 feet below the ocean surface.  This depth constitutes significant challenges to recovering the oil and natural gas located there (U.S. Energy Information Administration 2009b).
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