
Members of the Organization of American States (OAS) voted on June 3rd 
to approve the Resolution on Cuba, revoking a 1962 measure expelling the 
communist country. Cuba’s participation, however, must first include 
dialogue initiated by the Government of Cuba and be “in accordance with 
the practices, purposes, and principles of the OAS.” Cuba has made it clear, 
however, that it does not want to return to the international body, accusing 
it of being a tool of the US. 

On June 28, 2008, the left-leaning pro-Chávez President of Honduras, José 
Manuel Zelaya, was arrested by the military following Supreme Court 
orders. In a regional show of support for Mr. Zelaya, on July 4th, The Special 
General Assembly of the OAS decided to suspend the right of Honduras to 
participate in the institution. The ousted president has since tried numerous 
re-entries into Honduras, none of them successful.  

In late July, Colombia announced that it had seized Swedish-made antiair-
craft grenade launchers from the FARC, which it alleges were originally sold 
to Venezuela. Venezuela denies supplying arms to the guerilla group and, 
offended over the accusations, has broken diplomatic ties with Colombia. 
Mr. Chávez, along with other regional leaders, has also been angered by 
news that Colombia is negotiating with Washington an expanded role for 
US troops in the country as part of joint anti-narcotics efforts. 
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EDITOR’S NOTES 
DURING THE FIFTH SUMMIT OF THE AMERICAS in April, hemispheric 
leaders gave priority to efforts to ensure energy security, to promote 
alternative energy resources and to confront the effects of global 
climate change. In a modest effort to contribute to the aim of increased 
hemispheric energy cooperation, this second edition of Insights From 
The Field provides in-field perspectives on regional energy sources, 
challenges and governmental plans for the future. It also highlights the 
revival of a centuries-old maritime dispute involving neighbors Chile, 
Peru and Bolivia. 

While the first edition was very well received, Insights has already under-
gone some formatting changes in an effort to improve presentation, 
highlight summary information and allow for more sophisticated distri-
bution management.

Best Regards,
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ALL EYES ON ENERGY IN THE AMERICAS

Latin America is a region rich in 

natural resources at a time when the 

world is waking up to their increas-

ing scarcity and vulnerability. As 

governments across the globe begin 

to accept that fossil fuels are finite, a 

world-wide quest for alternative 

energy sources begins. While the 

current economic crisis has tempo-

rarily lessoned demand, prices and 

investments in expensive alternative 

energy projects, they remain the 

future. And, in fact, they are already 



The Brazilian government is planning on increasing national uranium production four-fold to 1,600 tons annually 
by 2012. This will help meet increased demand for uranium as Brazil looks to build three to four more nuclear 
plants by 2030. The building of its third nuclear power station, Angra III, will resume this September, after being 
stalled for two decades. 

On May 18th, in response to indigenous protesting, the Peruvian government issued an emergency decree autho-
rizing military intervention to maintain essential supplies. Protestors are trying to prevent oil field development in 
Peru’s northern provinces, claiming that it infringes on indigenous lands and natural reserves. On June 6th  in 
Peru’s Amazon region, protests over land rights by indigenous residents resulted in clashes with security forces and 
about 60 deaths.

The US and Colombia are negotiating for increased troop presence in the South American country to bolster joint 
anti-narcotic efforts. Likely access to three military bases will help compensate for the loss of the Manta, Ecuador 
base. This year, left-leaning Ecuadorian President Rafael Correa refused to renew the contract with the US military, 
forcing it off the Manta base by November after 10-years in-country.

DEFENSE MATTERS
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It is rumored that Chinese state oil companies China National Offshore Oil Corporation (CNOOC) and China 
National Petroleum Corp (CNPC) are interested buying a minority stake in Argentina’s principal oil company YPF 
from the Spanish group Repsol, which currently owns 86% of the company’s stock. Some press reports have even 
claimed that the Chinese would be willing to pay US$14.5bn for a 75% stake in the company, which would give 
China a lot of clout in a country where it is already the main buyer of grains. While the markets responded favor-
ably, the news was received with caution in Argentina. The Argentinean government has the right to veto any 
proposal that affects more than 15% of YPF. 

Royal Dutch Shell of the UK and Netherlands has agreed to buy the aviation fuel business of Brazil’s Cosan Indus-
tria e Comercio, a sugar and ethanol producer. Shell Brazil reported it will pay US$73.8m for the unit.

In late May 2009, the Argentinean government signed an agreement to buy 20 new aircrafts for about US$700m 
from Brazil’s Embraer to reinforce the newly nationalized Aerolineas Argentina’s fleet. This was an important move 
for the national airline that, since the early 1990’s hasn’t purchased new aircrafts. The last new aircrafts were 
purchased from US McDonnell Douglas in 1993.

BUSINESS MOVES
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These six plants, with 4GWe in total, stand for about 1.4% of the world 
nuclear net installed capacity. On a country basis, it represents the 6.2 % of 
the total electrical generation in Argentina, about 4.6% in Mexico, and 2.8% 
in Brazil.  

The figure shows Latin American development compared to some key players 
of the global nuclear power arena, expressed as incidence of this source on 
the total electrical output. The number of reactors in operation gives an idea 
of the scale of the nuclear industry in each country.  

Information from the World Nuclear Association, points out that today there are 44 plants under construction in 13 
countries, but just 2 of them are located in Latin America: Atucha II in Argentina, whose completion is expected for 
2010 and the recently reactivated Angra III in Brazil, which could be in operation by 2014. 

At present, about 28 states have been evaluating the nuclear power alterna-
tive (although some of them in a preliminary stage of planning, or just as a 
proposal). This number may vary depending on the source, but it is a fact that 
at least three Latin American countries, Chile, Venezuela and Uruguay, have 
recently showed interest in seeking to diversify into nuclear power.

The attention on nuclear energy by governments within the region could be 
linked to a search for stability of power sources, by breaking the reliance on 
fossil fuels and hydropower, commonly affected by natural, political, or 
economical phenomena such as shortages, supply interruptions, high prices, 
and droughts. 

Chile, a country under an inherent seismic threat, carried out technical stud-
ies during 2007 and 2008 in order to evaluate future nuclear power options. 
The Zanelli Commission, in charge of the study, highlighted the strategic
importance of any decision on the matter and recommended not to discard the nuclear option, as well as the need to 
review the country’s legal and institutional framework for correct decision making. The experts also stated the avail-
ability of adequate anti-seismic technologies, to minimize potential safety risks on a nuclear power facility.    

In Venezuela, Chávez administration has sought, so far to no avail, to get nuclear technology from several countries 
such as Argentina, Brazil, Iran, France, and Russia in order to build a nuclear power plant which could balance severe 
power outages. For example, a broad civil nuclear framework agreement including “research reactors and nuclear 
power plants” was signed during the visit of Russian President Medvedev to Venezuela in November 2008.  
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THE ATTENTION ON NUCLEAR 
ENERGY BY GOVERNMENTS WITHIN 
THE REGION COULD BE LINKED TO A 
SEARCH FOR STABILITY OF POWER 
SOURCES, BY BREAKING THE RE-
LIANCE ON FOSSIL FUELS AND 
HYDROPOWER, COMMONLY AF-
FECTED BY NATURAL, POLITICAL, OR 
ECONOMICAL PHENOMENA SUCH 
AS SHORTAGES, SUPPLY INTERRUP-
TIONS, HIGH PRICES, AND DROUGHTS.

TODAY, 439 POWER PLANTS OPERATE 
IN 31 COUNTRIES, 6 OF THEM IN 
LATIN AMERICA: LAGUNA VERDE I 
AND II IN MEXICO, ANGRA I AND II IN 
BRAZIL AND ATUCHA I AND EMBALSE 
IN ARGENTINA.
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Country Name Location Type/ Technology Net Output (MWe) First power 

Argentina 
Atucha I Near Buenos Aires Natural Uranium -  

PHWR - Siemens KWU 
335 1974

Embalse Córdoba Natural Uranium -  
PHWR – Candu 6 - AECL

600 1983

Brazil 
Angra I Near Rio de Janeiro Low enriched uranium -

PWR – Siemens - KWU
626 1982

Angra II Near Rio de Janeiro Low enriched uranium 
PWR -  Siemens - KWU

1270 2000

Mexico 
Laguna Verde I Veracruz Low enriched uranium 

BWR - GE 
654 1989

Laguna Verde II Veracruz Low enriched uranium -
BWR - GE 

654 1994

Total Latin America

TABLE 1

4139



Years before, there were some signs of interest by officials from the Venezuelan state owned oil company PDVSA 
about acquiring Argentine reactors CAREM to produce high temperature vapor, which could be injected into wells to 
liquefy heavy oil. 

France could be interested in supplying nuclear technology to Venezuela as well, but no action has been taken so far 
leaving a potential future agreement as only speculation. Uruguay has also considered a re-analysis of its energetic 
matrix toward bigger diversification and autonomy, and many voices are requesting a change in the country’s legal 
framework, which currently forbids the use of nuclear energy. Today the country is strongly dependent on hydro-
power, oil imports, as well as gas and electricity supplied by Argentina. 

A very special case is the Cuban one. Over the last several decades the nation has lived with a drastic energy crisis, as 
it mainly depends upon imported oil. In 1976 it signed an agreement with the Soviet Union to build two reactors of 
440 MW in Juragua, Cienfuegos province. Construction began in 1983 but was stopped in 1992 due to financial 
reasons. After that, all attempts of restarting the project, even with different external partners, including assistance 
from the IAEA, led to failure. Moreover, the US is opposed to Cuba’s nuclear program for environmental and security 
reasons. There could, however, be a reactivation of its program in the future, or at least part of it, should Cuba’s 
energy needs persist and should Cuba become more globally integrated.

The growth in the number of reactors in the world will necessarily lead to a growth in nuclear fuel production. For 
example, the world uranium enrichment installed capacity is expected to rise from the current 55 million SWU/yr 
(separation work units per year) to about 73 million SWU/yr by 2015. Latin America’s contribution in terms of capacity 
is owed to a small Brazilian industrial plant located in Resende, near Rio de Janeiro, and an even smaller pilot plant 
in Pilcaniyeu, near Bariloche, Argentina. Together they create 140,000 SWU/yr, or about 0.3% of the total. In the 

Brazilian case, such capacity will be enough to progressively enrich the 
uranium required by the current power reactors, and to supply fuel for the 
future nuclear submarine being purchased from France. In fact, Brazilians 
hope to become self-sufficient in nuclear fuel (an important milestone in 
Brazil's national plans) by 2012. It is clear that domestic production, because 
of the plant’s small scale, is not able to be competitive in costs, versus inter-
national markets, but the plant provides Brazil the strategic possibility of 
dominating the entire nuclear fuel cycle. 

In February 2008, Argentina and Brazil signed a nuclear cooperation agree-
ment which included a model nuclear power reactor to meet the countries’ 
and eventually the region’s electrical systems needs, and that also included a 
bi-national uranium enrichment company. Nevertheless, doubts about feasi-
bility of the joint project, given its intrinsic complexity and modest progress, 
persist after more than a year after its launch date.

LONG TERM PLANS

Looking toward the future, information from the World Nuclear Association states that there are significant long 
term plans for capacity increase in countries such as China, with 103 reactors being planned and proposed, and 
another 25 by India, 36 by Russia, 31 by the US, 22 by the Ukraine, and 14 by Japan.

Brazil’s 2030 Energy Plan projects four new nuclear power stations of about 1,000 MW each. Brazil currently depends 
on hydroelectric power for 91% of generation. There have been statements by government officials suggesting that 
Brazil would be able to install more than 60,000 MW of nuclear energy within the next 50 years, which implies build-
ing one power plant per year, but this pace is not considered feasible given the country’s current capabilities.

Argentina still needs to develop reliable, long-term and integrated energy plans to be able to define the role of 
nuclear power, the number of reactors, as well as technology and fuel requirements. In August 2006, the government 
announced a US$3.5 billion strategic plan to complete Atucha II and to extend the life of Atucha I and Embalse. 

IN FEBRUARY 2008, ARGENTINA AND 
BRAZIL SIGNED A NUCLEAR COOP-
ERATION AGREEMENT WHICH 
INCLUDED A MODEL NUCLEAR 
POWER REACTOR TO MEET THE 
COUNTRIES’ AND EVENTUALLY THE 
REGION’S ELECTRICAL SYSTEMS 
NEEDS, AND THAT ALSO INCLUDED 
A BI-NATIONAL URANIUM ENRICH-
MENT COMPANY. 
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During 2007, an agreement with AECL opened the possibility of advancing 
with the project to build one or two 740 MWe CANDU-6 reactors with a 
design based on the twin reactors of Quinshan, China.  

Mexico is highly dependent on hydrocarbons, and is an exporter of crude oil. 
Approximately 90% of all the energy used in Mexico comes from oil and gas 
and only approximately 5% comes from hydro sources. The Mexican govern-
ment is open to adding several more reactors, with a horizon of 15 years, to 
diversify its energy matrix, but there is no formal plan or actions yet. 

Even considering such hypotheses, Latin America’s share of world nuclear 
power would reach about 5.6% of the total electricity generation in the most 
optimistic scenario, still considerably below the projected world average of 
14.4%. See Table 2.

KEY REGIONAL CHALLENGES

Nuclear energy has always created great challenges: technology, costs, safety, security and proliferation. Therefore, a 
higher level of activity, more actors (the potential new-comer states), and more sensitive technology (and materials) 
around the region would surely add complexity and increase nuclear risks. 

A conceptual framework is required in order to understand the magnitude of the challenges that Latin America will 
face regarding nuclear power expansion. 

A primary issue to take into account is the dual nature of sensitive nuclear technologies involved, especially uranium 
enrichment, which is a principle ingredient in the production of fuel for reactors and/or nuclear weapons grade material. 

BRAZIL’S 2030 ENERGY PLAN PROJ-
ECTS FOUR NEW NUCLEAR POWER 
STATIONS OF ABOUT 1,000 MW 
EACH. BRAZIL CURRENTLY DEPENDS 
ON HYDROELECTRIC POWER FOR 
91% OF GENERATION. THERE HAVE 
BEEN STATEMENTS BY GOVERNMENT 
OFFICIALS SUGGESTING THAT BRAZIL 
WOULD BE ABLE TO INSTALL MORE 
THAN 60,000 MW OF NUCLEAR 
ENERGY WITHIN THE NEXT 50 YEARS.
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Latin America World Share Latin America World Share
Current Status In operation In operation vs . World Under construction Under construction vs . World

Item

Number of nuclear power 
reactors

6 439 1,4% 2 44 4,5%

Current nuclear electrical 
net capacity [GWe]

4,1 372,0 1,1% 2,0 38,8 5,2%

Contribution of nuclear 
power to the electrical 
generation 2009

2,3% 14,2%

Contribution of nuclear 
power to the electrical 
generation 2030 Estimate

3,7%  - 5,6% 12,4% - 14,4%

Enrichment [Countries] 2 13 Resende, Brazil: 120 tSWU/yr  and Pilcaniyeu, Argentina: 20 tSWU/yr

Capacity [tSWU/yr] 140 55.000 0,3%

Sources: 
World Nuclear Association, April 2009.
Energy, Electricity and Nuclear Power Estimates for the period up to 2030, IAEA, 2008.
Global Fissile Material Report 2008, IPFM, 2008.

Latin American electric generation mainly relies on hydro and gas. World reflects the broad 
arc from 76.8% in France to 1.9% in China.

Contribution of nuclear power to electrical generation in Latin America is expected to 
follow an upward trend, mostly due to the addition of new plants to the current players' 
grids.

In operation In operation vs . World vs . WorldUnder construction Under construction

TABLE 2



In addition, Latin American countries, as every State Party of the 1970 
Nuclear Non Proliferation Treaty (NPT)  have got the inalienable right to 
peaceful uses, within the current nuclear disarmament and nonprolifera-
tion agreement. The international agreement requires for non nuclear 
weapons states to put all their nuclear plants under the International 
Atomic Energy Agency´s -IAEA’s- control and verification rules, known as 
“full scope safeguards”, aimed at ensuring that no nuclear material be 
diverted to undeclared uses. An improvement to the system came with the 
IAEA’s Model Additional Protocol which allows much more intrusive verifi-
cations, but this document hasn’t been signed by Brazil or Argentina, an 
issue that has been deeply worrying the international community.  

Furthermore, as stated by 1967 Tlatelolco Treaty, Latin American and Caribbean nations have committed as a whole 
to keep the region as a nuclear weapon free zone, a concept confirmed by several other documents at a sub-regional 
and bilateral level such as the Quadripartite Agreement of 1994, which gave legitimacy to the ABACC, the Brazilian-
Argentine Agency of Nuclear Materials Accounting and Control, in charge of both countries’ “neighbor-to neighbor 
control”. 

Another issue has to do with the declared intention of terrorists to acquire and employ nuclear weapons, which 
poses even more concern over control of nuclear technologies and sensitive materials.

Within the described framework, the three challenges of utmost priority for the region, if nuclear expansion takes 
place, would be: 

1/ To reach a rational nuclear power development throughout the region. This requires a deep, long-term analysis of all alter-
natives for power generation, their feasibility and convenience, on a country-by-country, but also on a regional basis. Decisions 
should be made taking into account the sustainability and optimization of natural resources based on true energy needs, rather 
than on a search for prestige or interest in following trends. 

2/ To achieve an adequate integration of new-coming states, to keep the highest standards on nuclear safety and security. This 
implies shared responsibilities between new-comers and suppliers. The first undertaking should be necessarily seen as a long 
term process [maybe even decades], when the regulatory framework, the infrastructure and the build-up of human capabilities 
should be progressively developed. This is a key to the nuclear success, given that human capital and nuclear culture cannot be 
measured in years, but in decades. In addition, suppliers should support potential new-comers, before, during, and after the 
decisions are made.  “Full service” alternatives including facility, fuel, spent fuel, and waste management should prevail.

3/ To ensure that nuclear power growth in the region is done within a strict, nonproliferation framework. This implies to keep 
working an effective scheme of verification and control to avoid that sensitive materials or technologies could wind up in the 
wrong hands. It would be useful to analyze an increasing role of regional control under the IAEA’s supervision, given the 
successful ABACC’s concept and practices, together with a full adherence to the Additional Protocol. 

It is early to state with certainty that there will be a significant nuclear expansion in Latin America in the next several 
years. Nonetheless, decisions regarding regional nuclear development will require a high degree of responsibility by 
governments, as they imply long-term commitments and high risks. Nuclear power choices should be based on ratio-
nal, needs-based assessments and on an adequate appraisal of benefits versus risks. The nuclear option is beneficial 
for communities, only if challenges relating to safety, security, and nonproliferation are managed wisely. Smart 
decisions regarding nuclear energy won’t happen through isolation, but rather through international cooperation 
based on recognized common strategic goals.

AS STATED BY 1967 TLATELOLCO 
TREATY, LATIN AMERICAN AND 
CARIBBEAN NATIONS HAVE COM-
MITTED AS A WHOLE TO KEEP 
THE REGION AS A NUCLEAR 
WEAPON FREE ZONE, A CONCEPT 
CONFIRMED BY SEVERAL OTHER 
DOCUMENTS. 
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JANIE HULSE: Brazil appears to have the perfect combination of alternative 
and fossil fuels, with plenty of reserve for the future. What, if any, are the 
vulnerabilities of Brazil’s energy matrix? 

ROBERTO SCHAEFFER: I would agree that Brazil has made some significant 
advancement in the area of alternative energy with 80% of electricity 
production coming from hydro-electric dams and the rest mostly from sugar 
cane production. (Brazil is the second largest producer of ethanol after the 
United States and 90% of ALL passenger vehicles sold in the country today 
can run on a mix of ethanol and gasoline.) But one needs to be careful when 
using the 46% figure as it is inflated by the inefficient processing of an etha-
nol byproduct called bagasse (which is the woody part of the sugarcane that 
remains after crushing it to produce sugar and ethanol) that is burned quite 
inefficiently for power production to supply the sugar mills and ethanol 
distilleries themselves, but that could be burned much more efficiently so as 
to generate much more of electricity that could be sold to the electricity grid. 
The discount rate for the sale of ethanol is about 20-25% while that for sale 
of electricity is around 10%. This creates major incentives for ethanol produc-
tion but not for the production excess electricity for exports to the electricity 
grid. It is also important to keep in mind that ethanol distilleries in Brazil date 
back to colonial times and are traditionally slow to innovate. Therefore, the 
low-pressure boilers used to produce electricity are not the most advanced or 
efficient. 

There is also growing concern regarding the impact of climate change on 
Brazil’s energy security. We have been conducting scenario-based studies to 
understand how climate change may affect our energy supply. We have 
found that renewable energy dependence makes Brazil more vulnerable to 
climate change. We know that there will be wetter wet periods and drier dry 
periods. This flux in precipitation will aversely impact on the hydroelectric 
dams that are located in the drier, northern part of the country. After having 
studied data over the last 70 years in Brazil, we are convinced that history is 
not a good indicator for predicting Brazil’s energy security in the future. 

JH: I would imagine there are some issues over the environmental impact of 
hydroelectric dams in the country, right?

RS: That’s correct. Hydro-power is not without its problems. The construction 
of big dams in Brazil started in the 50’s and 60’s, and continued around the 
time of the country’s first military dictatorship (1964-1979). They were not 

constructed with much consideration for the environment. They were installed in remote areas far from the big cities 
where their destructive impacts were less visible. Increasing awareness in the late 60’s, 70’s and 80’s and growing pres-
sure from NGOs and community groups have reversed this trend. Today, the government needs an environmental 
license before it can put the right to bid for the construction of the dam in the market, and the requirements are 
quite strict. This has slowed down the expansion of hydroelectric plants in recent years. Indeed, the expansion of 
hydro-electric plants in Brazil is expected to diminish in relative terms. By 2030, it has been projected that hydro-
power will make up 70% of Brazil’s electricity production. Keep in mind that, at present, Brazil is only utilizing 1/3rd 
of its hydro capability. As hydro-power’s share of consumption shrinks, fossil fuel consumption supplied by new, 
easier-to-build fuel oil and diesel power plants will likely grow. These plants will later draw on Brazil’s increased 
supply of natural gas once it becomes available.

BRAZIL IS A SUBJECT OF GREAT INTEREST 

TODAY AMONG INTERNATIONAL PRACTI-

TIONERS AND SCHOLARS ALIKE THANKS 

TO ITS ECONOMIC SUCCESS AND GROW-

ING INTERNATIONAL INFLUENCE. BRAZIL’S 

ACHIEVEMENTS IN THE ENERGY DOMAIN 

ARE ALSO PARTLY RESPONSIBLE FOR THIS 

INTERNATIONAL ATTENTION AND RESPECT. 

AS WORLD GOVERNMENTS BEGIN TO 

CONSIDER THE ADVANTAGES OF GOING 

GREEN, RENEWABLE ENERGIES ALREADY 

ACCOUNT FOR 46% OF BRAZIL’S INTERNAL 

ENERGY CONSUMPTION (WHILE OECD 

COUNTRIES’ AVERAGE IS ABOUT 5%). 

MOREOVER, BRAZIL HAS RECENTLY 

DISCOVERED SIGNIFICANT NATURAL GAS 

RESERVES AND SEVERAL BILLION BARRELS 

OF CRUDE OFF ITS COASTS AND IS 

ADVANCING QUICKLY TO EXPAND ITS 

NUCLEAR POWER CAPABILITIES. FROM THE 

OUTSIDE, IT SEEMS LIKE A PERFECT MIX. 

THIS INTERVIEW WITH RIO DE JANEIRO-

BASED ENERGY EXPERT ROBERTO SCHAEF-

FER, HOWEVER, REVEALS SOME OF THE 

VULNERABILITIES OF BRAZIL’S CURRENT 

ENERGY MATRIX AND SHOWS WHY THE 

STRATEGIC MOVE TOWARD MORE 

NUCLEAR POWER IS NOT NECESSARILY 

EMBRACED BY BRAZILIAN TECHNICAL 

EXPERTS WHO ARE PUSHING FOR MORE 

ENVIRONMENTALLY SOUND AND COST-

EFFECTIVE POWER SOURCES.
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JH: What is your opinion of the Brazilian government’s push for more nuclear power?

RS: Some politicians have been pushing for increased nuclear energy production. In fact, Brazil’s official energy plan 
for 2030 includes the construction of three to four more plants in the next twenty years. But the only concrete plan 
at this stage is the building of a 3rd nuclear reactor, Angra III. Beyond this, no one knows what will happen. And the 
truth is that many technical specialists are against the building of nuclear power since there are many cheaper and 
more efficient alternatives. There is also concern in the scientific community that we don’t have enough young 
people going into engineering and other related sciences to manage the plants.

JH: What you’re saying indicates that there are other, more strategic motives for the increasing nuclear capability.

RS: For sure. Brazil has the 6th largest uranium reserves in the world and the country has plans to exploit this and even 
build its own nuclear submarine. There are presently two nuclear plants running that were built in the 70’s and 80’s. 
Brazil is quite proud that it is one of the few countries that have full command of the nuclear cycle.

JH: Which countries, would you say, are Brazil’s key partners in the energy realm?

RS: I know that there have been extensive conversations with Germany and France and that France is particularly 
interested in cooperating with Brazil on the nuclear question. Brazil also tries to share its experience and capabilities 
with others. Historically there has been cooperation with African countries but it never has amounted to too much. 
Brazil’s experience with South-South cooperation has not been very successful. There are also currently some projects 
to install ethanol plants in the Caribbean in order to take advantage of the preferential trade agreement with the 
United States.

JH: Do you believe there is an opportunity for increased cooperation with the United States as proposed by President 
Obama?

RS: Cooperation with the US is always welcome. From the technology side, I see good prospects for cooperation in 
solar power generation and second-generation biofuels. I also think there could be some cooperation in clean coal 
technology and electric and hybrid cars. From the policy side, learning from the US experience with energy efficiency 
programs, including minimum efficiency standards for appliances and equipments in general, and even demand side 
bidding, would be welcome as well.

JH: How are the recent Itaipú negotiations with Paraguay being received 
locally in Brazil?

RS: The negotiations are basically finished and there is pressure from the 
government to help Paraguay. Some technical ministers, however, are in 
disagreement with President Lugo’s attempt to rescind the original contract 
which states that Paraguay will reimburse Brazil for its larger initial invest-
ment in the project by selling energy produced by the dam to Brazil at low 
tariffs. Paraguay now wants a higher portion of the dam’s production to sell 
in Brazil’s free market, largely to industrial consumers. If Paraguay gets its 
way, and it seems it will, the Brazilian residential consumers will see their 
tariffs increased because part of the cheap electricity from Itaipú will not be 
sold in the regulated market anymore, but only in the free market, for which 
residential consumers have no access. 
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DROWNED OUT BY THE DIN OF IRAQ, Afghanistan, terrorism, and nuclear 
crises in Iran and North Korea, on March 18, 2009, Peru brought an almost-
forgotten maritime dispute with Chile to the International Court in The 
Hague. Although this dispute may appear to be trivial by world standards, it 
could end up dragging the United States into a conflict between two crucial 
friends in the Southern Cone and seriously damaging American policy in all 
of Latin America. 
  
There are many geographical disputes in the world, and most of them arise 
out of technical problems and the ambiguities of the matters involved. These 
cases are generally resolved on the basis of a compromise with which both 
sides could live satisfactorily. 
  
However, the strangest and most intractable aspect of the Chile-Peru dispute 
is not each side’s technical interpretation of existing treaties, but whether a 
treaty exists or not. 
  
What is the nature of this dispute? And why was it not resolved diplomati-
cally? 
  
SLOPPY DIPLOMACY
  
In 1879, a naval battle between Peruvian and Chilean warships provoked an 
all-out war. Chile invaded to the north, annexed Bolivia’s outlet to the sea 
and captured Peruvian territory all the way up to Lima. After fifty years of 
occupation and partial withdrawals, Chile and Peru signed the Treaty of Lima 
in 1929 which fixed the line of latitude 18º21’03” as being the common terri-
torial limit. Article 3 called for a physical marker to be placed at that point by 
a mixed Peruvian-Chilean commission. In case of a dispute, according to the 
1929 treaty, the President of the United States of America would name an 
arbitrator whose decision would be final and could not be appealed. The US 
mediated the conflict in the 1920s and agreed to serve as arbitrator, but 
neither party has ever invoked the arbitration clauses. 

A NEARLY FORGOTTEN MARITIME DISPUTE 

BETWEEN CHILE AND PERU ALONG THE 

PACIFIC COAST OF SOUTH AMERICA IS 

ONCE AGAIN RECEIVING SOME INTERNA-

TIONAL ATTENTION. A 1929 TREATY 

SIGNED BETWEEN THE TWO COUNTRIES 50 

YEARS AFTER ALL OUT WAR MAKES THE 

UNITED STATES THE PRINCIPAL ARBITER IN 

THE CASE OF CONFLICT. TO DATE, NO 

PARTY HAS INVOKED THE ARBITRATION 

CLAUSE DESPITE TENSIONS OVER THE LAST 

FEW DECADES. IN 2005, THE PERUVIAN 

CONGRESS UNILATERALLY IMPOSED MARI-

TIME LIMITS ASSERTING SOVEREIGNTY 

OVER 65,000 SQ.KM. OF WATERS WHICH 

CHILE CLAIMS IS THEIRS. IN 2009, CHILE 

BROUGHT THE CASE TO THE INTERNA-

TIONAL COURT OF JUSTICE AT THE HAGUE. 

BOLIVIA’S INTEREST IN ACCESS TO THE SEA 

THAT IT LOST IN THE 1879 NAVAL BATTLE 

ADDS AN ADDED DIMENSION TO A 

DISPUTE THAT IS LARGELY OWED TO 

UNCLEAR DELINEATION AND LANGUAGE 

IN PAST TREATIES. SHOULD THESE SOUTH-

ERN CONE COUNTRIES FAIL TO REACH AN 

AGREEMENT, THIS ARTICLE SHOULD SERVE 

US POLICYMAKERS WHO MAY BE CALLED 

ON TO NAVIGATE VERY MUDDY WATERS.
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ARTICLE SUMMARY

IN CASE OF A DISPUTE, ACCORDING 
TO THE 1929 TREATY, THE PRESI-
DENT OF THE UNITED STATES OF 
AMERICA WOULD NAME AN ARBI-
TRATOR WHOSE DECISION WOULD 
BE FINAL AND COULD NOT BE 
APPEALED. THE US MEDIATED THE 
CONFLICT IN THE 1920s AND 
AGREED TO SERVE AS ARBITRATOR, 
BUT NEITHER PARTY HAS EVER 
INVOKED THE ARBITRATION CLAUSES.

AUGUST 2009

The Treaty of Lima made no mention 
whatsoever of maritime rights. But 
Article 12 of the treaty stipulates that 
if there are any unresolved controver-
sies arising out of this treaty, the 
President of the United States would 
decide the matters. 
  
Peru measures its zone of economic 
extension 200 miles at right angles to 
its coast. But since Peru‘s coastline 
angles down toward Chile, the Peru-
vian maritime limit would overlap 
with Chile’s zone. Therefore a nego-
tiation was necessary to resolve the 
matter. 
  

Peru claims that to date, no treaty on sovereign maritime limits has yet been signed. Chile, however, cites the Declara-
tion of Santiago of 1952 – signed by Chile, Peru and Ecuador –  and the Maritime Zones Convention of 1954 as being 
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“final agreements” which resolved the issue by applying the principle of the territorial limit (latitude 18º21’03”)  
being the determining factor and therefore represents the maritime delimitation, thus avoiding an overlap. 
  
Peru, on one hand, claims that the 1952 Declaration applied the principle of the territorial limit only to the question 
of the two small islands situated between Peru and Ecuador but not to the 200-mile maritime limit between Peru and 
Chile. Similarly, Peru insists that the 1954 Convention was a fishing rights agreement establishing an economic zone 
beyond a maritime limit which had not yet been determined by Peru and Chile, since the 1952 Declaration established 
sovereign maritime limits only between Peru and Ecuador. According to Peru this Declaration expressly omitted any 
reference to the first 12-mile sovereign limit since that would have required a specific definition and thus a separate 
treaty.  
  
Chile, on the other hand, claims that these agreements fixed the 18º 21’03” parallel as being the maritime limit and 
that documents interchanged in 1968 between the governments of Peru and Chile upheld this line. Peru, however, 
claims that the 1968 document utilized “an ambiguous and erroneous interpretation of the 1952 and 1954 agree-
ments” and that they did not serve to ratify any maritime limit at all. 
  
Peru informed the government of Chile on May 23, 1986, that they considered a new negotiation to be necessary to 
resolve the matter. They reaffirmed their demand on October 20, 2000, in another note to the Chilean government. 
Peru, having not received any response, informed the United Nations on January 9, 2001, that Chile and Peru had 
never established the 18º21’03” line as being a maritime limit. Peru insisted again on a negotiation, and reiterated 
that Peru does not recognize that line as being valid under international law. On November 3, 2005, the Peruvian 
Congress voted to approve a unilateral proclamation of maritime limits asserting sovereignty over 65,000 sq.km. of 
water which Chile claims is theirs. Subsequently, on March 18, 2009, Peru formally presented its case to the Interna-
tional Court of Justice in The Hague. 
  

How will this case be resolved? First of all, the International Court will have 
to determine whether a treaty between Chile and Peru exists or not. There-
fore the “Declaration of Santiago” (“Declaración sobre Zona Marítima”) of 
1952 is the crucial document. It was signed on August 18, 1952, between 
delegates from Chile, Peru and Ecuador. This Declaration led to the creation 
of the Permanent Commission of the South Pacific, with Colombia joining as 
the fourth member of the Commission on April 16, 1980. 

  
Chile’s strategy in The Hague will be to assert the fact that Peru has always 
respected the “Chilean line” as if it were sovereign. Peru has never moved 
any warships into the disputed area and its merchant vessels respect the 

status quo.  Chile will also stress the fact that fishing rights derive from sovereign rights. That is, if Peru was ready in 
1952 to sit down and negotiate with Chile on the matter of fishing rights, it meant that Peru had already accepted 
Chile’s sovereign rights. 
  
Peru will respond by pointing out that the 1952 Declaration was not a bilat-
eral treaty, but was a trilateral declaration of principles on fishing rights, and 
that if the intention of Chile and Peru had been to sign a bilateral treaty then 
Ecuador would never have been a party to the agreement. 
  
In retrospect, the three parties should have first decided what they were 
negotiating and then titled the document accordingly so that there would be 
no doubt later as to the purpose of the Declaration. This dispute seems to 
have been caused more by sloppy diplomacy than geographical problems. 
  
But there is another complication which muddies the waters even further. In 
the Treaty of 1929, the territorial border between the two countries was to 
be defined by the “Punto de la Concordia” and indicated by a physical 
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IN RETROSPECT, THE THREE PARTIES 
SHOULD HAVE FIRST DECIDED WHAT 
THEY WERE NEGOTIATING AND 
THEN TITLED THE DOCUMENT AC-
CORDINGLY SO THAT THERE WOULD 
BE NO DOUBT LATER AS TO THE 
PURPOSE OF THE DECLARATION. 
THIS DISPUTE SEEMS TO HAVE BEEN 
CAUSED MORE BY SLOPPY DIPLO-
MACY THAN GEOGRAPHICAL PROB-
LEMS. 

THE INTERNATIONAL COURT WILL 
HAVE TO DETERMINE WHETHER A 
TREATY BETWEEN CHILE AND 
PERU EXISTS OR NOT. THEREFORE 
THE “DECLARATION OF SAN-
TIAGO” (“DECLARACIÓN SOBRE 
ZONA MARÍTIMA”) OF 1952 IS 
THE CRUCIAL DOCUMENT. 

AUGUST 2009
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IT IS HIGHLY LIKELY THAT THE 
SIDE MOST AFFECTED WOULD 
REJECT THE ARBITRATION FOR-
MULA AND RESORT TO WAR JUST 
AS IN THE 1970S WHEN ARGEN-
TINA REJECTED THE BRITISH ARBI-
TRATION DECISION IN FAVOR OF 
CHILE IN THE BEAGLE CHANNEL 
DISPUTE PUTTING IT ON THE 
VERGE OF WAR WITH ITS NEIGH-
BOR IN 1978. 
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marker called “Hito No. 1”.  
  
However, in 1930, when Chile went to place the marker on the coastline, they had to move the marker 265 meters 
inland to the northeast because they found that tidal waves might destroy it. According to Peru, this meant that the 
latitude used by Chile to delimit continental rights was also moved to the north and its extension therefore cut across 
36,000 sq.km. of Peruvian continental territory. 
  
Peru has included this point in its case presented to the Court in The Hague. Therefore this case is not only about mari-
time rights, it is also a territorial dispute. The judges in The Hague could conceivably recommend that Articles 3 and 
12 of the Treaty of Lima of 1929 be invoked, and therefore the President of the United States would have to resolve 
the matter. 
  

If that were to happen, the US would look like the “gringo bully” dictating 
to Latin America. Since there is no Solomonic formula possible that would 
satisfy both Chile and Peru equally, the US would end up being criticized by 
both sides. It is highly likely that the side most affected would reject the 
arbitration formula and resort to war just as in the 1970s when Argentina 
rejected the British arbitration decision in favor of Chile in the Beagle Chan-
nel dispute putting it on the verge of war with its neighbor in 1978. 

  
But there is an additional dimension to this regional dispute which could end 
up being the formula that would avoid the possibility of US intervention: 
Bolivia’s aspirations to regain sovereign access to the Pacific. 

  

THE BOLIVIAN CONNECTION
  
After Chile and Bolivia signed a peace treaty in 1904, Bolivia accepted that it 
had become landlocked, but it aspired to regain sovereign access to the 
Pacific. In the past, Chile had allowed certain transportation and customs 
measures to alleviate the isolation of Bolivia. For a number of years, Chile had 
refused to talk about sovereign access until 2006 when President Ricardo 
Lagos, in the final days of his term in office, discussed this matter with Boliv-
ian President Evo Morales. Since then, Morales and Chilean President 
Michelle Bachelet have held private talks on the subject. Morales, unlike his 
predecessor, has not conditioned the issue of gas exports to Chile with 
Bolivia’s demand to regain sovereign access to the sea. Chile would never 
consider trading territory for supplies of gas. But in light of Morales’s new 
pragmatic approach, Bachelet is now willing to at least listen to Bolivia’s 
proposals. 
  
After Chile signed the 1929 Treaty of Lima, a possible Bolivian outlet to the 
sea was contemplated utilizing a narrow, uninhabited strip of land of about 
3,000 sq. km. known as the “Arica Corridor”. Since then, there have been 
occasional discussions between Chile and Bolivia about a territorial swap; 
that is, Chile would trade the Arica Corridor to Bolivia in exchange for Boliv-
ian territory of equal dimensions. In fact, in the mid 1970s, Augusto Pinochet 
and Hugo Banzer arrived at a verbal agreement on a territorial exchange, but 
unfortunately, internal political agitation in Bolivia forced Banzer to with-
draw the plan. 
  
However, in the latest round of talks between Morales and Bachelet, the proposal has once again been floated in the 
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context of resolving another bilateral dispute, the matter of the waters in the Silala area in southern Bolivia. Chile 
claims that the Silala is a continuous “river” passing through both Bolivian and Chilean territory and therefore its 
usage is free and common. Bolivia, however, claims that the Silala is not a river but is in fact a series of “mountain 
-springs” entirely within Bolivian territory. 
  
On May 6, Chile agreed to pay Bolivia for water rights in Silala thus tacitly recognizing Bolivia’s position. Therefore it 
is now possible for Chile to offer Bolivia sovereign access to the sea through the Arica Corridor in exchange for Boliv-
ian territory in Silala. Such a territorial swap would be equitable and symmetrical: land-for-land, water-for water. 
  
However, Peru would not want to be cut off from Chilean territory. The Arica Corridor would run between Peruvian 
and Chilean territory and thus place a strip of Bolivian territory between the two countries. And there is speculation 
in Chile that the imminence of a Chile-Bolivia agreement prompted and hastened Peru’s demand against Chile in The 
Hague. Peru does not have a veto over a Chile-Bolivia land swap, although the Treaty of Lima requires that Peru be 
consulted. But Peru’s only recourse would be to invoke the arbitration clause and thus force the US to settle the 
matter. 
  
The best solution for all three countries would be to convene a trilateral conference involving Chile, Peru and Bolivia, 
and discuss all matters simultaneously. The outcome of such a negotiation would take precedence over Peru’s 
demand in the International Court and thus avoid the danger of the United States being called in to arbitrate the 
matter. If, however, no such agreement occurs and the matter is handled in The Hague, this article should serve US 
policymakers who may be called on to navigate very muddy waters.
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Brazil remains strong in fossil fuels, owed to numerous 

hydrocarbon finds in the last few years. Brazil’s energy 

matrix is inspiring other countries in the region (and 

throughout the world) to work toward increased self-

sufficiency by diversifying their energy sources and increas-

ing hydrocarbon exploration and processing capabilities. 

Legal and social issues have created some obstacles, but 

most Latin American governments are working through 

these in order to protect their energy security.

BRAZIL

There have been some remarkable new finds in Brazil’s 

Santos Basin, located off its southeastern coast. In November 

2007, Petrobras, the country’s mixed private/public energy 

company, reported finding the ultra-deep Tupi field, 

estimated to hold 8bn barrels of recoverable crude oil. In 

April 2008, the discovery of the nearby Carioca field was 

announced containing as much as 33bn barrels of crude. As 

a result of these finds, Brazil is expected to become one of 

the world’s top oil-producing countries, capable of pumping 

several million barrels of oil a day by 2020. 

And Brazil’s luck doesn’t seem to run out. In May and August 

2009, Brazil’s largest company, Vale, announced significant 

finds of light oil and gas off the same south-eastern coast. 

Brazil has chosen China as one of its principal partners to 

achieve this aim. In February 2009, Brazil signed an agree-

ment with China, through its China Development Bank, 

providing it with US$10bn in loans to help Petrobras develop 

the newly discovered oil reserves. In return, Petrobras will 

supply 150,000 barrels of crude a day to China this year and 

200,000 barrels starting in 2010 for a period of 10 years. 

Brazil’s economic size and dynamism are expected to eclipse 

those of many rich countries by 2050. Its recent oil finds will 

help fuel its rapidly expanding economy. And this South 

American country’s commitment to alternative energy 

resources, already making up 46% of its domestic energy 

consumption, provides it with a well-balanced, sustainable 

energy matrix. And beyond its use of hydro and bio-fuels, 

efforts are underway in Brazil to increase wind power 

generation ten-fold to 4,000MW of wind generating capacity.
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Increased self-confidence has also led Brazil toward the 

expansion of nuclear energy capabilities, with a plan to 

build four new plants by 2030. The nuclear project, however, 

appears more strategic in nature since more affordable and 

efficient alternatives to generate electricity exist.   

MEXICO’S MODERNIZATION

Despite ranking as the world’s seventh-largest oil producer, 

Mexico imports around 40% of its petroleum because of 

insufficient refinery capacity. Similarly, while a decade ago 

the country held among the highest proven oil reserves, a 

lack of investment has hindered development of proven oil 

fields and prevented exploration of new sources believed to 

lie in the Gulf of Mexico. Rather than replacing reserves 

with new discoveries, Pemex has focused on optimizing 

extraction from Cantarell, one of the world’s largest reserves 

discovered in 1979, with low costs and minimal risk. The 

result has been sustained fall in overall output.

The rigidity of laws limiting the state oil company, Pemex, 

was largely to blame for the company’s limitations in refin-

ing and exploration. As a result, in October 2008, Mexico’s 

congress approved an energy reform law proposed by Presi-

dent Calderón. The presidential proposal included a pack-

age of reforms to restructure Pemex and partly open up the 

industry to private operators and investors in exploration 

and production. The controversy surrounding the proposals, 

owed largely to fears that it could lead to privatization, 

resulted in a lengthy, divisive debate. As a consequence, the 

original package of proposals was substantially modified 

and watered down. 

Nonetheless, the new law allows Pemex to create more 

flexible private contracts and take advantage of partner-

ships without ceding its right to the hydrocarbons. The law 

also creates new governmental organizations to establish 

energy policy, assure the recoverability of existing reserves, 

devise plans for exploration, and ensure the efficient use of 

energy. Since the reform passed, plans have been 

announced to construct a new refinery worth US$10bn in 

Tula (Hidalgo state), which should help offset the shortfall in 

production in the medium term.

The full effects of this legislation have yet to be seen, but it 

likely sets Mexico on the path toward managing the full 

cycle of petroleum processing while opening up avenues for 

innovation in terms of efficient production and much 

needed alternative energy sources. 

INDIGENOUS RIGHTS 

In June 2009, in Peru’s Amazon region, protests over land 

rights by indigenous residents resulted in clashes with 

security forces and about 60 deaths. Subsequently, Peru’s 

Congress was forced to temporarily suspend two decrees 

issued by President García that gave the federal government 

the power to grant concessions in jungle areas for oil and 

logging companies without consultation with local groups. 

Protestors are trying to prevent oil field development in 

Peru’s Northern provinces, claiming that they infringe on 

indigenous lands and natural reserves.

In Chile, a new “Code of Responsible Conduct” that requires 

firms to consult with indigenous communities on planned 

investment projects will take effect in September 2009 with 

the hopes of avoiding similar tensions from erupting. To cite 

just one example of conflict, Norway’s SN Power recently put 

three hydroelectric projects in southern Chile on hold in the 

face of staunch opposition from Mapuche Indian groups. 

While some argue that the new Code will be a burden to 

investors, others -including project developers-believe it is 

positive since it creates a framework for negotiation before 

major investments are made.

Chile has also taken unprecedented action to create energy 

independence. In late June 2009, after years of volatility in 

its gas supplies from Argentina, Chile announced that it will 

no longer rely on Argentinean imports since it has created a 

special US$1bn liquefied natural gas plant (the first of its 

kind in the Southern Hemisphere).

VENEZUELA'S EXPANSION IN ARGENTINA

President Chávez is working on expanding state oil company 

PDVSA’s footprint in the region, most recently in Argentina. 

In May 2009, Chávez signed 13 cooperative agreements with 

Argentina, three of which deal with energy and involve 

logistics, distribution, transportation, infrastructure and 

technology. Moreover, since March 2008, PDVSA is in nego-

tiations with Uruguay’s state oil company ANCAP to 

purchase the 36% that ANCSOL, a subsidiary of ANCAP, 

possesses of Petrolera del Conosur, a company dedicated to 

industrial and commercial extraction of oil and derivatives. 

PDVSA already owns 46.10% of the Argentina-based 

company.

INTERNATIONAL INTEGRATION AND COOPERATION

Some Latin American governments are not just working 

toward self-sufficiency but also regional integration. While 
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there have been many past initiatives, the latest was devel-

oped through UNASUR, the Union of South American 

Nations (Unasur). Presidents and representatives from the 12 

member countries signed a Declaration of Quito in August 

2009, which commits Unasur to pursue integration in a wide 

range of areas, including energy. They urged the Unasur 

Energy Council to map out an energy strategy, an action 

plan and an integration project. It is yet to be seen, 

however, if this initiative will be successful or go the way of 

past, ineffective attempts at regional integration.

During the Fifth Summit of the Americas in April at Trinidad 

and Tobago, hemispheric leaders gave priority to efforts to 

ensure energy security, to promote alternative energy 

resources and to confront the effects of global climate 

change. There, President Obama emphasized the need for 

increased hemispheric energy cooperation and proposed the 

creation of a new “Energy and Climate Partnership of the 

Americas” to promote renewable energy and reduce green-

house gas emissions. This sounds like a good idea consider-

ing that about 30% of US energy imports emanate from the 

Latin American region. Again, it remains to be seen if the US 

will muster sufficient political capital to pull off 

hemispheric-wide cooperation. Its management of the 

current debacle surrounding military bases in Colombia 

creates room for doubt.
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