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EXECUTIVE SUMMARY

The principal findings of the September 2012
Constructive Powers Initiative (CPI) meeting in
Mexico City — Global Governance and the Challenge
of Transnational Organized Crime: The Role of the
Constructive Powers — are as follows:

Transnational organized crime (TOC) is
becoming a global priority; it is quantitatively
and qualitatively different and more serious
today than in the past. The world’s illicit markets
may be worth as much as 10 percent of gross global
product and are no longer confined just to activities
such as illegal drug sales or extortion. Transnational
criminal networks conduct human smuggling,
sex trafficking, gun running, cybercrime, and
smuggling of precious metals and other natural
resources. Some networks also invest the proceeds
of crime in legitimate businesses. Narcotics
traffickers have found new customers among
the middle classes in the emerging economies of
Africa, Asia, Eastern Europe and Latin America.
Consequently, TOC harms nearly every country in
the world in some way.

TOC is more than just a law enforcement
problem. Beyond its direct impacts, modern
TOC also undermines governments and national
institutions. This can take the form of bribery,
corruption and societal intimidation, for example,
in Mexico; large-scale violence, for example, in
several Central American countries including El
Salvador, Guatemala and Honduras; or even civil
war, for example, in Afghanistan where insurgents
tax opium production.

Organized crime is a globalized problem.
Organized criminals take full advantage of
globalization and behave like multinational firms.
A crime ring might buy precursors for drugs in
one country, manufacture those drugs in a second,
transport them through a third and sell them in a
fourth. Criminal groups pick locations for doing
business according to their own cost-benefit
analyses. Countries with weak law enforcement
capacities, readily corruptible civil services or easily
exploitable laws are “cheap” to do business in.
Many developing countries fit this bill. Responding
effectively to organized crime requires states to
look beyond their own borders and cooperate with
the countries that are used by organized criminals
to spread their business around the world.
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* Policy coordination is necessary, but insufficient.

Capacity building is also important. Because
organized crime networks operate like
multinational firms, policy responses also need to
be multinational. Simple coordination is a necessary
but insufficient response, because organized crime
seeks out weak states where crime can thrive. States
that are home to large criminal networks need
outside help in addition to the political will required
to address the underlying causes of criminality.

Coordination  requires  leadership  and
partnerships on supply and demand.
Coordinating  anti-crime  efforts = demands

determination, perspicacity and skill. Both producer
and consumer states will need to champion the
cause in order to get TOC on the agendas of
international organizations. At the same time, states
that are home to criminal networks need to obtain
outside help while retaining control over their
internal anti-crime strategies and increasing their
own law enforcement and governance capacities.
Foreign assistance must meet the needs of recipient
states. Creating support for anti-crime initiatives
will require action on both sides of the demand and
supply equation.
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Rapporteur Simon Palamar

INTRODUCTION

The Centro de Investigaciéon y Docencia Econdmicas,
A.C. (CIDE), The Centre for International Governance
Innovation (CIGI) and the Mexican Council on Foreign
Relations (COMEXI), with the support of the Friedrich
Ebert Stiftung (FES), a German political foundation,
hosted a workshop in Mexico City on September
5-7, 2012. The workshop, Global Governance and the
Challenge of Transnational Organized Crime: The
Role of the Constructive Powers, addressed questions
surrounding TOC, and policy responses to it.

This workshop was the second meeting of the CPL
CIGI, the Middle East Technical University and Carleton
University’s Norman Paterson School of International
Affairs (NPSIA) held the first CPI meeting in June 2011
in Istanbul, Turkey. The goal of the Istanbul workshop
was to identify the most pressing security challenges
facing the CPI states, and to ascertain the desirability
and viability of increasing policy cooperation on those
security challenges. The workshop also examined the
significance of the Arab Awakening for Turkey and vice
versa.

The premise behind the CPl is that the post-World War II
global institutions (embodied by the United Nations
Security Council [UNSC] and its permanent members)
have struggled to bring peace and order to a changing
world. The post-Cold War unipolar moment has given
way to an era of “messy multilateralism” (Haass, 2010).
There is a clear need for increased policy coordination
and cooperation among “constructive powers” on
security issues of mutual interest. While inclusive and
universal organizations are legitimate and necessary,
they are prone to deadlock when the interests of major
powers diverge. “Minilateral” coalitions of constructive
states can more readily forge consensus and thus bring
greater efficiency to the efforts of universal bodies,
increasing the latter’s effectiveness. Constructive powers
in this context are taken to mean democratic, politically
influential, economically significant, non-nuclear-armed
states with a proven track record of active and creative
diplomacy at both the regional and global levels. The
constructive powers are Australia, Brazil, Canada,
Germany, Indonesia, Japan, the Republic of Korea,
Mexico, South Africa, Switzerland and Turkey.

MEXICO CITY: GLOBAL GOVERNANCE,
TRANSNATIONAL ORGANIZED CRIME AND
THE CONSTRUCTIVE POWERS

The Mexico City workshop focused on three major
themes. First, the CPI members revisited the question
about the ability of the world’s global governance
institutions (and the Group of Twenty [G20] in particular)
to handle new and emerging security challenges. Second,
the participants assessed differences and similarities
among national perspectives on TOC. This meant asking
CPI participants several questions, including:

¢ Is your government concerned about TOC?

¢ Ifso, what sort(s) of criminal activity do they consider
most pressing?

* Does your government perceive TOC solely as a law
enforcement problem, or do they consider it a social
problem, an economic problem, a public health and
safety problem, or even a threat to national security?

* What concrete policy steps has your government
taken to address the problems posed by transnational
criminal organizations in your country, and do CPI
states need to increase coordination on this issue?

The workshop’s last major task was to consider policy
responses to TOC. In particular, participants considered
whether the world’s governance architecture can handle
the human and national security challenges posed
by international drug trafficking, human smuggling
and arms dealing. They also debated how to get TOC
onto foreign policy agendas and identified some steps
that CPI nations could take to manage their respective
transnational crime problems.

The State of Global Governance and the Role of the
Constructive Powers

The workshop opened with a discussion of policy
practitioners’ perspectives on global governance and
whether the current system is up to the task of steering
the world through an uncertain future. Berenice Diaz-
Ceballos of Mexico’s Secretariat of Foreign Affairs led
the discussion. Representatives from the Canadian and
Turkish foreign ministries also offered their views on
emerging policy issues that concern their governments.
This first session also discussed the role that groups such
as the CPI could play in placing policy issues on national
and international policy agendas.

Two chief challenges for foreign policy staffs were

identified: the inherent vagaries of prediction and the
rapid pace of change. Policy staffs are essentially in the
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forecasting business, trying to anticipate the issues their
governments are going to find important in the medium-
to-long run, developing a deeper understanding of those
issues and offering actionable policy advice. This task is
made more difficult by the rapid pace of change in the
post-Cold War world. New issues emerge and events
unfold at a speed that requires policy staffs to regard
uncertainty as the new normal.

While participants readily acknowledged that some
aspects of the G20 experiment have been quite successful,
there were also concerns expressed about the G20’s
future. On the positive side, the G20 has achieved some
necessary reforms in the International Monetary Fund
process, as well as innovations in international financial
governance, most notably the creation of the Financial
Stability Board. Further, the closed-door character of
G20 working groups encourages states to discuss issues
they might normally avoid and the small size of the
group makes it harder to obfuscate or hide behind other
states. The pre-Los Cabos meeting of foreign ministers
— the only meeting of its size and type in the world
— was another worthwhile innovation. Nevertheless,
some participants felt that the G20 was not living up
to its promise or its possibilities. In particular, the G20
has been unable to successfully intervene in Europe’s
sovereign debt crisis and US and Chinese leadership has
also been less than optimal. More fundamentally, the
G20’s mission and focus have been nearly exclusively
financial, which limits the group’s effectiveness. The
G20 has fulfilled its role as a fire brigade and prevented
the original crisis from burning out of control, but since
the crisis was averted, the cooperation needed for global
macroeconomic cooperation has been scarce. Further,
if the G20 continues to focus on only economics and
finance (and only half effectively at that), it risks fading
into irrelevance. The G20 has the potential to act as a
global steering group on global security issues, but will
not evolve if the group continues to take the view that it
cannot address security (and other) issues until all the
world’s economic challenges have been met.

Many participants felt that the CPI has the potential to
identify emerging security issues of broad interest. With
a membership that overlaps significantly with the G20,
the CPI could play a useful role in eventually expanding
the G20 agenda. It should be noted that not every CPI
member is also a G20 member, and the CPI's membership
is not fixed. In fact, the CPI's informal nature encourages
“variable geometry” participation. There was general
agreement that involving national policy staffs in CPI
agenda setting was an effective way of ensuring that the
CPI remains relevant to governments. At the same time,
members acknowledged that the CPI needs to maintain
its independence of thought and research in order to
perform a genuinely useful service to its members.
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Participants generally agreed on the utility of dedicating
part of the CPI’s agenda to matters of common interest
to policy staffs.

TOC: An Overview

Mark Shaw, a research associate at the Institute for
Security Studies (ISS), Pretoria, began the discussion of
TOC by emphasizing three points. The first is that the
world is witnessing an unprecedented expansion of
illicit markets and activities. Estimates of the size of the
world’s illicit economy range significantly. At the low
end, it may be as small as US$130 billion, while high-end
estimates suggest it is worth 10 percent of global GDP (or
approximately US$7 trillion) (World Bank, 2011). Even if
these estimates overstate the size of the world’s illegal
economy, illicit markets have certainly grown in recent
years. The hallmark of the last decade has been the
globalization of the world drug trade, meaning both that
new parts of the world have become transportation routes
for cocaine and heroin (for example, drug traffickers
now use West Africa to move cocaine to Europe), and
that the growing middle class in countries such as Brazil
has created new drug markets. Transnational criminal
organizations have also expanded into new lines of
business such as financial fraud, human trafficking and
supplying commodities such as tropical timber, coltan,
tungsten, gold and others to fast-growing emerging
economies (Gomez, 2012).

The second point is that this qualitative and quantitative
expansion of illicit activity means that TOC is not just
a law enforcement problem — it has severe public
health consequences, undermines legitimate markets
and can pose a tangible threat to public safety and
national security. In some cases, the growth of criminal
networks occurs lock-step with institutional decline and
can actually hurt the process of state development. For
example, Mexico’s attorney general is investigating three
former Tamaulipas governors for alleged links to drug
cartels. The corruption of local governments and law
enforcement blunts Mexico’s federal anti-crime efforts
while corroding public confidence in Mexico’s public
institutions.! In Afghanistan, the Taliban and other
insurgents tax Afghanistan’s opium poppy farmers (a
custom known as zakat) to pay for arms and fighters.
As Afghanistan produces upwards of 90 percent of the
world’s illicit opiates, global heroin markets directly
undermine Afghanistan’s state-building efforts (United
Nations Office on Drugs and Crime [UNODC], 2007: 1).
The Revolutionary Armed Forces of Colombia (FARC)

1 For example, up to as much as 92 percent of crimes go unreported
in Mexico, largely because the population has little faith that the crimes
will be investigated or that suspects, if apprehended, will be prosecuted
(Instituto Nacional de Estadistica y Geografia, 2012: 1).
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also blurs the line between political protest and
organized crime. FARC taxes coca cultivation and illegal
gold mining in its territory, and uses the proceeds to
wage war against the government in Bogota.

Finally, the world’s global governance system is starting
to take note of transnational crime and the issue may
be slowly making its way to the international agenda.
While it used to be very difficult to get the UNSC to
pay attention to TOC, it now hears expert testimony
on the issue and occasionally directly addresses TOC
in its resolutions, for example, resolutions on terrorist
financing, small arms trafficking and the effects of
organized crime on peacebuilding efforts.> Despite
the fact that TOC is appearing on the global agenda,
the multilateral system’s ability to take effective action
on the issue remains in doubt. The size of the world’s
illegal economy has likely doubled since the United
Nations Convention against Transnational Organized
Crime (UNCTOC) opened for signature in 2000. While
efforts are underway to create an implementation review
mechanism for UNCTOC, the process has been slow and
some states (mainly Russia) are quietly blocking progress
on that front.

TOC: National Perspectives

The workshop then took stock of the CPI states” specific
organized crime challenges. Mexico’s chief concern, as
alluded to earlier, is the Mexican drug cartels” corrosive
effect on Mexican society and government. While drug-
related violence has killed over 55,000 people since 2006,
the cartels have also co-opted local governments and
law enforcement officials. In parts of northern Mexico
in particular, the cartels have established themselves as
part of Mexico’s social, economic and political fabrics. In
Tamaulipas, as noted, this means that former governors
are implicated in the narcotics trade, cartels have
captured state institutions (such as the police) and even
charge tolls to travellers on the state’s highways. While
Mexico is by no means a failed state, TOC poses a long-
term risk to Mexico’s national security. Once drug cartels
become established in parts of the country and develop
relationships with local governments, they become
exceptionally difficult to dislodge through traditional
law enforcement efforts.

While the Mexican government is chiefly concerned with
drug trafficking, Turkish authorities are concerned with
a broader range of organized criminal activity. Turkey’s
geography poses some unique challenges for Turkish law
enforcement officials. Its eight land borders and position
between the Middle East and Eastern Europe make

2 For examples, see UNSC resolutions 1373 (2001), 1456 (2003) and
2065 (2012).

Turkey an attractive route for narcotics trafficking, as
well as for gangs engaged in migrant and sex trafficking.
The Kurdish separatist movement in Turkey’s southeast
also complicates affairs, since some Kurdish groups use
illegal activities to finance their independence campaign.

Australia, as an island nation, is primarily concerned
with human trafficking. Human smuggling in Australia
features relatively little sex trafficking. Instead, most of
Australia’s illegal immigrants are economic migrants,
and over 900 have died en route to Australia in the last
decade. Since Australia has no land borders, illegal
migrants nearly always arrive by sea, making them
easy to detect; however, illegal migration still poses
some significant challenges for Australia. The smugglers
themselves often avoid being apprehended, leaving their
victims — the people who are smuggled to Australia —
to bear the legal consequences. Australia’s chief policy
response to the problem — mandatory detention of
unlawful migrants — also complicates matters, as critics
claim that human rights abuses occur in these detention
centres and that Australian policy may run afoul of
international refugee law. Australia may spend as much
as AUS$10 to $15 billion each year combatting human
smuggling.

A money-laundering market worth AU$10 billion per
year is a second Australian TOC challenge. Although
Australia has a comprehensive body of anti-laundering
laws, private-sector compliance is weak and it is easy
to establish shell companies. This money-laundering
industry may also undermine Australia’s foreign aid
efforts, since as much as one-half of Papua New Guinea’s
government revenue is stolen and laundered through
Australia each year? Other concerns include drug
smuggling and distribution, cybercrime and identity
theft, and an illegal trade in tropical timber.

Canada is fortunate to suffer much less from TOC
compared to some of the other constructive powers.
Nevertheless, there are as many as 750 organized criminal
groups in Canada, engaging in activities running the
gamut from selling illegal drugs to financial fraud and
Ponzi schemes, to identity theft, illegal timber harvesting
and tobacco smuggling. Although they are concerning,
these activities do not appear to pose a significant threat
to Canadian society and government. TOC is, however,
a pressing foreign policy issue for three reasons. First,
the last decade has demonstrated that organized crime,
in the right environment, can be a national security
threat. In particular, criminal organizations can capture
and become de facto governments in areas where

3 Papua New Guinea is the biggest single recipient of Australian
aid, receiving approximately 10 percent of Australia’s official
development assistance in 2011-2012.
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official governments are too weak to act. Combined
with the ability to infiltrate government and bribe
and buy officials, organized criminal activity has the
very real potential to derail fledgling democracies and
undo democratic gains in some countries, initiating
a vicious cycle where public confidence in public
authorities declines, further emboldening criminal
actors. The second reason that TOC appears increasingly
threatening is that criminal gangs have demonstrated
a remarkable ability to innovate and diversify. For
example, drug cartels have found new markets in
economies like Mexico and Brazil, while also branching
out into new lines of business such as human trafficking
and legitimate enterprises.* Finally, large-scale criminal
activity can have a chilling effect on fundamental rights
and freedoms. In Mexico, this has taken the form of
reporters refusing to report on cartel violence for fear of
becoming targets themselves (Engelberg, 2010). In turn,
the freedom of speech and flow of public information
suffers, reducing citizen engagement and the public
willingness to resist. Together, these three dynamics can
make organized crime a severe threat to public order and
governments in states of interest to Canada.

South Korea’s concerns about TOC are largely forward-
looking. Travel between South Korea, Japan and China
has increased tremendously in recent years, creating
opportunities for criminal organizations to grow
their operations across the three markets. A small (but
disturbing) illegal organ trade has already emerged that
brings human organs from China to Korea. South Korea
also hosts approximately 20,000 North Korean refugees,
and as many as 2,000 new refugees arrive each year.
These refugees are socially and economically vulnerable,
and are at risk of predation by Chinese human
smuggling rings. South Korea is becoming a multi-
ethnic society, and is home to over two million foreign-
born citizens. Some social prejudices against foreigners
remain in South Korea, and unless the government
establishes adequate social and economic protections
for immigrants, a marginalized immigrant community
could create new opportunities for criminal activity.
Cooperation between South Korea, Japan and China on
TOC is possible. The annual China-Japan-South Korea
trilateral summit, which began in 2008, established a
permanent secretariat last year, and has several working
groups dealing with various trilateral issues. Therefore,
the institutional architecture for coordinating the three
countries’ crime policies already exists. Whether this
new institution fulfills its potential will rely in part on

4 For example, US authorities allege that the Sinaloa Cartel
launders drug proceeds acquired in the United States by using that
cash to buy goods in the United States, exporting these goods to Mexico
and then selling them in women’s stores, such as Chika’s Accesorios y
Cosmeticos.
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the ability of the three governments to “tone down”
volatile nationalist sentiments that have reignited long-
standing disputes. China and Japan’s recent conflict over
the Diaoyu/Senkaku islands is a case in point.

Finally, the Swiss participants offered their perspectives
on TOC. Switzerland shares many of the concerns
voiced by the other participants. However, due to the
importance of the banking sector in Switzerland’s
economy, Swiss policy makers are particularly focused
on money laundering and financial fraud. To deter
organized criminal groups from using the Swiss
banking system to launder illicit cash, Switzerland now
repatriates illegally acquired money held in Swiss bank
accounts. The global illegal arms trade is another chief
Swiss concern. The proliferation and trafficking of small
arms poses a potential international security threat. For
example, in the last year, a large number of weapons
have left Libya and headed into conflict zones in Mali
and Syria. Of particular concern are the hundreds or
potentially thousands of man-portable air defence
systems (lightweight, shoulder-launched anti-aircraft
missiles) that have gone missing from Libya’s armouries.

TOC: Mexico and Central America

The workshop’s next session delved more deeply into
Mexico and Central America’s transnational crime
problems. The discussion addressed several aspects
of the phenomenon: public perceptions of crime in the
region; the relationship between weak governments in
Central America and cartel activity in Mexico; and the
possibility of regional and continental policy responses
to what has become a regional organized crime problem.

Public Opinion, Foreign Policy and Organized Crime

Professor Jorge Schiavon of CIDE presented the findings
of “The Americas and the World 2010-2011: Public
Opinion and Foreign Policy in Brazil, Colombia, Ecuador,
Mexico, and Peru,” an ongoing study of public attitudes
toward international politics in the Americas that consists
of a series of biennial public opinion surveys. The
surveys asked respondents to prioritize foreign policy
issues their governments should take action on. These
potential priorities ranged from traditional national
security concerns such as protecting land and sea
borders and preventing nuclear weapons proliferation,
to newer issues such as environmental protection and
attracting foreign direct investment. A large majority
of respondents in all five countries (Brazil, Colombia,
Ecuador, Mexico and Peru) said that their governments
should make fighting drug trafficking and organized
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crime a priority.” A majority of Colombians, Ecuadorians,
Mexicans and Peruvians also strongly support their
countries receiving financial aid from the United States
to help fight organized crime. More interesting still,
majorities or near majorities of respondents who are in
favour of receiving financial assistance from the United
States are also comfortable with the United States
supervising the use of those resources. A majority of
Mexican respondents (57 percent) also favoured allowing
American agents to operate inside Mexico in exchange
for financial assistance. Overall, the survey results
point to some promising signs: Latin Americans are
concerned about TOC and feel that combatting it should
be a national priority. The willingness to allow American
help is also encouraging, particularly in Mexico, where
45 percent of respondents still distrust the United States.
Ultimately, no country can manage its TOC problem on
its own. The very nature of TOC — criminal operations
that cross multiple borders, for example, producing
drugs in one country, smuggling them through a second
and selling them in a third — means that effective
policies will require international collaboration. The fact
that Latin Americans are open to such collaboration is a
hopeful and positive sign.

Mexico and Central America

The discussion then turned to Mexico, Central America
and the Caribbean and the manner in which criminal
gangs have spread their activities across the region.
Gustavo Mohar, Mexico’s undersecretary for population,
migration and religious affairs, led the session. Mohar
emphasized that Mexico’s geography makes it an
attractive route for smuggling drugs and migrants into
the United States. Twelve million people live along the
3,000-km Mexico-US border. The border has 55 legal
crossing points and sees around 350 million crossings per
year. These huge flows of people mean that the US and
Mexican governments cannot completely eliminate drug
trafficking and illegal migration at the border. Instead,
the goal of both states should be to manage these border
problems. Mexico faces similar challenges at its border
with Guatemala. The Mexico-Guatemala border is nearly
900 km long, and has only eight legal crossing points, but
nearly 400 illegal vehicle and pedestrian crossing points.
Given the ineffectiveness of Guatemala’s government
and law enforcement agencies, the porous Mexico-
Guatemala is a key entry point for migrants and drugs
into Mexico.

5 Sixty-six percent of Brazilians, 90 percent of Colombians,
57 percent of Ecuadorians, 75 percent of Mexicans and 78 percent of
Peruvian respondents said that fighting drug trafficking and organized

crime was “very important.”

Mexico’s efforts to secure its borders have been
somewhat successful. Since 2007, Mexican border
authorities have seized over 60,000 vehicles, thousands
of guns and hand grenades, and huge amounts of
ammunition. Mexico’s organized crime problem is
ultimately a regional problem, though. If the US drug
market was not so lucrative, the incentive for crime
would be severely diminished. Likewise, the legacy of
the Central American civil wars and the weakness of the
region’s governments mean that the region is awash with
small arms and light weapons, while law enforcement
capabilities are inadequate. Mexico is stuck in a nexus
of fragile states that are incapable of halting the spread
of gangs, guns and drugs, and the world’s biggest single
narcotics market.

Ambassador Enrique Berruga from COMEXI briefed
the workshop on an agreement to implement a
hemispheric plan to fight TOC that came out of the
Sixth Summit of the Americas. The plan will create two
new intergovernmental bodies. The first is the Inter-
American Commission on Transnational Organized
Crime, which will be a part of the Organization
of American States and is intended to address the
political challenges of coordinating anti-crime policies.
The second initiative is the Coordinating Center
against Transnational Organized Crime, which allows
prosecutors, law enforcement officials and intelligence
services throughout the Western hemisphere to share
information and coordinate their activities.

The overarching goal of these two initiatives is to facilitate
policy coordination. In the long run, managing TOC will
require states to harmonize their laws and practices.
For example, some states do not extradite suspects to
countries that use the death penalty, while others do
not extradite to countries with lenient sentencing or
where they believe prosecutions will not occur due to
a lack of capacity or corruption. Import controls also
need to be better harmonized to disrupt TOC activity.
Honduras, for example, has no restrictions on importing
methylamine, a methamphetamine precursor, although
many states in the region do. This has made Honduras
and the Guatemalan borderlands an attractive location
for gangs to invest in methamphetamine labs (Fox, 2012).
Central American countries also often lack adequate
law enforcement personnel and modern penitentiaries,
making these states attractive environments for
organized crime and underlining the need to better
coordinate the resources these states can afford to
dedicate to dealing with TOC.

The session ended with two evaluations of Mexico’s
domestic policy response to its drug cartels. Since 2006,
the Mexican government has followed a policy of using
federal police and armed forces to directly confront the
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cartels. Since the confrontation policy began, Mexico’s
murder rate has increased from eight to 22 per 100,000
people and drug violence has killed as many as 55,000
people. Professor Jorge Chabat of CIDE suggested
that the confrontation policy has largely failed due to
Mexico’s underlying corruption problem. Since the
cartels have infiltrated local and state governments,
they have effectively derailed many of Mexico’s
public institutions. Better policy coordination between
Mexico and its Central American neighbours will not
fix this problem. Legalizing drug consumption is also
a problematic solution. Legalization is not a popular
option in the United States, and would also have little
effect on extortion, kidnapping and the other criminal
activities that some cartels have diversified into. The
second critique of Mexico’s confrontation policy is that
it is unfocused and has done little other than splinter
the large cartels into smaller operations. The federal
government made two errors according to this critique.
First, it underestimated the strength of the cartels and
the extent to which they have infiltrated Mexican society.
The second mistake was to focus on arrests without
bolstering Mexico’s judicial system, which is unable to
handle the number of cases brought before it.

The discussion of TOC in Mexico and Central America
brought several conclusions to the forefront. First, the
drug violence in Mexico is quite literally a transnational
phenomenon. Drugs flow from the Andean region,
through gangs in weak Central American states and into
Mexico where they are finally exported to the United
States. In return, the United States sends cash and guns
to Mexico and Central America, allowing the drug
trade to flourish, and creating incentives and the means
for violence. Focusing on any one country in the drug
supply and distribution chain will not necessarily short
circuit the vicious cycle of violence. Second, institutional
strength matters. Cash-strapped governments and
law enforcement agencies are relatively easy to bribe
and corrupt with drug money, and some criminal
organizations have combat training and intelligence
networks on par with local law enforcement. Third,
Central America is quite fragile. While not failed states,
El Salvador, Guatemala, Honduras and Nicaragua
all score rather poorly in various measures of state
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strength.® In particular, they are characterized by weak
and disorganized security services, many of which were
dismantled and reformed after the region’s civil wars,
but have not been properly rebuilt. Income inequality
is also severe in these four countries, creating a ready
supply of labour for criminal syndicates. Finally, policy
responses to the spread of TOC in Central America have
to contend with the fact that because these states are so
institutionally weak, outside actors (donors such as the
United States and Mexico) often lack competent and
credible local partners.

Policy Responses to TOC

The workshop concluded by discussing how states
might better coordinate their anti-crime policies.
Ambassador Julidn Ventura, Mexico’s undersecretary for
North America, described the evolution of anti-narcotics
cooperation between the United States and Mexico since
the 1980s. In the beginning, it was quite sporadic and a
strong bureaucratic culture on both sides of the border
prevented the two countries from creating a bilateral
strategic vision. Typically, only a few million dollars
was spent on cooperation each year. By the 1990s, more
high-level bilateral activity took place. This continued
until Washington indicted and arrested several high-
profile Mexican nationals for money laundering without
forewarning Mexico City. This sudden and unexpected
unilateral US action increased the distrust between
the two states and slowed the pace of cooperation.
Meanwhile, the United States’ effort to close off the
Caribbean-Miami drug smuggling route was succeeding.
Drug traffickers responded to the closure of the Miami
route by smuggling their wares through Central America
and Mexico. US policy makers failed to anticipate how
the cartels would respond to the closure of the Caribbean
route and total drug flows to the Unites States did not
decline dramatically.

The most recent bilateral response to the US-Mexican
drug trade is the Mérida Initiative, a security cooperation
agreement launched in 2007-2008. Ambassador Ventura
emphasized that the Mérida Initiative is unique in that
it is probably the most serious drug initiative yet, and

6 For example, two composite indexes that measure state
weakness, the Foreign Policy/Fund for Peace Failed States Index and
the Country Indicators for Foreign Policy (CIFP) Fragility Index both
place Guatemala, El Salvador, Honduras and Nicaragua toward the
middle of their rankings (the Fund for Peace ranks El Salvador ninety-
third, Honduras seventy-fifth, Guatemala seventieth and Nicaragua
sixty-ninth out of 177 states, while CIFP ranks Nicaragua fifty-eighth,
Guatemala seventy-fifth, Honduras seventy-eighth and El Salvador
the 121st most fragile out of 197 countries). For the sake of comparison,
the Fund for Peace ranked Mali as the seventy-ninth least stable state
in the world in 2012, ahead of Honduras, Guatemala and Nicaragua.
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that the two states negotiated the deal on a relatively
equal footing. The two states created mutually agreed
upon implementation benchmarks and the agreement
gives both countries ownership of the project. The
initiative largely consists of the United States providing
Mexico with training for its security services and judicial
sector, and a substantial transfer of technology and
equipment, including helicopters, fixed-wing aircraft,
communications and data-processing hardware, and
non-intrusive inspection capabilities for the border. Since
the initiative is a government-to-government program, it
involves few contractors, intermediaries or third parties.
Most of the equipment transferred to Mexico consists
of products that are unavailable on the free market due
to either legal restrictions on their purchase, or supplier
bottlenecks. The total value of assistance to Mexico is
approximately US$1.4 billion.

The initiative has also improved US-Mexican relations
in an indirect manner. Absorbing the initiative’s aid
has proven a challenge for Mexico’s bureaucracy, so a
bilateral implementation office was created in Mexico,
where Mexican and US personnel work alongside each
other. This has helped build trust and professional
rapport between the two states.

While the Mérida Initiative has been a modest success,
this does not mean there are no challenges to enhancing
regional cooperation on drug trafficking. The United
States’ austerity mindset and acrimonious domestic
politics make taking decisive action on foreign policy
difficult, although so far Washington has refrained
from cutting the initiative’s budget. Central America’s
aforementioned institutional weakness also poses a
major challenge to expanding the program. Honduras,
El Salvador, Nicaragua and Guatemala lack strong
systems for vetting security personnel and the expertise
to implement new anti-crime strategies, even if donors
give them the resources. Corruption and a lack of
political will to confront organized crime can also
undermine donors’ best intentions. Finally, policy efforts
that involve outsiders providing money, material or
expertise will not work if the recipients do not feel that
they have some control over the process. If recipients
believe that solutions are being imposed by outsiders,
they may balk at new proposals. The Mérida Initiative
avoids this pitfall because although the United States
plays the role of donor, the deal’s terms were fairly
negotiated with Mexico City. Mexico is not passively
receiving aid; it actively identifies problems and needs
and how the United States can help address them.

While this new spirit of cooperation between Mexico and
the United States is welcome, it is insufficient to get TOC
on the agenda at the United Nations or G20. More than
one nation will need to try to put TOC on the agenda in

order to get the G20 to address it. Governments still often
see organized crime as a law enforcement problem, and
despite the fact that it affects practically every country
in some way, few states have identified it as a foreign
policy priority. Generating any momentum on this issue
will require a number of states with shared interests to
make the strategic decision to make coordinating their
crime policies a priority. One possible motivation for
such a decision is the deteriorating situation in Central
America. Honduras, El Salvador and Guatemala have
the first-, second- and seventh-highest murder rates
in the world, with 82.1, 66 and 41.4 homicides per
100,000 people, respectively (UNODC, 2011: 107). While
organized crime is not the only cause of violence in these
countries, it does make up a large share: in El Salvador, for
example, the number of murders in March 2012 dropped
by over half after rival gangs Mara Salvatrucha 13 and
Barrio 18 agreed to a truce (Martinez and Luis Sanz,
2012). As long as organized crime thrives in the Central
American isthmus, these gangs will continue to smuggle
drugs, people and arms into Mexico, and will further
undermine the legitimacy of the governments, law
enforcement agencies and the courts in these countries.
Ignoring the crime problem in these states and the way
it fuels violence in Mexico and drug use in the United
States (which poses a host of public health challenges)
will not make it go away, and increases the impunity of
Central America’s organized crime networks.

The workshop concluded with a brief assessment of
other policy approaches to battling TOC. Turkey, for
example, takes a multi-pronged approach to dealing with
organized crime. To its home-grown heroin problem,
Turkey began to regulate and license poppy cultivation
in the 1950s and consolidated the industry in the 1970s.
Most Turkish poppy crops now end up in the legitimate
analgesic market, rather than the illicit opiate market. To
address the flow of drugs through the country, Turkey
consults and coordinates naval activities with its Black
Sea neighbours and has approximately 90 bilateral
agreements with other countries to combat trafficking.
Turkey also has a law enforcement training academy
that focuses on organized crime and narcotics and has
provided training services for over 80 states. Brazil has
also taken concrete steps in recent years, with a focus on
eliminating public corruption. To this end, Brazil hosted a
Transparency International conference from November 7
to 10, 2012 and is a founding member and co-chair of the
Open Government Partnership. Brazil also collaborates
with Bolivia and Paraguay to eradicate coca crops, is
working with the Peruvian government to treat drug
addiction and has launched a national strategy to deal
with the growth of its domestic crack cocaine market.

Gerald Steininger, adviser to the German Parliament,
concluded the discussion with a briefing on the state of
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global efforts to prevent money laundering and terrorist
financing. The principal international effort is the
Financial Action Task Force (FATF), which sets global
standards on anti-money laundering laws and identifies
best practices. The FATF has 36 members, including the
European Commission and Gulf Cooperation Council.
There are two areas where global anti-laundering efforts
could beimproved. First, states need to better standardize
and coordinate their anti-money-laundering laws.
Second, non-financial firms need to learn how to better
identify suspicious transactions. While banks and other
financial firms are getting better at spotting laundering
attempts, non-financial firms report very few suspicious
transactions. Since organized criminals pick states with
weak judicial systems or low law enforcement capacities
to set up operations, they may also target industries with
low anti-laundering sophistication to clean their illicit
income.

CONCLUSION

The CPI workshop brought several findings and lessons
into focus. The first is that the current geographical
breadth, level of sophistication and broad array of
markets and activities that transnational organized
criminals are involved in is unprecedented. Organized
crime is a business that has embraced globalization. It is
constantly on the lookout for new markets, new routes
to smuggle its products and weak states where it can set
up operations. Criminal gangs are remarkably adaptable
having learned how to exploit globalization for their own
ends, using growing international trade and migration,
cheap air travel, modern telecommunications and
financial sector innovation, to facilitate their activities.

While the extent and nature may differ from state to
state, every country represented at the workshop is
concerned about TOC. No one is immune. Nevertheless,
overarching policy coordination might be difficult
because of the variety of criminality involved. Instead,
a more effective approach might be to form coalitions of
states facing a similar cluster of criminal activities: North
and Central American states, for example, could focus
on drug trafficking.

Organized crime has the potential to become a bona fide
national security threat. As participants noted time and
again, drug cartels are untouchable in parts of Mexico.
Cartels have corrupted and co-opted local authorities
to the point that local police and justice officials are
unable or unwilling to act, and societies are cowed.
Civilians get caught in the crossfire and journalists are so
intimidated that the drug trade is kept out of the news.
The cumulative effect is a pernicious erosion of public
confidence in the state.
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Outside help can only do so much. While TOC thrives in
weak states, it also actively undermines state authority.
Criminal organizations routinely bribe police, justice
officials and politicians to either turn a blind eye or even
to protect their activities. This allows violence to flourish
and emboldens criminal actors. While programs such as
the Mérida Initiative can help, US aid must be matched
with a willing and capable Mexican partner. In states
where there are no competent government actors or the
political will to tackle the crime problem, all the external
aid and policy coordination in the world will not help.
TOC sets up in places where it will be relatively immune
from prosecution.

The complete elimination of TOC is not realistic. Drug
and human trafficking problems are the consequences of
demand; in particular, they are often a consequence of
foreign demand. For example, in the Mexican case, the
country has nearly 4,000 km of borders with the United
States and Guatemala and millions of trips are made
across those borders every year. Trade is too important
to Mexico’s economy to create a sealed border capable of
catching every smuggling attempt. Further, the problem
is globalizing. While the Americas still consume around
60 percent of the world’s cocaine, European demand has
doubled since 1998, to 30 percent of the global cocaine
market, and European cocaine prices are nearly double
US prices (Bagley, 2012: 2). Stamping out consumption
is probably impossible, and while legalization has been
touted as a panacea, its practicability is uncertain, given
the varieties and pathologies of the drugs involved.
Further, legalizing drugs also only addresses one type
of TOC. Fraud, gun running, sex trafficking, extortion,
smuggling in precious metals and other forms of TOC
would still persist. A more realistic long-run goal might
be to manage TOC problems by reducing the risk of harm
to the general public. This would mean, for example,
prioritizing the suppression of violence against civilians
in Mexico over interdicting drugs bound for the United
States.

Finally, increasing the profile of TOC on the global policy
agenda, whether at the United Nations or G20, will
take dedicated policy entrepreneurship and concerted
leadership. States tend to view organized crime as
simply a law enforcement issue, and are often sensitive
about being seen as giving up sovereignty to outsiders.
Getting states to take top-level political action and work
together on this issue will require policy entrepreneurs
to properly frame the policy issues that TOC creates.
How best to accomplish this remains unclear, but
possibilities include the national security risks TOC
poses, the public safety and health effects associated
with the narcotics trade, the human security threat
posed by smuggling arms and migrants, and the crime
and corruption dangers, especially in weak states such
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as those in Central America, the Caribbean and West
Africa. Strong leadership is required on this issue to
make it a policy priority. This will mean actively using
diplomacy to create coalitions of states with sufficiently
common interests to act together.

WORKS CITED

Bagley, Bruce (2012). “Drug Trafficking and Organized
Crime in the Americas: Major Trends in the Twenty-
First Century.” Woodrow Wilson Center Update on the
Americas, August.

Engelberg, Stephen (2010). “Mexico’s Regional
Newspapers Limit Reporting of Cartels” Role in
Drug Violence,” ProPublica. November 17. Available
at:  www.propublica.org/article/mexicos-regional-
newspapers-limit-reporting-of-cartels-role-in-drug-
violenc.

Fox, Edward (2012). “Guatemala Seizes $6Mn Shipment
of Meth Precursor Chemicals,” InSight Crime.
April 2. Available at: www.insightcrime.org/news-
briefs /guatemala-seizes-$6mn-shipment-of-meth-
precursor-chemicals.

Gomez, Ignacio (2012). “Colombia’s Black-Market
Coltan Tied to Drug Traffickers, Paramilitaries,”
International =~ Consortium  of  Investigative
Journalists. March 4. Available at: www.icij.org/
projects/coltan/colombias-black-market-coltan-
tied-drug-traffickers-paramilitaries.

Haass, Richard. (2010). “The Case for
Multilateralism.” Financial Times. January 5.

Messy

Instituto Nacional de Estadistica y Geografia (2012).
Presenta  INEGI Resultados de la Envipe 2012.
September. Aguascalientes, Mexico.

Martinez, Carlos and Jose Luis Sanz (2012). “The New
Truth About the Gang Truce,” InSight Crime.
September 14. Available at: www.insightcrime.org/
news-analysis/the-new-truth-about-the-gang-truce.

UNODC (2007). Afghanistan Opium Survey 2007 Executive
Summary.

(2011). Global Study on Homicide 2011.

World Bank (2011). World Development Report 2011.

Works Cited

9



10

THE CENTRE FOR INTERNATIONAL GOVERNANCE INNOVATION

AFTERWORD
MEXICO AS A CONSTRUCTIVE POWER

Carlos Heredia

Mexico is a country of multiple belongings. It has free
trade agreements with 43 countries in the Americas,
Europe and the Asia-Pacific region.

Since 1994, it has been part of the North American Free
Trade Agreement with Canada and the United States.
Its Economic Partnership, Political Coordination and
Cooperation Agreement with the European Community
came into force in November 2000. Mexico also has
trade pacts with Chile, Colombia, Costa Rica, El
Salvador, Guatemala, Honduras, Iceland, Japan, Israel,
Liechtenstein, Nicaragua, Norway, Switzerland and
Uruguay.

In addition, Mexico has been one of the member
economies of the Asia-Pacific Economic Cooperation
forum since 1993, launched the Community of Latin
American and Caribbean States (CELAC) in February
2010 and joined the Trans-Pacific Strategic Economic
Partnership negotiating rounds in June 2012.

However, Mexico lacks a strategic vision of its place
in the world — it is missing a road map to enable it to
benefit from its privileged geographical location and
the multiplicity of trade partnerships. There are no
generally assumed goals about what the country wants
to achieve with each bloc, beyond general statements
about increasing trade and exports.

Enter the CPI, launched in 2011 on the premise that
the existing post-World War 1II global governance
architecture has not kept pace with the changing
global order. The format of the CPI is track II, with
each country represented by a distinguished current
or former diplomatic practitioner and by a prominent
academic, as well as by a representative of the foreign
ministry or other policy staff. At the inaugural meeting
in Istanbul in June 2011, academics and practitioners
attended from Awustralia, Brazil, Canada, Mexico,
Indonesia, Japan, the Republic of Korea, Mexico, South
Africa, Switzerland and Turkey. Germany joined for the
2012 Mexico City workshop. The process is designed as a
kind of partnership between policy planners, researchers
and thinkers.

According to Paul Heinbecker, Canada’s former
permanent representative to the United Nations, “The
speed with which the world has moved from bipolar
to multi-polar realities and the growing significance of
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regional issues has left the existent global governance
system struggling to address new challenges. Meanwhile,
innovative bodies such as the G20 remain largely focused
on international financial reform and macroeconomic
coordination. There is a need for increased policy
coordination and cooperation among ‘constructive
powers’ on security issues of mutual interest. The CPl is
a variable-geometry, like-minded, coalition of the policy
willing that includes but is not limited to G20 countries.”

The CPI members — the “constructive powers” —
are those regarded as being influential politically and
significant economically, with a proven track record of
proactive and innovative diplomacy at the regional and
global levels. The permanent members of the UNSC
are not included, nor are nuclear powers, as their
participation would likely skew the proceedings.

Again quoting Paul Heinbecker, “Constructive powers
need to address the most pressing political and
security challenges that are facing their states, and to
ascertain the desirability and practicability of increased
policy cooperation to meet common security challenges.
Cooperation is thus to be issue-based.”

Paradox-ridden Mexico gets mixed reviews in the global
media. It is widely seen as the country to watch in Latin
America, yet domestic productivity growth has been
virtually stagnant. Every nation has its big tycoons, but
as the 2012 book Breakout Nations by Ruchir Sharma
puts it, Mexico is owned by them, a factor that hinders
effective economic competition and undermines political
democracy. The country’s crime rate is lower than most
Latin American countries, yet drug-related violence
has forced many business executives from northeastern
Mexico to live in exile north of the border in the United
States. President Felipe Calderén launched CELAC; yet
South America sees Mexico as too close to the United
States and too distant from its Latin neighbours.

The successful host of both COP 16 in Cancun in
December 2010 and the G20 leaders’ summit in Los
Cabos in June 2012, Mexico needs to draw on its
experience to lead on a number of issues of regional and
global importance.

The CPI offers Mexico a unique opportunity to reflect on
issues of common interest to countries that face similar
challenges. Brazil and Mexico have yet to explore areas
of mutual cooperation involving the two largest Latin
American economies. Mexico can benefit from a deeper
knowledge of Turkey’s experience as a country that
straddles two continents with different cultures and
religions, and that is exerting a significant influence in
the Middle East in the wake of the Arab Spring. The
Australian and Indonesian experiences of doing business
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with the People’s Republic of China can provide valuable
lessons for Mexico. As a bridge between North America
and Latin America, Mexico could and should become
the driving force for a regional agreement on a combined
effort to fight transnational organized crime involving
all nations in the Americas.

In twenty-first-century multilateralism, it is increasingly
companies, universities, think tanks and civil society
organizations that come up with ways to transform a
country’s position in the world. Mexico needs to step
forward, both in terms of substance and of process, if it
is to become and stay influential. In order to enjoy its
share of global powe