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REALIGNMENT IN LEBANON, REALIGNMENT IN THE REGION 
 

Olga Mattera 
 
Lebanon returns to center stage in the Middle East as an element across which one can read 
various key developments during this long phase of strategic political readapting.  The 
internal crisis that has brought the country to the brink of chaos is a direct consequence of 
the conflict with Israel, and is a loud alarm for what could evolve, in the near future, in the 
region.  The political scene of the Middle East has slowly readapted itself to the shaking 
consequences of the summer conflict.  The conflict has revealed a series of long term 
developments and novelties with regard to the stability in the region, thus permitting an 
initial evaluation its impact.  In addition, the recent crises exploded in Lebanon has added 
new elements to the analysis: the country is in the middle of a political crisis that is not just 
a matter of jockeying for power, but a fundamental realignment of the authority1. The 
realignment though  will affect the entire region. 
It seems, therefore, appropriate to attempt a survey of the strategic picture which seems to 
have noticeably changed since last spring, beginning with the internal crisis in Lebanon. 
 
Hezbollah as a model 
 
The 34-day war between Israel and Hezbollah seems to have accelerated the rise of 
Lebanon’s Shiites, to the cusp of political dominance2. As a political party, a militia and 
social welfare organization, Hezbollah has used the war with Israel to help strengthen the 
allegiance of Shiites, giving out money and services that the government has so far failed to 
deliver3. This, and the perception of victory left on the ground, has created an Hezbollah 
effect. The “Hezbollah effect” is having a strong impact not only on Arab public opinion 
but above all on the organizational and ideological aspects of the transnational Islamic 
militant organizations in the region.  One of the most evident examples of the emulation of 
the Hezbollah style, as indicated by various analysts, is the attempt to reproduce “a state 
within a state” . And Iraq fits as the perfect example.  In fact, it is not by chance that there 
are regular rumors of an active collaboration between the two Shiite leaders, although 
ambivalent and at times ambiguous.  The coordination between the two forces has been 
talked about for months.  For example, it was mentioned when opponents, including Shiite 
antagonists, were eliminated.  Most opponents that were eliminated were from moderate 

                                                 
1 The New York Times, M. Slackman, November 13, 2006 
2 Ibid 
3 Ibid. 
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lines.  In fact, the principle objective of the fight of Al-Sadr is that of exasperating and 
radicalizing the political climate, and repressing those elements that support dialogue. 
Rumors of collaboration continue to exist on organization of terrorist attacks, and on the 
simple creation of that ideological and social infrastructure essential for centralizing and 
brainwashing the masses.  In light of the latest, the “diplomatic representation” of 
Hezbollah, recently opened in Iraq, will play an important role in this atypical coalition.  It 
is important also to note that during the recent conflict in Lebanon both Israel both 
Baghdad and Bassora were full of huge protests in support of Hezbollah and of “the 
Lebanese people.”  That said, this “alliance” reveals itself to be mostly apparent and never 
gained any real substance: contacts between leaders would have never occurred.  In fact, a 
number of dogmatic and important differences exist between the two, as well as a set of 
completely different goals.  In addition let’s not forget that a large number of Lebanese 
Shiite leaders come from Iraq, in particular from the small circle in Najaf where they 
escaped from in ’68.  This circle is antagonistic with Sadr, and is always looked at with 
suspicion.  At the center of all these movements is Teheran, which deserves most of our 
attention.  Even though Hezbollah has acquired logistic and political independence over the 
last quarter century, and even though it has tried with a certain success to represent the 
Lebanese population, Hezbollah remains ideologically dependent on the religious dogma of 
the supreme leader in Iran. The present Iranian influence on Iraq is not easily delineable 
and has been ambivalent; the picture that emerges is at times confused and complicated.  If 
on one hand Tehran denies supporting the Al Sadr movement, on the other hand it has 
never desired the creation of a political alliance with the followers of Al Sadr, preferring, 
rather, to maintain from a religious and ideological point of view, a firm tie with people 
such as Al Jaafar and Al Sistani.  This is a fundamental link in order to play the role of 
political authority, which Ahmadinejad has hunted since 2003.  Aside from this, the echo 
produced by Hezbollah is strong and Al Sadr, in his preachings, continually sites the 
Hezbollah model as the path of the future.  He organizes large solidarity campaigns and 
continually creates paralleles between the two situations.   
Moving to another field, naturally, also Hamas, which has for some time been strongly tied 
to Hezbollah, has been deeply impacted by the Lebanese conflict.  The impact is primarily 
on type of organization and military tactics chosen by the Hezbollah in the last conflict, a 
system which has permitted the minimization of losses e maximization of resistance, a 
result that Hamas has never been able to obtain.  The former spokesperson for the 
international force in Lebenon, Joskel, declared that the real strength of the Hezbollah 
organization has been revealed: "their modus operandi is based on them not exposing 
themselves. They do not need a leadership structure or general headquarters, they all know 
their missions and they operate in small cells and are able to hide quickly. One cannot see 
even one armed man in the streets or the parks".  
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Secrecy as well as absence of armed persons close to targets are two objectives that Hamas 
has best achieved (tactics that years ago Palestinians used but had then been forgotten).  
The return to the idea of secrecy, or, rather, to underground resistance, which has been 
called for in the past weeks by military leaders of Hamas, is an important development, in 
contrast to the tentative of Abbas to create a National Government (an attempt which after 
many months of internal battles and a quasi-slide into civil war seems to have succeeded). 
The campaign in Lebanon has demonstrated that Hezbollah, since the pullout of the Israeli 
forces from the South of the country in 2000, has for the past 6 years prepared itself for a 
possible conflict and prepared to manage it “in secret.”  It has created an underground 
infrastructure under buildings, homes, and schools.  A labyrinth of tunnels, deposits, and 
lines for communication.  It is a network much more evolved and important than the 
tunnels of Gaza. The ‘underground resistance’ is today understood to be Hamas’ key to the 
success.   Hezbollah has taken hostage the civil population and has been able to move in 
great secret among them.  This renders the Israeli air campaigns useless and creates 
conditions completely different than those in the conflict of ’96.   In addition, the 
underground strategy has also allowed a military restocking.  And this, perhaps, is the most 
important aspect of the Hezbollah model which inspires today the Hamas leadership.  
Strong people in the Palestinian military, such  as Abu Mujahed, the spokesperson for the 
Salah Al-Adin brigade, have declared that the Palestinians have followed with great 
attention the Lebanese conflict and are studying Hezbollah’s methods of Islamic resistance, 
in particular the anti-tank systems and the surprise attacks utilizing the network of tunnels.  
We can hypothesize, therefore, that in the possible future clashes between Palestinians and 
Israelis, these “lessons” will be put into practice. 
 
The global  challenge between Islamic forces and the emergence of the “Atomized 
Jihad”4

 
Several analyses anticipate a large conflict between the existing Islamic forces in the 
region, whereby the main actors in play compete to gain a majority of followers, without 
distinguishing between Shiite and Sunni.  At present, we seem to be watching an offensive 
launched by the Shiite forces, started from Tehran, also in response to the global project of 
Al-Qaeda.  The fate of the conflict in Lebanon appears to be extremely relevant in this 
context.  We can find a strong presence of "contra-ideology” in nearly all the Sunni 
countries of the Persian Gulf with shiite minorities. The Persian Gulf currently represents a 
microcosm in terms of a clash between the Jihadistic-Sunni model, which finds its 
inspiration in al-Qaeda, and the nationalist Shiite model, which is based on direct conflict 
                                                 
4 Cfr. www.janes.com 
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with "occupant powers" or against its own leaders.  It is emblematic that Hahmad al-Ali, 
one of the most noted figures of the Sunni religious world, has referred to Israel and 
Hezbollah as the "two satans". Hahmad al-Ali has described the conflict between Israel and 
Hizballah like a "war between aggressive evil powers" where on one side there is a 
"Jewish-crusader alliance" and on the other the “kiss of heretical Iran' s imperial 
ambitions". 
As a well-known analyst of Muslim issues sustains, this position, which is shared by the 
greater part of the religious Sunni figures, intends a concept of great importance: no Shiite 
group can legitimize the jihad effort.  No matter how much the Jihad struggles for 
themselves and God to combat evil, it is a Sunni prerogative. The Sunni newspapers write 
that the difference between pure Jihad and the war of Hezbollah is that while the Hezbollah 
has limited scope, pure Jihad is the clash between good and evil and aims to create a world 
according to Allah. The Shiite war moreover, according to the Sunnis, is aimed at spreading 
blasphemy with the veneration of Imam and Ajatollah, and the erosion of the legitimate 
Sunni authority.  It is a matter of attempting to control one of the strongest, most attractive 
and influential ideological waves ever produced in the course of the last quarter of century.  
It was, in fact, at least two decades that a Muslim leader like Nashrallah did not emerge 
with such charismatic force, speaking to the entire Muslim world and addressing also 
Sunnis. Moreover the value of the perception of victory against Israel is very different from 
the ambivalent effect produced by the attacks of Bin Laden. Nashrallah picture is hung in 
many Arabic houses of today, not only Shiite homes. The fear that the Shiite wave will 
destroy the weak Sunni and Salafi leader of the Gulf has been condensed in the declaration 
which recently appeared on a Saudi daily paper: "All you do is squawk about Hassan 
Nasrallah and his men, while you, Salafis of the Arab Peninsula, shame on you for letting 
yourself be ruled by traitors who called in the Americans to kill Muslims to here and to 
there and give Israel oil for free from ports on the Red Sea." 
As an analyst of Janes notes, Al-Qaeda has been extremely careful about making comments 
on Lebanon, trying to avoid rigid ideological positions.  They have tried to avoid 
mentioning Nashrallah directly, even while affirming the war against Israel is right.  In 
contrast, the rhetoric of the Sunni religious leaders has been much more violent compared 
to the declarations of  al-Zawairi, for example.  This is explained by the fact that the leaders 
of Al-Qaeda realize that the Sunni masses have taken a liking to Nashrallah and Al-Qaeda 
realizes this can be a useful in the case of Sunni Jihad.  The Sunni world is crossing a 
period of weakness and confusion.  The effect of Lebanon, along with the creation of a new 
global leader, increases internal tensions. This has caused pressure on the ideological 
changes and Jihad warfare. And talking of changes in the Jihad warfare, always Janes cites 
the writings of Mustafa Setmariam Nasar, a Syrian and an important contemporary radical 
Islamic ideological who describes the 4th generation Salafist Jihad.  In this context, the 2nd 
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generation is that of the immediate post September 11th , which worked exclusively on 
coordinating the Al-Qaeda network; the 3rd generation is identified as a spontaneous 
popular explosion in all of the Middle East, which saw its apex with the activities of Al-
Zarqawi. 
The model applied by the 4th generation, also called as the Global Islamic Resistance, has 
followers of Jihad working within the enemy societies, hidden and dispersed within.  These 
Jihadists are geographically isolated from central al-Qaeda control and command sites.  
This method takes advantage of the non-hierarchal structure of Al-Qaeda. Nasar himself 
writes that the idea of organization is obsolete and that what the Jihad war needs is “a 
system of autonomous individuals or cells waging de-territorialized Jihad”. In this view, the 
cells are autonomous and have minimal contact with each other.  They finance themselves, 
grow, and integrate themselves within enemy societies: that which Janes calls atomization 
of Jihad.  The Iraq of the past few years, with its history of Al-Zarqawi’s atrocious 
brutality, has served as a key training camp for the 4th generation. 
It is evident, therefore, that the clash between Shiite and Sunni forces is at tous-azimout:  
the same warfare strategies result as opposites.  In addition, the two waves of radical 
militancies seem to feed off each other: success of the Jihad war foments the desire of 
Shiite hegemony, and vice-a-versa. 
 
In conclusion, the Lebanese conflict has produced controversial results and accelerated 
already existing trends: 
 
1-It has sanctified Nashrallah’s power and Hezbollah’s power. Immediately following the 
cease fire the various Lebanese ethnic-religious factions clashed ferociously. Anti-Syrian 
forces accused Hezbollah of bringing the country back into war and into the hands of Syria. 
Hezbollah’s military strength quickly took over governing functions, and the ministers gave 
their resignation, pushing the country into chaos. The Shiite leaders wants now a united 
national government able to well represent their force: as already written it is a fundamental 
realignment of the forces, the most important after the end of the civil war. The strong 
Shiite leaders of Damascus were not afraid to drag the country into another crisis that 
would have  reopened Lebanon’s old wounds. This situation will produce, in the immediate 
future, a comeback of the Syrian political influence in Beirut. 
2-It produced a political crisis in Israel, forcing it to face its own political and military 
inefficiencies. The country heads toward a difficult winter, with Olmert at the center of the 
fierce criticism.  This is also due to the interventions into the West Bank.  Israel has not lost 
the war against Hezbollah, but it has not won it either.  Although Israel hasn’t lost a battle 
on the ground and it has reached some important goals in the war, they cannot declare a 
victory. This unclear situation had already occurred in’73, the year that Israel declared 
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victory but that left the country with the sensation it had lost and with the idea that many 
things had changed.  In the same way, most Israelis perceive this present conflict as a not-
victory.  The conflict has left both the Country and Military shaken with scandals and 
uncertainties.  The overreaching programs put in place to resolve the conflict with the 
Palestinians, such as the Convergence Plan, have been abandoned, leaving people in doubt.   
3-It has made evident the clash of conflicting global strategies.  From a global point of 
view, the Shiite world gains another important point in its favor, while Iran, which prepares 
itself to affront the crucial elections for the Assembly of Experts, feels legitimized to “play” 
with the West. In the meantime, other leaders of the Gulf try to control their own difficult 
internal situations, often not with success, and they try to find new roads for legitimization, 
new alliances (there is talk of secret diplomacy between Riyad and Jerusalem) and new 
foreign sources of border stability. This has not impeded the Sunni Jihad to gain strength, 
even as a counter answer to the successes of Nashrallah, identifying a new type of warfare 
even more subtle e dangerous. 
 
The picture painted is extremely fluid, extremely unstable, and suitable to quick changes on 
a daily basis. The need to rehabilitate the IDF and bring to equilibrium the key players, has 
pushed some analysts to hypothesize the possibility of a “second round” between Israel and 
Shiite forces.  In the meantime there is a worrisome political crisis in Lebanon, and the fate 
of the forces that were trying to blame the distance of Damascus and Hezbollah.  The ‘New 
Order’ of Siniora do not have the strength nor the capacity to resist the wave provoked by 
the Lebanese conflict .  This will inevitably produce a puppet government with Siniora 
hostage of Damascus, or early elections with unpredictable results and the danger that 
Lebanon breaks apart.  In the meantime the entire region is fractured by opposing global 
forces in odds with one another, all with different strategies, one more devastating than the 
other. 
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AFRICA: WITH THE EXCLUSION OF ANY FOREIGN INTERFERENCE …WITH ONLY ONE 
EXCEPTION 

 
Maria Egizia Gattamorta 

 
All major events within the last months in Africa are related to those Nations: Ivory 
Coast, the Democratic Republic of Congo, Somalia and Sudan… but above all China. 
The Ivorian President Gbagbo continued his lonesome battle against any French 
interference, to save the Constitution and the full sovereignty of his Nation; the two 
electoral rounds (July 30th and October 29th) in the Democratic Republic of Congo 
concluded, leaving great hopes for the restoration of security and peace in the heart of 
the black continent; the weak Somali Transitional government clashed with the spread 
of the Islamic Courts with the risk of provoking a domino effect of regional instability 
(this foresees the involvement in different roles and measures of Eritrea, Ethiopia, 
Kenya and Uganda), in spite of the pacification of the Oriental front, the Darfur drama 
continues to attract international attention, due to how the crisis is still unilaterally 
managed by the government of Khartoum, without the possibility of any external 
interference.  
Once again the presence of China is tied to these purely African themes.  The 
unwinding of the 3rd Ministerial Conference of Forum on Chinese-African Cooperation 
(FOCAC) in Beijing on November 3rd-5th marked new steps forward on the path 
undertaken 50 years earlier and planned with extreme rationality over the last six years. 
Hu Jintao has become the “deus ex machina” who moulds the present and the future of 
the African continent. 
 
Ivory Coast: Resolution 1721 reopens the Franco Ivorian match 
 
The game in Western Africa is very delicate. Throughout the last four years Ivory Coast 
has been struggling against the French giant in order to maintain its sovereignty, 
Constitution and national identity. Over the last 3-4 months, the uncertainty of whether 
the Ivorian presidential elections1 were to take place, has attracted the attention of 
international press, who became the witness to President’s Gbagbo attempts to contain 
the French maneuvers.   
Decisions taken within the context of ECOWAS (Abuja, October 6th) and the African 
Union Council for Peace and Security (Addis Abeba, October 17th) only contributed to 
prolong the period of immobility. This is because they proposed a “fifty-fifty” solution, 
instead of a definite-unique winner of the match. Their proposal to the United Nations 
Security Council (acknowledged later as resolution 1721), modified through multiple 
                                                 
1 The presidential elections in Ivory Coast were supposed to take place by October 31st, as stabilized by 
resolution n.1633 of 2005; 
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versions, was indeed perceived by a mixture of satisfaction and perplexity by the 
protagonists of the crisis. What really happened? On November 1st the highest 
international organ (UN Security Council) had decided to give major decision power to 
Prime Minister Charles Konan Banny to relaunch the voter’s identification process and 
thus to complete the disarmament, demobilization and reintegration programme (DDR). 
At the same time, it strongly maintained the current Constitution and the National 
Assembly; this means that -apparently- President’s Gbagbo prerogatives remained 
intact.  
Certainly it was only due to the contribution of China, Russia, the United States and 
Tanzania (who opposed to the approval of the French resolution) that some passages 
were eliminated2.  The final outcome was quite a blow for the pride of Paris. It was 
actually said that “France had lost…but neither the Ivory Coast won”. Why? The fact 
that, the French will to topple the Ivorian government, was not imposed  (following the 
treaty of Linas Marcoussis, January 2003) represented a debacle, and it was not a good 
sign for the françafrique that Chirac’s demands were not taken into completion by 
Sassou Nguesso and by the other francophone presidents against the Professor-
President of Abidjan. On the other hand, it was also true that thanks to its maneuvers in 
the UN headquarters and within African Union context, France continues to mine and 
weaken the Ivorian political class.  
This all began with the Ivory Coast’s decision to completely get rid of France’s 
monopoly over the country and open its National market to other countries (including 
Italy). This “face off” naturally angered France; the French government was still not 
ready to witness the disintegration and cancellation of its power in Africa (this was what 
it considered its “ancient colonial pride”).  
What could be the next steps to take? The early November consultations initiated by 
Gbagbo with the representatives of the civil society lead to the belief that the Professor 
is not yet ready to loosen the game. Gbagbo finds unacceptable any cohabitation with 
Banny, Ouattara and Soro. His intent is to listen to the various proposals in order to 
recompose a new order that might be useful to exit the crisis, and also to reinvigorate 
regional pride and weave a trustful network. There is yet another card to play…the 
Chinese opportunity. Contacts have so far being productive. This could be the winning 
move …the last one to play within the upcoming 12 months. 
 
 
 
 
                                                 
2 The passages included: 1) giving full power to the head of Government to nominate high civilian and 
military functionaries, 2) the fact that the United Nation’s decisions would have prevailed on the Ivorian  
Constitution; 
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The Democratic Republic of Congo: elections under the insignia of democratic 
maturity 
 
 The presidential, legislative and provincial elections in the Democratic Republic of 
Congo were one of the “hot themes” of African politics throughout Summer-Autumn 
2006. 
Joseph Kabila or Jean-Pierre Bemba for President? Who will win the parliamentary 
elections? The Alliance for Presidential Majority, the Union des Nationalists or minor 
parties?3   
The vote of July 30th -held under the careful control of 5000 national electoral 
observers, 1,500 international observers, 17,000 peacekeepers (MONUC) and by 
members of the European mission (EUFOR)- took place in a peaceful and regular 
atmosphere as was the elections of October 29th. It seems that a strong democratic 
responsibility has been finally established by the population, for years tormented by 
dictatorships, severe wars and even today a victim of rebel groups stationed in the 
Eastern regions (Ituri e Kivu), with the exception of the clashes occurred in Kinshasa 
(August 20th-22nd ) and Gbadolite (October 26th -28th ).  
According to partial results based on 42% of scrutinized cards released on November 8th 
by the independent electoral commission, 65. 69% of the preferences favored outgoing 
president Kabila while 34. 31% favored Vice President Jean-Pierre Bemba (head of 
economic affairs).  
Even though the two candidates agreed to respect the final verdict, unexpected surprises 
should not be excluded by the end of November, particularly between November 19th 
(date of final results publications) and November 30th (date of the definite winner 
proclamation). What is available on the table is huge: coltan, gold, manganese, zinc, 
diamonds, oil and cobalt …which attract American, Canadian, European, South African 
and Chinese companies. The country risks to remain crushed under its proper richness 
and become witness of intersected wars between the various foreign multi nationals.  
Throughout the years 1998 and 2003 this “balkanized” country has witnessed an 
increasing strong nationalist sentiment; there is also a need of peace and democracy not 
in an abstract way, but with substantial elements in order to boost the Central African 
Area.  
The hope is for the civil sense to prevail on possible corruption elements and on a long 
period of time this could bring real change. 
 
                                                 
3 For the provisional results: Alliance for Presidential Majority obtained 298 seats in the National 
Assembly, Union des Nationalists obtained 116 seats, RCD obtained 18 seats, UREC obtained 3 seats, 
Christian Democrats obtained 15 seats, Non-alligned smaller parties obtained 34 seats, Independents 
obtained 16 seats; 
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Somalia: the Islamic Courts towards the complete control of the country. Is there a 
possibility of new scenarios? 
 
The first impression ongoing crisis in Somalia gives is that of a crisis that is rapidly 
expanding towards the entire region, involving Sudan, Ethiopia, Eritrea, Kenya and 
Uganda. The Islamic Courts control Mogadishu, Jowar, Baladwyne, Kisimayo, Kalaber, 
Jawil and Buur Haqaba but they also spread to the northern areas confining the Puntland 
and the Somaliland. Kenya, which hosts 30,000 Somali refugees since the beginning of 
2006, has already predisposed Armed Forces on its borders with the Gedo region; 
Ethiopia has also decided to strengthen its soldiers on the border area in addition to 
sending militias (8,000 according to some sources) in support of the transitional 
government of Baidoa (even if, according to statements made by Zenawi, those are not 
militias but trainers). 
How can this situation be handled? The meeting of the International Contact Group 4 on 
October 19th attempted to mediate with no avail; on that occasion Yusuf denounced the 
financial, material and military support of Islamic terrorist organizations to the 
government of Mogadishu and warned on the possibility of transforming the entire 
country into a Taliban like state, but without introducing any concrete proposals or 
space for dialogue. 
The third round of negotiations, that was to take place in Sudan (the first was held in 
June, the second in September) was recently cancelled due to the intransigence of all 
elements (the Courts requested the withdrawal of Ethiopian soldiers from Baidoa as a 
pre-condition, together with the exclusion of Kenya from the negotiation process) 
Today, the transitional government of President Yusuf and premier Gedi entrenched in 
Baidoa seems to be the main problem. It is weak and corrupt and survived so far due to 
the support of the USA and Ethiopia.  
Only if the wing of Sharif Hassan Sheikh Ahmed were to prevail, (the transitional 
government Parliament speaker who traveled to Mogadishu on November 5th and 
launched negotiations with the head of the Supreme Islamic Council ), there would be 
good  possibilities to exit the current impasse. 
According to credible sources, it is certain that the US is trying to open a dialogue 
channel with the Islamic Courts, as demonstrated by confidential meetings held in 
August and September with the participation of Jendayi Frazer, US Assistant Secretary 
of State for African Affairs. If those negotiations were to continue, it would be an 
important sign that could indicate a US political change towards Muslim regimes and 
would necessarily imply a change in the choices by interim executives. 
                                                 
4 The International Contact Group  was established last June with the approval of the USA with the 
participation of IGAD, African Union, Arab League, USA, Gran Britain,  Italia, Norway, Sweden and 
Tanzania; 
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Would Somalia become the bench of proof for cohabitation between Islam, legality and 
democracy? 
 
Sudan: peace reached in the Eastern part…but what will become of the Western 
region? 
 
Peace was reached in Eastern areas, due to the agreements signed on October 14th by the 
Government of Khartoum with the rebels of Beja Congress and the Rashaida (today 
known as the Eastern Front). Based on what was agreed upon, a member of this group 
has been nominated as Assistant to the head of State and 10 parliamentary seats have 
been reserved for the representative of those pacified regions. The contribution supplied 
by Eritrea during the long months of negotiations was compensated with the reopening 
of the border, this would indicate “a step towards the strengthening of relations between 
the two countries” as stated by Abdullah Jabir (Popular Front for Justice and 
Democracy). 
Unfortunately this wave of peace in the East does not extend towards West. Darfur is 
still under the increasingly tight grip of the Janjaweed and by the regular army, despite 
of the repetitive denials by the executive of Omar al-Bashir. On this theme, the refusal 
of dialogue is total: the problem is of domestic nature and should be resolved by 
national forces, or at the most, with the help of African Union peacekeepers. From here, 
the refusal of the application of resolution 1706 of United Nations Security Council, in 
addition to the expulsion on October 22nd of Jan Pronk (the Special Representative of 
the Secretary General of the United Nations), accused of having inserted into a personal 
web site5  information regarding two serious failures of the Sudanese army in Umm 
Sidir and Karakaya and having had contacts with rebels from the Western Region. 
Actually it is not only Darfur to be in the destructive programs of Khartoum. Violence 
is spreading across the borders, as stated by Presidents Idriss Deby (Chad) and François 
Bozizè (Central African Republic). On occasion of the N’Djamena meeting, held on 
November 1st, Deby and Bozizè accused their Sudanese counterpart to have attacked 
some regions on their borders and also incite local rebel groups against the central 
power.  
Does the government of Sudan has in mind a destabilizing design for the entire region? 
This is what it looks like.  
Sudan being strong with oil, Chinese and Russian support, the placet of the Islamic-
Arab world, continues to exceed all limits of international rights. Since a military 
intervention is not in the picture right now serious measures should be taken, if not in 
the premises of the African Union or UN, at least by the US and by some members of 
the European Union.  

                                                 
5 www.ianpronk.nl; 
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As recently suggested by a report of the Crisis Group6, it would be useful to 
hypothesize punitive actions against members of the executive (assets freeze and travel 
ban), or to impose oil sanctions or even strengthen the investigative action of 
International Criminal Court.  
But how far can the international community expose itself towards Africa?  
 
Africa-China: common destiny or…common strategy? 
 
We solemnly proclaim the establishment of a new type of strategic partnership 
between China and Africa featuring political equality and mutual trust, economic 
win-win cooperation and cultural exchanges  (from Declaration of the Beijing 
Summit, of the Forum on China-Africa Cooperation, November 5th , 2006). 
 
With the partnership being sanctioned, the final statement of the Forum held in Beijing 
on November 3rd -5th, contains all the useful elements to operate a proper revolution in 
international relations: there is the promotion of political equality and reciprocal trust, 
the launch of a profitable cooperation for both parties and cultural exchange. The South-
South axes have now been consolidated. The dynamic Chinese diplomacy has caused a 
tsunami effect on the otherwise slow African mechanisms. 
 
In the presence of 48 African delegations, mostly guided by head of States and 
governors, Chinese President Hu Jintao committed himself for the next triennium with 
very inviting promises:  
-doubling aid efforts (not specified);  
-giving US $ 3 billion of preferential loans and US$2 billion of preferential buyer’s 
credits to Africa;  
-creating US $ 5 billion fund to encourage Chinese companies to invest in Africa; 
-building a conference Centre for the African Union; 
-cancelling debt in the form of all the interest-free government loans that matured at the 
end of 2005 by the HIPC7 and LDP8 included among the African countries that already 
have diplomatic relations with Chinese Popular Republic9; 
-opening of the Chinese markets for African products with the addition of 250 products 
to the 190 products previously exempted from exportation taxes; 
establishing of 5 economic and commercial  cooperation zones in Africa; 

                                                 
6 Getting the UN into Darfur, Africa Briefing n° 43, October 2006; 
7 HIPC stands for Heavily Indebted Poor Countries; 
8 LDP stands for Least Developed Countries; 
9 There are only 5 African countries that have exclusive relations with Taiwan: Gambia, Malawi, Sao 
Tomè, Burkina Faso, and Swaziland. In recent months  Chad, Liberia and Senegal  became members of 
the Beijing family;  
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-training of 15,000 African Professionals; sending 100 senior agricultural experts to 
Africa; setting up 10 special agricultural technology demonstration centres in Africa; 
building 30 hospitals and 30 malaria prevention centres, presence of 300 volunteers, 
construction of 100 rural schools, doubling scholarships for African students (4,000 
each year instead of current 2000).   
 
Even though the opening statement was very clear, the conclusive Declaration and the 
Plan of Action were even clearer (2007-2009).  
All participants expressed great satisfaction, particularly following the stipulation of 
commercial contracts for a sum of nearly US $2 billion, and after the commitment taken 
to double the volume of commercial exchange in making it reach the sum of  US$100 
billion by the 2010.  
So far, these results are quite an achievement. For China, such a bond could mean the 
confirmation of its hegemonic role which involves the extension of its influence sphere 
by guaranteeing itself energetic supplies10 (particularly from Sudan, Angola and 
Gabon); for Africa, instead, this bond means daily survival, constant flux of cash for 
major regional projects, logistic support for road and railway construction, 
infrastructures related to ICT and to space research (for example in Nigeria11), in 
addition to international warranty for the extension of authoritarian management of 
power. 
The principle countries compromising with Beijing are Algeria, Angola, Sudan, 
Zambia, and Zimbabwe.  
It is not yet licit to say if this bond means nothing more than a sale offer to the first 
buyer, or it is an over-optimistic foreseeing plan. Certainly the behaviour of those 
governments (in some cases quite dull) should start dealing with different associations. 
As occurred in South Africa -where the textile sector union claimed major protection for 
national products and for the treatment of local laborers- in other countries some 
movements started to demand major tutelage in front of the excessive power of the new 
arrivals. Last July, for example, some miners in Zambia rebelled to the inhuman 
treatment imposed on them by a Chinese owned mine.  
The most urgent need remains to be the transfer of Know How, the acquisition of a 
methodology and a practical use of machineries and of most advanced technologies, so 
to avoid what is still happening today in the maintenance of the Tazara railway (1,860 
km between Lusaka and Dar es Salam) built in the seventies. 

                                                 
10 In 2005 China imported 38 million of tons of oil from the African continent;  
11 In Nigeria, China committed financial projects related to the sectors of energy, transportation, and 
telecommunications (for example the Mambilla Power Plant, the International Radio Monitoring Station 
Equipment, and the National Spectrum Management System Project). The commitment taken to finance 
the launch of the 2nd space satellite was of great media impact. 
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Certainly the declaimed “common destiny” actually hides a “common strategy” and 
some disturbing questions: what will be the objective of this revolutionary alliance? 
What are the possible consequences? A new scramble for…or a win win situation or 
even a new global order? Between the two options - Afro-pessimists and Afro-optimists 
– the hope is to reinvigorate African ownership so that Africa -by working together with 
eclectic Chinese– can  absorb the entrepreneurial spirit and Oriental dynamism.  
 
It is quite evident that Ivory Coast, the Democratic Republic of Congo, Somalia and 
Sudan are related to one denominator: the commitment to exclude any foreign 
interference, including that of the United Nations, the United States or France. Will 
they succeed in this? It seems that to reach their common objective, the Africans are 
exclusively orienting themselves towards the Great Chinese Wall…. The first fruits of 
this collaboration are becoming increasingly evident.  
The upcoming months might hide numerous surprises, particularly for new resolutions 
regarding the governments of Khartoum and Abidjan, thanks to the role of Beijing and 
Moscow. As occurred in the presidential elections in Zambia, if in  Kinshasa- between 
Kabila and Bemba- the winner were  the supporter of Beijing …in this way the puzzle 
would be complete.  
In such an extreme case, the only way to individualize the key driver of the continent 
would be to walk through the Silk Road…Is this real African fantasy-politics? May be… 
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THIRD QUARTER BALKAN REVIEW: TRENDS AND EVOLUTIONS IN SOUTH EASTERN EUROPE 

Paolo Quercia 
 

 

Main regional events: Kosovo, no independence in 2006; Bosnia Ercegovina, 
elections and the future of the High Representative; Montenegro, Djukanovic wins 
and quits.  

 

The third quarter of two thousand and six in South Eastern Europe was characterised by 
very important political and diplomatic events that put back the region in the international 
security agenda. The most relevant developments occurred in relation with the Kosovo 
issue and with the process of definition of its future and final status; another important 
event that could affect the regional future political scenarios took place in Montenegro: 
Milo Djukanovic, the most long lasting Balkan politician, after having achieved an  
unexpected independence for Montenegro from Serbia in the June referendum and, 
decided  to resign from its post of Prime Minister and to abandon the newly formed 
government at the same moment he reached the climax of its political career. Also in 
Bosnia Hercegovina new political developments has happened: October elections gave 
birth to a new government, characterised by the progressive decline of the old radical 
nationalistic parties (historically linked to the country civil war) and the rise of more 
moderate political formations; this slow political changes in Bosnia Hercegovina are 
particularly important in the light of the expected end of the mission of the UN High 
Representative Office for Bosnia Hercegovina.   
 
Kosovo, no independence in 2006 
 
In September UNOSEK, the United Nation special mission in charge of finding a 
common agreement between Serbia and the provisional Kosovo government in Pristina 
(PISG) completed all the negotiation rounds without finding a common accepted solution. 
Martti Athissari, UNOSEK head, delayed to produce his final report to the Security 
Council that was expected to be delivered by November 2006. The final UNOSEK report 
was long awaited because Athissari was not only tasked to report about the negotiations 
but he was supposed to deliver its own proposal on how to solve the status issue; that is if 
and at which conditions Kosovo could became an independent state. The certainties of the 
UN timeline for independence started crumbling soon after the summer, when the 
Security Council decided to delay its final decision until the first quarter of 2007. This 
was somehow an expected outcome, since the political divisions among the countries of 
the Security Council and the Russian threat of connecting the definition of the Kosovo 
status to those of Transnistria and South Ossetia, suggested to the UN the strategy of 
gaining some time. But the sensation that things were getting far more complicated than  
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how it appeared was given by the decision of Athissari himself to delay UNOSEK 
proposal to the Security Council on Kosovo status. The new political element that 
inspired more prudence to the UN has been the adoption of the new Serbian constitution 
and the decision to held new political elections in Belgrade on January 21st. This will 
mean that the Kosovo status issue will not be solved by the end of the year, as it was 
originally scheduled by the UN and promised to the Kosovo Albanians, but that the future 
decision on the future status has been strategically delayed by few months.    
 
Serbian president Boris Tadic has chosen 21st of January as the date for new 
parliamentary elections. The Serbian vote – that was necessary after a new constitutional 
chart was adopted by the parliament – is awaited with great apprehension by the 
international community because the new Serbian government could be characterised by 
a more nationalistic orientation and could eventually react in an unpredictable way to an 
eventual declaration of independence of Kosovo. For this reason UNOSEK and UN 
Security Council decided to wait the political results of the Serbian elections before 
taking any further steps towards independence, enraging in this way Kosovo public 
opinion.  The new timeline now seems to have become the following: on 21st of January 
Serbian parliamentary elections will be held; by the beginning of February Athissari will 
present his proposal to Belgrade and Pristina for a first diplomatic feedback; between the 
second half of February and March 2007 Athissari will present his status plan to the UN 
Security Council. After this deadline the UN Security Council is expected to meet to 
discuss the future status of Kosovo and, very likely between March and April, to produce 
a new resolution that will substitute the outdated 1244. 
Substantially, the new timeline for the UN decision over the future Kosovo status is, at 
the moment, four months late compared to the original intensions of the international 
community. Several reasons could be behind this strategic delay, but probably the most 
remarkable one is the necessity to gain few months to negotiate the entity of the so called 
“Serbian package”, a mixture of economic, political and diplomatic benefits to be granted 
to Serbia to reduce to the minimum the opposition of Belgrade in the case of an imposed 
Kosovo independence solution.    
  
Bosnia Hercegovina towards the end of the international protectorate? 
 
The result of the recent elections has an intrinsic importance linked not only to the direct 
political aspects but also to the current Bosnian scenario with a progressively decreasing 
presence of both the international forces and institutions. The mandate of the High 
representative of the International community, Christian Schwarz-Schilling, will 
eventually cease in mid 2007 and this transfer of powers to local authorities will represent 
the most visible sign that the post-Dayton era is over. 
The international protectorate, although sometimes quite assertively, has granted stability 
to the country and created a political framework for democratic confrontation among 
different parties. 
In parallel with the increasing role of local Bosnian institutions a new international Office 
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– on the ashes of the former UN protectorate – will take shape, apparently with a strong 
commitment (of both policies and resources) by the European Union. 
In such a context of “redistribution of powers” (both between the international 
Community and the Bosnian authorities and among the international bodies) a new 
political scenario is slowly taking shape as a result of the October elections. The 
traditional political weight of the ethno-nationalistic parties (SDS on the Serb side, HDZ 
on the Croat side, SDA on the Muslim side) suffered a significant decrease linked 
partially to internal dynamics and partially to the stronger credibility of other (only 
apparently) new actors: the Stranka za Bosnu i Hercegovinu (Party for Bosnia-
Herzegovina – SBiH) led by Haris Silajdzic, the Union of Independent Social democrats, 
(SNSD) led by Milorad Dodik have monopolized (and manipulated) the scene with 
arguments and loudness that reminded pre-war campaigns and different actors, while the 
SDP of Zelijko Kosmic emphasized the virtues (and the intentions) of the single 
candidate towards an (unrealistic) Bosnia of all Bosnians. 
This attitude enabled the “new” parties to win increasing consensus: Dodik appealed for a 
possible referendum on future independence of Republika srpska (referring, as 
precedents, to the Montenegrin model and potentially to the Kosovo final status) 
marginalizing the traditional prerogative of the SDS, historically the Karadzic party: due 
to this kind of campaign and arguments he was able to have his candidate, Radmanovic, 
easily elected on the Serb side; Silajdzic, on the Muslim side, campaigned for a “100% 
BiH” re-proposing a constant Izetbegovic (and SDA) argument. As one can notice in the 
Serbian and Muslim scenario the institutional (and partially nationalistic) rhetoric still 
plays a prominent role: the electorate didn’t move from the consolidated, traditional 
positions. The parties did. And the result is a scenario with new faces but old priorities. 
A unique dynamic took place among the Croatian parties and represents the only real 
element of break with the past. The new scenario is rooted in the 2005 attempt to change 
the constitution which led to a partition inside the once monolithic Croat democratic 
Union, HDZ: the faction refusing any possible approach to a new multiethnic institutional 
scenario founded the HDZ-1990, separating from the HDZ proper with the consequence 
that the hard-liners presented 2 different candidates (Ivo Miro Jovic and Bozo Ljiubic). 
As a result the SDP, a substantially multiethnic group with roots in the old communist 
league, won surprisingly the elections for the Croat representative to the presidency: 
Zelijko Komsic, a Sarajevo Croat, with a past in the Armija Republike Bosne-
Herzegovine, and former ambassador of Bosnia in Belgrade, was able to gain a wide 
consensus, significantly more than his party (who only gained 5 seats in the central 
Assembly and 17 in the federal).  
Due to such result the dynamic could now turn into a totally new phases, with the Croat 
element pushing for moderate reforms, the Serb pragmatically agreeing and the Muslim 
loosing the chance to play a role because of  ideological unsatisfactions as far as the 
centralization process is concerned.  
Radmanovic will play all his cards of reasonability to stop any further integration, 
keeping an eye on the Kosovo status talks, and the possible consequences on the 
Republika srpska status. The first hot dossier on the table will be the reform (towards 
unification) of the police systems, as envisaged in the October 2005 agreement, formally 
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requested by the EU to have the negotiation on the Stability and Association agreement 
back on track, and firmly opposed by the RS officials. The following dossiers will regard 
the transport system, energy distribution and water supply, precondition for a unique 
economic system and shared interest.  
Bosnia Herzegovina will continue to be frozen, realistically, until the decision on the 
Kosovo final status is taken (as a consequence of the Serbian elections of January the 
21st). The UN will take profit of this non-operability to draw a sustainable exit strategy in 
the view of mid 2007 deadline, calling the EU to play a more significant role. 
 
 Montenegro, Djukanovic wins and quits.  
 
Few months after the victory in the first parliamentary elections of independent 
Montenegro of the coalition formed by the Social Democratic Party and the Democratic 
Party of Socialists (PDS) the winning prime Minister Milo Djukanovic has decided to 
resign from its office. 
Djukanovic decided to retire himself from the government of Kosovo, after more than a 
decade of continuous leadership, officially for private and familiar reasons. Nevertheless 
he will retain a crucial role in the political life of the country due to the fact that he didn’t 
abandon active political life since he will remain the president of  the PDS and he will 
remain in indirect but effective control of the government. The President of Montenegro 
decided to appoint the former PDS Minister of Justice Zeliko Sturanovic as new prime 
minister.  
Speculations over possible hidden reasons for Mr Djukanovic resignation in the very 
moment of its political triumph have soon spread in the region.   
According to some opinions, it could be a strategic temporary step back due to the fact 
that Djukanovic could have attempted – once obtained the political goal of independence 
– to protect its political capital from the harsh economic prospect that Montenegro is 
likely to experience in the short term, especially because of the high costs of the state 
building process. 
According to other opinions Djukanovic could have opted to dedicate himself fully to 
develop economic activities in Montenegro and in the region and to go back to active 
political life in the near future with consolidated economic assets.  
Another explanation is related to Mr Djukanovic judiciary position in Italy related the 
some pending old cases: it could be his intention to find a solution to his judiciary 
problems by negotiating his cases with Italian authorities, a prospective that could easily 
be successfully reached acting as private citizen more than as a political chief of 
government.  
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THE QUEST FOR THE OLD-FASHIONED SOVEREIGNTY 
 

Andrea Grazioso 
 
The same issues that emerged during the first half of the years have dominated the third quarter 
of 2006. 
The former-Soviet space is experiencing a further political fragmentation, as a consequence of 
long-standing problems that are still alive after 15 years since the collapse of the Soviet Union. 
There are also new critical elements that concur to the impending disruption of the remaining 
linkages among former-Soviet republics. 
The combined effects of long-term and short-term trends are likely to produce a substantial 
change in the geopolitical map of the Eurasian continent, over the next few years. 
 
Russia – West relations, in the wake of St. Petersburg Summit 
 
Russia's new diplomatic assertiveness was exhibited to the world, during the G8 summit in St. 
Petersburg. 
The most controversial topic that dominated the run-up to the summit has remained in the 
spotlight, Russia's firm intent of pursuing its own democratic trail, called “sovereign 
democracy”. 
Sovereign democracy centres on Moscow's right to restrict the impact of foreign influence - 
international law, global economic commitments and restrains, and world public opinion - on 
Russia's domestic policies. 
The practical outcome of this concept, a kind of political ideology that seems to recall the anti-
western rhetoric adopted since the Sixties in some Latin American and African states in order to 
rebuff Western political pressures for a more open political and economic environment, is 
immediately apparent in the foreign and economic policies. 
As suggested by influent members of Putin’s administration, Russia must restore its global 
influence, for geopolitical reasons and because of its imperial tradition. 
One of the cornerstones of this strategy consists in putting under the state's control or 
dominance those assets – as pipelines, the national electricity grid, railroads and federal 
highways, the financial system, and broadcast television – that form the most strategic part of 
national economy. 
The very concept of “sovereign democracy” was harshly criticised, before and after the St. 
Petersburg summit. 
During a visit in the Baltic States, before the St. Petersburg summit, U.S. Vice President Dick 
Cheney accused Russia of reversing her democratic path.  
On the sidelines of the summit, U.S. President Bush expressed disagreement with Russia's claim 
to a special type of democracy.  
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“There is no sovereign or a special kind of democracy. There are fundamental democratic 
values based on which democracy either does exist or not”, President Bush said, during a 
meeting with Russian human rights activists. 
As the summit neared, criticism from the West increased, as defensive responses from Russia 
became more biting. 
Putin countered that in the Nineties, when Russia was economically and politically weak, the 
West had many levers of influence on Russia's domestic and foreign policies. Today, while 
these leverages have disappeared, the desire to deeply influence Russia’s own evolution still 
persists in Western Capitals. 
Putin’s view seems to be largely shared by many Russian politicians. 
Deputy Prime Minister and Minister of Defence, Sergei Ivanov, a credible candidate to Putin’s 
succession in 2008, furthered the same concepts. 
According to Ivanov, Russia’s priorities in the medium term should be the efforts to become an 
energy superpower, to develop a strong army, and to follow sovereign democracy, a concept it 
should defend by any means, including by force.The other credited candidate to Presidential 
position, First Deputy Prime Minister Dmitry Medvedev, criticised the term “sovereign 
democracy”, describing it as “unsuccessful”. 
However, the practical translation of this strategy into reality if fully evident in Russia’s energy 
policy, where Medvedev plays a prominent role. 
 
The enduring confrontation over energy security 
 
The Kremlin leadership has become very assertive in saying that, in today’s world, energy 
producers are no-longer poor raw-materials appendages to the more fortunate industrialised 
nations. Russia should act as equal with the rich West, in order to participate in formulating the 
norms that regulate the world’s energy sphere. 
According to Putin, Russia is keen to take part in the development of shared codes that should 
guide the world’s energy market. 
Russia is also ready to take an obligation to strictly abide by these jointly formulated principles. 
Russia’s only demand would be that the rules of the game be equitable.  
As Moscow sees it, these rules should take into account all aspects of energy security, from the 
“upstream phase” of production of energy, to its transportation, and consumption. 
In the present circumstances, however, Russia is clearly upset that the Western countries, which 
are the main consumers of global energy resources, still fail to understand that energy security 
does not mean only security for consumers, but also for the producers.  
Several Western analysts are warning about the increasing expansion of the European market 
share captured by Russia’s state-connected energy companies. 
Gazprom, in particular is increasingly interested in acquiring assets into downstream 
infrastructure and distribution systems in Europe. 
The Russian energy giants are looking for advantageous arrangements like long-term exclusive 
contracts to lock Russian companies in and lock competitors out, leading eventually to price 
dictation and even political leverage on client countries. In addition to this, Russian firms are 
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entering into some of Europe’s established supply sources of oil and gas, such as Algeria and 
Libya.  
In the case of Algeria, Russia has successfully reached an agreement which include a 
multibillion-dollar arms deliveries as well as debt write-offs in return for starting joint 
extraction projects in Algeria and joint marketing of the fuel in Europe.  
Also, one reason of serious concern is Moscow’s plain ability to manipulate the flow of supplies 
en route to recipient countries. 
Such capability was proved during Ukraine’s gas crisis of January-February 2006, with the 
wave effects on European countries through the whole downstream.  
Again in July of this year, Moscow cut off the oil supplies to Lithuania and also blocked oil 
supplies from Kazakhstan to that country, so as to prevent the sale of Lithuania’s refinery and 
oil-transport system to Poland’s PKN Orlen. 
There is a widespread perception that disguised as commercial and debt arrangements, in 
Ukraine’s case, and technical problems, in Lithuania’s case, Moscow plans to take over 
Ukraine’s gas pipelines and Lithuania’s oil sector. 
On top of this, the apparent attitude to use the disruption of energy export flows, even before 
they leave Russian territory, clearly increases the anxieties. 
During last winter, below-average temperatures in Russia reduced the gas volume available for 
Europe. Almost simultaneously, a well-organised and never clarified sabotage of three energy 
supply lines in Russia’s North Caucasus had a devastating impact on Western-oriented Georgia. 
More recently, a relatively minor oil spill from a pipeline in western Russia was the justification 
for cutting off supplies to Lithuania. 
However, the Kremlin has sound arguments for lobbying its interests among European leaders. 
According to Moscow, the European intentions to liberalise access to the energy transportation 
networks are nonsense from the economic point of view.  
With the ability to buy or lease the transportation infrastructure, various intermediaries would 
be, in Putin’s words, “sitting on the pipe” and “reaping the super-profits” that otherwise would 
go to the producer who controls the network.  
Russia’s argument is that the participation of middlemen would not lower fuel prices; the only 
difference would be who would enjoy the profits. 
However, what Russia expects in exchange for letting the Western partners into the Russian 
core economic sector, the country’s energy sector including its extraction and transport 
infrastructure, is still unclear. 
Russia would like to be rewarded with something as tangible as the vital interest she has in the 
energy. One hypothesis is an unrestricted access to the most advanced technology, access that is 
today hindered, especially due to US-born regulations. 
In other terms, although some European leaders’ attempt to discuss with Moscow an energy 
deal, without necessarily reaching a comprehensive agreement on the whole political agenda, it 
seems almost impossible to separate energy issues from the broader political framework. 
Relations between Russia and the European Union, while focusing on energy, cannot avoid 
addressing other issues, like civil and human rights within the Federation. These topics, and in 
the broader sense the evolution of Russian democratic path, form the basis for the general 
attitude of Western public opinion and politicians toward Russia. 
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Without a mutual understanding on respective values and interests, Western world and Russia 
will remain on a collision course. 
 
Russia and Georgia, two steps from the military confrontation 
 
The third quarter has been dominated by a further escalation of verbal and diplomatic 
confrontation, as far as the relations between Russia and Georgia are concerned. 
Late in the summer, the Georgian leadership was clearly emboldened by the positive assessment 
made by NATO’s authorities on Georgia’s progress in military reform. 
This step, with the ensuing invitation to the “intensified dialogue” with the Alliance, provided 
Tbilisi with a step increase in its self-confidence. 
Even more important, a politico-military delegation from the United States visited the country, 
and agreed to proceed with a further phase of military assistance. 
This was an expected reward for a country that deploys hundreds of soldiers in Iraq, supporting 
US policy there. 
But the euphoric climate in Tbilisi was conducive for a hazardous move, as the arrest of five 
Russian officials, accused of spying in Georgian territory. 
The incident ignited a more than proportional reaction from Moscow, with the threat of 
retaliation in case the officials were not immediately released. 
Tbilisi finally handed over the Russians, but nonetheless Moscow started a series of punitive 
moves against the Caucasian republic. 
The Kremlin has proposed, and the Duma has enthusiastically approved, the restriction to the 
import of several goods of Georgian origin. The energy giant Gazprom has announced a 
dramatic increase in gas price for Georgian consumers. 
Dozens of Georgians have been arrested in Moscow and elsewhere, accused of illegal 
migration. The whole anti-Georgia campaign has been widely supported by state-controlled 
media, and apparently received the general consensus among Russian citizens. 
Two issues make this incident quite relevant for the evolution of the geostrategic scenario. 
First, Russian retaliation measures have been adopted after the release of Russian officials, even 
if Tbilisi agreed to Moscow requests.  
In other words, Moscow reaction was needed, for the sake of Russian pride; the arrest of 
Russian officials has been perceived as the last straw for the Kremlin, which is very annoyed by 
Saakashvili's pro-Western course and sharp verbal attacks on Moscow.  
Also, Russia is going to start a long pre-election phase, for the election of the new President in 
2008. While the consensus for Putin is generalised, some of the pretending successors could 
gain from an open confrontation with an insubordinate neighbour. In the last election 
campaigns, the political climate was substantially shaped by the existence of some kind of 
military confrontation between Russia and internal enemies. A military escalation with Tbilisi is 
well within Moscow’s capabilities, and would be functional to a Machiavellian plan. 
The second element of strategic relevance is the apparent neutrality of the United States in the 
confrontation.  
NATO and the United States, usually quick to defend Georgia, have so far largely stayed out of 
the conflict, limiting themselves to calls for restraint.  
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The likely explanation is the need for Washington to obtain Moscow’s support in several, 
critical foreign-affairs problems, where they depend to some extent on Russia’s decisions. The 
Middle East crisis, Iran, North Korea are critical issues where US interests are more at stake 
than in the Caucasus. The U.S. is not cold with Georgia, but Americans clearly don't want to 
confront Russia on Georgia. 
However, the Georgian attitude toward Russia remains openly defiant. Abkhazia and South 
Ossetia remain very hot spots, where the daily confrontation could easily ignite a wider military 
clash. 
If Tbilisi will remain confident to receive military support from NATO and the United States, 
and if the political calculation in Moscow will see the execution of a small, easily winnable war 
as functional to domestic political strategies, there is an increased risk for a new war in the 
Caucasus. 
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RIGA, AND BEYOND 
 

Lucio Martino 
 
During the few weeks before the summit at Riga in late November  the general impression is 
that the Atlantic Alliance has lost the self-confidence that was so evident only four years ago, 
at the Prague Summit. In contrast to then, the debate regarding the present and future of the 
North Atlantic Treaty Organization (NATO) is not now centred on the role of an alliance 
which has almost refused to have an exclusively regional dimension, but instead reveals a 
deep and persistent crisis of identity, only temporarily delayed by the intervention in the 
Balkans, and, more recently, by the involvement in Afghanistan. A crisis of identity whose 
most serious symptoms are the repeated attempts to justify the alliance’s existence through 
the participation in new missions. 
 
The uncertainty surrounding the future of NATO is accentuated by an apparently general 
incapacity to identify the cause of the present difficulties with precision. For example, for 
some today’s problems are attributed to the emergence of a new large strategic partner: the 
European Union. For some others, today’s problems are instead traceable to the many 
setbacks suffered by the European Union during the last few years. As such, three main 
schools of interpretation have emerged out of the debates which have resulted from the ups 
and downs of the path followed by the Atlantic Alliance during the last ten years. 
 
The first, a ‘functionalist’ approach, resolves the difficulties of the Atlantic Alliance as it is at 
this point in time. The Alliance must today adapt itself to a new international environment. 
Efforts made in this direction oscillate between the planning of various ‘force cocktails’, 
within the framework of a NATO which has often, during recent years, gradually changed its 
mission, orienting itself from Warfighting to Peacekeeping. Following this approach, at the 
end of a predictably long period of adjustment, a renewed system of military instruments 
which are congruent with the new international setup would restore a secure sense of identity 
to the Alliance, and with this, the significance of their origins. 
 
For the second, and ‘structuralist’, school of thought, the Atlantic Alliance would share the 
same fate as that of many other past alliances. The defeat of the common enemy which was at 
the base of their origins then reveals the evident divisions which were only temporarily put 
aside, catalysing new geo-political circumstances in turn creating new threats and 
opportunities, which then reveal new lines of fracture. The Atlantic Alliance served a vision 
“to keep the Americans in, the Russians out, the Germans down”, a view which is today no 
longer valid either in Europe or in the United States.  According to this line of thought, the 
current problems of NATO are traceable to an inevitable reduction in the degree of internal 
cohesion. 
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As with the ‘functionalist’ approach, it is possible to imagine a series of political changes that 
would improve the internal cohesion of the Alliance, but even more time would be necessary 
for a return to the role of protagonist on the international scene.  
 
A third interpretation, entitled ‘systemic’, could explain the gap between the present 
ambitions and realities of an Atlantic Alliance which has become at once too large and too 
small. As such, independent of functional processes of adjustment and structural processes of 
internal cohesion, the Alliance is irremediably condemned to a progressive irrelevance. 
NATO has become too large, because, as with every organisation which lacks a hierarchy, it 
must resolve its increasingly complex problems of the distribution of duties as imposed by its 
politics, among a number of members which is continuously rising. NATO has become too 
small, because the principal contemporary strategic problems are far from the traditional 
Euro-Atlantic theatre.  Within this framework the United Nations grows in relevance, 
because it is capable of involving States such as Brazil, Nigeria, South Africa, Russia, India, 
and of course, China. 
 
Apart from how precisely these lines of thought approximate, or will approximate, the 
present and the future of the Atlantic Alliance, all three are marked by a prospect of 
progressive internal paralysis. Certainly, the future of NATO, at least within the present more 
common ‘structuralist’ view of its problems, does not seem to be separable from the 
evolution of the relationship of the Alliance with the European Union. It could not be 
otherwise, when NATO and the European Union have four fifths of the member countries in 
common, and share many of the same functional and geographic objectives, as is evident in 
the series of circumstances identifiable as the “Petersberg Tasks”. 
 
On the other hand, during recent years we have been witness to a ‘structural’ drift sufficiently 
intense to produce at least two world visions: for some of the alliance States the world is a 
dangerous place, while for others it is a complex place. Obviously, the consensus especially 
necessary when dealing with the so-called “non-article 5 operations”, will become ever more 
difficult if such strategic dichotomies persist. A consensus, and it is appropriate to remember 
this, which is no longer in common response to an aggression, as during the Cold War, but 
the fruit of normal political calculations. 
 
The main objective therefore at the up-coming summit of Heads of State and Government of 
the Alliance will be to demonstrate once more that, despite the problems of recent years, 
NATO continues to respond to a series of needs shared by all its members. To this end, 
within the foreseeable future, there are at least two major challenges which must be 
confronted and if possible resolved. 
 
The first is ascribable to the structural necessity to reduce the trans-Atlantic fractures of past 
years. Recent experience has shown that not all the member States of the European Union 
and of NATO are willing to resort to force only in the presence of clearly defined conditions, 
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after the exhaustion of all other instruments and with an explicit mandate from the United 
Nations Security Council. The persistence of this type of split in opinion cannot but have 
severe consequences for the operative capacity for both the battle groups of the European 
Union, conceived within the “Berlin Plus” framework, and for the NATO Response Force 
(NRF). 
 
In every probability, NATO will continue to go through a complex process of 
transformations in the attempt to make itself ‘functionally’ able to reconcile the twin 
dynamics of a desire to save the cohesion of the Atlantic Alliance, and the concurrent desire 
to promote an increasingly autonomous role for the European Union within the international 
arena, at the same time realising that any solution to this end risks aggravating States such as  
Turkey or Canada, which are not members of both entities.  
 
At the moment, a slow evolution of NATO seems probable, toward a two-pillared structure 
armed with a concrete right of initiative, which remains always subordinate to consultations 
as required by article 4 of the Treaty. In this case, the new architecture would be conceived as 
much to protect the interests of the United States as those of the European Union, using in all 
cases which do not foresee the applicability of article 5 a pre-established application of force 
as determined by “Berlin Plus”.  
 
In any case, any eventual attempt to polarize NATO internally cannot help but re-fire the 
debate regarding the opportunity to further duplicate the command and control capacity of an 
ally apparatus which under “Berlin Plus” is directly accessible by the European Union only 
under very particular conditions. Within the present debate the idea of attributing a clearly 
defined division of strategic areas to NATO and to the European Defence Security Policy 
(EDSP), perhaps dedicating “Major Combat Operations” to the former the “Peacekeeping 
Operations” to the later, seems to have lost force. Recent operative experiences have 
demonstrated that the line between one and the other is often extremely thin. 
 
The second objective of the summit can be summarised by the need to go beyond that which 
was decided at Prague in 2002 and, while remaining a regional organization conceived to 
provide security for its members, to enable the evolution of NATO toward a “Global 
Partnership” aimed at confronting the ‘systemic’ problems of the Atlantic Alliance, involving 
an ever increasing number of regional powers, in a manner which expands its own capacity to 
project globally. The level of consensus within NATO for this point of view is much higher 
than that which regards the nature of interaction with the European Union. 
 
At least for the moment, there is strong agreement on the need to transform the Alliance from 
an organization prepared to defend the national territory to one which is oriented toward the 
organization of expeditionary operations, strengthening at the same time the capacity of the 
NRF and the battle groups designated by the ESDP, and perhaps, undertaking the path 
necessary to arrive at a fusion between the two apparatus. Nevertheless, there are still many 
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uncertainties regarding what the dimensions and the capacity of the forces to be used in such 
cases should be, while just as strong is the uncertainty regarding the nature of the territorial 
installations required for the continuation of the defence of continental Europe.  
 
In the while, the mid term American elections decided the winners and losers in the area of 
foreign affairs, rather than, as in the rule occurs, in questions of domestic policy. This was 
evidenced during the last few weeks with the involvement of Congress in a series of 
problems which were international in nature, and which are generally the prerogative of the 
White House. As a consequence, a stronger American multilateralism is now the everybody’s 
forecast 
 
In the House of Representatives a Republican party anxious to confirm a traditional image of 
conservatism approved a law which foresaw the construction of a 700 mile long anti-migrant 
barrier on the border with Mexico.1 In the meantime, the Senate agreed almost unanimously 
to new systems to guarantee increased security for the port infrastructures and the relative 
commercial traffic, hoping in this manner to forget the so-called “Dubai Ports Controversy” 
which blew up last January and which dragged on until the vote.2

In addition, President Bush, in a recognition of the growing problems confronted in Iraq, 
arranged for an increase in the armed forces.3 The impression is that the Republicans have 
tried - and failed – an image promotion strategy linked to an ever increasing level of national 
security.4 However, the typical message transmitted by candidates from each of the parties on 
the eve of the election can be summarised as:  
 
The Republicans accused the Democrats of wanting to increase taxes, to throw away the 
fiscal reserves of the last few years with the aim of reducing the financial burdens on families 
and small businesses, and of wanting to withdraw from Iraq too soon, thereby aiding 
terrorists and putting the security of all at risk. The Republicans promised to maintain the 
fiscal burdens at low levels, growth in the economy and to keep the nation secure. 
 
The Democrats accused the Republicans of supporting the pharmaceutical industry instead of 
the aged, to have increased the compensation of members by a factor of six during the last 
period of legislature, and of supporting President Bush who is determined to stay in Iraq. 

                                                 
1  William Neikirk, “Republicans rally around border wall”, Chicago Tribune, 15 September 2006. See 
also: Suzanne Gamboa, “Border bills come up short when it's time to pay for them”, The Dallas 
Morning News, 25 September 2006.
2  William Branigin, “Bush Signs Bill to Enhance Port Security: Measure Also Include Provision 
Restricting Internet”, The Washington Post, 13 October 2006. 
3  Gordon Lubold, “U.S. Troops Level in Iraq Reach 147,000”, Army Times, 13 September 2006. 
4 See also Dana Milbank, “Vote Republican and Die”, The Washington Post, 15 September 2006. 

 32 



Quarterly       Year IV  N°4 - autumn 2006 

 
 
 
 

The Transatlantic Relations 
 
They promised to negotiate lower prices for medication destined for the aged, to increase the 
minimum wage, to find a new direction for Iraq, and to work toward making the nation 
independent in the energy sector.  
As well, important as it may be the periodic outbursts of the North Korean crisis does not 
seem to have had much influence either on the election or on the overall strategic choices of 
the Bush Administration neither the debate about NATO. 
The awaited October Surprise did not fail to come, although it was produced not by Iran but 
by North Korea. Despite the position of the White House regarding the nuclear ambitions of 
North Korea declared on the third of October,5 and then immediately confirmed by the 
Assistant Secretary of State for the Far East Chris Hill with the harsh words that “North 
Korea can have a future or it can have those weapons. It cannot have both” and “we are not 
going to live with a nuclear North Korea, we are not going to accept it”6 it appears the 
Pyongyang has successfully tested their first nuclear payload.7

It had seemed very probable that North Korea was planning something along these lines, 
especially after the quasi failure of the missiles launched last July.8 The moment chosen was 
surprising, which coincided with the declared intentions of the U.S. Administration to grant 
an almost habitual North Korean request: the involvement in a new round of bilateral talks on 
the sole condition that Pyongyang return one day to the multilateral treaty table.9

Whatever North Korea’s reasons were, the series of decisions established prior to the 
reactivation of the nuclear plant at Yongbyon in 2002,10 and then the abandonment of the 
Nuclear Non-Proliferation Treaty (NPT), the launching of the missiles on 4 July and the 
recent nuclear test, North Korea has in the end created a serious problem for the United States 

                                                 
5  White House, Statement on North Korean Nuclear Test, 3 October 2006, 
http://www.whitehouse.gov/news/releases/2006/10/20061003-10.html
6  SAIS Inauguration of new U.S.- Korea Institute, 4 October 2006. The statement of Ambassador 
Christopher R. Hill can be found at:  http://www.sais-jhu.edu/media/oct06/uskorea100406.mp3. 
7 The unusually small dimensions of the test have fed many doubts about its success. See: The New 
York Times, “The North Korean Challenge; Small Blast May Be Only a Partial Success, Experts Say”, 
October 10, 2006. In addition,  CNN.com, “U.S. calls for sanctions against North Korea”, 10 October 
2006, http://www.cnn.com/2006/WORLD/asiapcf/10/09/korea.nuclear.test/index.html. 
8 For example see the interview of Michael A. Levi by Bernard Gwertzman of 15 July 2006  “Levi: 
North Korea Seeks World Attention with Missile Tests”, 
http://www.cfr.org/publication/11045/levi.html?breadcrumb=default. Visited 25 September 2006. See 
also International Crisis Group, “After North Korea’s Missile Launch: Are the Nuclear Talks Dead?”, 
http://www.crisisgroup.org/home/index.cfm?action=login&ref_id=4332. 
9 AFX News Limited, “US offers NKorea new concession in bid to restart nuclear talks”, 26 
September 2006, http://www.forbes.com/markets/feeds/afx/2006/09/26/afx3044397.html.. 
10 The nuclear installations it Yongbyon were deactivated in accordance with  the U.S.-North Korean 
Agreed Framework of 1994. 
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in foreign relations. Up until today, the principal regional objective of President Bush had 
been to arrive at the cancellation of the North Korean nuclear programme via a strategy 
constructed on four pillars: 
 
1- To outdo the “U.S. – North Korean Agreed Framework” established by the Clinton 

Administration. 
2- To influence the compensation for the first phase of the dismantling of the nuclear plants. 
3- To construct an international coalition aimed at increasing the diplomatic and economic 

pressures. 
4- To impose a series of sanctions on international banks which, in one way or an other, 

favour North Korean financial activities. 
 
Neither the almost immediate intervention of President Bush11 nor the successive visit of 
Condoleezza Rice,12 seem to have significantly altered this strategy which, in fact, has been 
confirmed by Resolution 1718 of the United Nations Security Council.13 It follows that, for 
as much as this last phase of the North Korean crisis has in any case forced the Bush 
Administration to exercise renewed pressure on Pyongyang via Beijing. Tokyo, and Seoul,14 
it has not been sufficient to bring about a change in a strategic vision which as stated in a 
recent analysis by Congress, in spite of the harsh rhetoric “…gives North Korea a relatively 
low priority in U.S. foreign policy and takes a passive diplomatic approach to the nuclear 
issue and other issues.”15

                                                 
11 It is apparent from the brief statement of the President that  the concern is that North Korea  could 
now export nuclear technology: «The transfer of nuclear weapons or material by North Korea to states 
or non-state entities would be considered a grave threat to the United States, and we would hold North 
Korea fully accountable of the consequences of such action.». White House, President Bush Statement 
on North Korea Nuclear Test, 9 October 2006, 
http://www.whitehouse.gov/news/releases/2006/10/20061009.html. 
12 Secretary Condoleezza Rice, “Remarks With Chinese Foreign Minister Li After Their meeting”, 
Beijing, China 20 October 2006. http://www.state.gov/secretary/rm/2006/74819.htm. 
13 United Nation Security Council, Resolution 1718 (2006), “Non-proliferation/Democratic People’s 
Republic of Korea”, Adopted by the Security Council at its 5551st meeting, on 14 October 2006. 
http://daccess-
ods.un.org/access.nsf/Get?Open&DS=S/RES/1718%20(2006)&Lang=E&Area=UNDOC. 
14 George Wehrfritz, “Fallout. North Korea joins the nuclear club and sets off a global diplomatic 
crisis”, Newsweek, 9 October 2006, 
http://www.msnbc.msn.com/id/15191391/site/newsweek/site/newsweek/,  26 October 2006. 
15 CRS Report for Congress, North Korea’s Nuclear Weapons Program, 1 August 2006. 
http://fpc.state.gov/documents/organization/71870.pdf. 
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THE CHINESE “GO-OUT” STRATEGY 

Nuziante Mastrolia 
 

In September 2006, after deliberating on the issue for more than 12 months, New Delhi 
has decided that it does not want the Chinese investing in or managing any Indian port. 
The Times of India reported that the first company to be kept out because of this policy 
decision would be Hong Kong-based Hutchison Port Holdings (HPH), a unit of 
Hutchison Whampoa, the largest independent port operator in the world. HPH has been 
awaiting security clearance to the proposal to build container terminals for Mumbai and 
Chennai at Rs12 billion (US$258 million) and Rs5 billion, respectively. 1

In the past, Chinese telecom firms Huawei Technologies and its rival ZTE Corp have 
been refused permission by the Foreign Investment Promotion Board to invest in India. 2
On the other side, at the end of October, CNCP (China National Petrol Company), on a 
political order by Beijing authorities in October, cut off oil exports to North Korea amid 
criticism of the nuclear-arms program.3

In the past, CNOOC, at 70 per cent owned by the Chinese government, made a $18.5-
billion bid for Unocal, a Californian rival, offering $2 billion more than Chevron, 
CNOOC's rival bidder. Despite taking great pains to win over American critics, officials 
there insisted the deal was a state-funded grab for strategic US assets. The resulting 
political backlash forced an disillusioned CNOOC to shelve its bid.  
Due to this fear of Chinese investments Unite States “government security experts had 
recommended that the computers Lenovo be utilised on unclassified systems only”4. 
Indeed, a Chinese government agency still owns 28 percent of Lenovo. Consequently 
“the State Department would change the way it buys its technology in light of the 
changing ownership of IT equipment providers.”5

Such examples are some of the effects caused by the emerging of a new class of Chinese 
global champions. North Korea is the easiest example to probably forecast how Chinese 
state-owned or state controlled multinational could be used as a political tool in the hand 
of Chinese authority, at the same time, the Indians and United States fears are only an 
example of the concerns that the involvement of Chinese global players are creating 
around the world.  
These concerns include the fear of ceding sensitive technologies to a potential military 
competitor; loss of control over natural resources in the event of global scarcity; poor 
management and governance practices; the unsavoury human rights reputation of the 
Chinese government and, above all, the state-control nature of Chinese multinationals. 

                                                 
1 “India shuts ports to Chinese companies” The Times of India, 30 August 2006; 
2 “India cannot afford to snub China”, Siddharth Srivastava. Asia Times, 14 October 2006; 
3“China cut off exports of oil to North Korea”, Joseph Kahn, The New York Times, 30 October 2006; 
4 “US government restricts China PCs”, BBC News, 19 may 2006; 
5 Ibidem; 
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State enterprise assets, indeed, represent about 85% of China's gross domestic product, 
about three times higher than in even the most state-dominated Western European 
economies, like France. 
The majority of Chinese companies, indeed, continue to be government-owned and -
controlled. Many Chinese companies, though nominally private, remain under 
government influence, if not government control. In certain cases, government 
ownership and control can create national security concerns, particularly when the 
foreign company’s decisions become an extension of the government’s policy decisions 
rather than the company’s commercial interests.  
Beijing, indeed, is trying to pull off a delicate balancing act: imposing the disciplines of 
the market on management while keeping policy control of its national and local 
champions firmly in trusted hands. This has led to the creation of a hybrid group 
structure, not dissimilar to the industrial groupings that underpinned Japan Inc.  
The state-controlled nature of those companies means that it is necessary to consider 
very carefully overseas Chinese investments, mergers and acquisitions. The 
phenomenon is at the beginning but growth rates are impressive.  
Non-financial Chinese outward direct investment (ODI) totalled US$2.68 billion during 
the first quarter of 2006, a year-on-year increase of 280% and a continuance of the 
growth which saw Chinese ODI reach US$6.9 billion in 2005. The Ministry of 
Commerce (MOFCOM) expects total ODI to increase by US$60 billion during the 
Eleventh Five-Year Plan period (2006-2010).6  
Today, Chinese enterprises are present in almost every corner of the earth. According to 
China's Ministry of Commerce, there were 7,470 Chinese foreign affiliates spreading 
across 168 countries or economies at the end of 2005.  
In value terms, Chinese outward-bound capital seemed to favor developed economies 
such as North America, the European Union, and Australia/New Zealand, which 
together accounted for 23 percent of China's outward foreign direct investment stock, 
with the United States ranking as the second most important destination (an 8.3 percent 
share). Among developing economies, ASEAN managed to attract more (8.2 percent) 
Chinese outward foreign direct investment vis-à-vis Africa (8.1 percent) and Latin 
America (5.8 percent) through 2005. Reflecting a continuous thaw in bilateral relations, 
resource-rich Russia had emerged as the third single nation most important destination 
for China's outward foreign direct investment at the end of 2005 with a 4.8 percent 
share.7

There are several dozen Chinese companies that will eventually join the exclusive 500 
club of Fortune. That could happen within the next 10 years or even less.Chinese 
companies on the world stages which are well positioned to become global players over 
the next ten years include: Haier (home appliances), Wanxiang Group (auto parts), 
                                                 
6 “Corporates find it cold outside”, William H. Hess, China Economic Review, June 2006; 
7 “China Inc., International: how Chinese companies have discretely internationalized their operations”, 
Friedrich Wu, The International Economy, Fall 2005; 
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Cosco (logistics), Galanz (home appliances), Lifan (motorcycles), BaoSteel (steel), 
Huawei (telecom equipment), CNOOC, Sinopec and CNCP (oil and gas). They are all 
state-run. 
The outward campaign of Chinese enterprises is the result of a clear planned political 
strategy that stretch back to the opening of the Chinese economy in the late 1970s. 
However, government industrial policy directed at growing Chinese Outward Direct 
Investments (ODI) has been given increased impetus and a more formalised supporting 
policy framework in the wake of the 1997-98 Asian financial crisis and after the 
country’s entry into the WTO in 2001 under the epithet of "Go-Out" strategy, as a 
complementary component of the "Open-Door" policy. 
At the Chinese Communist Party’s Sixteenth Congress in 2002, the leadership 
announced a new strategy of encouraging Chinese companies to “Go-Out” into the 
world economy not only through exports, but also by investing overseas. This policy 
shift was seen as a necessary concomitant to the successful inward investment and 
export policies of the 80s and 90s, and as part of the ongoing reform and liberalization 
of the Chinese economy. It also reflects a desire on the part of the Chinese government 
to create world class companies and brands, whereby Chinese firms are seen as more 
than secondary nodes in production networks that are ultimately controlled by 
multinationals based in industrialized countries. 
This policy was reinforced as recently as March 2006 in a key policy speech delivered 
by Premier Wen Jiabao to the annual plenum of the Chinese People’s Political 
Consultative Conference, in which Wen noted that the government will “institute a 
policy support and service system and improve the mechanisms for coordinating 
overseas investment and risk management”.8  
The essence of the strategy is to promote the international operations of capable Chinese 
firms with a view to improving resource allocation and enhancing their international 
competitiveness.  
Since 2003, supervision of the very largest state-owned companies in China has fallen to 
the State-owned Assets Supervision and Administration Commission (SASAC), a high-
level commission whose orders runs to about 180 companies. It has set an internal target 
of having 50 Chinese companies, including state-owned ones, among the largest 500 
companies by sales in the world by 2015. 

The Ministry of Commerce (MOFCOM) is responsible for implementing and 
coordinating the strategy. Another central Government agency involved in the 
implementation of the strategy is the National Development and Reform Commission 
(NDRC 
A supporting mechanism with the participation of various departments of the central 
Government is being set up. Moreover to promote these selected types of ODI the 

                                                 
8 Xinhua News Agency, March 5, 2006. 
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Government offers preferential access to finance from state banks, stock market listings, 
bond issuance, tax holidays, cheap land and monopoly protection. 
A selective support policy has been adopted to encourage ODI. In particular the 
government’s priority is to promote resource exploration projects to mitigate the 
domestic shortage of natural resources; projects that promote the export of domestic 
technologies, products, equipment and labour; overseas R&D centres to utilize 
internationally advanced technologies, managerial skills and professionals; M&As 
(Mergers and Acquisitions) that could enhance the international competitiveness of 
Chinese enterprises and accelerate their entry into foreign markets.  
A particular attention needs the Chinese thrust of oil, gas, raw materials and above all 
technology. 

 
Access to energy and raw material 
 
The need to secure access to overseas energy resources and raw materials to support 
China’s high economic growth rate continues to be a key strategic driving force. Over 
the past twenty years, China has moved from being East Asia’s largest oil exporter to 
becoming the world’s second largest importer of oil, accounting for nearly a third of 
global growth in oil demand in 2005.  
A similar picture of explosive growth in demand on the part of China has also been 
forming in the case of aluminium, copper, nickel, iron ore and other key commodity 
products.  
The natural resource-seeking ODI of the Chinese energy majors is intimately connected 
to the government’s pursuit of a national energy security agenda aimed at countering the 
risks associated with the country’s increasing energy import dependency by encouraging 
Chinese energy firms to secure overseas energy assets and supply agreements.  
Meanwhile, the Chinese authorities have been courting the governments of host states 
aggressively by strengthening bilateral trade relations, awarding aid, and providing 
much-needed transport and communications infrastructure.  
Moreover Chinese firms can enter countries where international sanctions restrict 
activities by US or European firms, and have access to financing from state-owned 
banks, which are willing to back projects whose risk-versus-return tradeoffs would 
seldom appeal to ordinary investors. China’s existing projects in Sudan, as well as the 
preliminary agreement by Sinopec to develop the Yadavaran oilfield in Iran, illustrate 
these effects.  
The Chinese government can also make side deals involving foreign aid and arms sales 

to promote its interest in acquiring oil production assets. Finally, in some cases lack of 
transparency may constitute another source of competitive advantage.  
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Acquisition of technology, brands and know-how 
 
Chinese companies are also investing overseas in an effort to acquire advanced 
technology, brand names, distribution networks and managerial know-how, as 
exemplified by Lenovo’s acquisition of IBM’s notebook business division for US$1.25 
billion, becoming the no 3 global producer of personal computers. 
Lenovo is a state-owned enterprise, which sprang up from the belly of the Chinese 
Academy of Sciences only two decades ago as Legend, with no international 
experience, but with a founder who is Liu Chuanzhi, an influential member of the 
Communist Party Central Committee. 
An other example is the Electronics giant TCL (TCL Holdings Co Ltd) whose chief 
executive officer (CEO) is also a member of the Communist Party's Central Committee. 
TLC was unknown outside Asia before it bought the TV arm of France's Thomson and 
then the cell phone arm of France's Alcatel and became the world's No 1 in terms of 
production..  
Beijing's master strategy is to get access to technology or research centres that cannot be 
found in China. Indeed, as the Japanese and South Korean experiences have 
demonstrated, building these capabilities through in-house organic growth would take 
two to three decades and billions of dollars.  
In these days of rapid technological changes and shorter product cycles, Chinese 
companies simply do not have the luxury of time to pursue this protracted option. Hence 
outright acquisitions and strategic joint ventures in developed economies such as the 
United States and the European Union--like the Lenovo-IBM, TCL-Thomson, and the 
aborted Haier-Maytag deals become the shortcut route. 
But, in almost every case there's a technology component that drives Chinese 
companies’ action abroad. The target has always some type of technology that the 
Chinese company wants to obtain. While CNOOC's main interest in Unocal was energy, 
the company was also very much interested in the acquiring its top-of-the-line off-shore 
drilling equipment. In the case of Miranda, the Canadian company has advanced nickel 
processing equipment. In this light, the acquisitions of factories from MG Rover and 
ThyssenKrupp by Nanjing Automotive, only to send the factories back to China on 
container ships, are more understandable. 
In the long term new efforts to purchase Western companies are likely, given factors 
that include China's immense foreign-exchange reserves, Chinese firms' ability to shore 
up weaknesses through overseas mergers, and the country's overall aim to expand its 
influence abroad.  
While some of the concerns around Chinese ODI are not without merit, it would be 
unwise for recipient countries to ignore the phenomenon of China as a capital exporter 
or, worse, to reject Chinese investment on the basis of gross generalizations about the 
motivations and practices of the Chinese government and of Chinese industrial 
concerns. 
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To manage this new wave of investments will, in fact, be very difficult. China outward 
investments policy has a internal rationale: to increase the competitiveness of the state-
owned enterprises in order to maintain an high level on employment. In this way 
competitive national champions will not need protectionist internal policy. That, in turn, 
has eased Beijing's way toward meeting its WTO market-opening obligations. To stop 
this process could have dramatic consequences. 
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AFGHANISTAN AND PAKISTAN: A TURNING POINT IN THE STABILIZATION PROCESS  

 
Fausto Biloslavo 

 
Afgh 1/  A crucial time for the Nato Mission in Afghanistan  
 
The next six months will be crucial for the Nato effort in Afghanistan. British general, David 
Richards, chief commanding officer of the thirty-one thousand troops currently on the ground 
there, is convinced that the military superiority of the troops will not be enough to see them 
prevail and points to the need to speed up the reconstruction projects and improve the Afghan 
people’s standard of living otherwise “70% of the population could start to support the 
Talebans once more”. This is why the “Oqab” mission is being launched. It is the first mission 
in which the various reconstruction projects will be “synchronised” to render them “more 
visible” and “more focussed”. Richards has also explained that he wants to ensure that the 
country’s reconstruction projects are fast-tracked so that the Afghans will begin to see signs of 
real change.  
The Talebans are not, however, giving up (see Afgh/2), despite the heavy estimated losses of 
one thousand militia in recent months (3,100 have been killed in Afghanistan this year, a third 
of whom were civilians) since Nato forces from Britain, Canada, and Holland, took control of  
Southern Afghanistan, on 31 July last. This is a difficult mission, Nato’s most important, and it 
involves a redefinition of its own role in future scenarios. Some commentators have pointed out 
that there is an inadequate number of soldiers employed in covering this zone which is the same 
size as France. In previous Nato missions, such as the peace-keeping mission in the much 
smaller Bosnia-Herzegovina, 60,000 men were involved.  
The request for fresh combat forces for Southern Afghanistan cannot be delayed much longer. 
In the meantime, the failure to send reinforcements risks opening up a yawning gap between the 
intended and the actual composition of the “the new” Nato peacekeeping force in Afghanistan.  
The Nato commander, Marines general James Jones, has repeatedly stated that a further 2000-
2,500 men are needed to reinforce the Canadian, English, and Dutch forces involved in the 
tough war with the Talebans in Southern Afghanistan. In addition, the soldiers are in urgent 
need of attack helicopters and transport planes. In reality, what the Nato command is 
requesting was originally promised in the initial plans for the expansion to the south. The 
problem is that the main countries involved - Italy, Germany, Spain, and France - pretend not to 
hear and are determined not to send a single soldier more, not to mention reinforcements, to the 
South. The same applies to Turkey, which initially seemed well-disposed.   
In October, Nato also took command of operations in Eastern Afghanistan, where 12,000 US 
troops are employed. Thus, the alliance has extended its control throughout the country. 
According to American  general Karl Eikenberry, it must now prepare to remain there for a 
further ten years. Ed Butler, commander of the English parachuters who have been involved in 
fierce combat in recent months in the South, says it will take 20 years to pacify the country. "I 
believe that the courage and strength of the Talebans was underestimated”, he says. He also 
points out that the military involvment in Iraq has taken some of the focus and energy out of the 
Afghan campaign and allowed the Taleban threat to re-emerge.  During the period in which the 
English, Canadians, and Dutch, took over from the Americans in Southern Afghanistan, the 
shortgage of helicopters and tanks as well as of soldiers became quickly evident.  The head of 
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the British Armed forces, Richard Dannat aims to reduce by between one-third and a half the 
number of English troops employed in Bassora in order to deploy them elsewhere in 
Afghanistan.  
Despite these difficulties, Nato has launched a fresh initiative throughout Afghanistan in order 
to maintain pressure on the talebans during the autumn and winter and to prevent them from 
regrouping for the spring. At the same time, interesting agreements are being drawn up with 
tribal leaders, which will see local authorities and clans being put in charge of security in their 
own areas.  
The Nato troops and the Talebans, in agreement with the tribal chiefs, have withdrawn and 
suspended hostilities. This form of truce began as a pilot project in the Musa Qala zone in the 
province of Helmand when both the English and the Talebans pulled back in mid-October. 
Agreements like this could be reached in at least 12 districts bordering with Afghanistan which 
stretch between the “hot” provinces of Kandahar and Kunar. The local clans, which effectively 
guarantee that the truce holds, are mostly Pasthun,which is the same tribal base as that of the 
Talebans. . 
 
Afgh 2/ Increase in the number of battles and kamikaze attacks with the anti-
governmental forces   
 
Every spring, the remaining members of the Talebans and of Al Qaida intensify the guerrila war 
and increase the number of terrorist attacks but this year there was a real military escalation, 
even if the level of violence over the past weeks has shown a decrease in the number of battles 
and attacks. The leaders in hiding of the forces hostile to the international coalition (Talebans, 
Gulbuddin Hekmatyar’s Hezb i Islami and Al Qaida’s remaining supporters) decided to 
intensify their offensive to coincide with the broadening of the Nato mission into the south of 
the country. They probably hope that the English, Canadian and Dutch troops, who have taken 
over from the Americans, will be easier targets and be less inclined to fight than the US 
soldiers. The Afghan Defence minister, Rahim Wardak, agrees that the intensification of 
military activities can be linked to the handing over of power from the US to Nato. “Because of 
the sensitivity of public opinion in some European countries, and the the political problems that 
arise as a result of this – Wardak declared - the Talebans choose this moment to intensify their 
activities in order to influence public opinion abroad”. The Talebans are trying to gain control 
of the provinces which have a Pasthun majority in Southern and Eastern Afghanistan and they 
make use of a strategically important hinterland in the pakistani tribal areas over the border. 
They claim to have armed 12,000 men but Nato believes the number is about half this. The 
underlying problem, however, is that in Afghanistan, and especially in the Southern, Pasthun-
dominated areas which are the ethnic home to the Talebans, the use of force is not enough. 
There is a need to win “the minds and hearts” of the population.  
The most alarming development is that the anti-governmental forces and not only the Al Qaida 
extremists are increasingly resorting to terrorist kamikaze tactics. 78 suicide attacks have been 
carried out in Afghanistan in the last six months, sixty of which involved mined cars, the other 
18 involving bicycles, motobikes or with explosive belts. These acts left 195 dead, 142 of them 
civilians, as well as hundreds of injured. 27 suicide bombers were arrested before blowing 
themselves up or because their detonators did not work.  A further ten suicide attacks took place 
in October as evidence of the fact that the use of kamikaze tactics is on the increase compared 
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with last year when they were first used and the number of attacks of this type carried out in 
2006 is the highest in the country’s bellicose history.   
There is a growing belief that the Talebans, Gulbuddin Hekmatyar’s forces and Al Qaida are 
increasingly resorting to the terror tactics that are already widely in use in Iraq. In one of the 
rare interviews with western media given by the Taleban commanders,  Hajji Mullah Wahid 
Ullah, who is active in the Helmand province, told the BBC that the use of kamikazes will 
increase. “Up to now you have only seen individuals launch kamikaze attacks, but in the future 
you will see up to six of us launching attacks at the same time – the commander explained – we 
have an endless list of volunteers for suicide attacks”.  In another interview with Sky news, 
given on the Pakistan border with Afghanistan, the Taleban commander Mullah Mohammed 
Amin even threatened to launch terrorist attacks in Europe claiming that “the killing of 
European civilians was justifiable on the grounds that the governments that they had elected 
had sent invasion forces into Afghanistan”.  Mullah Dadullah, the leader of the military shura of 
the Taleban commanders was filmed in a propaganda video while handing out “tickets to 
paradise” to potential kamikaze volunteers ready to answer the call. In the same video, eight 
informers, who had “confessed” to helping the Americans, were decapitated.   
The Taleban spiritual leader, Mullah Mohammed Omar, for the occasion of the end of 
Ramadan, prepared a written message to the Afghans in which he promises, over the next six 
months, “an intensification and a greater organisation of the resistence against the crusaders”. 
Keeping in mind the fact that the winter usually brings a halt to the fighting, it is feared that the 
Talebans and above all Hekmatyar’s men have infiltrated kamikaze cells into the bigger cities, 
starting with Kabul, in order to set off episodes of urban guerrila war.  
For this reason, discussions are taking place to create a green zone to guarantee the safety of 
westerners, as has already been done in Baghdad.   
The hostile forces have improved greatly at preparing bomb traps (Ied), training kamikaze 
volunteers and rigging out mined cars and bomb jackets, a sign, this, that they are been trained 
by instructors brought in from Iraq. They continue to learn the techniques of Iraqi terrorism 
available in manuals and on the internet. However the high number of victims has caused a split 
among Taleban commanders, some of whom want to continue this campaign and others who 
are worried about its negative impact on the Pasthun population. 
 
Afgh 3/ A Record Opium production helps the Talebans  
 
This year’s opium crop is the biggest ever recorded in Afghanistan. It is estimated that the crop 
is made up of 6,100 tons of poppy, a 49% increase on the previous year. Despite a stepping up 
of the programme to root out opium production, the land employed to this end increased by 
59%, from 104 thousand hectares to 165 thousand. Not surprisingly, the province with the 
greatest increase is Helmand which has a large Taleban presence. Opium production provides 
work for almost three million Afghans and produces 90% of the world’s overall heroin output.    
These alarming figures were provided Antonio Maria Costa, director of the United Nation’s 
anti-drugs and organised crime office (Unodc). The Talebans are paid a toll to let the truckloads 
of opium pass and for this reason they deliver fliers to the peasants, at night, encouraging them 
to increase opium production. The director of Unodc has also denounced the collusion between 
the drugs traffickers and the members of Afghanistan’s politically class, such as the former 
governor of Helmand, Sher Mohammed Akhund, who is now a member of parliament.  
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Costa called on Nato to “destroy the heroin laboratories, the break up the open-air poppy 
bazaars, to attack the trucks carrying opium (for heroin production) and to arrest the large-
scale traffickers. Nato general secretary Jaap de Hoop Scheffer, pointed out that “Nato cannot 
do everything in Afghanistan”. There is a fear that opening a second front, in addition to the 
complicated one they are already engaged in against the Talebans, could alienate the peasants 
and cause a popular revolt against the foreign soldiers. 
It is up to the Afghan government to wage a war on drugs but president Hamid Karzai says that 
it will take 10 to 15 years to achieve meaningful results. For the moment the “Buy Afghan 
morphine campaign” run by the Italian Red cross and the French NGO Senslis Council, 
represents the only alternative.  This aims to facilitate the legal production of morphine from 
opium and thus to guarantee vital medicines to those countries in dire need of analgesics, and, at 
the same time, to support the Afghan peasants whose economy is entirely based on opium 
production. 
 
Afgh 4/ Double Jirga on both the Afghan and the Pakistani sides of the border 
 
One of the decisions taken at the three-man Washington summit involving US president George 
W. Bush, Afghan president Hamid Karzai and his Pakistani counterpart Pervez Musharraf was 
to convene a double and contemporaneous sitting of the Loya Jirga on both sides of the border 
between Pakistan and Afghanistan. The traditional assembly, which is made up of tribal chiefs 
and religious representatives, is usually convened in moments of crisis so that delicate collegial 
decisions can be made for the entire country. This time it will have to tackle the terrorist issue 
and the problem of Taleban infiltrations into Afghanistan from the Pakistani tribal hinterlands. 
The two assemblies are to be presided over by their respective heads of state and a joint sitting 
is planned so that the Afghan and Pakistani Pasthun can engage in direct talks. The two 
countries should appoint  a joint commision to monitor to workings of the double Jirga and 
facilitate the results being monitored by the international community.    
Karzai is keen on the idea and would like it to take place by December. The Pakistani are less 
enthusiastic because this initiative risks bringing the pro-Taleban tendencies of the tribal areas 
into public view. 
 
Pak 1/ Kashmir peace negotiations resume following train bombings  
 
On 11 July, a coordinated terrorist attack involving a series of bombings of commuter trains in 
the large Indian city of Mumbay, caused 182 deaths and left more than 800 injured. This 
resulted in the cancellation of the meeting between the Pakistani and the Indian ministers, which 
had been planned for 21 July to discuss the Kashmir problem.  
The New Delhi government accused one of the independence movements in Kashmir, which was 
supported by the Pakistani secret services, of involvement in the bombings.  
President Pervez Musharraf immediately condemned the attack, offered to collaborate in the 
investigations and denied that Isi, the powerful military secret services, was involved.  
The Indian anti-terrorism agents are convinced that the Laskhar-e-Taiba (Army of the Pure), 
one of the best known Kashmir Independence groups, which is engaged in armed combat 
against the Indians, is behind the terrorist attack.   
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Laskhar, it seems, made use of local elements connected with the Indian Islamic Student 
movement which was outlawed in 2001. Laskhar and Qahhr, (Army of the wrathful), which, 
according to some analysts, is the new armed wing of  Laskhar-e- Taiba, claimed responsibility 
for the attack. The supporters of Kashmir independence, accused of being behind the train 
bombings, described them as “inhuman and barbarous”.  
The real problem is that massacres such as the Mumbay bombing reopen the gap between India 
and Pakistan and complicate the Kashmir negotiations which have been going on for the past 
two and a half years. As soon as meetings are to be held at the highest level and a breakthrough 
is about to be made the terrorists reappear hoping to derail the peace process.   
India and Pakistan only resumed talks last month. The Indian prime minister,  Manmohan 
Singh, has announced that he has accepted an invitation to visit Pakistan. The invitation was 
issued last April by Pakistan’s president Musharraf and was renewed during the meeting of the 
non-aligned countries in Cuba. A handshake between Singh and Musharraf in Havana brought 
about a thaw in relations between the two countries following the Mumbay attacks.   
The first bilateral meetings, designed to unblock the situation and to relaunch a dialogue 
between the two countries, will be held on 14 and 15 November in New Delhi. Pakistan’s 
undersecretary for foreign affairs,  Riaz Mohammad Khan, will lead his country’s delegation to 
the Indian capital. The meetings will concentrate on the Kashmir question and on the war 
against terrorism. The Indian secret services are expected to provide the Pakistani with proof of 
Pakistani terrorist involvement in the Mumbay attacks. The november meetings  are part of the 
third round of “composite dialogue” which began three years ago and has brought significant 
progress with regard to road and rail links, the field of nuclear coverage and the free movement 
of people.   
 
Pak 2/ The shadow of terrorism continues to hang over Pakistan 
 
The Pakistani judiciary ordered the release of Hafeez Muhammad Saeed, who is to be held 
under house arrest. He is founder of the Lashkar-e-Taiba, whose terrorist group has been 
accused by India of involvement in last july’s train bombings. The decision to free him came at 
the same time as the announcement that talks would resume between India and Pakistan (see 
Pak 1). It has been proven that Saeed’s organisation had links with Al Qaida until 2001. In 
December of that year, India accused the terrorist group of involvement in the attack on the 
parliament in New Delhi which risked causing yet another war to break out with Pakistan.  
Laskahr-e-Taiba was outlawed but soon returned under its new name, Jamaat ud Dawa, a 
supposedly charitable organisation involved in social work and humanitarian aid. It is no 
accident that Jamaat ud Dawa was in the front line in bringing help in Kashmir following  last 
year’s devastating earthquake which claimed 70,000 lives. Pakistan has placed the new 
organisation on a list of those “under special surveillance” because of suspicions of links with 
internal terrorism but it has not banned it. Saeed continues to lead Jamaat and obviously he 
denies India’s accusations and claims that false confessions were extracted under torture from 
its supporters.  
The terrorists have also threatened Pakistani president, Pervez Musharraf, who has already 
been lucky to survive several attempts on his life. At the start of October, remote controlled 
rockets, designed to hit various strategic targets in Islamabad and Rawalpindi, included the head 
of state’s residence, were discovered.  
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Some devices did actually explode but thanks to others that remained intact it was possible to 
trace the terrorists and identify individuals involved from the armed forces, in particular the 
airforce. Khalil Wayin, son of Dural Rashid, a retired brigadier general, was among those 
arrested.  
As happened in 2003, when terrorists made two attempts on Musharraf’s life, embarrassing 
incidences of collusion have emerged which show that fundementalism is pervasive in the 
Pakistani armed forces and that they have been infiltrated by radical elements that are in 
contact with Al Qaida’s terrorist cells.  
 
Pak 3/ Attacks in Afghanistan triple following the truce in Pakistan’s tribal zones  
 
The truce, signed in September, by the Pakistani army and the pro-Taleban Pasthun clans in the 
tribal area of Waziristan, on the border with Afghanistan, is fragile and does not appear to have 
stopped guerrila fighters and terrorists crossing the border.  
Since the coming into effect of the agreement, which commits the tribes to blocking the passage 
of armed groups, hostile actions against Nato troops and Afghan security forces in the eastern 
part of the country have tripled. This increase was noted in the Afghan border provinces of 
Khost, Paktika and Paktia and the situation has also worsened in the interior provinces nearer 
Kabul.  
The Talebans and the remaining Al Qaida fighters are identifying new points, besides 
Waziristan, at which to cross the border and enter Afghanistan. In addition to establishing a 
settlement in Miranshah, the provincial capital of southern Waziristan, the Talebans send their 
young militia out to patrol the bazaar wearing armbands that identify them as having been 
authorised to keep order by the student warriors. By employing their brutal methods, the 
Talebans have been able to drastically reduce crime levels but in addition to chasing bandits 
they have hunted down and killed many suspected of working as informers for the Americans.    
Waziristan risks being turned into a safe haven for the followers of Mullah Omar and Osama 
bin Laden, now that the Pakistan army has wound down its activities as result of the truce.   
The Islamabad government attempted to reach an agreement, similar to the  one in force in 
Wariristan, with the local Pasthun clans in Bajaur, another slice of tribal area in the north of 
the country, as a way of contrasting Al Qaida move and stopping the Talebans from setting up a 
safe haven there. The Pakistan army is stationed on the border of this tribal region in which the 
Islamic extremists openly support Osama bin Laden. At the end of October, in an attempt to 
send a sharp message that could unblock the stalled negotiations, the Pakistanis attacked a 
Koranic school in Bajaur area sometimes frequented by Al Qaida’s number two, Ayman al 
Zawahiri, the operating head of what remains of the terrorist organisation. Al Zawahiri was 
probably the real target but he was not in the Madrasa unlike his “protector”, maulana Liaqat 
Ullah Hussein, a noted religious exponent in the area, who was part of a group of pro-Taleban 
Islamic priests. Hussein, along with some eighty others defined by the central government as 
“militant extremists”, was killed in the bombing of the Koranic School. 
This resulted in twenty thousand people taking to the streets of Bajaur to protest against the 
attack and to shout slogans against both President Musharraf and George W. Bush. Similar 
protests took place in Peshawar, provincial capital of the North-eastern border zone and in other 
cities in Pakistan. They were organised by the Mutahida Majlis-e-Amal (Mma) a radical 
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alliance of Islamic groups opposed to Musharraf. A kamikaze attack killed 42 army recruits in 
the northwestern town of Dargai as revenge for the air strike on the religious school. 
Islamabad’s latest idea is the creation of a mined “barrier” along the border designed to block 
infiltrations of armed groups into Afghanistan. An earlier proposal to build a wall between the 
two countries was rejected by Kabul. 
Unfortunately no adequate tactic has yet been adopted to stem the danger which the tribal area 
between Pakistan and Afghanistan represents. In addition to undermining Afghanistan’s 
security, it risks becoming a mini-Kingdom of Islamic extremists that Islamabad will not be be 
capable of controlling. 
 
Pak 4/ The killing of the leader of the revolt in Baluchistan worsens the crisis  
 
Baluchistan is another thorn in Musharraf’s side. The tribal leaders of this province, the poorest 
in Pakistan and yet also full of natural gas, have asked the central government to bring a stop to 
the military operations.  The autonomist revolt is becoming more and more dangerous and the 
tribal leaders, meeting in a  Loya Jirga, the traditional assembly that sits in moments of crisis, 
have defined “the military operations state terrorism”. The assembly was convened following 
the killing, during a planned raid by the Pakistani armed forces on 26 August last, of the 
seventy-nine year old leader of the revolt in Baluchistan, Nawab Akbar Khan Bugti. His death, 
rather than removing the head of the fight for autonomy has reinforced and united the different 
militia groups who continue to attack government symbols.  
The International crisis group (Icg), an influential think tank based in Brussels, has published an 
alarming report about the situation in Baluchistan. Icg has asked  Islamabad to halt the military 
operations and to establish a channel of dialogue with the movements that are involved in order 
to calm the revolt. The report warns that the conflict could intensify. “With the killing of Bugti 
President the credibility of President Musharraf and of the military has sunk to an all-time low 
not only in Baluchistan, but throughout all the states that make up the federation” of Pakistan, 
the report reads. An opposition leader has claimed: “There is no doubt that the entire federation 
has been seriously weakened”. Only with free and correct elections, which are scheduled for 
2007 and which will bring the victory, at present the inevitable victory, of local nationalists, can 
the situation in Baluchistan return to some sort of normality.  
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2006, YEAR OF ELECTIONS: KEY PAWNS ON THE LATIN AMERICAN CHECKERBOARD 
 

Riccardo Gefter Wondrich 
 
Lula’s second term in Brazil and the tense relationship with Bolivia 
 
Last October 29th Brazilian electors renewed their trust in President Luiz Inácio Lula da 
Silva for four more years. It was a widely predicted victory. Throughout a substantially 
correct election, the only surprise came from Lula’s victory at the second ballot rather 
than the first. He succeeded in making the corruption scandals that had struck the 
Workers Party (PT) -forcing many ministers and long term advisors to resign- look like 
mistakes to be imputed to individuals, thus minimizing the electoral impact. 
Immediately after the election Lula and the Economy Minister Guido Mantega 
promised a 5% growth -today no higher than 3%- while maintaining fiscal austerity. 
The scenery looks more favourable, if compared to four years ago. Inflation is stable 
around an annual 3-4%, the country risk is at its lowest level and the trade balance 
shows important surplus. To secure a steadier growth and raise income and employment 
Brazil now needs to increase investments and reduce fiscal pressure and public debt. In 
this way interest rates could be lowered without jeopardizing State accounts and causing 
inflationary tendencies. There are few doubts that the government will have to proceed 
on the road of reforms, starting with welfare and social security. 
The international approach of Lula’s second term should not present great elements of 
change. The main commitment will deal with South-South relationships, with even 
more attention -compared to recent years- toward Mercosur partners and the other South 
American countries. 
A first sign came from the settlement of the crisis with Bolivia regarding the 
nationalization of the sources of power in the Andean country and its consequences on 
Brazilian oil company Petrobras. Indeed, one of the most complex issues facing the next 
government regards the energy. Last May 1st Bolivian President Evo Morales ordered 
the army to occupy the gas field of San Alberto (in the Southern department of Tarija) 
operated by Petrobras. From there he announced the nationalization of the gas industry. 
According to the decree N. 28.701, private enterprises in Bolivia had 180 days’ time to 
decide whether to accept the new rules or leave the country. The companies were 
claimed to sell 50%+1 of their equity to Yacimientos Petroliferos Fiscales Bolivianos 
(YPFB), owned by the Bolivian government. Companies operating in fields producing 
more than 100 million cubic meters per day must pay a tax raised from 50 to 82% (this 
tax was already raised from 18 to 50% at the end of 2005), a provision that actually 
concerns only Petrobras. The nationalization of Bolivian sources of power aimed at 
limiting the role of international companies to mere service providers. Petrobras 
presence in Bolivia is fundamental both for the Andean country’s economy and for the 
provision of gas to Brazilian thermic power plants. In 1993 Brazil and Bolivia agreed on 
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a daily sale of 30 million cubic meters of gas, equal to 62% of the gas consumed in 
Brazil and to 74% of the gas used in San Paolo’s industrial area. In ten years Petrobras 
has invested $1,500 million and produces 15% of Bolivian GDP. The government in La 
Paz means to double the gas sale price to Brazil and to grant YPFB the marketing 
monopoly of the fuel produced in Petrobras refineries. This decision aroused resentment 
in the Brazilian government and Petrobras threatened to stop all investments in Bolivia. 
October 28th was the deadline imposed by the decree N. 28.701. By then Petrobras and 
the other international oil companies operating in Bolivia accepted the new rules, meant 
to quadruplicate the royalties to the advantage of the Bolivian government. This was an 
important victory for President Evo Morales, in a moment of great internal tension. 
After the Brazilian electoral campaign, relationships between the governments in 
Brasilia and La Paz should now improve.  
 
Alan García’s second government in Peru 
 
Last June 4th the Presidential elections held in Peru saw the victory of the American 
Popular Revolutionary Alliance (APRA) candidate Alan García (centre-left), former 
President from 1985 to 1990. Mr. García defeated -with 52.5% of the votes- the radical 
nationalist Ollanta Humala, strongly supported by Venezuelan President Hugo Chávez. 
The country he inherited has displayed a 5% growth over the past three years, thanks to 
the international economic framework, raw materials’ high prices, public accounts 
under control and a sound banking system. The García Administration should pursue 
continuity in economic, commercial and foreign policy. The government acknowledged 
the urgent need to give an answer to the explosive situation of the most marginal sectors 
of population (about one third of the inhabitants below the threshold of poverty) living 
mainly in the South where Mr. Humala proved particularly successful. The new elected 
President’s first cautious declarations gained him the appreciation of the international 
community that had feared the chance of a Humala government and the creation of a 
political axis La Havana- Caracas-La Paz-Lima. 
Over the past five years Peruvian foreign policy has privileged on one side alignment 
with the United States on such issues as strengthening democracy, human rights, war 
against drugs and terrorism, on the other a policy of commercial opening toward the 
European Union, Asia and Mercosur. Now Alan García’s main purpose seems to be the 
continuation of Peru’s strategic insertion in Latin America. The first steps toward this 
goal are the strengthening of relationships with neighbouring countries and the 
convergence of all processes of regional integration. This policy will most likely see 
Brazil, Chile and Colombia as privileged interlocutors. With Brazilian President Lula da 
Silva, Mr. García has already displayed his will to start integration plans in the energy 
field, to align with Brazilian stance within WTO and FTAA (thus accepting to re-enter 
G-21) and to strengthen the Andean Community of Nations after the exit of Venezuela. 
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Last June 22nd, in a quick visit to Chile, Alan García met President Michelle Bachelet 
to coordinate the efforts of their two countries in facing the Asian markets. It will be 
important to understand what actual chances Peru may have to set aside part of its gas 
reserves and export them to Chile, after fulfilling the internal demand and export 
agreements with Mexico. 
 
Venezuela, new Mercosur member and leader of the Movement of Non-Aligned 
Countries 
 
Last July 4th the Bolivarian Republic of Venezuela entered -as a full member- 
Mercosur, the free trade area created by Argentina, Brazil, Paraguay and Uruguay in 
1991. After the failure of the Free Trade Area of the Americas, Mercosur is now gaining 
new political meaning. It opens the door on a chance for a future Free Trade Latin 
American Area linking Mexico to the far South of the continent.  
The most important effects of Venezuela’s entrance in Mercosur deal with fuel sale, 
infrastructure investments for gas transport and purchase of government bonds (mostly 
Argentine). The presence of Venezuela is therefore to be considered more in energetic 
and financial terms rather than merely commercial ones. 
After celebrating the entrance in Mercosur, Hugo Chávez dominated the scene at the 
14th conference of Non-Aligned Movement held at La Havana last September from 
11th to 16th. More than 50 Chiefs of State (including the Iranian President Mahmoud 
Ahmadinejad and the Indian Prime Minister Manmohan Singh) met in the Caribbean 
island to re-launch a movement that had lost the original reason for its foundation: the 
contrast between the United States and the Soviet Union during the Cold War. In spite 
of the absence of convalescent Fidel Castro, Cuba was the ideal stage for re-launching 
the block of “anti-American” lefts in Latin America. 
Venezuela used the tribune at the Non-Aligned Movement summit to close its 
worldwide campaign for a non-permanent seat at the UN Security Council. Guatemala, 
backed by the United States, was the other candidate. The effort proved useless. 
President Hugo Chávez admitted being unable to obtain the needed 128 votes. So he 
made a virtue of necessity, presenting the support by 75-80 countries as “a great moral 
victory” against US imperialism, thus capitalizing the efforts and resources profusely 
bestowed in the promotional campaign. After 46 void ballots, the Venezuelan and 
Guatemalan governments decided to withdraw their candidature, and consensus was 
reached on a third candidate, Panama. 
Far from Caracas, the outcome of the diplomatic dispute at the United Nations appears 
as an important defeat for Hugo Chávez and his foreign policy. The aggressive speech 
against the US President George W. Bush proved counterproductive when it came to 
voting. Venezuela appeared anxious to use its seat in the Security Council as an anti-US 
defence bastion. 
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Now Hugo Chávez is more isolated at regional level. In Mexico, Colombia, Costa Rica 
and Peru the candidates close to him have all been defeated. The ballot in Ecuador -to 
be held next November 26th- is likely to display the same result. Businessman Alvaro 
Noboa is a favourite in the race against pro-Venezuelan Rafael Correa. In addition to 
this, oil prices have suffered a 25% fall over the past few months. More problems for 
Mr. Chávez may also arrive from the opposition candidate to the Presidential elections 
of next December -Manuel Rosales-, who accuses Chavez of spending $38 billion in 7 
years for donations to other countries, instead of solving poverty problems at home. 
 
Post-electoral uncertainty in Mexico 
 
 After 70 years of supremacy by Institutional Revolutionary Party (PRI) since Vicente 
Fox election in 2000, the Mexican political system has progressively opened to a full 
democracy. Today three parties struggle for power in a single-ballot electoral system, 
that often carries the risk of producing weak minority governments. This is 
what happened in the last Presidential elections held on July 2nd.  
Felipe Calderón of the ruling conservative National Action Party (PAN) defeated the 
former Mexico City mayor Andrés Manuel López Obrador of the leftist Party of the 
Democratic Revolution (PRD) for just half a percentage point, or 244,000 votes. In 
absolute terms, Mr. Calderón gained the highest number of preferences of all times, but 
in relative terms he got only 36% of the votes. López Obrador immediately invoked the 
recount of all votes, occupying with tens of thousands of supporters the Zócalo, Mexico 
City’s historical central square, denouncing both the electoral fraud and the illegal 
campaigning of President Vicente Fox on behalf of Felipe Calderón. 
After the recount of 9% of polling stations, the Federal Electoral Tribunal unanimously 
proclaimed the victory of Mr. Calderón, that will take office on December 1st. Mr. 
López Obrador’s personal political credibility is now likely to be greatly reduced, 
notwithstanding his promise to set up a parallel government and indefinitely continue 
his campaign of “political resistance”. It will be interesting to see how López Obrador 
will succeed in preventing PRD elected governors to open “natural spaces of dialogue” 
with the next government. 
In order to govern, at a national level the PAN will be forced to make an alliance with 
PRI, maybe forming a coalition government. PRI votes will prove fundamental to pass 
the energy, work and fiscal reforms that Mexico needs to increase domestic and 
international competitiveness and keep the growth rate to this year’s anticipated 4%. 
During the campaign the two main candidates gave life to a tough ideological dispute, 
that reflected the high level of polarization of Mexican society. To richer economic 
sectors Mr. Calderón candidacy meant continuity with the Fox Administration: in the 
six rich Northern states Calderón obtained 47% of the votes compared to 22% of López 
Obrador, who triumphed in the poor South of the country. With the message “more 
investments more jobs” Calderón gained consensus among the young. López Obrador, 
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on the contrary, represented the great majority of citizens far from power and inclined to 
popular mobilization. And it is by appealing to oceanic popular demonstrations that 
sustained his fight for the re-counting of the votes, putting at stake his political future. 
In domestic affairs a shift to the centre of the political front is foreseeable, both by PAN 
(to obtain the support of PRI) and by López Obrador’s PRD (to conquer younger 
electoral sectors and avoid to be confined to extremist no-global standings). On 
international level, besides the relationships with the United States, another big issue 
will be represented by Mexico approaching an ever-enlarging Mercosur. After 
Venezuela’s entrance as a full member, Mexico will try to accelerate the process in 
order to enter as an associated country (like Chile and Bolivia are today). Mercosur 
formal protection would allow Mexico to give a substantial boost to its regional foreign 
policy, thus mending the diplomatic breach in the Americas Heads of State and 
Government Summit last fall in Mar del Plata. On that occasion Fox harshly criticized 
Argentine and Venezuelan governments for their anti-United States and anti-FTAA 
stand. Apart from political and diplomatic aspects, Mercosur is seen by Mexico City as 
a forced way to have access to Bolivian gas, essential to Mexican economic growth. 
 
Energy policy in Chile 
 
During the last months the Chilean government put the energy issue at the top of its 
priorities. To face a rising energy demand at home, Chile imports almost the whole 
quantity of fuel it consumes. In this way it is exposed to the variations in international 
prices of oil and the variations in quantity and price of the natural gas imported from 
Argentina. 
Last year Argentina did not hesitate to cut gas supplies to Chile giving preference to 
domestic use. This year it unexpectedly and unilaterally forced upon the trans-Andean 
country the rise in the price of gas imported from Bolivia. This caused a serious 
diplomatic crisis. 
To cope with this situation, the past months saw the launching of a policy of 
diversification of the sources of power and attraction of international investments for 
$10 billion, to be used to produce 300,000 GWh within 2024. Major energy companies 
have shown interest in entering the Chilean energy market or consolidating their 
existing investments. The construction of one or more nuclear plants is under 
consideration, among other options to reach energy self-sufficiency. A short-term 
priority is freeing Chile from dependence on Argentine gas, today used to produce 30% 
of national electric energy. For this purpose the building of the first plant for the 
production of Liquid Natural Gas started off. It should be operating by the end of 2008. 
This plant, displaying investments of about $400 million, should guarantee energy 
supply to the most densely populated area of the country. Gas will arrive from Asian 
countries such as Indonesia, or neighbouring Peru and Bolivia. A second major plant is 
planned in the North of the country, to supply energy to the mining industry. 
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The need to accelerate diversification of the national sources of power is a key element 
in Chile’s regional foreign policy. It also explains the approach to Peru and the coming 
back into the Andean Community of Nations, abandoned by Chile in 1976.
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