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FOREWORD

Since the 1970s, the cross-border trade in drugs and guns has brought both immense profits and
terrible destruction to the United States and Mexico. Some estimates place the annual profits of
Mexico’s drug trade at 3 percent to 4 percent of the country’s GDP—on the order of $30 billion per
year—and around half a million people are said to earn a substantial portion of their income through
the narcotics business. The business, however, is not without its risks and costs. Since Mexico’s
president, Felipe Calderon, effectively declared war on the drug cartels in 2006, more than 30,000
people have died in drug-related violence in Mexico.

Nor is the United States immune from the effects of the drug trade. The ruthlessness of drug
trafficking organizations is well-known in this country already, particularly, though not exclusively, in
the inner cities, and the violence of Mexico’s drug war is now beginning to spill over the border.
Border patrols are already costing the country more than $3 billion per year while obstructing billions
more in legitimate trade. Yet the United States is hardly an innocent victim. Nearly half of adult
Americans admit to having tried drugs in the past, and the United States remains the world’s largest
consumer of illegal drugs. It is also the world’s largest supplier of weapons, which fuel the drug war in
a more direct way. Fully 10 percent of America’s gun dealers line the Mexican border, and the
country’s permissive gun laws make it an inexpensive and convenient source of powerful guns,
ammunition, and explosives.

In this Council Special Report, David A. Shirk, director of the Trans-Border Institute at the
University of San Diego, analyzes the steps that the United States and Mexico can take to more
effectively combat drug violence. Though Calderén’s military-led effort has splintered the major drug
cartels, it has not diminished their strength—or political influence—sufficiently to prosecute them in
the courts rather than in the streets. Nor is Mexico’s criminal justice system robust enough to pose a
real challenge to cartel leaders. It remains seriously underfunded, riddled with corruption, and deeply
mistrusted by the public. And while American efforts to support the military and shore up the justice
system have been substantial, efforts to address the economic and social conditions that encourage
people to join the drug trade are, as yet, insufficient.

To address these challenges, the author outlines a series of recommendations. In addition to

improving cooperation between U.S., Mexican, and Central American security authorities, he writes,
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the United States must expand its aid to nonmilitary fronts in the long-running war on drugs.
Washington should, he argues, assist Mexico’s criminal justice system as it pursues a wide-ranging set
of organizational, operational, and cultural reforms to improve its effectiveness, efficiency, and
professionalism. Moreover, the United States should increase funding for job creation, microfinance,
and other economic aid to expand opportunities outside the drug trade. Finally, he recommends that
the United States explore alternatives to its current drug laws; while legalization may not be the
answer, he says, focusing exclusively on punishing suppliers and users has not proven a successful
strategy.

The Drug War in Mexico: Confronting a Shared Threat thus provides a fresh look at one of the most
important security threats in the Western Hemisphere and suggests recommendations for policy in
both Washington and Mexico City. There can be little doubt that the social, economic, and political
challenges posed by drug trafficking are grave for both countries. Purposeful and immediate action is
warranted, and this report provides thoughtful and thought-provoking guidance for those looking to

begin.

Richard N. Haass
President

Council on Foreign Relations

March 2011
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INTRODUCTION

Mexico is in the midst of a worsening security crisis. Explosive clashes and territorial disputes among
powerful drug trafficking organizations (DTOs) have killed more than thirty thousand people since
President Felipe Calderén took office in December 2006. The geography of that violence is limited
but continues to spread, and its targets include a growing number of government officials, police
officers, journalists, and individuals unrelated to the drug trade. The Mexican government has made
the war on drugs its top priority and has even called in the military to support the country’s weak
police and judicial institutions. Even so, few Mexican citizens feel safer today than they did ten years
ago, and most believe that their government is losing the fight.

Despite the most dismal assessments, the Mexican state has neither failed nor has it confronted a
growing insurgent movement.! Despite the most dismal assessments, the Mexican state has neither
failed nor has it confronted a growing insurgent movement. Moreover, violence elsewhere in the
Western hemisphere is far worse than in Mexico. Whereas, 45,000 homicides (14 per 100,000) have
occurred in Mexico since 2007, Brazil and Colombia saw more than 80,000 (20 per 100,000) and
50,000 (30 per 100,000) murders, respectively.? Even so, the country’s violent organized crime
groups represent a real and present danger to Mexico, the United States, and neighboring countries.
Even so, the country’s violent organized crime groups represent a real and present danger to Mexico,
the United States, and neighboring countries. The tactics they use often resemble those of terrorist
and insurgents, even though their objectives are profit-seeking rather than politically motivated.
Meanwhile, although the Mexican state retains democratic legitimacy and a firm grasp on the
overwhelming majority of Mexican territory, some DTOs capitalize on antigovernment sentiments
and have operational control of certain limited geographic areas. DTOs have also corrupted officials at
all levels of government, and increasingly lash out against Mexican government officials and ordinary
citizens. The February 2011 killing of a U.S. immigration and customs agent signals that U.S. law
enforcement officials are now in the crosshairs. If current security trends continue to worsen, the
emergence of a genuine insurgent movement, the proliferation of “ungoverned spaces,” and the
deliberate and sustained targeting of U.S. government personnel will become more likely.

The United States has much to gain by helping to strengthen its southern neighbor and even more

to lose if it does not. The cumulative effects of an embattled Mexican state harm the United States and
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a further reduction of Mexican state capacity is unacceptable and provides a clear motivation for U.S.
preventive action.

First, the weaker the Mexican state, the greater difficulty the United States will experience in
controlling the nearly two-thousand-mile border. Spillover violence, in which DTOs bring their fight
to American soil, is a remote worst-case scenario.? Even so, lawlessness south of the border directly
affects the United States. A weak Mexican government increases the flow of contraband (such as
drugs, money, and weapons) and illegal immigrants into the United States. As the dominant wholesale
distributors of illegal drugs to U.S. consumers, Mexican traffickers are also the single greatest
domestic organized crime threat within the United States, operating in every state and hundreds of
U.S. cities, selling uncontrolled substances that directly endanger the health and safety of millions of
ordinary citizens.

Second, economically, Mexico is an important market for the United States. As a member of the
North American Free Trade Agreement (NAFTA), it is one of only seventeen states with which the
United States has a free trade pact, outside of the General Agreement on Trade and Tariffs (GATT).
The United States has placed nearly $100 billion of foreign direct investment in Mexico. Mexico is
also the United States’ third-largest trade partner, the third-largest source of U.S. imports, and the
second-largest exporter of U.S. goods and services—with potential for further market growth as the
country develops. Trade with Mexico benefits the U.S. economy, and the market collapse that would
likely accompany a deteriorated security situation could hamper American economic recovery.

Third, Mexican stability serves as an important anchor for the region. With networks stretching
into Central America, the Caribbean, and the Andean countries, Mexican DTOs undermine the
security and reliability of other U.S. partners in the hemisphere, corrupting high-level officials,
military operatives, and law enforcement personnel; undermining due process and human rights;
reducing public support for counter-drug efforts; and even provoking hostility toward the United
States. Given the fragility of some Central American and Caribbean states, expansion of DTO
operations and violence into the region will have a gravely destabilizing effect.

Fourth, the unchecked power and violence of these Mexican DTOs present a substantial
humanitarian concern, and they have contributed to forced migration and numerous U.S. asylum
requests. If the situation worsened, a humanitarian emergency could cause an unmanageable flow of

people into the United States. It would also adversely affect the many U.S. citizens residing in Mexico.
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Not only is solving the crisis in the U.S. national interest, the United States bears a shared
responsibility for resolving it, since U.S. drug consumption, firearms, and cash have fueled much of
Mexico’s recent violence.* The United States should therefore take full advantage of the
unprecedented resolve of Mexican authorities to work bilaterally to address a common threat. The
best hope for near-term progress is to bolster U.S. domestic law enforcement efforts to curb illicit
drug distribution, firearms smuggling, and money laundering. In the intermediate term, the United
States should also make an overall commitment to the prevention and treatment of drug abuse and
other societal ills caused by drugs, while reevaluating the effectiveness of current U.S. and
international drug policies. With an eye to strengthening Mexico in the longer term, the United States
should also redouble rule of law and economic assistance to Mexico, with an emphasis on
professionalizing the judicial sector and creating economic alternatives to a life of crime. To prevent
Mexico’s problems from spreading to Central America and the Caribbean, the United States should
also work actively to reinvigorate and adapt regional security frameworks for the transnational

challenges of the post—Cold War era.

A SHARED THREAT

On a day-to-day basis, no other country affects the United States like Mexico. More than ever, Mexico
and the United States are deeply interdependent: they are connected by more than $300 billion in
annual cross-border trade, tens of millions of U.S. and Mexican citizens in binational families, and the
everyday interactions of over fourteen million people living along the nearly 2,000-mile U.S.-Mexico
border.

Unfortunately, U.S.-Mexican interdependence has also been marked by the proliferation of
powerful transnational organized crime syndicates, and extreme violence that has killed tens of
thousands of Mexicans and hundreds of U.S. citizens in recent years. The ability of organized crime to
corrupt elected officials and law enforcement authorities has long compromised U.S.-Mexican
security cooperation, but now the Mexican government’s increased reliance on the military raises new
dangers of institutional corruption and human rights abuses. Moreover, growing public frustration
has led to increased vigilantism and support for heavy-handed security measures that lack

transparency and violate due process. All of these trends present grave challenges for Mexico and have
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already begun to spread to Central America.> Given the threat to U.S. interests and stability in the
region, the United States, Mexico, and several Central American countries have already embarked on
an unprecedented security partnership known as the Merida Initiative, a three-year, nearly $1.4
billion—aid package to provide U.S. equipment, training and technical assistance, counternarcotics
intelligence sharing, and rule of law promotion programs in Mexico and Central America.® Despite
these important efforts, the proliferation of violence and the relentless flow of drugs into the United
States continue. Improving the U.S. response to this shared threat demands a clear understanding of

Mexico’s security crisis, counter-drug efforts in Mexico, and the role of the United States.
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UNDERSTANDING MEXICO’S SECURITY CRISIS

Mexico’s security crisis is complex and deeply rooted in the country’s recent economic struggles and
political development. Starting in the 1970s, Mexico experienced economic fluctuations and
uncertainty that contributed to heightened unemployment, reduced labor market opportunities, and
significant spikes in criminal activity. In the 1980s and 1990s, Mexico’s introduction of free market
reforms produced mixed results, and the reforms’ gradual implementation pushed many ordinary
Mexicans to find alternative employment in an expanding underground economy that, by some
estimates, accounted for 40 percent of all economic activity—including street vendors, pirate taxis,
and a burgeoning market for “second-hand” goods stolen from local sources (such as auto parts,
electronics, etc.).”

As the global economy grew, so too did a diversified and innovative network of illicit
entrepreneurs, and drug trafficking presented the most lucrative black market opportunities. Increases
in U.S. consumption of illicit psychotropic substances (especially cocaine) in the 1970s and tougher
counter-drug efforts in Colombia and the Gulf of Mexico shifted drug production and trafficking
routes to Mexico in the 1980s. While Mexico had been a longtime source of marijuana, opium, and
synthetic drugs for the U.S. market, its rise as a transit point for cocaine created profitable new
employment opportunities for an estimated 450,000 people who rely on drug trafficking as a
significant source of income today. Official estimates suggest that drug trafficking activities now
account for 3 percent to 4 percent of Mexico’s more than $1 trillion GDP.8

Mexico’s domestic security situation began to deteriorate in the mid-1990s, largely due to a severe
economic crisis, which brought sharp increases in robbery and property crime. Even after the
economy stabilized, infighting among drug traffickers continued and the diversification of their illicit
activities to include kidnappings, robberies, human smuggling, and extortion made DTO violence a
major risk for ordinary Mexicans. The annual number of drug-related homicides has increased more
than six-fold since 2005; in 2010 alone, the Mexican newspaper Reforma documented more than
eleven thousand killings. All told, the Mexican government estimates that from January 2007 to late
2010, there were more than thirty-two thousand drug-related homicides, out of perhaps forty-five
thousand homicides (roughly twelve per one hundred thousand people) total during that same

period.’
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While not apparent from the raw statistics, Mexican drug violence is highly concentrated. Two-
thirds of drug-related homicides occur in five of the thirty-two Mexican states and roughly 80 percent
happen in just 168 of 2,456 municipalities. The density of violence has made major trafficking cities
like Ciudad Juarez and Culiacin among the deadliest places in the world. With just over one million
inhabitants, Juarez had more than two thousand homicides in 2009 and 2010, a number that exceeds
the combined annual totals for New York, Chicago, Los Angeles, and Washington, DC. Violence is
increasingly directed toward the government. Dozens of elected officials, hundreds of police and
military personnel, and intelligence agents working with U.S. law enforcement in the fight against
organized crime have been murdered.!? Also, the murders and disappearances of sixty-seven reporters
over the last decade have sent a chilling message to the media—the eyes, ears, and voice of civil
society—and have made Mexico one of the world’s most dangerous places for journalists.!!

The worsening of crime, violence, corruption, and dysfunctional criminal justice has
overshadowed Mexico’s democratic and economic advances. In 2000, Mexico celebrated a critical
watershed, as democratic elections produced the country’s first peaceful transfer of power between
opposing political parties. Vicente Fox, a member of the country’s oldest opposition party, the
National Action Party (PAN), assumed the presidency after seventy-one years of uninterrupted rule by
the Institutional Revolutionary Party (PRI). In consolidating its new democracy, Mexico has made
impressive efforts to improve the transparency and credibility of elections, protect the rights of
indigenous people, strengthen judicial independence, and even investigate past government abuses.
Moreover, after decades of crisis and restructuring, Mexico’s economy has shown remarkable stability
and even modest progress in recent years, with gains in poverty reduction and the emergence of a

middle class.
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CURRENT COUNTER-DRUG EFFORTS IN MEXICO

What stands out about Mexico’s recent drug-related violence is the extent to which political change
and counternarcotics efforts have actually intensified the competition among DTOs, and the violent
conflicts among them.

Eradication and interdiction efforts targeting the Mexican drug trade began more than fifty years
ago, but for most of that period there were few serious efforts to dismantle major DTOs.!? Indeed,
well into the 1980s, many current top cartel operatives—yvirtually all of them with roots in Sinaloa—
operated largely undisturbed within a loosely knit alliance that controlled different commissions, or
plazas, for smuggling drugs into the United States and benefited from a highly permissive
environment.!3 Mexico’s centralized, single-party political system enabled DTOs to create a system-
wide network of corruption that ensured distribution rights, market access, and even official
government protection for drug traffickers in exchange for lucrative bribes.!*

Mexican officials now want to break the major DTOs down into smaller pieces, transforming a
national security threat to a public security problem. However, smaller does not necessarily mean
more manageable. As organized crime groups have fractionalized and decentralized, the result has
been a much more chaotic and unpredictable pattern of violent conflict. In the 1990s there were four

major DTOs; today there are at least seven.

Mexico’s Militarized Response
Greater militarization of the war on drugs has been a hallmark of the Calder6n administration’s
approach. Escalating the “permanent campaign” against drug trafficking, since 2006, the federal
government has deployed tens of thousands of troops to man checkpoints, establish street patrols,
shadow local police forces, and oversee other domestic law enforcement functions in high—drug
violence states.!5

However, even as a short-term measure, there are serious questions about the effectiveness of
Mexico’s military strategy. First, it has brought unpredictable results and mixed success in reducing
violence, sometimes only shifting it to different states.!® Second, the military’s role sometimes leads to
confusion and confrontation among authorities, as in Baja California, where the head military

commander issued damning accusations of corruption against state and local law enforcement
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authorities in 2008. Third, the militarization of public security in Mexico has contributed to greater
military corruption and led to a six-fold increase from 2006 to 2009 in accusations of serious human
rights abuses by members of the military. Finally, the high incidence of desertion among Mexicans
armed forces—averaging around twenty thousand troops per year—presents a considerable hazard.!”
While most deserters are low-level, recently enlisted personnel, a worst-case illustration is provided by
the Zetas, a paramilitary enforcer group comprising elite former military forces recruited by the Gulf
Cartel. Their defection from the Mexican military and subsequent break with the Gulf Cartel
introduced new militarized tactics to the drug war, brought new forms of extreme violence (such as
beheadings), and led other drug trafficking organizations to utilize similar methods.!8

All of these trends threaten to erode the legitimacy of the military and the state itself in the eyes of
the public. Nationally, support for the war on drugs is rapidly dwindling. Most Mexicans believe that
the government is outmatched by the narco-traffickers, who enjoy at least some complicity, support,
and even sympathy from other members of society.!® Mexican government efforts—and U.S.
support—could become tainted by a continued increase in alleged military abuses. In the long term,
using Mexico’s armed forces for law enforcement is unsustainable and the judicial sector eventually

must reassume responsibility.

Reforming Mexico’s Judicial Sector
Mexico’s security crisis is due not only to a lack of compliance with the law, but also to the failure of
the government to enforce the law faithfully, effectively, and fairly. Effective rule of law is a necessary
accompaniment to democratic governance. It requires a shift in the organizational models, operational
strategies, and even the internal culture of police agencies and the judiciary in order to make them
more responsive to the expectations of society, more accountable to the public, and more respectful of
citizens’ basic rights.2°

Yet ten years after Mexico’s first democratic transfer of power between opposing political parties,
its police agencies continue to suffer from dangerous and deplorable working conditions, low
professional standards, and severe resource limitations. Police themselves perceive the problem of
rampant corruption to be institutionally predetermined, due to high-level infiltration by organized
crime and inadequate internal investigations.?! While authorities have tried to promote police reform

through a perpetual restructuring of law enforcement agencies, multiple reorganizations have
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produced an alphabet soup of new and subsequently dismantled police agencies from the 1980s
through the present. In another effort at institutional reshuffling, the Calderéon administration
recently proposed to dissolve municipal police forces and reintegrate them into state-level public
security agencies, though what is really needed are greater professionalization and more checks and
balances throughout the criminal justice system.??

Currently, an estimated three-quarters of crimes go unreported due to a lack of citizen confidence
in Mexico’s justice sector.?> Moreover, because of institutional weaknesses, a large number of
reported cases are not investigated or witnesses to the crime fail to identify a suspect. The result is
widespread criminal impunity, with perhaps one or two out of every one hundred crimes resulting in a
sentence.”* Nevertheless, once a suspect has been identified, a guilty verdict is highly likely, in part
because the use of torture, forced confessions, and poor investigative techniques often provide the
basis for indictment and conviction.?> Once in prison, inmates typically encounter horrendous
conditions that encourage continued criminal behavior, frequent riots, and escapes.?¢

To address these problems, Mexican legislators passed a package of constitutional reforms in
2008. The legislation would radically alter the criminal justice system through police and judicial
reforms to strengthen public security, criminal investigations, due process protections for the accused,
and efforts to combat organized crime.?” If implemented, these reforms will help to improve law
enforcement, combat judicial sector corruption, and prevent systemic human rights abuses. However,
at the current pace, Mexican authorities will not meet their goal of implementing the reforms
nationwide by 2016, and their fate is made less certain by the impending 2012 presidential elections.
Full implementation will require the revision of existing legal codes and procedures; physical
modification of courtrooms, police investigative facilities, and jails for crime suspects; and retraining
of judges, court staffs, lawyers, and police. Moreover, the judicial reform initiative must overcome
recent criticisms that it favors the interests of criminals over victims and constitutes an imperialist
imposition of the U.S. legal system in Mexico.

To ensure support for the reform initiative, Mexican authorities will need to provide adequate
professional training and public education programs to smooth the adjustment to this new system.
Moreover, to monitor advances, make future adjustments, and ultimately win hearts and minds,
authorities will need to develop performance indicators that can demonstrate the system’s progress

over time.
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THE U.S.ROLE

As the world’s largest consumer of drugs and its largest supplier of firearms, the United States is a
direct contributor to Mexico’s drug violence. According to the 2007 National Survey on Drug Use and
Health, roughly 8 percent of U.S. residents over the age of twelve—some 19.9 million people—had
used drugs within the past month.?8 Moreover, over the last three decades, a growing number of U.S.
adults, including nearly half of individuals over the age of thirty-five, admit to some drug usage during
their lifetime Because of the size of the U.S. black market for drugs and the inflationary effect of
prohibition on prices, Mexican suppliers enjoy enormous profits, estimated at $6 billion to $7 billion
annually, with at least 70 percent coming from hard drugs like cocaine, heroin, methamphetamine,
and other synthetics.?? While drug traffickers’ financial operations are robust and sophisticated
(including the use of cyber technologies and offshore accounts) efforts to combat money-laundering
operations have been weak. Mexico typically nets fewer than ten money laundering convictions each
year, and recent high-profile U.S. prosecutions targeting American Express, Bank of America, and
Wells Fargo are more the exception than the rule.3°

Firearms, ammunition, and explosives sold in the United States are also a major contributing
factor to Mexico’s violence. While Mexican DTOs use a wide range of firearms—including some U.S.-
manufactured hand grenades and rocket-propelled grenades—the weapons of choice are AK-47 and
AR-15 type rifles and high-caliber pistols. These are often imported legally to the United States from
Europe, then sold illegally and in large numbers to surrogate or “straw” purchasers in the United
States (with semi-automatic rifles frequently converted into select-fire machine guns). The United
States is a convenient point of purchase for Mexican DTOs, given that an estimated 10 percent of U.S.
gun dealers are located along the U.S.-Mexico border.3! Moreover, there are few obstacles to the
purchase of firearms, ammunition, and explosives, since powerful U.S. gun lobbies have effectively
hamstrung efforts to enforce existing laws, combat firearms trafficking, or otherwise restrict access to
deadly, high-powered weapons.3? Failure to address money laundering and gun trafficking with
greater commitment undermines Mexico’s trust and may close the present window of opportunity for
binational cooperation.

While President Obama has pledged his support for international treaties that would facilitate

information sharing, mutual legal assistance, and extradition to better combat arms trafficking, these
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treaties have not yet been presented to the Senate for ratification.3® At the same time, efforts to
monitor gun trafficking, promote effective U.S. and Mexican law enforcement cooperation, and even
enable collaboration among U.S. federal, state, and local agencies are constrained by a lack of access to
aggregate trace data from the Department of Justice Bureau of Alcohol, Tobacco, Firearms, and
Explosives (ATF) on guns linked to violent crimes. Still, some U.S. states have made progress in
reducing gun trafficking and violence by adopting certain registration and permit requirements, gun
possession laws, dealer inspection policies, criminal penalties, local ordinances, and reporting
mechanisms for lost or stolen guns.3* Ultimately, though, as with drugs, the illicit flow of firearms

across the border will be difficult to control so long as market demand remains strong.

Opportunities for U.S.-Mexico Security Cooperation

Security collaboration between the United States and Mexico has traditionally suffered from
asymmetrical capabilities, divergent priorities, and frequent distrust. Even today, Mexicans tend to see
their current plight as one caused by the factors mentioned above, as well as the deportation of
criminal aliens from the United States to Mexico without any coordination with local authorities.
From a U.S. point of view, Mexico’s institutional weakness and corruption are the source of its woes
and the primary obstacle to more effective cooperation. Mexico’s current crisis therefore presents an
unprecedented opportunity for the two countries to work together to address shared challenges and
responsibilities.

In recent years, Mexico has been highly receptive to binational cooperation with the United States,
resulting in record numbers of extraditions and cross-border prosecutions. Such progress helped pave
the way for targeted U.S. assistance since 2007 under the Merida Initiative. The development of a
clear framework for U.S.-Mexico cooperation is an achievement in itself. Working in an intense,
sustained, and bilateral manner, authorities from both countries have successfully identified shared
priorities, strategies, and avenues for cooperation. For Mexico, direct U.S. financial assistance
provides a significant boost on top of the roughly $4.3 billion spent annually combating drug
trafficking.3

As the initial allotment of funds for the Merida Initiative ended in fiscal year 2009-2010, the
Obama administration worked with Mexican authorities to develop a longer-term framework for

continued cooperation that has four “pillars”: more binational collaboration to combat DTOs, greater
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assistance to strengthen the judicial sector, more effective interdiction efforts through twenty-first-
century border controls, and new social programs to revitalize Mexican communities affected by
crime and violence.3¢ In parallel, the U.S. government also plans to increase its efforts to address the
central causes of Mexico’s drug violence, with new funding to reduce arms smuggling, money
laundering, and illicit drug consumption in the United States. Also, reacting to public concerns, the
United States has deployed massive amounts of manpower and funding to the U.S.-Mexican border to

prevent undocumented immigration and stave off “spillover” violence.

Interagency Cooperation

International cooperation under the Merida Initiative remains primarily coordinated by agencies in
the U.S. Department of State.3” Within the Department of State, the most prominent roles are played
by the Bureau of Western Hemisphere Affairs (WHA), the Bureau of International Narcotics Affairs
and Law Enforcement (INL), and the U.S. Agency for International Development (USAID).38 The
Department of Defense (DOD), particularly the U.S. Northern Command (NORTHCOM), has also
begun to interact with its Mexican counterparts more regularly in recent years. High-level
governmental coordination occurs through regular meetings of the Inter-Agency Policy Committee
organized by the National Security Council (NSC), and the Merida Initiative Core Group. Midlevel
and operational government task forces currently work together through several interagency and
intra-agency coordination mechanisms, thanks in part to active leadership by the U.S. Embassy in
Mexico City. The United States has much to offer in terms of formal governmental assistance, as well
as academic and nongovernmental programs (such as the Commission on Accreditation for Law
Enforcement Agencies [CALEA], the Open Society Justice Initiative, the American Bar Association
[ABA], the National Center for State Courts [NCSC], etc.).

The structures for coordination across current U.S. and Mexican government initiatives are still in
development, and there are ongoing challenges associated with the sudden increase in funding that
must be addressed to sustain and move beyond the current high-water mark in binational cooperation.
Whether starting up or scaling up operations, many agencies and programs in both countries need
additional resources, staff, and infrastructure. At the same time, many programs lack continuity
beyond a specific budget cycle, have no coherent long-term strategy, and find it difficult to cooperate

with complementary programs with whom they compete for the same funding. With 90 percent of
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Merida funding in 2011 channeled through INL, the emphasis will remain focused on “hard”
approaches, leaving other agencies—notably USAID—at a disadvantage. Even where adequate
funding is present, political and bureaucratic obstacles—on the part of both the United States and
Mexico—have delayed some programs and deliverables, contributing to frustration and criticism
toward the Merida Initiative. Meanwhile, since the Merida Initiative is formally coordinated by the
State Department, no high-level U.S. agency shares direct responsibility or leadership for dealing with
the “intermestic” problems associated with transnational organized crime networks. Finally, many
programs place insufficient emphasis on monitoring performance indicators and measuring
effectiveness.?® Left unaddressed, these problems may contribute to unnecessary inefficiencies,
duplication of efforts, inconsistent metrics of success, and confusion and dissatisfaction among

partners and stakeholders in Mexico.

U.S. Development Assistance to Mexico

Although there are major differences between Mexico and Colombia, U.S. efforts to support Mexico
can draw some lessons from its efforts in Colombia. U.S. anti-drug assistance through Plan Colombia
greatly bolstered the capacity of the Colombian state to combat DTOs and make long-term gains in
citizen security. While Plan Colombia exhibited many flaws—including human rights violations and
unresolved problems of violence and internal displacement—intense binational cooperation,
intelligence sharing, and joint tactical operations provided a decisive advantage against both DTOs
and insurgent threats. Military and law enforcement assistance was only part of the equation. Robust
economic assistance, averaging $200 million a year over the past five years, has consolidated security
gains in Colombia. Furthermore, this aid facilitated the transformation of Colombia’s urban slums
into resilient communities and helped decrease unemployment from 15 percent to 11 percent.

In contrast, current U.S. priorities in Mexico remain focused on the “hard” and tactical measures
that were more relevant to rooting out Colombia’s insurgents than to addressing the social, economic,
and institutional factors that undermine public security in Mexico. The first three years of the Merida
Initiative consisted primarily of funds for military assistance, narcotics control, and law enforcement,
with more than half of all funding directed to aircraft, transportation units, and equipment.
Meanwhile, even as the current binational strategy emphasizes judicial sector reform and building

strong communities, only a trivial portion of U.S. aid to Mexico is slated for institutional
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strengthening and development assistance. As a result, Mexico ranks among the lowest U.S. priorities
in Latin America, even though Mexico’s forty million poor people outnumber the individual
populations of all but two other countries in the region (Argentina and Brazil). As a necessary
complement to “hard” law enforcement measures, the United States should begin directing its money
and efforts to the kind of social, economic, and institutional development assistance that can help fund
crime prevention programs, educational assistance, workforce development in struggling

communities, and greater professionalism and effectiveness in the judicial sector.

Rethinking U.S. Drug Policy

Mexico’s security crisis illustrates the limitations of current anti-drug strategies and offers an
opportunity to shift the paradigm to a more sensible approach. Over the last four decades, the war on
drugs has lacked clear, consistent, or achievable objectives; has had little effect on aggregate demand;
and has imposed an enormous social and economic cost.*? A state-driven, supply-side, and penalty-
based approach has failed to curb market production, distribution, and consumption of drugs. The
assumption that punishing suppliers and users can effectively combat a large market for illicit drugs
has proven to be utterly false. Rather, prohibition bestows enormous profits on traffickers,
criminalizes otherwise law-abiding users and addicts, and imposes enormous costs on society.*!
Meanwhile, there has been no real effect on the availability of drugs or their consumption, and three-
quarters of U.S. citizens believe that the war on drugs has failed.*?

One flaw of current U.S.-Mexico strategy is the false presumption that international trafficking of
drugs, guns, and cash can be effectively addressed through interdiction, particularly along the nearly
two-thousand-mile U.S.-Mexican border. After a three-decade effort to beef up security, the U.S.-
Mexico border is more heavily fortified than at any point since the U.S.-Mexico war of 1846-48. The
United States has deployed more than twenty thousand border patrol agents and built hundreds of
miles of fencing equipped with high-tech surveillance equipment, all at an annual cost of billions of
dollars—with $3 billion per year spent on border control alone. While this massive security build-up
at the border has achieved maximum attainable levels of operational control, the damage to Mexico’s
drug cartels caused by border interdiction has been inconsequential.#> Meanwhile, there have been
several unintended consequences of heightened interdiction at the border, including added hassles and

delays that obstruct billions of dollars in legitimate commerce each year, the expansion and increased
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sophistication of cross-border smuggling operations, and greater U.S. vulnerability to attacks and
even infiltration by traffickers.#* Further efforts to beef up the border through more patrolling and
tencing will have diminishing returns, and will likely cause more economic harm than gains in security
for the struggling communities of the border region.*>

Given the limits of U.S. drug policy, there is a need for more information and analysis to weigh the
costs and benefits of current efforts against alternative policy options. For example, one recent study
suggests that legalizing marijuana would cause as much as $1 to 2 billion in losses for Mexican drug
traffickers, since competition from legally registered producers would drive them out of the business.
Since these DTOs would continue to smuggle other profitable illicit drugs, the main benefit of
marijuana legalization would be to allow U.S. border security and law enforcement to focus their
resources on other problems.*® Of course, while support for this idea is growing, the potential hazards
and limitations of drug legalization are substantial.*” Legalization would almost certainly cause drug
traffickers to move into other illicit activities to maintain profitability, so U.S. and Mexican authorities
would still need to develop better measures to combat kidnapping, robbery, extortion, and other
forms of organized crime. Meanwhile, as with other controlled substances, like tobacco and alcohol,
increased recreational drug use would likely result in widespread use and significant social harms in
both countries, including traffic fatalities, fatal overdoses, addiction, and chronic health problems.

Any effort to legalize drugs would need to proceed with careful study, ample deliberation, and due
caution. Yet, with or without legalization, authorities should work with greater urgency and focus to
develop public health and law enforcement measures to prevent, treat, and reduce the harms
associated with drug consumption.*® In the end, treating drug consumption and organized crime as
separate problems will make it possible to address both more effectively. To make this possible—and
before other countries or even some U.S. states venture further down the road toward drug
legalization—the U.S. federal government should move quickly to examine the current approach and

chart a course toward a more effective drug policy.
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RECOMMENDATIONS FOR U.S. POLICY

Mexico urgently needs to reduce the power of violent organized crime groups; a prolonged failure to
do so has seriously impaired both Mexican governance and economic prospects. Mexico’s security
crisis increasingly threatens U.S. interests, as well as the security and prosperity of other countries in
the region, particularly in Central America, with rapidly rising homicide rates, geographically
expanding patterns of violence, and growing effects of violent organized crime on society. While far
from being a failed state, Mexico’s current trajectory is dire, and doing nothing will ensure the
perpetuation of greater violence and instability. The danger of recent strategies is that they have
greatly exacerbated extreme violence among DTOs for the near term, and—even if successful in the
long run—will merely cause them to relocate to neighboring countries such as Guatemala, Nicaragua,
and Costa Rica that are less prepared to respond to the challenge.

There are three ways the United States can help to overcome Mexico’s security crisis and prevent
future problems elsewhere. First, the United States should build on recent progress and successes by
enhancing and consolidating the mechanisms for bilateral and multilateral security cooperation in
Mexico and Central America. Second, the United States should focus more seriously on U.S. drug
demand, firearms, and money laundering at home, and direct greater assistance for institutional and
economic development in Mexico. Finally, the United States should begin working toward a more

sensible drug policy that includes alternative approaches to reducing the harms caused by drugs.

ENHANCING AND CONSOLIDATING COOPERATION

Strengthen U.S. Interagency Cooperation and Liaison Mechanisms

The executive branch should establish mechanisms to coordinate U.S. responses to Mexico’s security crisis
domestically and abroad, including a White House office (Special Assistant) to facilitate sustained, high-
level attention to U.S.-Mexico security cooperation, coordinate inter-agency processes, and monitor
developments and progress. At the state level, the federal government should support collaboration among
the U.S.-Mexico border governors and border legislators. Along the border, the United States should

dedicate greater staff and resources to binational border liaison mechanisms (BLMs), as well as
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multiagency task forces and international liaison units within U.S. law enforcement agencies.

Prevent Spillover to Central America and the Caribbean

The U.S. and Mexican agencies cooperating through the Merida Initiative should convene regularly to
coordinate with agencies working within the Caribbean Community and Common Market
(CARICOM), the Caribbean Basin Security Initiative (CBSI), and Central America Regional Security
Initiative (CARSI). Additional resources and new initiatives are also needed to develop fusion centers,
joint operations, and training to strengthen Central American and Caribbean capabilities in response

to organized crime.

Institutionalize Multilateral Frameworks for Regional Security Cooperation

The U.S. government should strengthen the Security and Prosperity Partnership or launch a similar
initiative, creating a permanent, multilateral council of nongovernmental, private sector, and elected
representatives. The council should meet regularly to assesses the region’s challenges and
opportunities, and promote sustained cooperation on matters related to security, trade, and regional

integration.

Develop Explicit Performance Measures for the Fight Against Organized Crime

Across the board, U.S. agencies should establish explicit baseline indicators, performance measures,
benchmarks, targets, and timelines for progress toward their strategic objectives of dismantling
organized crime, strengthening rule of law, reducing illicit flows, and building stronger communities.
Assessment efforts will require dedicated funding for both congressional oversight and
nongovernmental monitoring efforts, and should go beyond typical “output” measures (e.g., arrests,
trainings, seizures, and program activities) to evaluate “outcomes,” such as reductions in DTO
operational capability, violent crime and human rights violations, total consumption of illicit drugs,
and gang participation rates. Recent judicial sector, crime victimization, and community surveys

provide useful examples and baseline measures for future evaluation.
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STRENGTHENING U.S. DOMESTIC EFFORTS

Disrupt U.S. Organized Crime Networks Linked to Mexican Suppliers
The United States should develop and implement a coordinated, nationwide interagency strategy
for identifying, investigating, and disrupting the U.S. financial facilitators and retail distributors

that support Mexican DTOs.

Develop Better Controls to Prevent Illegal U.S. Firearms Exports to Mexico

The United States should develop stricter controls to prevent illegal exports of firearms to Mexico.
This is best done through: registration requirements for large-volume ammunition purchases and
unassembled assault weapons kit imports; reporting requirements for multiple long arms sales
(similar to those for multiple handgun sales); increasing ATF capacity for the investigation of straw-
purchases and trafficking conspiracies; and enforcing the federal ban on imports of assault rifles not
intended for sporting purposes. The federal government should also review the possible effects of a
ban on assault weapons and .50 caliber sniper rifles, similar to provisions that have proved successful
at the state level. Finally, federal policy on firearms tracing and gun crime data should also be
examined with an eye toward removing obstacles to information sharing among law enforcement

agencies and greater transparency in the public reporting of aggregate data on gun crimes.

Develop Better Controls on Money Laundering and DTO Financial Operations

The United States should provide more resources, training, and coordination mechanisms for state
and local law enforcement agencies to better target, seize, and trace the proceeds of illicit drug sales.
The United States should also aggressively enforce the Foreign Investment and National Security Act
of 2007 to track the investments of Mexican drug traffickers in the United States. Additionally, the
United States should establish joint operations to share data and intelligence on possible drug money
laundering in Mexican and third-country financial institutions. Ultimately, the United States needs
greater coordination and stronger initiatives from the U.S. Securities and Exchange Commission
(SEC), Treasury Department, and Federal Deposit Insurance Corporation (FDIC) to conduct careful
searches for financial patterns consistent with drug money laundering. If these institutions cannot do

so, then the United States should create a new agency that will.
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Reduce Obstacles to Economic Growth and Legitimate Commerce at the Border

U.S. authorities should make greater efforts to encourage NAFTA trade by facilitating legitimate
cross-border flows and stimulating economic opportunities for local communities on both sides of the
border—particularly by aggressively expanding access, efficiency, and infrastructure for trusted
traveler and exporter programs, such as Secure Electronic Network for Travelers Rapid Inspection
(SENTRI) and the Customs-Trade Partnership Against Terrorism (C-TPAT). Following examples
along the U.S.-Canada border, both the United States and Mexico can also facilitate cross-border
commerce, maximize efficiencies, and improve border security by permitting privately funded ports
of entry—like the Buffalo-Port Erie Peace Bridge—and developing shared facilities for north and

southbound inspections at border corridors.

Assess Current U.S. Border Security and Law Enforcement Interagency Cooperation and Integrity
The U.S. Congress should require the Department of Homeland Security to provide regular reports
and greater detail—including information and statistics on activities, seizures, apprehensions, and
aggregate costs—for current border security initiatives and programs intended to facilitate
interagency collaboration in combating drug trafficking, money laundering, and firearms trafficking in
border communities, such as Operation Stonegarden. In addition, the U.S. Government
Accountability Office should carefully assess the influences of transnational organized crime
networks on U.S. border security and law enforcement, and ensure that there are adequate resources

to address possible vulnerabilities and breaches in integrity.

Prevent Blowback from U.S. Deportations of Criminal Aliens

U.S. law enforcement, prison, and immigration authorities should work more closely with their
foreign counterparts to prevent repatriated criminal aliens from becoming new recruits for DTOs in
Mexico and Central America. Preventive strategies should include educational and rehabilitative
programs for foreign nationals in U.S. prisons (such as working with Mexico’s education ministry to
provide the equivalent of a general education degree to Mexican criminal aliens during their
incarceration in the United States). In addition, U.S. immigration authorities should be required to
work with Mexican and Central American authorities to develop better bilateral protocols for

managing the reentry of aliens to their home country.
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REALLOCATING U.S. ASSISTANCE TO MEXICO

Increase U.S. Economic and Educational Assistance for Mexico

In its provision of aid, the United States should put greater emphasis on “soft” economic and
educational assistance in additional to “hard” security assistance, The U.S. Congress should fully fund
the Obama administration’s request for$66 million in economic and development assistance for FY
2012—morethan doubling the amount provided in FY2010. . In determining longer-term aid targets,
policymakers should consider Plan Colombia’s success in promoting economic development;
whereas, Colombia has one-third Mexico’s population, it receives three times the economic and
development assistance, By increasing economic assistance, the United States can provide alternative
opportunities for poor families and micro-entrepreneurs in communities vulnerable to violence.
Emphasis should be placed on broadening and scaling up programs of youth education, recreational
and gang intervention programs, drug treatment and prevention, workforce preparation and technical
training, micro-finance and micro-credit lending, and regional economic development and job-
creation centers. In addition, the Obama administration should bolster funding for international
educational and professional exchanges, encouraging skills transference and sustained partnerships

that build knowledge and opportunities in both Mexico and the United States.

Increase U.S. Assistance for Judicial Reform in Mexico

The United States should greatly expand its efforts to assist judicial sector reform in Mexico. In
particular, the United States should broaden and enhance support for education, training, and
exchange programs for judicial sector professionals; nongovernmental organizations that monitor
judicial sector performance, advocate for due process, and promote human rights; and efforts to
develop independent measures of judicial sector performance in Mexico. Greater emphasis should be
placed especially on coordination and cross-fertilization among U.S.-funded programs working in
these areas, and on baseline and performance indicators to demonstrate progress in the short (one to

three years) and intermediate (three to five years) term.
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SHIFTING U.S. DRUG POLICY

Reevaluate U.S. Drug Policy

The U.S. Congress should commission an independent advisory group to examine the fiscal and social
impacts of drug legalization as well as other alternative approaches to the war on drugs. The
commission should be provided adequate funding—at least $2 million—to provide a comprehensive
review of existing policies and develop realistic, clearly defined, and achievable policy

recommendations for reducing the harms caused by drug consumption and abuse.

Shift U.S. Counter-Drug Priorities to Focus on Major Sources of Illicit Income

To allow policy experimentation, the federal government should permit states to legalize the
production, sale, taxation, and consumption of marijuana. While testing this policy shift, authorities
should redirect scarce law enforcement resources to focus on the more damaging and socially
unacceptable drugs (like heroin, cocaine, and methamphetamine) from which Mexican DTOs derive

more than 70 percent of their drug proceeds.

Lead International Efforts on Drug Policy Reform

The United States should lead the international dialogue on the future of international drug policy
by collaborating directly with other countries in the Americas to develop alternative policy
approaches to reduce the harm caused by drugs. Specifically, the United States and Mexico should
work together in promoting the Inter-American Drug Abuse Control Commission’s “New
Hemispheric Drug Strategy,” with an emphasis on protections for basic human rights, evidence-

based drug policy, and a public health approach to drug abuse.

FINAL OBSERVATIONS

The opportunity for effective U.S.-Mexico cooperation to address these shared concerns has grown,
thanks to the resolve of Mexican leaders to embrace the fight against transnational organized crime.

The United States has a vested interest in helping Mexico improve its governance, national security,
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economic productivity, and quality of life, which are integral to making Mexico a better neighbor and
trade partner in the longer term. Mexico is also eager to continue working toward these ends, and it
has embraced unprecedented levels of collaboration thanks to a growing spirit of cooperation on both
sides of the border.

Over the next five years, the best-case scenario will bring a turning point in which authorities gain
the upper hand against organized crime, violence dies down to pre-2006 levels, and illicit drug flows
diminish dramatically. This would require continued progress in disrupting organized crime groups,
with the reduction in drug-related violence as the primary metric of policy success. For now, at least,
the nightmare scenarios of government collapse, widespread political insurgency, or sudden military
takeover are as unlikely in Mexico as they are in Brazil and Colombia, which have even higher levels of
violence. Still, without progress on the above recommendations, Mexico’s drug war will drag onward
and downward indefinitely, with greater and more geographically dispersed violence, more direct
political influences by organized crime, rising instability and fear, growing human and capital flight,
and increasing spillover effects to neighboring countries, including the United States.

Challenges and setbacks are inevitable, and will require sustained efforts to build greater trust and
cooperation between both countries. Events in late 2010 and early 2011, such as Wikileaks’ disclosure
of persistent skepticism within the U.S. Embassy in Mexico City of Calder6n’s government and
military performance, and the death of a U.S. immigration and customs agent at the hands of drug
traffickers, led to an unexpected nadir in U.S.-Mexico relations. The March 2011 surprise summit
between Presidents Obama and Calderon reflects both countries’ desire to move past short-term
diplomatic disruptions. The United States can help shift the balance in Mexico’s battle against
organized crime and prevent the further spread of violence within Mexico and to its neighbors. This
will require a serious commitment to U.S. responsibilities at home, long-term investments to make
Mexico a more secure and prosperous neighbor, greater multilateral cooperation throughout the

region, and a more sensible policy for managing the harms associated with drugs.
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