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ABSTRACT

Latin Anerica is experiencing unprecedented peace and
stability because denocracy has replaced the authoritarian
regines of the past. The Cinton Adm nistration decided in
1997 to lift the arm sales ban to Latin America after a
twenty-year noratorium This recent change in US. arm
sales policy has renewed a growi ng concern, anpbng critics,
that an influx of U S. weapons to the region wll lead to
an arns race. This thesis argues that an arns race is not
occurring in Latin Anmerica today. Three possible
explanations will be explored to explain the presence or
absence of arnms races in Latin Anerica, they are:
denocratic peace and conplex interdependence, economc
determ nants of defense expenditures, and U S. arns sales
policy. Two traditional rival dyads of Brazil/Argentina
and Peru/Ecuador will be applied to theoretical bases for
international arnms races as well as U S. foreign policy to
provi de expl anatory support. The maj or conclusion of this
thesis is that US. foreign policy neither supports nor
prevents arns races and econonic determ nants of defense
expenditures offer mx results at best. The best possible
explanation to why an arns race is not occurring in Latin
Arerica today is the presence of denocratic peace and
conpl ex i nterdependence.
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. 1 NTRODUCTI ON

Since the end of the Second Wrld War, the United
States has been a mjor world supplier of conventional
weaponry. The trenmendous surplus of mlitary technol ogy
after the war enabled the United States to sell advanced
mlitary hardware to countries that were unable to produce
it thensel ves. The selling of this mlitary hardware by
the United States was not only a thing of the past, but
al so continues to this day. One of the markets for this
equi pnent is Latin Anmerica.

A BACKGROUND

Latin American countries have historically had a
strong mlitary influence in internal and external security
i ssues and governnent policy. Al t hough there were only a
few wars, sever al r egi onal conflicts and rivalries
occurr ed. By the 1960s, there was a great demand in Latin
Anrerica to upgrade the aging mlitary equipnent that was
sold to them in the 1940s. Much of the newly desired
weapons were fighter aircraft and mssiles. In Iight of
the difficulties the United States faced from the Vietnam
War, President N xon issued a doctrine that encouraged arm
sales as a neans for Latin Anerican countries to defend
t hensel ves without U S. assistance.l 1In 1977 after a growth
in human right abuses by several of the mlitary
dictatorships then presiding in Latin Anmerica, President
Carter issued Presidential D rective 13. This directive

elimnated all sales of advanced weapons to Latin Anerica.?

1 Mora, Frank O and Antonio L. Pala. “US Arns Transfer Policy for

Latin America.” Ai rpower Journal. Vol. 13, Issue 1, Spring 1999.
ProQuest . Dudl ey Knox Li b, Mont er ey, CA. 06 Feb 2003
http://proquest.um.com

2 Cardanmpne, Thonas. “Arms Sales to Latin America.” Foreign Policy
In Focus. Vol 2, Nunber 53, Dec 1997. www. f or ei gnpol i cy-
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Through the twenty years of the ban, Latin America
underwent nmany political and mlitary changes. By 1997,
all the mlitary regimes had been replaced by civilian
governments wth greater control over their mlitaries.
Most Latin American countries settled their foreign policy
di fferences and reduced their defense budgets and mlitary
per sonnel . These changes, together with |obbying the U S.
defense industry, encouraged President Cdinton to issue
Presi denti al Decision Directive 34, which lifted the
advanced weapon sal es ban to Latin Anerica.

The lifting of the ban sparked a renewed controversy
over the issue regarding sales of advanced weapons to Latin
Anmerica. Advocates of |ifting the ban contend that it wll
bring good business to the defense industry, while
recapturing the lost US. mlitary influence in the region.
OQpponents believe the purchasing of unnecessary advanced
weapons will divert much needed noney from social prograns
to conbat the grow ng poverty. Wiile these are legitinate
I ssues, many opponents are nore concerned wth the
potential resurrection of another arnms race in the region.
They believe the freedom to purchase arns will spark an
arnms race simlar to the one that destabilized the region
during the early 1970s. Has lifting of the ban led to an
arms race in Latin America today as nmany predicted? \Wat
are the possible explanations for why an arns race m ght
not occur today?

This thesis will explore three possible explanations

for why an arnms race is not occurring in Latin Anerica

t oday. It will exanmine the theoretical bases for
i nt ernati onal ar s races using the cases of t wo
traditionally rival dyads: Argenti nal/ Brazi | and

i nfocus. org/ pdf/vol 2/53i farnms. pdf, August 27, 2002.
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Peru/ Ecuador. It will also examine U S. armsales policy to
support these case studies. The three possible
explanations that will be explored to explain the presence
or absence of arnms races in Latin Amrerica are: denocratic
peace and conpl ex interdependence, econom c determ nants of
def ense expenditures, and U. S. arns sal es policy.

Chapter 1l wll exam ne whether denocratic peace and
conpl ex interdependence are relevant in determ ning peace
and stability in Latin Anerica. It argues that the growth
of denobcracy and the increase in regional interdependence
perpetuates relative peace and stability, which would nean
that the introduction of U S. advanced weapons, would be a

noot i ssue. The rivalry between Argentina/Brazil and
Peru/ Ecuador w Il be <closely analyzed. Argentina and
Brazil wll offer a nodel for how successful conplex

i nterdependence is at resolving conflict, while the Peru
and Ecuador rivalry wll show the relevancy of denocratic
peace theory.

Chapt er 1] Wil | examne data and information
regardi ng econom c determ nants of defense expenditures. A
review of the on-going debate of the relationship between
def ense expenditures and economc growmh wll be used to
establish a platform to anal yze t he dyads of

Argentina/Brazil and Peru/Ecuador during the time period
from 1970-1999. Gross National Product (GNP) and mlitary
expenditure data wll be conpared to establish whether

defense spending is determned by econonmc growh or by
other means. This will show the predictability of mlitary
expenditures in Latin Anmerican countries. It will also
hel p explain whether an arns race is nore likely to occur

under certain economnc conditions.



Chapter 1V will explore U S. arm sales policy through
the years 1960-2002. The first period from 1960-1977 w ||
explore the conditions that contributed to an arns race and

what eventually led the United States to ban sales of

advanced weapons to Latin Anerica. The period from 1977-
1997 will look into the shift in US. foreign policy in the
regi on. The effectiveness of the arm sales ban wll be
anal yzed to expl ai n what | ed to t he dinton

Adm nistration’s decision to |lift the ban in 1997. The
| ast period from 1997-2002 will be examned to provide
argunents for and against the lifting of the arm sal es ban.
These issues wll provide further evidence to predict
whether U S. arm sales policy has an effect on Latin
Anerica today.



1. PEACE AND | NTERDEPENDENCE | N LATI N AMERI CA

As t he wor | d is becom ng nor e gl obal and
i nterconnected, different regions have achieved growth and
security at widely to different extents. The col |l apse of
the Soviet Union brought an end to a bipolar international
system where elimnating Conmunism was the driving force
behind the US. search for stability in a region.
Denocracy has now beconme the regime of choice by many
nations, and the old authoritarian regines of the past are
no | onger acceptable. Latin Anerica’s previous conflicts
raise many questions regarding its ability to remain a
stabl e and peaceful region.

As every other region throughout the world, Latin
Anerica has had its share of violent conflicts. These
conflicts have varied from interstate wars and m nor
skirmshes to civil wars and internal mlitary coups.
Al though the region has experienced all types of
altercations, there have been relatively few interstate
war s. Five of these wars took place in the nineteenth-
century. The Cisplatine Wars from 1825-1828 and 1839- 1852
settled the territorial disputes between Argentina and
Brazil by formng the country of Uruguay. The War of the
Conf ederation from 1839-1841 enabled Chile to block a union
between Peru and Bolivia. In the War of the Triple
Alliance from 1886-1870, Par aguay | ost territory to
Argentina and Brazil. And finally in the War of the
Pacific from 1879-1883, Chile took territory from Peru and
Bolivia’s access to the sea. Since 1945 there have been
roughly thirty bilateral conflicts that varied from war to
m nor altercations, where the unstable internal environnent
often transmtted wuncertainty into the external arena.

5



These conflicts can be classified into three categories:
i deol ogy, territory and resources, and hegenonic. 3

| deol ogical conflicts affected Latin America through
the way each nation’'s reginme viewed its political goals in
the international system?4 The two regine types that
potentially caused the nost friction were between mlitary
regi mes and denocracies. Latin Anerica had an extensive
history involving both reginme types and the constant
transitions between the regi nes caused instability.

Territorial disputes have been the npst conmon in
Latin America. Many of the disputes dated back to the tine
of i ndependence. Just about every country in Latin
American had a border or territory dispute at one tine or
anot her . Sonme reasons for these disputes were access to
resources, river basins, frontiers, and trade routes.

The last and less frequent reason for interstate
conflict was hegenony. Hegenoni ¢ di sputes occurred when
two nations both felt the other was encroaching on the
other’s region of influence. Arguably the best exanple of
hegenoni ¢ struggle occurred between Argentina and Brazil
whi ch spanned from independence to the latter part of the
twentieth-century. >

Since 1995, nost would argue that Latin Anmerica has

become a nore stable and peaceful region. Most of the
former ideological, territorial, and hegenonic disputes
have been settled and all regines are now denocratic.

Nonet hel ess, a concern renmins over the future of Latin

3 Gabendorff, Wlf. “Interstate Conflict Behavior and Regional
Potential for Conflict in Latin Anerica.” Journal of Interanerican
Studies and Wrld Affairs. Vol. 24, |ssue 3(August 1982): pp. 270-271.

4 Little, Walter. “International Conflict in Latin Anerica.”

International Affairs(Royal Institute of International Affairs 1944-).
Vol . 63, Issue 4(Autumm, 1987): p. 591.

5 Ibid, pp. 591-592



American stability. Many scholars argue that the
reintroduction of U S. advanced weapon systens into the
region would destabilize and return Latin America to its
former unstable self. The one factor that was not
previously present in the region that my have led to
stability and peace was denocracy. Denocracy and conpl ex
i nt erdependence have <contributed to the decrease in
conflicts and the opening of comunications between
previously rival nations. Nations are now less likely to
m sread intentions, while the institutional setting allows
for greater restraints on the use of force to settle a
conflict. Denocratic dyads are three tinmes less likely to
originate mlitarized disputes and thirty tines less likely
to originate interstate war, conpared to other regine

types. 6
This chapter will attenpt to explain that denocracy
and conplex interdependence will continue to provide the

framework for peace and stability in Latin America,
regardl ess of the reintroduction of U S. advance weapons

First the theory of denocratic peace and conpl ex
i nt erdependence will be discussed to provide a foundation
for discussion of the |ater case studies.

The first case study will involve the analysis of the
rivalry between Argentina and Brazil. The period from
1970-1999 will be exam ned because it offers periods of

interaction between both authoritarian and denocratic
regi mes. This will show that denocracies act differently

towards other denocracies and a long-standing rivalry can

6 Musseau, M chael. “Denocracy and Conpronmise in Mlitarized
Interstate Conflict, 1816-1992.” Vol . 42, Issue 2(April, 1998): pp.
212-226.
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be solved peacefully through denocratic cooperation and
i nt er dependence.

The next case study will exanmne the rivalry between
Peru and Ecuador. The tinme period from 1970-1999 wll be
used to examine the relationship between the two countries
and how the regine type played a role in establishing peace
and stability. The denocratic peace theory wll explain
how this recent rivalry was peacefully settled and how the
chances for future mlitarized conflicts are dimnished
because of the spreading of denocracy in the region.
A DEMOCRATI C PEACE

Many scholars have striven to determne the factors
that pronote peace and stability. Real i sts believe that
the external factors of threat of force, power, and
security are the answers; while others propose there is a

nore conplex solution involving the internal politics of a

nati on. Regine type has been the focus of this
expl anat i on. After much research, scholars concluded that
denocraci es al nost never fight each other. If this were a

true statenent, then it would have trenmendous inplications
for future international and regional relations. There are
now greater opportunities to test this theory as nore
countries are becomng denocratic throughout the world.
However, as with all theories, the definition of terms is
i mportant.

There are two inportant terns that have to be defined
for the purposes of the denocratic peace theory, one is
denocracy and the other is war. A denocracy is defined as
a voting franchise for a portion of citizens that
determ nes governnent officials through free and fair
el ections, an executive is either popularly elected or

responsible to an elected legislative body and there is a
8



respect of civil rights, including free political
organi zati on and expression. Lastly, to qualify as a
denocracy a country has to possess and use these criteria

for a mnimum of three years prior to the war.”’

In terms of war, it is defined as a |large-scale
interstate dispute that is organized |ethal violence
categorized by 1,000 battle casualties. The particul ar

nunber of deaths is necessary to elimnate accidents,
unaut hori zed actions by |ocal personnel, actions neant as a
test or assertion of commtnent, and |arge denonstrations
that are not neet with a strong response.38 These terns
provide the foundation for future analysis, but certain
desi gn aspects of denpbcracy enable this theory to work.

The denocratic peace functions under structural and
normative beliefs. Structural ideas are anchored on the
prem ses that denocratic institutions are responsible for
restraining the use of force in a crisis.9 The denocratic
institutions provide a system of check and bal ances that
prevent any branch of governnment from obtaining nore
control over the other branches. Additionally, policy
makers in a denobcracy nust gain approval from other policy
makers and their constituents in order to carry out their
war desires. Both of these structural designs restrain the
use of force in a crisis because it delays mlitary action
and also denonstrates to other nations that there are

constraints on action.10 However, the structural approach

7 Russett, Bruce. Grasping the Denocratic Peace. New Jersey:
Princeton University Press, 1993: pp. 14-15.

8 |bid, p. 12.

9 omen, John M “How Liberalism Produces Denocratic Peace.”
International Security. Vol. 19, Issue 2(Autumm, 1994): p. 90.

10 Russett, pp. 39-40.

9



is not the only way to restrain the use of force in a
denocracy. Normative views also play a part.

Normative views are values created by the denocratic
system The denocratic system synbolizes the liberal ideas

of self-preservation and material well being, regardless of

cultures and beliefs.11 It is these ideas that not only
govern a denocratic nati on, but al so i nfluence
relationships with countries. Nor mati ve ideas of social
di versity, limted governnent, coal i tions, i ndi vi dual

rights, and toleration of dissent by a |oyal opposition all
restrain the use of force.12 Wien denocracies are in
conflict with other denobcracies these norns are effective
because each side understands and operates under the sane
ones. A potential mlitary crisis wll eventually be
resolved through conprom se and cooperation. Denocrati c
norns also pronote interdependence anong denocracies to
achi eve greater security and growt h.
B. COVPLEX | NTERDEPENDENCE

Fundanmental beliefs in a denocratic system allow for

nations to becone closely |inked. Each denocracy offers
ot her denobcracies particular goods, servi ces, noney,
security, people, and communicati on. These rel ationships

of shared goods and services produce interdependent or
nmut ual |y dependent rel ationships when there are reciproca
costly effects for these connections. There are three
essential features to conplex interdependence: multiple
channels, limted role of use of mlitary force, and no

hi erarchy anong i ssues. 13

11 owen, pp. 90-94.
12 Russett, p. 31.

13 Keohane Robert O and Joseph S. Nye. Power and | nt erdependence.
Boston: Little, Brown and Conpany, 1977: pp. 8-9.

10




There are several ways countries my communicate and
establish nultiple channels wth each other. The
government may form connections anong its |ower |evel staff
nmenbers, while sinultaneously having official neetings and
di scussions that are recorded and viewed through the press.
Meetings and communication may also occur through non-
government participants |ike businesses and transnational
corporations. As conmunication increases and political and
econonmic ties beconme stronger, the need for mlitary force
to resolve differences dimnishes.

Mlitary force has fallen from the top priority in

many denocratic nations. | nt er dependence has intertw ned
denocracies on political, economc, and cultural |[evels.
These countries are no longer concerned or rarely

threatened by other denocratic countries with which they
are interdependent. However, the use of mlitary force may
not be disregarded because it still serves a purpose. The
mlitary nmay be used as a bargaining or persuasive tool
At the sanme tinme, if certain events threaten the |ivelihood
of a nation, then the mlitary wll also be used to ensure
the nation’s survivability.

Several issues may be discussed through governnent and
non- gover nment channel s. The issues range from econom cs,

security, population, and ideology, just to nane a few

Since there are many issues that all deserve equa
attention, it is inportant that one issue does not
consistently take priority over the others. This wll

allow for a nore coherent and flexible foreign policy. As

nations are becomng nore connected and have sinlar

11



concerns, the agendas of denocratic governnents are driven
by factors in both the international and donmestic arenas. 14

| nt erdependence does not only apply to the political
arena, but also to the econonmic arena. Oten both

international and donestic events are influenced by the

econony. As nore countries are becom ng interdependent,
changes in economc conditions affect all connect ed
nati ons. When connections becone nore conplex and

integrated they have a tendency to reduce interstate

conflict. The nore open an econony is to accepting foreign
trade and capital flow from others, the less likely a
mlitarized conflict wll result from a conflict in

interests.15 Traditionally, econonmic relationships are nore
conplex than political relations. As history has shown, it
is easier to sever political ties with a country than it is
to sever economc ties. Economic ties do not only affect
the countries involved in the conflict, but they also
affect other countries around the world. Many corporations
are transnational and have interests in nultiple nations
simul taneously, so by severing economc ties there wll be
an unintended ripple affect causing damage in neighboring
countries.1 An inportant economc tie exists in the form
of trade agreenents. Since many political |eaders and
interest groups also have economic interests, trade becones
an integral part of interdependence.

Trade permts goods and services to be exchanged
across international boundaries. These goods and services
benefit both countries by allowing the fulfillnment of

14 1 pid, pp. 24-29.

15 neal, John R and Bruce M Russett. “The Cassical Liberals Wre
Ri ght : Denocr acy, I nt er dependence, and Confli ct, 1950- 1985."
International Studies Quarterly. Vol. 41, Issue 2(June, 1997): p. 288.

16 |bid, p. 270.
12



supply and demand, stable prices, and profits. Trade al so
gi ves businesses and citizens a stake in another country’s
affairs because the political and econom c actions of other
countries affect business. The influential stake in other
countries prevents a mlitarized conflict because it
provides an avenue for comunication, while instability
detracts frominvestnment and future devel opment.1” Fromthe
years 1970-1997 the world wide economc growh nore than
doubl ed, trade quadrupled, and foreign direct investnent
i ncreased by 700 percent. 18

By the results of these figures it would appear that

as the nore integrated and globalized countries are

becoming the nore likely interest groups and political
| eaders wll be to avoid wusing force against another
econom cal ly interdependent nation. It has been shown that

both denocracy and interdependence can be influential in
determ ning peace and stability between nations. So as
traditionally rival nati ons evol ve and assim|late
denocratic and interdependent characteristics is expected
t hat the long-standing conflicts wll be resolved
peaceful |y.
C. ARGENTI NA/ BRAZI L

O all the rivalries in Latin Anerica, the one between
Argentina and Brazil has been the npbst unique because it
was an aggressive pursuit for hegenony that concluded

peaceful ly. This rivalry centered on the struggle to gain

access to valuable resources. However, this was not the
only aspiration each country shared. They also wanted
unchal | enged regi onal hegenony. Argentina and Brazil were

17 Russett, Bruce and John Oneal. Triangul ating Peace. New York:

WW Norton and Conpany, 2001: pp. 129-139.
18 |bid, p. 141.
13



the only two countries in the entire Latin Anerican region
to take on a persistent hegenonic struggle that eventually
was transforned into cooperation and interdependence. 1°

The struggl e between these two countries can be traced
back to the beginnings of Latin Anerican independence. By
the late 1800s Brazil was closely nonitoring Argentine
economc and political activity for signs of aggression.
There was a strong loomng fear in Brazil that Argentina
was secretly trying to isolate them fromthe rest of Latin
Aneri ca. Brazil believed that Argentina was establishing
powerful political and economc relationships based on
previ ous Spanish col oni al ties wth the neighboring
countries of Uruguay, Paraguay, and Bolivia.20 This fear
still existed in the md 1980s. Argentina was also
concerned about Brazilian aspirations for regional power
and novenents towards dom nating economic resources.
Unfortunately, Argentina' s feeling of racial and cultural
superiority fueled the rivalry even nore.2l  Although the
intense rivalry lasted for a long tine, it abruptly cane to
a halt during the late 1970s wunder shaky authoritarian
regi mes because of Argentina’'s brewing crisis with Chile
over the Beagle Channel and Brazil’'s increased political
liberalization.22 This led to the beginning of cooperation
in the 1980s under the auspices of newy elected denocratic
regi nes.

19 Little, p. 592.

20 Hlton, Stanley H  “The Argentine Factor in Twentieth-Century
Brazilian Foreign Policy Strategy.” Political Science Quarterly. Vol
100, Issue 1(Spring, 1985): p. 28.

21 gSelcher, Wayne A “Brazilian-Argentine Relations in the 1980s
From Wary Rivalry to Friendly Conpetition.” Journal of Interamerican
Studies and Wrld Affairs. Vol. 27, |Issue 2(Sumrer, 1985): p. 26.

22 Resende- Santos, Joao. “The Origins of Security Cooperation in the
Sout hern Cone.” Latin Anerican Politics and Society. Vol . 44, |ssue

4(Wnter, 2002).
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Economi cally, both countries were trying to manipul ate
hydroel ectric resources from the La Plata River Basin.
Brazil desired to inprove its regional econom c advantage

with Paraguay and Bolivia while at the sane tine

di m nishing Argentina’s. Brazil dramatically increased
exports to Bolivia from 7.6 mllion in 1970 to 120 mllion
in 1975. Even Brazil’'s Petrobras purchased sixty percent
of Bolivia' s oil exports as well as financed a gasoline
pipeline that would transport oi | between the two
countri es. Trade increased to Paraguay as well. Tr ade
grew from 3 mllion in 1960 to 100 mllion in 1975, but
this was not the only inprovenent. In conjunction wth
Paraguay, Brazil launched a plan for the devel opment of a

hydroel ectric dam |Itaipu, on the Parana River.23 Thi s
provided Brazil with a trenmendous |ead over Argentina in
the regional hegenonic race. In response to Brazil's
devel opnent, Argentina attenpted to develop another dam
Yacireta, with Paraguay down river near Corpus.24 Brazil
and Argentina's dans adversely conpeted with the other and
may have caused potentially treacherous waters further down
river in Argentine territory if an agreement was not
reached.

The agreenment between Brazil and Argentina over the
hydroel ectric dam began while both countries were under
aut horitarian governnents. After failing to gain from a
settlement in the international arena, Argentina initiated
the settlenment directly with Brazil. The driving force
behind this decision was the overwhelmng inportance of

23 Hilton, pp. 46-47.
24 Resende- Sant os, Joao.
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other strategic interests involving Chile and the Beagle
Channel . 25

However, this agreenment cannot be categorized as a
cooperative engagenent, but instead it can be called the
settlement of a conpetition in which Brazil gained the
advant age. In order to classify +this agreenent as
cooperation both countries wuld have conprom sed and
sacrificed a potential advantage for the collective good.
This did not happen. However, the beginnings of
cooperation were pursued in 1986 by the denocratic reginmes
of both countries. The Argentine-Brazilian Integration and
Cooperation Pact (ABEIP) was created to formally end
conpeting economc concerns by wuniting both markets and
reduci ng protectionist neasures. The ultimate goal of this
pact was to bring stability through trade, decrease
dependency on the international mar ket, and increase
growt h. 26

Al though the economc success of the pact was
guestionable, it provided the initial cooperative franmework
that eventually led to the creation of MERCOSUR in 1991.
This common market has contributed to a trenendous anount
of export growth in Latin America and at least forty eight
percent of the exports stayed anong MERCOSUR nenbers. 27
Settlenments and cooperation were not exclusively limted to
econom c issues, but were also for security concerns.

Anot her issue that had simlar results to the hydroelectric

25 Resende- Sant os.

26 Manzetti, Luigi. “Argentine-Brazilian Economic Integration: An
Early Appraisal.” Latin American Research Review. Vol . 25, |Issue
3(1990): pp. 109-115.

27 Hornbeck, J.F. “A Free Trade Area of the Anericas: Toward
Integrating regional Trade Policies.” Politics and Economics of Latin
America. Ed. Frank H Col unbus. New York: Nova Science, 2001. p.188.
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dam dispute was the conpetition for nuclear power
devel opnent .

Both Argentina and Brazil aspired to becone a nuclear
power . In 1968 both countries pulled out of the Nuclear
Non-Proliferation Treaty (NPT) and ignored the Treaty of
Tl at el ol co. The ignoring and rejecting both treaties
allowed the race for nuclear developnment to begin.

Argentina believed nuclear power was the only way to gain

t he hegenoni c advant age over Brazil . Initiallly,
Argentina’s nucl ear capability expanded W th t he
devel opnent of the natural urani um reactors, whi ch

potentially were nore useful than the enriched uranium
counterparts. 28 However, by 1975 Brazil entered into a
contract with West Germany providing it with full-cycle and
enri ched urani um technol ogy. 29

In 1976, both countries determ ned that they both were
capable and viable nuclear powers. However, the sane
outside strategic problem the Beagle Channel dispute with
Chi | e, also plagued the <continuation of Argentina s
successful nucl ear program Again Argentina initiated a
settl enent with Brazi | regarding the control and
devel opnent of nuclear energy in the region because the
authoritarian regi me sensed t hat its power was
deteriorating at hone and abroad. In 1980, an accord was
created to collaborate any future nuclear technol ogical
devel opnents over a ten-year period and sales of materials
and equi pnent . 30 The accord did not halt the race for
nucl ear devel opnent, but opened the door for future

28 Hilton, p. 35
29 Resende- Sant os.
30 | bi d.
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agreenents and cooperation to place restraints on both
nucl ear prograns.

The loss in the war for the Falkland Islands agai nst
Great Britain and the settlenment of the Beagle Channel
dispute with Chile greatly contributed to the redirection
of Argentine foreign policy in the early 1980s. The fal
of the authoritarian regine in Argentina in 1983 and in
Brazil in 1985 encouraged the devel opnment of cooperation on
the nucl ear issue because the ideol ogies changed with the
passi ng of regines.

Now relations were viewed through integration and
i nterdependence instead of conpetition and conflict.
Argentina also realized that it could no | onger conpete on
the same scale as Brazil. Brazil had becone the eighth
| argest econony with a population of 120 mllion people,
while Argentina only had 30 mllion people.31 So the only
way for Argentina to still hold on to sone power in the
region was to cone to a cooperative agreenent wth its
nei ghbor, Brazil. In 1985 a Joint Declaration on Nuclear
Policy was signed and |l ater the Argentina-Brazil Agency for
the Accountability and Control of Nuclear Materials (ABACC)
was devel oped to nmonitor and control nuclear materials. By
1995, Argentina agreed to sign the NPT and Brazil followed
suit in 1998. The rivalry between Argentina and Brazil
ultimately concluded with cooperation and interdependence,
denocratic peace did not play a role in determning the
outcone. However, the rivalry between Peru and Ecuador did
erupt into a mlitarized conflict of nore than words and
the denocratic peace theory has nore power to explain the

return of peace in this case.

31 Hlton, p. 51.
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D. PERU/ ECUADOR

The conflict between Peru and Ecuador has been the
| ongest standing border dispute in Latin Anmerica. The
di spute spans over a hundred-year period, which includes
several attenpts to resolve the «crisis through both
mlitary and peaceful neans. The disputed area has little
to do with any strategic or economc inportance. | nst ead
Peru and Ecuador view this issue through nationalistic
terns.

Ecuador insists it has a sovereign right to the
territory, while Peru considers the territory in question
its own. Peru justifies its claimciting the R o Protocol
of 1941 and the Braz Dias de Aguiar arbitral award of 1945
as the official settlenments regarding the disputed
territory. However, Ecuador maintains the treaty was
signed under duress and was difficult to execute due to
geographic anomal i es. The anonalies resulted from an
uncharted river and nountain spur in the Cordillera del
Condor and Cenepa River area. Since 1946, when the
anormalies were discovered, mlitarized conflicts have
occurred in that area until 1998. Unfortunately, Ecuador’s
position is viewed as the weaker of the two because the R o
protocol is a legally binding international |aw. 32

The continuing dispute between Peru and Ecuador was
apparent because several skirm shes occurred between the
years of 1977 and 1998. During these skirm shes, each
country had either an authoritarian or a denocratic regine
and a preponderance of mlitary power. A crisis occurred

in 1978 regarding the border while both governnments were

32 palmer, David Scott. “Per u- Ecuador Border Conflict: M ssed
Qpportunities, Msplaced Nationalism and Miltilateral Peacekeeping.”
Journal of Interamerican Studies and Wrld Affairs. Vol . 39, |Issue

3(Autum, 1997): pp. 109-111.
19



experiencing a transition to denocracy after several years

of mlitary rule. Ecuador held elections in 1978, which
marked the return of civilians to power. The new
gover nment , headed by Pr esi dent Rol dos, reaf firnmed
Ecuador’s stanch position on the border issue. However,

Peru mai ntai ned the preponderance of mlitary power and the
skirm sh did not escalate. The Paqui sha |ncident erupted
in 1981 because Ecuador built mlitary outposts in the
di sputed territory. This action provoked a Peruvian
response, but was soon settled by other Latin Anerican
nations acting as arbiters. Al t hough both countries were
denocracies during the event, the total battle deaths
aver aged around 200. 33

Tensions erupted again in 1991 when Peruvian forces
penetrated the disputed border in the area of Pachacutec.
Crisis was averted again when the two denocratic
governnents agreed to talk to establish a neutral security
zone. These tal ks were possible because President Fujinori
of Peru desired to resolve the conflicts w th neighboring
countries. Since Peru was experiencing bad economic tines,
President Fujinori tried to nmake it appear that Peru was
nore interested in economc openness and stability than
waging mlitarized conflicts.34 However, President Fujinori
woul d not maintain his political desires for nmuch | onger.

By 1992 the political climte had changed in Peru.
President Fujinori dissolved the congress and suspended the
constitution in an autogol pe that year. This political

nove gave rise to an increase in mlitary influence

33 Mares, David R Violent Peace: Mlitarized Interstate Bargaining
in Latin America. New York: Colunbia University Press, 2001: pp. 166-
167.

34 Herz Monica and Joao Pontes Norgueira. Ecuador vs. Peru. London:
Lynne Ri enner Publishers, 2002: p. 74.
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t hroughout the country. This was seen as necessary to
conbat the rapidly growing internal guerrilla conflict.
Unfortunately, the rise in mlitary influence also aided in
ant agoni zing the border issue. The authoritarian style
government changed its views on how to handle foreign
policy. Previously, President Fujinori was nore willing to
negotiate wth Ecuador over the border issue, but the
recent autogolpe altered his view by fully supporting the
provisions of the Rio Protocol.35> These political changed
conbined with troop novenments along the border sparked a
renewal of fighting between Peru and Ecuador in January
1995.

Fighting started in the disputed area when Ecuadorian
troops attenpted to renove Peruvian forces from Base Norte
| ocated near the Cenepa River. Ecuador had increased its
force strength in the disputed region since the |ast
skirmsh in 1991. In the end, the conflict l|asted just
over five weeks and has been the worst fighting since the
1941 war. Deaths on both sides have been estimated at over
1,000, but nmuch lower figures of 100 to 300 have al so been
reported. Peru lost nine aircraft, while both countries
expended roughly $500 mllion conmbined on mlitary
oper ati ons. 36 Ecuador appeared to be the victor and a
cease-fire was enact ed. However, the negotiations did not
go as planned and it took three vyears to develop a
successful settlenent. In 1998, after a mnor flare-up of
tensions, six bilateral accords were created. These
agreenents essentially demarcated the border, while making

it flexible enough to satisfy both countries desires.

35 | bid, p. 79.
36 pal mer, p. 119.
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However, it was not wuntil 1999 that the accords were
finalized and signed. 37

The | atest outbreak of hostilities in 1995 rai sed many
guestions over the potential instability of Latin America.
Dependi ng on sone casualty reports, the Cenepa conflict has
been classified as a war according to the denocratic peace
theory and a majority of the international comunity. Sone
experts believe this conflict is the first exanple of a war
bet ween two denocracies, but the political scenario offers
a different perspective.

Ecuador was considered a denocracy even though the
political clinmate was under trenmendous stress. Pr esi dent
Ballen had mnimal control the mlitary, which prevented
di plomatic solutions from settling the conflict. For the
next three years, Ecuador went through three different
presi dents. However, the denocratic institutions remined
in place throughout the entire period of instability. In
Peru it was different. President Fujinori had been in
power since 1990. On a personal level, he brought
experience and continuity to the border issue for Peru.
However, on the political |evel he conpletely changed the
denocratic institutions of the country. After 1992, it is
guestionabl e whether denocracy remained in Peru. The
changes to the constitution benefited President Fujinori
and his authoritarian style policies. This caused many of
the people’s rights and civil liberties to be revoked to
aid the fight against the insurgent guerillas. Based on
the Polity Scale, Peru received a +2 during the years
surrounding the 1995 conflict. This nade Peru an anocratic

state, a mxture between a denocratic and authoritarian

37 Herz, pp. 59-61.
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governnent .38 Since Ecuador was considered a denobcracy and
Peru was an authoritarian regime msked by denocratic
tendencies, the Cenepa War in 1995 failed to disprove the
denocrati c peace theory.
E. CHAPTER SUMVARY

Latin Anerica has been a region plagued by conflict
over the years. These disputes have contributed to
instability and a lack of investor confidence that has had
an adverse affect on political relations and economc
gr ow h. It is inmportant to understand how these rivalries
and conflicts were created, while at the sanme tine to
understand how they can be prevented in the future. The
conflicts and rivalries in the region can be categorized

into three groups, ideological, territory and resources,
and hegenoni c. Wiile these are all inportant, territory
and resources, and hegenmonic rivalries provide the

fundanental principles in understanding conflict in the
regi on. By understanding the root causes of conflict, it
will be easier to find a way to prevent them from occurring
in the future.

Denocracy and conplex interdependence have greatly
contributed to the decrease in conflicts and the opening of
comuni cat i ons bet ween previ ously rival nati ons.
Denocratic nations are less likely to misinterpret
intentions because they share comon normative and
structural conponents. The normative conponents are ideas
and beliefs founded on the [Iiberal view of self-
preservation and material well being regardless of cultures
and beliefs. The structural conmponent ensures there are
common checks and restraints placed on the systemto limt

the use of force in a conflicting situation. The Peru and
38 Russett and Oneal, p. 48.
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Ecuador case study illustrates how denocraci es have never
gone to war with each other. During the tinme when there
was a non-denocratic regime involved, the outconme was war.
So while these two countries remain denocracies, the
prospects for future war are mnimal, no matter how many
new weapon systens or troops either country obtains.

Compl ex interdependence offers another reason for the
| ack of future conflicts in Latin America. |Interdependence
ensures that the reciprocal exchange of goods and services
comes at a cost to both parties involved. When both
parties shoulder and accept the involved costs, it
encourages the opening of multiple comunication channels,
a nmore limted role for the use of mlitary force, and no
hierarchy to be established anpbng issues. These key
el ements of interdependence ensure that there will be too
much at stake to risk the wuse of force to settle a
di sagr eenent. The rivalry between Argentina and Brazil
offers an exanple of how interdependence settled a |ong-
standing race for regional hegenony. The cooperative
measures both countries nmade to resolve their hegenonic
aspirations in the attainment of hydroelectric power and
nucl ear energy ensured a long |asting peace that remains to
this day. Although initial settlenents were nmade under the
auspices of authoritarian regines, it was eventually
denocracy that solidified the cooperative resolution that
forced each country to ultimately rely on the other for its

future prosperity.
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I'11. ECONOM C DETERM NANTS TO DEFENSE EXPENDI TURES

For the last three decades, Latin Anerica has been
purchasing arns from suppliers around the world. Many
policy makers and scholars assuned that when the arm sal es
ban was placed on the region in 1977 that the |level of arns
pur chases would slow down, but in fact they did not. By
the tine the ban was Ilifted in 1997, an old argunent
resurfaced about the future of Latin Anmerican arns
pur chases. The belief was that a sudden rush to purchase
arms would occur, effectively initiating an arns race in
the region. The build-up of advanced weapons would
potentially threaten to reintroduce a powerfully politica
mlitary into the young and thriving denobcratic nations.
| f these authoritarian governnments were to return to power
then the stability of the region would be in jeopardy.

As seen in the past, an arnms race has several negative
effects. These negative effects are not only echoed on the
international level, but also felt on the donestic |evel
The donmestic level has the nost to lose from an arns race.
As the nations race to purchase nore advanced weapons to
mai ntain an advantage over its rival, the increase in the
required funds has to be supplied from sonewhere. Pol i cy
makers have to nmke an economc choice on the donestic
| evel to whether they wll continue to expand the
mlitary s budget and purchase weapons to support the arns
race or use that noney to fund other prograns. The ot her
progranms that wusually get sacrificed for an increase in
mlitary spending are social prograns. Many of these

social prograns include education, health, and welfare. 39

39 Russett, Bruce M “Wo Pays for Defense?” The American Political
Sci ence Revi ew. Vol 63, Issue 2(June, 1969): p. 420. JSTOR Dudl ey
Knox Lib, Mnterey, CA http://ww. JSTOR com July 28, 2003.
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These prograns are inportant to Latin America s future
devel opnent domestic politics. Over the last decade, the
region’s poverty |level has remained unchanged at thirty-six
per cent . Additionally, the anobunt of extreme poverty has
increased, «clinbing to sixteen percent in 1997 from
thirteen percent in 1987.40 As the mlitary’s budget
expands their influence grows institutionally in the
gover nment . By the tine the governnment has m snmanaged,

under funded, and failed to inprove the social structure

the powerful mlitary has decided to take over and
alleviate the governnent. To prevent the return of the
mlitary coups of the 1960s-1970s, it 1is essential to
under stand the econom cs behind an arns race.

By analyzing the key variables to an arnms race, a
predi ctable solution can be devel oped to prevent them from
occurring in the future. Some have concluded that the
reginme type of a nation is the nost responsible for the
kinds and the anmounts of arnms purchased. O hers have
believed that the accountability should be placed on the
foreign policy of the arns selling nation. However,
anot her  just as inportant variable to consider IS
econom cs. Economcs determne the quality and quantity of
weapon systens and the ability of a nation to afford the
purchase. Utimtely, the question of whether an arns race
is occurring in Latin America today cannot be fully
answered w thout conprehending the economic aspect of the

i ssue.

40 |ejpziger, Danny M “The Unfinished Poverty Agenda: Wy Latin
America and the Caribbean Lag Behind.” Finance and Devel opnent. Vol .
38, No. 1( Mar ch, 2001).
http://wwv. inf.org/external/pubs/ft/fandd/ 2001/ 03/ 1 ei pzi ge. ht m Novenber
10, 2001.
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Many of the arms-building nodels of the 1960s focused
on the study of arms races. As the tines have changed so
have the methods. Recently researchers have shifted their
attention from arnms races towards arnms expenditures. Not
only did the focus shift, but also the explanations have
changed from an action-reaction process to a donestic
process. 4l An analysis of the donestic process should begin
with the defense budget. The understanding of the econom c
determ nants of defense expenditures will ultimtely help
anal ysts predict and determne whether an arns race is
occurring in Latin Amrerica today.

This chapter will exam ne the hypothesis that changes
in the economic condition of the country determ ne defense
expendi t ur es. The dependent variable wll be the Ievel of
mlitary expenditures, while the independent variable to
explain this hypothesis wll be Goss National Product
(GNP) over tine. The national inconme is inportant because
it provides the country with the ability to successfully
fund its mlitary expenditures.42 This hypothesis wll be
used to explain whether the lifting of the arns sales ban
in 1997 has initiated an arns race in the region. Al though

economcs wll not be the only factor in making the arns
race decision, it wll greatly contribute. This chapter
will initially establish what are the various argunents

regarding the rel ationship between defense spending and the
econony and apply themto Latin Anerica as a region. Thi s

41 Mol |, Kendall D. and Gregory M Luebbert. “Arms Race and Mlitary

Expendi ture Models: A Review.” The Journal of Conflict Resolution.
Vol . 24, |ssue 1(March, 1980): p. 161.

42 |Looney, Robert E. “Internal and External Factors in Effecting
Third World MIlitary Expenditures.” Journal of Peace Research. Vol

26, Issue 1(February, 1989): p. 38.
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will provide the necessary theoretical framework to conduct
a nore detailed analysis of the two particul ar dyads.

The first case study wll involve the dyad of
Argentina and Brazil. These two countries have been
sel ected because of their long-standing traditional rivalry
involving arns buil d-ups. An in depth analysis of the
i ndi vi dual defense budgets <conpared to GNP wll be
eval uated over the tinme period from 1970-1999 to determ ne
a relationshinp. Addi tionally, the defense expenditures of
these two countries will be conpared against each other to

determ ne a reactionary rival relationship.

The next case study will involve the dyad of Peru and
Ecuador . This dyad was chosen based on their traditiona
rivalry and nost recent conflicts. Anal ysis of the
i ndi vi dual defense expenditures conpared to GNP w il be

analyzed to determine a causal relati onship between
spending and the econony. Additionally, the defense
expenditures of these two countries wll be conpared
against each other to determne a reactionary riva
rel ati onship.
A THEORETI CAL VI EW

There are several econonmic variables that play a role
in determning defense spending. These include external
debt, the <cost of hyperinflation, and the Ilevel of
nonm litary spending43, overall GDP constraint, and fisca
funding (primarily governnent expenditures and governnent

revenues)44 just to name a few. All of these variables have

43 Lebovic, Janmes H. “Spending Priorities and Denocratic Rule in
Latin Anerica.” The Journal of Conflict Resolution. Vol . 45, Issue
4( August, 2001). ProQuest. Dudley Knox Lib, Mnterey, CA 06 Feb 2003
http://proquest.um.comJuly 3, 2003.

44 Looney, Robert E. and Peter C. Frederiksen. “The Effect of
Declining Mlitary Influence on Defense Budgets in Latin Anerica.”
Armed Forces and Society. Vol 26, Issue 3(Spring 2000): p. 438.
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the potential to either drive or be driven by defense
spendi ng. There is an on-going debate anbng scholars on
whet her economic growh determnes mlitary expenditures or
whether mlitary expenditures determ ne economc growh.
Al though neither viewpoint is absolutely correct, it is
i nportant to understand both argunents.

The initial study conducted by Emile Benoit determ ned
that defense prograns encouraged econom c grow h. The
defense progranms that encouraged growh were technical
education, health care, and housing to mlitary nmenbers.
The study concluded that not only were these prograns
desirable and valuable to the mlitary, but also provided
benefits to the civilian sector.4> The technical skills
mlitary nenbers obtain during service are transferable to
the civilian sector. These highly trained personnel cone
to the civilian sector free of charge, so ultimately noney
is saved. Another area in which mlitary spending
positively affects the econony is through the financing of
heavy industry. I ndustrial developnent is an inportant
part of the defense expenditures. Many of the newy
devel oped technologies created by the mlitary get used in
the civilian sector. Sone of these technol ogies include
air transportation, nuclear power, fiber optics, radar, and
space technol ogies.46 Although they initially divert funds
away from the nonmlitary expenditures, they are ultimtely
repatriated to the civilian sector. However, not al
econom sts believe mlitary spending positively affects
econoni ¢ grow h.

45 Heo, Wk. The Political Econony of Defense Spending Around the
World. Lew ston: Edwin Mellen Press, 1999: pp. 5-6.

46 |pid, p. 33.
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O her scholars argue that there is a negative
rel ati onship between the defense spending and growth that
mani fests itself in the formof a “Guns vs. Butter” trade-
of f. An increase in defense expenditures often results in
an increase in the balance of paynents debt. This is
because some exports have to be diverted to internal demand
and the resulting foreign exchange is |ost. | mports
typically rise due to mlitary equi pnment and weapon system
needs. Wile these inports are good for the mlitary, they
are non-consunable itens that do not contribute to naking
profitable growth.4” Another area that potentially suffers
due to increased mlitary spending is education and health.
These social prograns are essential to economc grow h.
The countries that have the nost evidence of this trade-off

are those that are resource constrained. These countries
have very Ilittle fiscal flexibility with the national
budget . So when defense expenditures increase the noney

has to be diverted from other areas whether it is through
taxation or debt accruing |oans. The mlitary does
contribute to human-capital growth, but the learned skills
are limted to defense sector applications. These limted
skills fail to generate growth spillovers to the civilian
sector. 48

On the other side of the debate lie the scholars that
believe economc growmh determ nes defense expenditures.
The argunment is fundanentally sinple, when the econony is
performng poorly; mlitary spending is reduced to aid the
other failing sectors of the econony. Addi tionally, when

47 Russett, p. 418.

48 Ram Rati. “Conceptual Linkages Between Defense Spending and
Economi ¢ G owth and Devel opnent: A Sel ective Review ” Defense Spending
and Economic G ow h. Eds. Janes E. Payne and Anandi P. Sahu. San
Franci sco: Westview Press, 1993: p. 23.
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the governnents are denocratic, fiscal crises often place
pressure on the governnent to reduce defense spending to
appease the constituency, repay external debt, and regain
econonmi ¢ grow h. 49 The mlitary is the first sector to
undergo budget cuts during a fiscal crisis because it is
seen as a “superior good” to many countries. The “superior
good” is a luxury item and not a necessity, so when there
is negative economc growh then the mlitary expenditures
decrease.0 \While no one variable is nore responsible for
determining mlitary expenditures, the followng tw case
studies will be analyzed to determne if economc growh,
ei t her positive or negati ve, i nfluences mlitary
expendi t ur es.
B. ARGENTI NA/ BRAZI L

Argentina and Brazi | have traditionally been
considered the |eading economic countries not only in the
Sout hern Cone, but also in Latin America. There has been a
| ong-standing rivalry between the two countries that has
led to conpeting economic and mlitary policies. Wet her
the conpetition involved nuclear weapons, arns exports, or
energy, in the long run these countries have benefited from
this rivalry through econonmc growth and devel opnment. From
the early 1970s through 1999 Argentina and Brazil have seen
an overall steady growth in GN\P. Economic growth has al so

permtted greater flexibility in mlitary expenditures.

49 Franko, Patrice. “De Facto Demlitarization: Budget-Driven
Downsizing in Latin Anmerica.” Journal of Interanerican Studies and
World Affairs. Vol 36, Issue 1(Spring, 1994): pp. 41-42.

50 Hewitt, Daniel P. “What Determines Mlitary Expenditures.”

Fi nance and Devel opnent. Vol 28, |ssue 4(Decenber, 1991). ProQuest .
Dudl ey Knox Lib, Mnterey, CA. 06 Feb 2003 http://proquest.um.com July
28, 2003.
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Figure 1. Brazil’'s Expenditures
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Figure 1 represents Brazil’s GNP and mlitary
expenditures from 1970-1999. 51 As seen in this figure,
mlitary expenditures have remained relatively constant and
uni nfl uenced by any increases or decreases to G\P. Duri ng
the overall debt crisis in Latin America in the early
1980s, Brazil’'s mlitary expenditures renained steady.
After the Tequila shock in Mexico in 1994, GNP and mlitary
expenditures rose slightly. For the nost part, mlitary
expenditures have risen slightly over the twenty-year span,
but not to the sanme proportion as GNP Based on these
results, it would appear that Brazil has a l|long-term and
consi stent expenditure goal for the mlitary, which has

been less than two percent of GNP.52 The long-term goal is

51 To nore accurately depict the relationship to GNP the military
expenditure data was nultiplied by 10. From USACDA WVEAT.

52 United States Arms Control and Disarmament Agency, World Mlitary
Expenditures and Arns Transfers, (Washington, D.C.: US. Arms Control
and Di sarmanment Agency annual issues)
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reflected by the return to a constant level of mlitary
expenditures regardless of econonmc grow h. A long-term
expenditure goal nakes it easier for a rival country to
predict future expenditures.® This will pacify any threats
a rival country may believe exists based on known mlitary
expendi t ur es. On the other hand, Argentina s experience
has been different.

Al t hough Argentina has experienced simlar econonic
growh and hardships, its defense expenditures and GNP
grow h have appeared to respond differently than Brazil.
Fi gure 2 represents Argentina’s G\P  and mlitary
expendi tures from 1970-1999. 54

Fi gure 2. Argentina s Expenditures
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Overall, GNP has seen growh over the twenty-ear
period for Argentina. Based on Figure 2, mlitary
expenditures increased in 1976 and renmined on a steady
increase wuntil 1982. In 1982, there was a dramatic

53 Looney, Robert E. and Peter C. Frederiksen p. 447.

54 To nore accurately depict the relationship to GNP, the mlitary
expenditure data was multiplied by 10. From USACDA WVEAT.
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increase in mlitary expenditures followed by a steady
decline for the remaining years. During these periods the
increase in mlitary expenditures were not correlated to
the increase in GNP. As seen in 1982 there was actually a
decrease in GNP, nore than likely due to the debt crisis
that hit Latin Anerica. However, the increase in mlitary
expenditures during that year was nore probably contributed
to factors other than economics. >

Another dramatic difference between GNP and mlitary
expenditures occurs in 1991. Mlitary expenditures decline
and then level out, while GNP growth soars. It appears
that Argentina lacks a long-term expenditure goal simlar
to Brazil. The mlitary budget seens to be driven by
short-term isolated non-econom c shocks on the systenpS,
like ext er nal security and gover nment regi me

consi derations.® Therefore econom c growmh does not drive

mlitary expenditures 1in Argentina s case. Al t hough
Argentina and Brazil have had different relationships
between their GNP and mlitary expenditures, it is

inportant to determne whether this was an isolated
relationship or whether economcs determned mlitary
expenditures in other countries in Latin America.
C. PERU/ ECUADOR

Peru and Ecuador have had a history of instability
stenming from the disagreenent over a comon border and
access to the Amazon. Periodically both of these countries

have decided to nilitarize and settle their disagreenent

S5 During this period Argentina’'s mlitary government was preparing
for war with Great Britain over the Fal kl and I sl ands.

56 Looney and Frederiksen, pp. 446-447.

57 Argentina has struggled with military and civilian regine
instability and external security concerns in the Beagle Channel and
Fal kl and 1| sl ands.
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through the wuse of force. Peru and Ecuador are both
consi dered anobng the poorer countries in South Anmerica,
especially conpared to Argentina and Brazil. Their overal
GNP per capita averages |less than 1,500 dollars conpared to
Argentina and Brazil, which have been consistently twce
t hat anount . 58

Fi gure 3. Peru’ s Expenditures
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Fi gure 3 represents Peru’s GNP  and mlitary

expendi tures from 1970-1999.5 Peru's GNP grow h has shown

an overall increase throughout while declining during tine
of economic crisis in 1982 and 1989. GNP appears to
closely lag behind mlitary expenditures. This would

initially prove that mlitary expenditures are relatively
i ndependent of GNP grow h. The increases in mnmlitary
expenditures in the years 1976, 1986, and 1992 appear to be

entirely attributed to another factor other than economc

58 United States Arnms Control and Disarmament Agency, Wrld Mlitary
Expenditures and Arns Transfers, (Washington, D.C.: US. Arns Control
and Di sarmanment Agency annual issues)

59 To nore accurately depict the relationship to GNP the military
expenditure data was multiplied by 10. From USACDA WVEAT.
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gr owt h. It just so happens that in all of those years
tensions flared between Peru and Ecuador over the disputed
territory in the Amazon.

Ecuador is the snmaller of the two countries and is
nore constrained by resources than Peru. Ecuador’ s
mlitary has responded to the Peruvian threat and has al so
desired to gain a tactical advantage over the sheer nunber
of Peruvian forces to end the on-going territorial dispute.
Figure 4 represents Ecuador’s GNP and mlitary expenditures
from 1970- 1999. 60

Fi gure 4. Ecuador’ s Expenditures
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Like the other countries, Ecuador has also experienced a
consistent growmh in GNP of the twenty years. However,
unlike the others, Ecuador’s growh can also be attributed
toits oil resources.

Mlitary expenditures have not grown wth the sane
steadiness as the GN\P. Ecuador’s mlitary expenditures
appear to have nore long-term goal orientation conpared to

60 To nore accurately depict the relationship to GNP, the military
expenditure data was multiplied by 10. From USACDA WVEAT.
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the inconsistency of Peru’ s expenditures. Ecuador has
spent on the average 2-3 percent of its GNP on defense,
while Peru has fluctuated between two and seven percent. 61
Since both countries have nilitarized over the disputed
territory it would be expected that the mlitary
expenditures in Figure 3 and Figure 4 would resenble each
ot her, but they do not.

Ecuador’s mlitary has a slight advantage over Peru’s
mlitary because they used to receive a percentage of the
country’s oil revenues. Since the 1970s, the mlitary has
recei ved a per cent age of t he oi | revenues from
Pet roecuador. % These revenues have allowed the Ecuadorian
mlitary to maintain nore constant expenditures than Peru
because at l|least a portion of the annual budget was al ways
guar ant eed. Wen these revenues disappear, it is expected
that Ecuador’s mlitary expenditures are to becone nore
susceptible to short-term shocks such as Peru and Argentina
have experienced in the past.

D. CHAPTER SUMVARY

The theories of econonmic growh and mlitary
expenditures are divided into two groups. The first group
being that mlitary expenditures determ ne econom c grow h.
The second states that economic growh determnes military
expendi t ur es. However, in the analysis of the two dyad
cases nei t her of t hese t heori es was conpl etely
substantiated. Two different results were fornul at ed.

It was determned that Brazil had a l|ong-term and

consi stent expenditure goal for the mlitary. Even though

61 United States Arns Control and Disarmament Agency, World Mlitary
Expenditures and Arns Transfers, (Washington, D.C.: US. Arns Control
and Di sarmanment Agency annual issues)

62 Rother, Larry. “Ecuador Decides to Wan Mlitary from O
Ri ches.” New York Tines. December 22, 2000. ProQuest. Dudl ey Knox
Lib, Monterey, CA. 06 Feb 2003 http://proquest.um .comJuly 03, 2003.
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there was an intense rivalry between Argentina and an
overall growh in GNP throughout the time period, mlitary
expenditures renmined constant. As for Argentina the
outcone presented a slightly different result.

Argentina |acked a long-term expenditure goal. The
mlitary budget was driven by short-term isolated non-
econonm ¢ shocks on the system These shocks were in part
from the external security concerns over Brazil as well as
the change in governnent reginmes between civilian and
mlitary during the tinme period. Simlar patterns wth
Brazil and Argentina were also seen with Peru and Ecuador.

Peru's GNP and mlitary expenditure relationship was
also influenced by short-term shocks. VWile there were
changes to GNP during periods of economic crisis, mlitary
expendi tures appeared to be relatively independent of G\P
gr ow h. In 1976, 1986, and 1992 the increase in mlitary
expenditures could be attributed to the flared border
tensions with Ecuador.

Ecuador’s mlitary expenditures appeared to mrror the
Brazilian nodel . Thr oughout t he peri od, mlitary
expenditures remained relatively constant. This showed
t hat Ecuador had a reason for a long-term expenditure goal
However, the long-term expenditure goal in Ecuador was
influenced by receipt of yearly oil revenues. These
revenues permtted the Ecuadorian mlitary to maintain nore
constant expenditures because a portion of their annual

budget was guar ant eed.
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V. U S ARM SALES POLI CY TO LATI N AMERI CA

The debate over the inpact of U S armsales to Latin
Anerica on reginmes in the region has been ongoing since the
1960s. Since the end of the Second Wrld War, the United
States has sold advanced weaponry to Latin Anerica. The
t remendous surplus of weapons after the war and the fear of
Soviet influence both encouraged the United States to
increase its sales to Latin Anerica. By the 1960s nuch of
the initial wave of weapons sold had beconme out-of-date or
not functional, so Latin Anerican countries |ooked to
purchase needed upgrades and newer technol ogies. The
growi ng apprehension of Soviet influence in Latin Anerica
was further reinforced by the success of Fidel Castro's
Cuban revol ution. The support Castro received from the
Soviet Union pronpted U S policy nmakers to increase the
sales of arnms to the region.

In the 1970s, sever al Latin American nations
experienced a wave of particularly brutal mlitary coups
and di ctatorshi ps. Chile’'s coup in 1973 by Ceneral Agusto
Pi nochet was one of the nobst inportant cases that incited
the United States to reconsider its arm sales policy
towards Latin Anerica. In 1977, due to many human rights
abuses by Latin Anerican mlitary governnments, the United
States banned the sales of advanced weapon systens to Latin
America. Despite the wave of denocratization that occurred
across the region in the 1980s, the ban renained in effect
until President dinton lifted it in 1997 again sparking
debate over the wisdomof U S. arnms sales to Latin Anmerica.

Al t hough recently all countries previously governed by
mlitary di ct at or shi ps have ret urned to civilian

governments and their econom es have becone nore |iberal
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political and economic crisis still domnate the agenda.
Many of the denbcracies are young and have not fully
consolidated, which calls into question the stability of
their civil-mlitary relations. Most border disputes
between nations have been settled, but new security
concerns such as drug trafficking, growing poverty, and
armed insurgencies have the potential to disrupt the good
civil-mlitary relationship in these countries. 63

The reintroduction of U S. advanced arm sales to Latin
America has the prospect of altering the fragile security
bal ance. It is inportant for policy makers to understand
the inplications of their policies in Latin Anmerica.
Traditionally purchasing advanced arnms have affected Latin
Anrerica by increasing defense spending and spurring
conpetition between rival neighbors leading to an arns
race. However, this has not always been the case.

The recent lifting of the advanced arm sales ban by
President Cinton has ignited another debate anong policy
makers, defense industry, and scholars over whether lifting
the ban was a sound foreign policy decision by the dinton
Adm ni stration. Many scholars believe this decision wll
instigate a regional arns race, while others contend this

will be good for the U S. econony and will reintroduce much
needed U S. mlitary influence in the region. O hers
beli eve governnents wll choose to spend their noney on

unnecessary mlitary weapons instead of wutilizing it to
all eviate growi ng social concerns. As the debate ensues,
an overarching question still remains to be answered. Are

these argunents by policy makers, defense industry, and

63 Desch, Mchael C. “The Changing International Environnent and
Cvil-Mlitary Relations in Post-Cold War Southern Latin Anerica.”
Fault Lines of Denocracy in Post-transition Latin Anerica. Eds. Felipe
Aguero and Jeffrey Stark. Mani: North South, 1998: p. 324.
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scholars regarding the lifting of the arns sales ban to
Latin Anmerica accurate? | argue that the U S. political
decision to |lift the arm sales ban to Latin America was

sound and as seen over the |ast several years, the lifting

of the ban wIll not have the effect that the critics
predict.
This chapter will analyze three separate tinme periods

of weapon sales to Latin Anerica in order to understand the
benefits and the ramfications of lifting the U S. ban on
arnms sal es. The first period analyzed will be 1960-1977.
Advanced weapon sales increased to Latin America during
this tinme as a result of U S foreign policy decisions.
The N xon Doctrine will be analyzed to determ ne sonme of
the reasons that nmay have contributed to an arnms race
during the 1960s and 1970s. Pr esi dent Carter’s
Presidential Directive #13 that banned the sale of U S.
advanced weapons systens to Latin Anerica wll also be
anal yzed to show what drove the United States to change its
policy.

The second period analyzed will be 1977-1997. It wll
describe President Reagan’s shift in policy towards arm
sales to Latin Anmerica while the ban was in effect.
Aircraft sales to the region will be analyzed to see if the
ban was effective in keeping advanced aircraft out of Latin
Aneri ca. Also the reasons that contributed to President
Clinton’s issuing of the Presidential Decision Directive
#34, which lifted the ban, will be shown.

The third period analyzed wll be 1997-2002. Thi s
time period was when the ban was lifted. The argunents for
and against |ifting the advanced weapons ban wll be

anal yzed. These argunents will also show how accurate they
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were in predicting what is actually happening in Latin
Aneri ca today.
A 1960- 1977

The 1960s and 1970s were years of change and
uncertainty for Latin American nations. It was the height
of the Cold War and the United States was dealing with the
antagoni stic Soviet Union in a bipolar international world.
Foreign mlitary sales to Latin America began after Wrld

Var | 1. The United States, in an attenpt to maintain its
regi onal hegenonic  power, sold its surplus mlitary
hardware to Latin Anerica at cost. Thi s hardware included

P-47Ds, B-25Js, and other types of mlitary aircraft.®64
During this tinme the United States experienced an increase
in conpetition from European powers. Latin American
countries also |ooked towards Europe to provide them
another outlet for purchasing mlitary arns. This greatly
concerned U S. policy nakers because European arm sales to
Latin Anerica were seen as a threat to U S. hegenonic
stability.

By the early 1960s, the United States was grow ng
uneasy with the situation in Latin Anmerica. The success of
Fidel Castro in the Cuban Revolution worried the United
States because of Castro’'s affiliation with the Soviet
Uni on. Once again, US. hegenony in the region was
chal | enged. To counter the challenge, the United States
increased aid to the region through conventional weapon
sal es. 65 Many of the weapon systens sold to Latin Anerica

after World War |1 were aging and becoming less reliable.

64 Kaplan, Stephen S. “U.S. Arns transfers to Latin Anerica, 1945-
1974: Rat i onal Strategy, Bur eaucratic Politics, and Executive
Par aneters.” International Studies Quarterly. Vol 19, Issue 4 (Dec,
1975): p. 411.

65 Kapl an, pp. 414-415.
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There became an increased denmand for weapons  for
noder ni zation purposes as well as conbating the increasing
internal security threats that nmany nations faced. Ther e
was a coup in 1964 that pronpted Brazil to seek arns to
nodernize its forces and to conbat the growi ng internal
insurgency in the country. 66 As the Brazilian mlitary
expanded and consolidated its power in governnent there was
a greater need for nore equi pnment and arnmns.

The United States was able to capitalize on the
growing requirenent for arnms in Latin Anerica. They were
able to successfully wn the conpetition against the
European nations and nonopolized the nmarket. Latin
American nations preferred U S. arns to other suppliers
because of the conpatibility of support equipnment, the
already trained personnel on US. equipnent, and the
reliability of the United States as a supplier.8” Selling
to Latin American countries pronoted a working relationship
anong mlitary nmenbers and encouraged a dial ogue between
the United States and purchasing countries.

The Vietnam VWar had an effect on the arm transfer
policy to Latin America. By 1969, due to the extrene costs
of American lives and noney in the US. intervention in
Vi etnam President N xon declared the United States would
no longer get militarily involved in local conflicts. |t
woul d be the responsibility of the country to conbat their
conflicts; however the United States would supply them with
the necessary arnms to aid their efforts. This decree |ater
becanme known as the N xon Doctrine. Al though initially

this doctrine applied to Southeast Asia, it was eventually

66 Kapl an, p. 418.

67 Weaver, Jerry L. “Arnms Transfers to Latin America: A Note on the
Contagion Effect.” Journal of Peace Research. Vol 11, Issue 3 (1974):
p. 213.
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expanded to cover the rest of the world.?®8 This new
approach to US. foreign policy opened the way for
increased arm sales to Latin Anerica. In FY72 Congress
increased the ceiling total on arm sales to Latin America
to $100 million and by FY73 it was raised again to $150
mllion.?®° By 1973 President N xon |obbied Congress to
conpletely elimnate the ceiling on armsales. In response
to the new foreign policy many Latin Anerican countries

i ncreased defense expenditures during the 1970s and the

orders for US. arns averaged nore than $250m|lion
annual | y. Venezuel a experienced an influx of noney to
their econony through oil revenues. In turn, they

i ncreased their purchases of arns fromthe United States by
five tinmes. Throughout this period, the United States
supplied seventy-five percent of all the arnms transfers to
twenty-two Latin Anerica countries. 70 The invasion of U S,
arnms to Latin America would not |ast |ong.

In 1973 a bloody mlitary coup occurred in Chile.
Human rights atrocities that occurred during and follow ng
the coup set the stage for a change in US. arm sales
policy. The human rights violations of the Argentine
mlitary regime that took power in 1976 added to the
pressure to change U S. policy. The worsening human rights
trend in Latin Anerica led President Carter to change arm
sal es policy. He issued Presidential Directive #13 on My
13, 1977. This directive stressed the need to restrain the
transfer of arnms to the region. The new policy placed an

68 “The Nixon Doctrine.” TACOM Security Assistance Center. My 02,
2002. http://tri.arnmy.ml/tsac/ni xon. htm March 09, 2003.

69 Kapl an, p. 425.

70 Avery, Wlliam P. “Donestic Influences on Latin America
I mportation of U S. Armanents.” International Studies Qarterly. Vol
22, Issue 1 (Mar, 1978): pp. 122-139.
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enphasis on conducting security assistance prograns that
supported and enhanced human rights in receiving nations.’?1
The directive further limted the dollar amount allowed for
foreign mlitary sales and established requirenents for
new y devel oped advanced weapon systens. Sonme of these
advanced weapon system requirenents included: not being
able to first supply the region with a new capability; and
not being able to sell a new weapon system until it was
operational in US. forces.” This directive renmmined in
effect for the next twenty years rem nding policy makers of
their limtations on arm sales to Latin Anerica. Al t hough
this limted US. arm sales, it would not conpletely
el i m nate advanced weapon sales to the region by the U S
and ot her countries.
B. 1977- 1997

President Carter’s ban on advanced weapons to Latin
Anmerica remained in place for twenty years, yet there were
a few exceptions. One of the first tests of the new policy
occurred during the last years of the Carter presidency.

Peru inquired about purchasing advanced aircraft from the

United States. President Carter refused to sell to Peru.
In response to the US. rejection, Peru requested
assistance from the Soviet Union. The Sovi ets negoti ated
and agreed to sell them several Su-22 fighters. Peru’s

purchase triggered an Ecuadorian request for assistance
from the United States. Just as occurred wth Peru,
Ecuador was al so denied U.S. assistance. Ecuador turned to

| srael to purchase their Kfir fighters. However, due to

7l United States. Presidential Directive/NSC-13. Conventional Arns
Transfer Pol i cy. The \White House: Washi ngt on, May 13, 1977.
http://ww. jinmycarterlibrary. org/ docunents/ pddirectives/pdl3. pdf
February 06, 2003.

72 United States, p. 2.
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US influence in Israeli affairs this request was also
rej ect ed. Ecuador finally negotiated a settlement wth
France for the purchase of their Mrage F-1s for a sum of
$260 million dollars.73 This denonstrated that regional
dynam cs could trigger arns races regardless of U S. policy
and highlighted the increasing diversity of suppliers
avai l able to Latin Anerican states.

The 1980s began a new chapter in U S. arm sales policy
towards Latin America. President Reagan directed arm sal es
policies differently than President Carter. He believed
that the United States was responsible for funding and
supplying arns and training mlitaries to support
anti communi st governnents in Latin Anerica. Smal | arns
sales were increased to achieve this goal. Al though snal
arnms transfers had always been done in the past, President
Reagan felt the increase was necessary to aid anticomuni st
regi nes. Direct comercial sales to Latin America nore
than doubled from the previous twenty-year period. Fr om
1950- 1983 total sales were 503.1 mllion dollars. However
from 1984-1993 total sales increased to 1,339.7 mllion
dol | ars. Sonme of the major recipients during the latter
period were Argentina, Brazil, Venezuela, Colonbia, and
Ecuador . 74 The United States and other foreign nations
continued to supply Latin America with conbat aircraft and
ot her nore conplex mlitary hardware, al t hough the
i ntroduction of new major weapons systens by the U S., such

as aircraft or arnor, continued to be rare.

7’3 Mora, Frank O and Antonio L. Pala. “US Arns Transfer Policy for
Latin America.” Ai rpower Journal. Vol. 13, Issue 1, Spring 1999.
ProQuest . Dudley Knox Lib, Mnterey, CA  http://proquest.um.com
February 06, 2003.

4 “A  Scourge  of aQuns.” Decenber 19, 2001: p. 5
http://ww. fas. org/asnp/library/scourge/ scourge-ch4. pdf March 09, 2003.
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The ban on the selling of advanced weapons was upheld
during this period with one exception. In 1982 the Soviet
Union sold MG21 fighters to Cuba to raise the level of
mlitary capability of the Cuban air force. Cuba’'s new
purchase worried the United States, so in response twenty-
four state-of-the-art F-16s were sold to Venezuela to kept
Cuba in check.’> Many other types of conbat aircraft were
sold to Latin America, but not with the sane capabilities
as the F-16. Bet ween 1985 and 1993 France and Britain
supplied ten aircraft each to Latin Anmerican countries,
while other NATO countries supplied seventy aircraft and
the United States supplied 125 aircraft.?’® The 125 aircraft
the United States sold were not advanced conbat aircraft.
Additionally, the types and variants of the U S. aircraft
no longer existed in active U 'S. inventories. These types
of aircraft included the A-4s, F-5s and A-37s.77 Brazil and

Argentina were the major recipients of the A-4s, while the

F-5s went to Chile and Brazil, and the A-37s went to Chile
and Peru. O her aircraft sales that were supplied by
Europe were the French Mrage Ills, 5Ps, 50s, and F-1s and
the Russian Su-22s and 25s. The United States was again
the leading supplier of arnms to the region. It was
responsible for contributing to one fourth of all arns

sold, which was three tines nore than many other nations. 78
Thr oughout the remainder of the 1980s and the begi nning of
the 1990s, arm sales to Latin America renmained relatively

75 Cardanpne, Thormas. “Arns Sales to Latin Anerica.” Foreign Policy
In Focus. Vol 2, Nunber 53, Dec 1997. www. f or ei gnpol i cy-
i nfocus. org/ pdf/vol 2/ 53i farns. pdf, August 27, 2002.

76 «worid Mlitary Expenditures and Arnms Transfers 1997.” Arns
Control and Di sar nanent Agency. Tabl e V.
http://ww. st ate. gov/ww gl obal / ar ns/ wreat 97/ wo7t bl 5. pdf March 2003.

T Mora
78 Cardanone, p. 1.
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consi stent. The | ower-technology aircraft sales kept many
countries satisfied during the years of the ban.
Nonet hel ess, in 1995 Peru and Ecuador purchased advanced
aircraft, reintroducing themto Latin Ameri ca.

Peru and Ecuador had been at odds with each other for
many years. A border dispute erupted over a previous
di sagreenment involving Ecuador’s lost territory in the
Amazon basin. Both countries deployed troops into the area
and the conflict escal ated. Eventual ly, Peru and Ecuador
were able to negotiate a settlenent, but the repercussions
were that each country still distrusted the other. Per u
believed it was still wvulnerable to a future Ecuadorian
conflict and pursued a supplier of advanced aircraft.
Bel arus, which had recently gained its independence from
Russia, agreed to sell eighteen M G 29s. The purchase
i nduced a response from Ecuador, which turned to Israel and
acquired the Kfir C7s.79 Since this conflict and arns
buil d-up, the United States began to question the validity
of the arm sales policy that had been in place the |ast
twenty vyears. The Peru-Ecuador crisis and past aircraft
sales from European suppliers denonstrated to the United
States that the ban had not curved Latin Anerican
aspirations for nore arns. The aspiration to nodernize
their forces and the ability to obtain advanced weapons
from other suppliers encouraged U S. policy nekers and
scholars to revisit the issue surrounding the arm sales
ban. The ensuing debate ultinately aided President Cinton
in deciding the ban was no longer in the U'S. interest.

C. 1997- 2002
August 1, 1997 President Cdinton issued Presidential

decision Directive #34 that |ifted the twenty-year ban on
79 Mora

48



advanced weapon sales to Latin Anerica. It stated that
advanced weapons sales would be permtted on a case-by-case
basis as long as the sale supported the U S. wunderlying

goals of strengthening denocracy, focusing resources on

needed soci al progr ans, preventing arns races, and
noderni zing defense forces wth restraint.80 Pr esi dent
Clinton decided to lift the ban because Latin Anerican
countries changed over the past twenty years. Al the

countries were now denocracies with civilian control of
their mlitaries and human rights abuses had disappear ed.
The |ifting of the ban started a heated debate over the
possi bl e inplications for Latin Anmerica.

Tabl e 1. Arm Sal es Debate
Advocates of lifting the ban Critics of lifting the ban

St rengt hen Denocr acy Weaken Denocracy
Increase U.S. Mlitary Detract from Soci al Prograns
| nfl uence

Lead to a Regional Arns Race

Many critics believed that if the ban was lifted
advanced weapon purchases woul d underm ne social prograns,
weaken denocracy, and destabilize regional security through
an arns race. On the other hand, advocates ensured that
these areas would not be affected like critics argued, but
that arm sales would in fact strengthen denocracy and U. S.
mlitary influence in the region.

According to the critics, the lifting of the ban would
af fect econoni cs. They argued that poverty was an

i nportant econom c issue that governnments need to address.

80 United States. Statenment by the Press Secretary, U S. Policy on
Arms Transfers to Latin Anerica. The Wite House: Washi ngton, August 1,
1997. http://ww. dsca. osd. m | / PressRel eases/ LATAMCAT. ht m February 26,
2003.
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Thirty-six percent of the population of Latin Anerica lived
in poverty and this percentage has not changed nuch over
the past ten years. Sonme of the reasons for this had been
| ow savings and investnent rates, bad fiscal discipline of
t he government, and debt servicing.8 Al of these factors
potentially took nobney away from social prograns. As far
as defense spending, there had not been an increase in
expendi t ur es. In actuality sone defense budgets were cut
as occurred in Brazil and Argentina. On average, the
region spent 1.3 percent of GDP on defense. This was | ower
than the world average of 2.3 percent. In countries like
Chile where the mlitary received ten percent of the copper
revenues and Ecuador where the mlitary received fifteen
percent of the oil revenues, the noney for arnms for their
mlitaries would conme from these sources and not from
i ntended social programs. 8 This indicated that countries
were not choosing arnms over social progranms, although it is
likely that the Chilean or Ecuadorian civilian governnents
woul d have preferred to spend reserved mlitary funds on
progranms other than mlitary acquisitions.

Another way the critics argued the ban would affect
Latin America was by weakening denocratic stability. They
believed that allowng Latin Anerican countries the
opportunity to purchase advanced weapons from the United
States would build mlitary strength that could weaken

8l Leipziger, Danny M “The Unfinished Poverty Agenda: Wy Latin
Anerica and the Caribbean Lag Behind.” Finance & Devel opnent. Vol 38,
Nunber 1 (March 2001)
http://ww.inf.org/external/pubs/ft/fandd/ 2001/ 03/ 1 ei pzi ge. ht m
Novenber 10, 2001.

82 LaFranchi, Howard. “Bullets or Books? US may tip balance in Latin
Arerica as dinton pushes education on trip, Latin countries are
concerned that US nove to lift arms ban will spark costly regional arns

race.” Christian Science Mnitor. OCctober 16, 1997. ProQuest. Dudley
Knox Lib, Monterey, CA http://proquest.um .com February 06, 2003.
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civil-mlitary relations. All countries in Latin Anerica

had some degree of <civilian control over the nilitary,

al though this varied from country to country. Since the
transition to <civilian governnments all mlitaries had
progressively |ost autonomy over tine. This varied from

country to country, but the overall trend had declined and
not increased in recent years. Mlitaries would always
| ook for opportunities to upgrade or replace their existing
equi pnent because weapon systens break and wear out over
time.

If mlitaries are not allowed to nodernize their
equi pnrent and weapons and focus on external security
concerns then they would search for other tasks and
interests within the donestic arena. These tasks may range
from paving roads, building schools, econom c distribution,
to politics. VWiile the mlitary provides the civilian
community wth several goods and services, it would
ultimately be tenpted into becomng too involved wth
internal politics and economcs. These are not traditiona
roles of the mlitary and may cause simlar mlitary coups
that many Latin Anerican countries wtnessed during the
1960s and 1970s. However, as seen during the 1977-1997
period, many nations still bought aircraft from the United
States to maintain and upgrade their capabilities, but the
weapon systens were not the nobst advanced when conpared to
active U S. forces. Additionally, during this period many
mlitary budgets and personnel were downsized as a result
of transitioning governnents.

Critics believed the greatest inplication of Ilifting
the ban was a change in regional security. They believed
that an arnms race would ensue that would disrupt the

stability that the region worked hard to achieve. Evidence
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of an arms race was seen in the 1977-1997 peri od. Ther e
were a couple of instances where countries purchased arnmns
in response to another country’s purchase. The first
exanpl e happened between Peru and Ecuador in the begi nning
of the ban’s existence. When Peru purchased the Su-22s
from Russia, this pronpted Ecuador to purchase the Kfir
fighters from Israel. Al though the initial sale was
bl ocked by the United States, they proceeded to purchase
Mrage F-1s from France.8 The second exanple was |later in
the period when Peru and Ecuador disagreed again over
territory in the Amazon basin. When Peru bought the MG
29s from Belarus this triggered Ecuador to buy Kfir C7s
from |srael. In the period from 1997-2002 only Chile and
Brazil requested to purchase F-16s from the United States,
totaling $636 nillion and $909 mllion respectively.?84
Neither Chile nor Brazil had a security threat with each
other and they had good bilateral diplomtic relations.
These two countries desired to replace their aging conbat
aircraft they currently possess. To further prove the
point, Brazil recently decided to postpone their F-16
purchase and focus on needed social issues. Based on these
exanples it would be difficult to suggest that the ban was
effective in preventing arns races in the region. So by
lifting the ban the United States was able to take
advantage of an additional $7 billion dollars in arm

sal es. 8 However, as recent procurenents have shown an arns

83 Mora
84 «“Notifications to Congress of Pending US Arnms Transfers.”
For ei gn Mlitary Sal es from 1992- 2002.

http://ww. fas.org/asnmp/profiles/world.htm February 06, 2003.

85 «“Blowing the Barn Door Open: Advanced Wapon Sales to Latin
Amrerica.” Arns Sal es Monitor. Nunmber 48 (August 2002). p. 4.
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race has not begun. Even Latin American countries have
preferred not to pronote new arm sales to the region.

As it has been shown in the past, Latin Anerican
countries have welcomed advanced weapons w th open arns.
However, with the exception of Brazil and Chile, this view
has shifted for others. Argentina is currently going
t hrough tough econom c troubles. It does not have enough
noney to purchase the weapon systens and does not want its
mlitary personnel |obbying for new weapons purchases to
conpete with or deter neighboring countries. Although Chile

has agreed to purchase F-16s, it does not want to feel Ilike
it got a special deal.86 Brazil, one of the richest
countries, has remmined neutral because it still has not

conpletely ruled out the possibility of purchasing aircraft
in the future.

Critics have failed to realize that there are positive
aspects to lifting the arns sal es ban. The reintroduction
of advanced weapon sales would strengthen denbcracy in the
region. By nobdernizing the mlitary and its weapon systens
it will continue to aid the professionalization process that
began years earlier. The nodernization of weapons also
instills the mlitary with a sense of pride and purpose
anong the civilian community, which in turn encourages the
civilians to show respect and gratitude for their security

and protection.87 Denocracy will be strengthened because
the mlitary will be kept out of the internal workings of
the country since they understand their mssion and role in
soci ety. They wll focus on the external mssions and

security concerns that their weapons systens were designed
to counter.

Purchasing weapons from the United States wll also
strengthen denocracy by reinitiating conmunications between

86 Hakim Peter. “Ruffled Feathers in Latin Anerica.” Christian
Sci ence Mbnitor. August 28, 1997. ProQuest. Dudley Knox Lib,
Mont erey, CA. http://progquest.um .com February 06, 2003.

87 Mor a.
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defense institutions in the United States and the Latin
American countries. The open communi cations would allow for
the sharing of information and the ability for the United
States to exert nore influence in the region. The open
di al ogue enables the United States to nore closely nonitor
Latin Anerican mlitary procurenent, budget resources, and
weapons inventories, while giving Latin American mlitaries
the opportunity to develop and noderni ze. The U. S. and
Latin Anerican mlitaries would al so benefit professionally
fromthe ban’s lifting.

The U S mlitary lost influence in Latin America

during the years of the ban. Since only |ower-technol ogy
U S aircraft, which had not existed in US. inventories,
were sold, limted training opportunities existed between
the United States and Latin American nations. By the 1990s
the training schools for the A-4, F-5 and A-37 were cl osed.
Selling the F-16s affords Chilean and Brazilian pilots the
opportunity to receive flight training in the United
St at es. Flying simlar aircraft would provide Latin
Amrerican mlitaries a better understanding of U S. forces
and the way they operate. More multinational and joint
exercises would be scheduled to inprove interoperability
and communi cations between the United States and Latin
Anerican mlitaries.® This added training, exercises, and
communi cation ultimately would inprove US mlitary
i nfluence in the region.
D. CHAPTER SUMVARY

By the 1960s Latin Anerica becane desperate to upgrade
and nodernize their forces, so Europe and the United States
conpeted for their arns bids. In light of the events of
the Vietnam War, the N xon Doctrine was creat ed. The

Ni xon Doctrine provided the environnent for the drastic

88 Mor a.
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build-up of arms in Latin America during the late 1960S to
early 1970S. The region suffered many mnmlitary coups
coupled with massive human right vi ol ati ons, whi ch
conpel l ed President Carter to ban advanced arm sales to the
Latin Anerican region.

The years of the ban forced Latin America to |ook
towards Europe and the Soviet Union to supply them wth
advanced ar ms. Wile there were only two instances of
advanced weapon sales during this period, there were nany
sal es of |ower-technol ogy weapons. Due to the return of
denocratic governance, President Clinton lifted the ban in
1997, which generated a heated debate over the advantages
and ram fications of the new policy. The debate covered a
variety of concerns, but the nobst inportant issues were
social programs, weakening of denocracy, and regional
security.

Mlitary spending has not detracted from socia
program budgets because the mlitary budgets for the past
several years had been stagnant or decreasing. Denocr acy
actually strengthened and not weakened since the lifting of
the ban because nost mlitaries considerably down sized
personnel and governnents maintained a relative degree of
civilian control. Lastly, regional security renained
st abl e. Only Chile and Brazil expressed serious interest
i n purchasi ng advanced arns. These new sal es woul d however
improve U S. mlitary influence in the region through
i nteroperability, communication, and joint exercises. Arm
sales would also encourage open comrunications between
simlar denocratic institutions, which would only continue
to strengthen denocracy and aid Latin Anerica in it pursuit

for peace and stability.
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V.  CONCLUSI ON

The debate over Ilifting the arm sales ban to Latin
Ameri ca has brought many new i ssues to |ight and has settled
ol d debates. However, the nost inportant of these issues is
the stability of the regional security system Mny critics
believed that when President Cinton lifted the arm sales
ban in 1997 that this wuld instigate an arns race
t hroughout the region. They believe that the political and
the economic conditions in the region still allow an arns
race to occur and the previous policy of the arns sal es ban
prevented arns races from occurring in the past. Thi s
thesis argues that contrary to the critics view, an arns
race is not occurring today. The lifting of the ban has
done nothing to initiate an arns race today and there are
expl anations that support this.

There are three explanations for why an arnms race has
not occurred. One explanation is that of the energence of
the zone of denocratic peace and conpl ex interdependence in
the region provides too many ideol ogi cal and structural safe
guards against an uncontrolled violent escalation and
conpetitive build-up of weapons. The second explanation is
there is a substantial relationship between GNP growh and
mlitary expenditures in an arns race. The mlitary
expenditures of the two rival dyad cases that | exam ned are
i ndependent of each other, which suggest they are not
necessarily conpeting against each other in terns of arns
acquisitions because the constraints inposed by fragile

economes |imt their ability to do so. The | ast
explanation is that U S. foreign policy has been a neutra
factor in limting or preventing arns sales. Hi stori cal
data shows that Latin Anmerican nations wll purchase

weapons, even advanced weapons, when they want from
avai l abl e suppliers and U.S. policy will not deter them
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A DEMOCRATI C PEACE AND COVPLEX | NTERDEPENDENCE

Chapter Il explored the applicability of denocratic
peace and conplex interdependence theories. After a
theoretical review, the principals of the two theories were
each applied to a case. The first case was the long-tine
rivalry between Argentina and Brazil. The conpetition for
hegenony and natural resources led these two countries into
an intense rivalry. Once Argentina realized it could no
| onger conpete with the size and power of Brazil it knew the
only way to gain fromthe situation was through conprom se.

The normative ideas of the denocratic reginme in
Argentina and Brazil understood negotiations and conprom se.
The reginme knew ultimately it would gain nore through

cooperation than conpetition. Both countries also
under st ood and accepted the involved costs to continuing the
conpetitive rivalry. The new interdependent relationship

encouraged the opening of multiple comunication channels,
which limted the role for the use of mlitary force to
settle disputes and did not place an established hierarchy
anong any i ssues.

The second case involved Peru and Ecuador’s border
di sput e. This case represented how the denocratic peace
theory applied to Latin America. These two countries showed
how war and arms racing only happened when at | east one of
the countries was not denocratic. However, when both were
denocratic they were able to resolve their dispute wthout
further conflict. The normative ideals of self-preservation
and material well being regardless of cultures and beliefs
tied with the structural conponents of denbcracy ensures
there are common checks and restraints placed on the system
to limt the use of force in a conflicting situation. This
was seen in the resolution of the Dborder dispute.
Utimately, no matter how many arns these countries have or
may desire to obtain, the fundanmental ideals and structure
of denobcracy along with interdependence will prevent them

fromarns racing agai nst each ot her.
58



B. ECONOM C DETERM NANTS OF DEFENSE EXPENDI TURES

Chapter 111 explained the relationship between econom c
growh and mlitary expenditures in the two dyads of
Argentina/ Brazil and Peru/Ecuador. These two dyads showed
that the relationship between GNP and mlitary expenditures
were not as sinple as the “Guns for Butter” trade-off. I n
Argentina’s case, the mlitary expenditures were nore
erratic conpared to GNP grow h. The inconsistency of
defense spending was correlated to short-term security
shocks on the system In Brazil’s case its mlitary

expenditures were steadier over the period. This stability
subjected a long-term goal for mlitary spending regardl ess
of GNP growt h because spending always returned to a constant

| evel . Wen the mlitary expenditures of the two rival
countries were conpared, there was no sign of conpetitive
spendi ng.

For the Peru/Ecuador case the results were simlar.
Peru's mlitary expenditures were independent of economc
gromh. The increases in defense spending occurred in
response to an increase in border tensions and not economc
gr owt h. This indicated that Peru s expenditures were also
i nfluenced by short-term shocks simlar to Argentina, while
Ecuador on the other hand maintained a nore stable
expenditure pattern. Ecuador was able to nmaintain a
consi stent expenditure level with the annual oil revenue the
mlitary received.

The review of the relationship between GNP growth and
mlitary expenditures for these two cases suggest there is
not a concrete explanation for whether econom cs can pronote
or prevent an arns race from occurring. However, what the
data does showis that mlitaries with |ong-term expenditure
goals may suppress any initiation of an arns race because
defense spending is nore constant and predictable. Thi s
predictability would contrast with arns raci ng because nost
arms races mainly involve increased short-term mlitary
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expenditures in response to a rivals’ previous increase in
expendi t ures.
C. U S. ARMS SALES POLI CY TO LATI N AVERI CA

Chapter 1V explored the |ast possible explanation for
why an arns race does not exist today and that is U S.
foreign policy. A review of over thirty years of U S. arns
sales policy leads to the conclusion that it does not
matter. From 1960-1977 the United States followed the
policy set forth by the N xon Doctrine. This doctrine
allowed Latin Anmerican countries to conbat their own
conflicts wth supplied U S arns. VWat followed was a
tremendous influx of advanced weapons to the region, which
many critics believed sparked a slue of mlitary coups and
human rights abuses. From 1977-1997, the United States
attenpted to enforce an arnms sales ban prohibiting all
advance weapons from being sold to the region. Although the
ban was in place, it did little to prevent advanced weapons

from being sold. Many Latin Anerican countries bought
advanced weapons from Europe, Soviet Union, and Eastern
Bl ock countries. Following this period the political

| andscape changed.

By 1997, all countries were denocracies with civilian
control of the mlitaries and human rights abuses had
di sappear ed. The ban was lifted to reintroduce U S
mlitary influence and continue to strengthen denocracy
t hroughout the region. However, everyone did not share this

Vi ew. Critics insisted that lifting the ban would weaken
denocracy, detract noney from social progranms, and initiate
an arns race. In actuality, denocratic governnments have

continued to strengthen control over their mlitaries,
decrease mlitary expenditures, while only two non-rival
countries have expressed an interest in purchasing advance
weapon systens fromthe United States.
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D. RESULTS

The theories of denocratic peace and conpl ex
i nt erdependence in Chapter Il offer the nost likely
explanation for why an arnms race is not occurring in Latin
Aneri ca today. Ever since denocracy has spread throughout
the region, traditionally rival countries are resolving
di sputed issues through neans other than mlitary force.
So if mlitary force is no longer the primary neans of
i ssue settlenent, there is not a need to arns race. Wile
econom c determnants to mlitary expenditures in Chapter
1l present another possible avenue to explain an absence
of an arnms race, it does not offer any definite supporting
evi dence. However, Chapter |1l does show there are two
ways to categorize mlitary expenditures. One way is
t hrough long-term goals and the other way is through short-

term shocks. These ways will help predict how a country’s
mlitary expenditures will react to economc and security
concer ns. Lastly, Chapter |1V concluded that U S. foreign

policy was deternmined to be a neutral factor for either

supporting or preventing an arns race. As seen through
hi story, Latin American countries wll deternmine for
t hensel ves when they purchase advanced weapons. Even with

the establishment of a ban, Latin Anmerican countries
purchased advanced weapons from other non-participating
countries. As the United States continues to have an open
dialogue with Latin Anmerica, support for denocracy and
future arm sales wll be instrunental for naintaining a
successf ul policy in the region and reducing the

possibility of an arns race in the future.
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