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PREFACE

In 1964 RAND began a research program on socio-economic problems
in Latin America, jointly sponsored by Air Force Project RAND and the
Office of the Assistant Secretary of Defense, International Security
Affairs. The study reported cn in this Memorandum is a contribution

to this program.

Initially, the objective of the Memorandum was quite modest. In
view of the paucity of unclassified information, systematically orga-
nized and carefully evaluated, on Latin American defense expenditures,
it was felt that a compilation of basic data oriented toward measuring
Latin American defense expenditures, country by country and year by
year over approximately a three-decade period, would be useful to the
RAND program. A preliminary set of measurements of expenditures was
prepared in tabular form and distributed within RAND in mid-1965 for

the use of persons engaged in the Latin American studies program.

The feeling grew that this study might be useful, as well, to
various parts of the government and the academic community. The result
is the present Memorandum -- a greatly extended variant of the original
effort. In it, the author goes beyond his original objective of
measuring Latin American defense expenditures in a systematic fashion
to comment on the significance of the measurements and to ‘identify
subjects for possible future research. But in the process, he has
stopped far short of doing as complete and definitive an analysis as he
would have preferred. This decision was made in recognition of the
need for timely distribution of the material to an audience concerned

with current policy deliberations on Latin American questions.

For the deficiencies of the study, the author alone accepts
responsibility. But for what is empirically useful and analytically
stimulating, the debt of the author is large. Within RAND, the author
wishes to acknowledge the assistance of Luigi Einaudi, Catherine Exton,
Herbert Goldhamer, Leland Johnson, Burton Klein, Richard Maullin,
Richard Nelson, Malcolm Palmatier, Rear Adm. Paul A. Smith (Ret.),

Alfred Stepan, John Surmeier, and Eleanor Wainstein. The author is
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especially indebted to Charles Wolf, Jr., for his encouragement and
substantive advice, and to Rochelle Gurtov for her patience and
thoroughness throughout the many calculations and recalculations. An
equal debt is owing to Robert Buchheim, formerly of RAND, for his
encouragement, Within the Air Force, Lt. General Robert A. Breitweiser
was most helpful. The author wishes, finally, to acknowledge an inex-
pressible, because immeasurable, debt to Marvin Levy and Lawrence

Greenleigh.
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SUMMARY

This study is based largely upon data published in the various
editions of the United Nations Statistical Yearbook since 1948. Since

there are sizable uncertainties -- owing tc probable incomparabilities
in the information reported by individual countries under the heading
of "defense" expenditures -- the reader and user of this document is

cautioned that the measurements of defense expenditures. found through-

out the text are limited to the reliability of the Statistical

Yearbook data. Until detailed country-by-country research using the

finance and defense ministerial data of those countries is undertaken,
that source book is the best and only starting point for a systematic,
internally consistent effort to measure Latin American defense expen-

ditures over an extended period of time.

The measurements in the study have the further limitation -- true
of all studies involving international comparisons -- of reducing the
various local currencies of countries with violent problems of infla-
tion and deflation to some constant, consistent unit of measure. 1In
this study all data have been reduced to constant 1960 U.S. dollars.
The methods of reduction to this common unit of measure have been made
explicit in the text, and, where feasible, sensitivity tests have been

run.

, In view of these two basic problems, the defense-expenditure
measurements given here have been subjected to five different tests

for credibility. To the extent that these five tests (no others were
available) are reasonable, it is felt that the measurements in this
Memorandum are at least as good as other measurements of Latin American

defense expenditures publicly available, if not significantly better.

The results of the study can best be summarized under four headings:
(1) the principal findings from the measurements; (2) the results of a
partial analysis of two hypotheses commonly employed to explain the
behavior of Latin American defense expenditures; (3) some recommenda-
tions for future research; and (4) a suggestion for improving the

data reporting of the U.S. Agency for International Development.
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THE MEASUREMENTS

1. It is sometimes stated that Latin American defense expenditures

have reached levels as high as $2 billion per year. According to the
data of the present study, defense spending reached a peak level ol
abovt $1.4 billion in 1958, declined thereafter to about $1.2 billion,
and turned upward significantly in 1964 and 1965 to about $1.4 billion.
Given this upturn in 1964 and 1965, the following years should be

studied carefully as new data become available.

2. Contrary to the commonly held view that total Latin American
defense expenditures have grown ''tremendously'" since the late 1930s,
the measurements suggest at most a doubling, with much of the increase
having taken place between the pre-war years and the end of World War
II. This doubling is significantly less than the growth expericiced
by most other countries of the world, including countries of long-
standing internal political stability and minimum involvement in World
War II and the subsequent '"cold war." O the non-Latin American coun-
tries studied, only Sweden and Switzerland controlled their defense
expenditures more tightly: Switzerland's cxpenditures actually
declined over the three-decade period, and Sweden's rose only very
slightly.

3. Traditionally, Argentina, Brazil, and Chile have been con-
sidered to be the major Latin American military powers. To the extent
that defense expenditures are a partial measure of military power,
Argentina and Brazil (in that order, but extremely close together) are
still the leading defense spenders. Chile, however, has been surpassed
by Venezuela (in 1956) and Mexico (in 1963); and if present trends con-
tinue, it will probably be surpassed on a continuing basis by Colombia
in 1966 or 1967. By the early 1970s, Venezuela is very likely to b

the leading defense spender in Latin America.

4. Apropos of the ratio of defense expenditures to total govern-
mental expenditures, the measurements in this study suggest the
following:

o That even though in the late 1930s and early 1940s the
ratio on the average was high (17.9 and 21.0 percent,

s
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respeciively), it was not near'y so high as has gen-
erally been believed. Moreover, even then, it was
less than that of some other countries of the world.
To cite an extreme example, the corresponding figures
for Switzerland were 61.4 and 46.5 percent, respec-
tively. This comparison dramstizes serious concep-
tual problems about the relevance and usefulness of
measuring defense expenditures as a percentage of
total government expenditures. (These conceptual
problems are discussed in Sect. IV.)

That for Latin America as a whole {and for most of the
component countries) the ratio has declined over the
three-decadz period studied to an average level in the
1960s of 14 percent.

That the use of averages for Latin America as a whole
obscures individual country highs and lows. These
range from a high of 45.2 percent in Brazil in 1943
(largely because of its heavy involvement in World
War II) to a low of 2.6 percent in Bolivia in 1960.

That in some countries, for reasons that are unclear,
the ratio has tended to be very stable over an extended
period. An interesting example is Venezuela, where the
annual percentage has varied annually very little around
an average annual figure of 9 to 10 percent. On the
other hand, in other countries, again for reasons that
are unclear, the ratio has tended to be very unstable
over an extended period of time. An example is
Colombia, where the figure has fluctuated f}equently

in the 1950s and 1960s -- from a low of 15.7 percent

in 1950 to a high of 26.3 percent in 1954.

To the extent that defense spending as a percentage
of gross national product is a good measure of the
economic burden of defense on a country, most Latin
American countries have a significantly lower per-
centage than most other developed and underdeveloped
economies in the world.

HYPOTHESES

A commonly held hypothesis about Latin American defense
expenditures is that they are importantly affected by
internal political instabilities. This hypothesis was
examined in detail in the case of Venezuela. It was
concluded that there is indeed a strong interaction
between internal political instabilities and defense
expenditures, but that this interaction is more

complex than is generally believed.
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o Another such hypothesis is that the fear or actual
c:currence of a border conflict affects defense
expenditures importantly. This hypothesis was
examined in four cases. The results suggest that
there may be some limited interaction and that the
interaction is, again, complex.

o In the examination of both hkypotheses, it was con-
cluded that better inputs and better analytical tech-
niques are needed to advance the understanding of
these complex interactions.

FUTURE RESEARCH

The following subjects are recommended for future research:

1. Improving and enriching the numerical data on Latin American

defense expenditurcs.

2. Improving the knowledge of internal domestic conflicts and
stresses in individual Latin American countries, and their effects

on the defense expenditures of those countries.

3. Improving the knowledge of border conflicts and their

effects on defense expenditures.

4. Helping improve cost-benefit decisions on military expendi-
tures within Latin American countries, and U.S. decisions to supply

military and economic aid.

5. Finally, making selected, in-depth country studies. Although
all twenty countries in Latin America need this kind of research
attention, some countries merit priority in the allocation of scarce
research rescurces. Venezuela, Colombia, Mexico, and Chile might well
be such countries -- in addition to Peru and Brazil, where RAND

research on the roles of the military is already well underway.

IMPROVED DATA REPORTING

The usefulness and comprehensiveness of the data on Latin American

defense expenditures in the United Nations Statistical Yearbook are im-

pressive. However, as a source book, the Statistical Yearbook lacks

real timeliness. For example, the 1966 edition did not become available
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until the late summer of 1967, supplying final-expenditure data (as
distinct from projections or voted appropriations) for years no later
than 1965.

A publication of similar purpose that is very timely is the AID

Economic Data Book, Latin America, produced in looseleaf form by the

Agency for International Development. This publication has the dis-
advantage, however, that for some countries its data differ from
comparable data in the Statistical Yearbook. In view of the proven

ability of the AID Economic Data Book, Latin America to publish data

quickly and on a current basis, we believe AID could provide a consider-
able service to users if it were to alter and expand its publication

to do the following:

o For all countries, provide (in addition to its own
series) a series of data that are consistent in method
and sources with those provided by the United Nations
Statistical Yearbook.

o Where differences in data occur -- because of the dif-
ferent accounting and statistical methods of the various
sources -- supply explanations of the differences.

o Finally, in continuing the projections of future trends,
be more explicit as to the way in which they are made
and the nature and magnitude of uncertainties.

bl
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1. INTRODUCTION

Despite long-standing U.S. interest and concern with Latin American
defense expenditures, little has been done in this country to pull to-
gether in systematic form for evaluation the body of data, covering the
past three decades, readily available in open, secondary sources. To
tl is author's knowledge, only one such effort has been made: a study
conducted by H. Roberts Coward in 1963-1964 at the Center for Inter-
national Studies, Massachusetts Institute of Technology.1 Although
this study was unquestionably a pioneering effort in the field, it

leaves much to be desired.2

Ideally, in a study of this sort, one would, of course, rely
heavily on data published by the individual countries in their open
governmental literature -- that is, on primary sources. Such an ap-
proach, however, would be extremely difficult for a variety of reasons.

o Just collecting all the pertinent government publications

covering three decades would take a considerable amount
of time and effort. It is probable that many of them

are not available in the United States; those that are
available are likely to be widely scattered.

1H. Roberts Coward, Military Technology in Developing Countries
(Cambridge, Mass.: MIT Press, 1964), Appendix II, various pages.

2The principal deficiencies in the Coward study are as follows:
(a) Its time span is confined to the period roughly from 1955 to 1962,
in most cases. (b) In the later years of its time span, it treats too
indiscriminately the difference between "actual' expenditures and
"voted'" or "estimated" estimates, as published in such documents as
thg United Nations Statistical Yearbook and the Pan American Union's
America en Cifras. This difference is discussed in detail in Appendix
G of this Memorandum. (c) In converting local currencies to dollars,
the Coward study merely applies to each year's data in local currency
the mid-year (or average) rate of exchange of the particular national
currency with U.S. dollars. As pointed out below, this conversion
process does not adequately cope with the problem of inflation and
deflation in these countries. (Admittedly the conversion problem can
never be satisfactorily resolved, but one can do better than this.)
(d) Since the work is primarily a compendium of numerical data, scant
attention is given to examining and making explicit the behavioral
characteristics of the data over time and from country to country,
and their possible implicationms.
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o There are great differences from country to country with
respect to what is published, how it is reported, the
time periods it covers, the taxonomic techniques it uses,
and so on.

0 Some Latin American countries have, from time to time,
imposed and enforced strict legislation and regulations
designed to preserve the security of military matters.l
However, it should be noted that others, such as
Venezuela, Brazil, and Chile, make extensive economic
data available to the public through their finance and
defense ministries.

Despite these difficulties, an effort is underway at RAND to
study such publicly available, indigenous country materials. Already
the exploratory work has revealed the existence of a sizable volume of
militaryljournals. The resulting report2 cites and annotates 96 such.
sources, and suggests the possible existence of half again as many

more open military journals. In addition, there is a large corpus of

1For a good brief discussion of Argentine practices with respect
to preventing espionage and sabotage, see George Pendle, Argentina
(London: Oxford University Press, 1963), pp. 113-114:
Peron then proceeded to protect his regime against too
violent criticism in and outside Congress by strengthening
two laws (which were already in existence) against lese-
majeste and treason. The first of these laws -- the statute
against desacato or "disrespect" -- was amended in October
1949 so as to prohibit the public utterance of expressions
of disrespect concerning not only the President of the repub-
lic but also the regime and its officials. Desacato was
defined as "anything which offends the dignity of any public
official, whether the statement refers directly to the person
or by allusion to him or the governmental organization of which
he forms a part." Penalties under this law ranged from two
months' to three years' imprisonment. In September 1950
another statute of a similar nature was rendered more severe,
the ostensible purpose being to punish espionage, sabotage,
and treason. Under this law the following maximum penalties
were established. For eobtaining or revealing political,
social, military, or econemie secrets involving the security
of the state: ten years' imprisenment in peace-time and life
imprisomment or death during war; for sabotage generally:
twenty-five years' imprisenment in peace-time and death during
war; for causing public alarm or despondency: eight years
imprisonment.

zLuigi Einaudi and Herbert Goldhamer, An Annotated Bibliography
of Latin American Military Journals, The RAND Corporation,
RM-4890-RC, December 1965.

B i ST S




unexplored parliamentary and ministerial publications of the Latin
American countries. In srme countries, laws and decrees regulating
the military establishment provide detailed pay schedules, pensions,
and other supplementary forms of income by grade for enlisted men and

officers. RAND has already published analyses of specialized aspects

of the public law of the military in selected Latin American countries.1

Supplementing legal materials with equally voluminous economic
data (including detailed data on defense appropriations and expendi-
tures), RAND is developing techniques to deal with the interactions
of social, economic, and political factors on the multiple roles of
the Latin American military. Independent monographs are in prepara-

tion on Peru and Brazil.

THE USE_OF SECONDARY SOURCES OF MONETARY DATA

As an interim measure, the present study was developed entirely
from secondary sources of defense-expenditure and other rmonetary data.
Appendix A discusses the secondary sources in detail, their primary
avenues of information, and their characteristics and limitations.

The principal source used throughout was the various annual editions
of the United Nations Statistical Yearbook.2 It provided the best
single source of continuous and fairly consistent data from 1938 to
1965; accordingly, it was the data framework around which the study
was built. In the few cases of deficiencies in the various editions
of the Statistical Yearbook, some reliance was placed upor various

editions of America en Cifras3 and the single (1940) edition of the

1See, for example: Boris Kozolchyk, Legal Aspects of the Acquisi-

tion of Major Weapons by Six Latin American Countries, The RAND Corpo-
ration, RM-5349-1-ISA, December 1967; and, by the same author, Legal

Foundations of Military Life in Colembia, The RAND Corporation,
RM-5172-PR, February 1967.

2United Nations Statistical Office -- Department of Economic and

Social Affairs, Statistical Yearbook (New York: 1948 and annually
thereafter).

3Pan American Union, Department of Statistics, America en Cifras
(Washington, D.C.: 1961, 1963, and 1965 editions).
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1
Interamerican Statistical Yearbook.  Where data gaps have been filled

from these sources, appropriate notation has been made in the basic

tables.

THE MEANING OF DEFENSE EXPENDITURES IN THE SECONDARY DATA

In all three secondary sources, defense expenditures are presented
in the budget as single-line entries entitled "Defense." No data are
presented in terms of the allocation of funds to particular military
organizations or particular missions, or in terms of the purposes of
the defense budget. No indication is giver as to how defense expendi-
tures are distributed among major categories (pay and subsistence,
procurement, maintenance and operation, and so forth). Finally, no
indication is given as to the extent to which total defense expenditures
involve the disbursement of foreign exchange as distinguished from

indigenous-country money.

But much more troublesome than this are the following specific

kinds of uncertainties:

o Do "defense expenditures" include payments for military
pensions? We have reason to suspect that Chile excludes
such payments. And it is almost a certainty that Colombia
excludes such payments, because of its unique retirement
fund arrangements.

o Where a military establishment performs both military and
non-military functions, does the budget include all (or,
if not, how much?) of that ministry's expenditures under
the functional category ''defense?" For example, in the
case of Brazil, the Air Ministry not only operates a
military air force but also is responsible for the safe
operation and supervision of civilian and commercial
aviation. So, for Brazil, it is important to know
whether all of the Air Ministry's expenditures (as some
analysts believe) are included under ''defense,' or
whether some proration is made.

Raul C. Migone (Director), Interamerican Statistical Yearbook
(New York: MacMillan, 1940), pp. 512-541. No further editions or
revisions have been published.

2see [12, pp. 52-54.]
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o Do defense expenditures include only expenditures from
country funds, or do they include expenditures from other
sources (for example, legal funds, Military Assistance
Program (MAP) funds, and the like)?

o Do defense expenditures include all expenditures, or are
some hidden because the financing of particular outlays
was accomplished privately and financed by secret transfer
of funds from other ministries' resources or from private
presidential funds?

We know that over the years the Statistical Office of the United
Nations has been striving to get more complete, more uniform, more
precise '"defense'" data from the various countries of the world, but
we have no sure idea how successful they have been. This continuing
effort to improve the data introduces, by itself, an element of uncer-
tainty into intertemporal studies because of the likelihood of incom-
parabilities between data developed for recent years and data developed

in earlier editions of the Statistical Yearbook.

In this study, nothing has been done to try to take into account
these various uncertainties. We have used the data exactly as pre-

sented in the United Nations Statistical Yearbook. Therefore, the

reader of this Memorandum is cautioned, with emphasis, that all its

1See, for example, the work of one analyst who has given great
attention to Latin American defense expenditures -- Edwin Lieuwen.

In his Arms _and Politics in Latin America (New York: Praeger, 1961),
pp. 147-151, he states that defense appropriations to the armed forces
have exceeded stated appropriations by about 5 percent of the total
budget. Specifically: "Official figures of war and navy departments,
however, do not tell the whole story. Sizable appropriations for the
armed forces, amounting to perhaps 5 percent of the total budget,

were often concealed in appropriations for the ministries of interior,
public works, and communications."

What worries us about this statement is that Lieuwen seems here
to assume that what is reported in central government functional
expenditures under defense is simply the arithmetical sum of the
expenditures reported by the "war and navy departments' |[plus the
Air Ministries]. From what little we have been able to research on
this question, it is our belief that in most countries -- particularly
in recent years as United Nations Statistical Cffice practices have
be.i: adopted -- quite the opposite is the case: expenditures reported
under the functional rubric '"Defense' tend to exceed the arithmetic
sum of the reported expenditures of the three traditional defense
ministries.
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numerical measurements, observations, and conclusions are ultimately

limited to the imperfections, non-comparabilities, and uncertainties

of the United Nations data on ''Defense'" expenditures.

Lest the reader be discouraged at this point by remembering
Western scholars' difficulties with the single~line entry "Defense"
that has so long and persistently characterized Soviet public defense
budget statements,1 the author wishes to state emphatically that the
Latin American defense-expenditure situation, generally speaking, is
far less bleak than the Soviet situation. This confidence is based on

two related considerations:

First, American scholars in the past have never really tried to
come to grips with Latin American defense expenditures as discussed

and revealed in the open Latin American literature.

Second, as indicated earlier, the exploratory work now going on
at RAND in the primary data gives some grounds for optimism that many
of these uncertainties and imperfections will be remedied by the
systematic analysis of primary published sources of economic informa-

tion, for at least some of the major Latin American countries.

LOCAL UNITS AND 1960 U.S. DOLLARS

All of the basic data are expressed in the secondary sources in
F terms of local currencies at current prices. Where the use of such
financial units was conceptually desirable and convenient (for example,
3 in the computation of military expenditures as a percentage of total

government expenditures), they were employed in this form.

However, where interyear and intercountry comparison required
reduction to some common unit, the local-currency-at-current-prices
data were converted into 1960 U.S. dollars. The year 1960 was chosen
to connect the calculations in this Memorandum with those of earlier

RAND studies of Latin American economic and military aid programs
[35][36].

1See, for example, Abraham Becker, Soviet Military Outlays Since
1955, The RAND Corporation, RM-3886-~PR, June 1964.




In making the conversion from local currencies at current prices
to constant 1960 U.S. dollars, there were the usual knotty (never

satisfactorily resolvable) problems. Essentially the method employed
was as follows.

First, local current currencies were reduced to local 1960 constant

currencies. For Latin America, three price indexes were available:1
a wholesale price index, a mixed-basket consumers' price index, and a
food-only price index. The last was used, reluctantly, throughout,
primarily because it was available for most countries and for the
longest periods of time. Since the results of the rumerical calcula-
tions are sensitive to this choice, examples have been included

(Appendix E) of significant differences obtained by using the other

two indexes.

Local currency figures deflated into constant 1960 local prices
were then translated into constant 1960 U.S. dollars by using the
official exchange rates for 1960.2 In Brazil, where two official
exchange rates existed, the 90-to-1 rate was avoided because of its

obvious use by the Brazilian government as an instrument for manipulat-

ing the local coffee industry.

Unlike the case of alternative price indexes, no sensitivity tests
were made on exchange rates. There is little to be learned by running
sensitivity checks until more is known about the extent, timing, terms

of payment, and other details of equipment purchased by Latin American

countries from foreign suppliers.

CREDIBILITY OF THE CALCULATIONS

When the basic measurements shown below in Sect. II were completed,
five tests for credibility were applied. Although the tests were not,

in our judgment, anywhere near so severe and exacting as we would have

1That is, in the various editions of the United Nations
Statistical Yearbook.

International Monetary Fund, International Financial Statistics,
Washington, D.C., XIX:10 (October 1966), p. 25.
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liked them to be, they were the only ones available. In terms of
these five tests, it would appear that the basic measurements in
Sect. II are at least as good as, if not significantly better than,
any other series of such measurements currently publicly available.

For details, see the discussion in Appendix F.

NON-MONETARY DATA

From time to time throughout the Memorandum, non-economic data
are employed. Where the d:rivation of such data is critical to the
argument, recourse is had to detailed discussion in separate appendixes.
For example, the derivation of estimates of the number of members of
the armed forces is described in detail in Appendix D. The derivation
of data on the occurrence and duration of internal political insta-
bilities is described in Appendix B. The derivation of data on border

conflicts between Latin American countries is described in Appendix C.




II. LATIN AMERICAN DEFENSE EXPENDITURES, 1938-1965

INTRODUCTION

Table 1 is as complete a compilation of Latin American defense
expenditures -- in constant U.S. dollars, countiy by country and year
by year -- as the secondary sources of information will permit. One
of its deficiencies is that there are blank spaces for many countries
and many dates, indicating that defense-expenditure data were not
available. Hence, an important task for future research with the
primary sources of data -- using the conversion methods described
above in Sect. I and tested for sensitivity in Appendix E -- would be

to fill in the gaps on a consistent, 1960-U.S.-dollars basis.

Until this gap-filling research is done, any large continental
or regional data comparisons will be drawn largely on the numbers in
Table 2. This table summarizes the data in Table 1 for those coun-
tries for which complete, or nearly complete, series for the 1938-1965
time period were obtainable. In the years 1959, 1960, and 1961, for
which complete series are obtainable for all Latin American countries

I e o . ;
except Cuba and Panama, it is interesting to note the following:

o The six South American countries shown accounted for
96.5, 95.7, and 95.3 percent of total South American
defense expenditures in the three years, respectively.
The average was 95.8 percent.

o The four Central American countries shown accounted for
58.2, 63.9, and 65.7 percent of total Central American
defense expenditures in the three years, respectivelyv.
The average was 62.6 percent.

o The ten Latin American countries in Table 2 accounted
for 91.3, 91.3, and 90.9 percent of total Latin American
defense expznditures for the three years, respectively.
The average was 91.2 percent.

1For what it is worth, the commonly accepted impressionistic
estimates for these two countries are: Cuba ~~$95 million (1960
U.S.), Panama ~§1.5 million (1960 U.S.) per year for the three
years.
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o Although no one could defend the proposition that the
averages prevailing in 1959-1961 would necessarily apply
for all years -- in view of the fact that Argentina,
Brazil, Chile, Colombia, Peru, Venezuela, and Mexic»
have histcrically had the largest armed forces and been
the biggest spenders -- one could safely say (a) that
the sample of six South American countries in Table 2
would never represent less than about 85 percent of
total South American defense expenditures, and (b)
that the sample of four Central American countries
would never represent less than about 60 percent of
total Central American defense expenditures. These
would be absolutely minimum percentages.

Some observations are made below on continental, regional, and
individual country trends -- all based on the contents of Tables 1-3.
The selection ends with a comparison of Latin American defense expendi-

tures for 1938-1965 with the defense expenditures of a few European,

Asian, and African countries.

SOME OBSERVATIONS ON CONTINENTAL TRENDS

Contrary to the view held by some1 that total Latin American
defense expenditures have reached the $2 billion level, it is extremely
doubt ful that total Latin American defense expenditures ever -- even
in the peak year of 1958 -- exceeded $1.5 biilion (and even this
figure should probably be $1.4 billion) 1960 U.S. dollars.

Beginning in 1956, total Latin American defense expenditures
remained at a relatively constant level, but there are clear indica-
tions of a non-trivial upturn beginning in 1964. The increase in
total Latin American defense expenditures was about 2.3 percent in
1964 over 1963, and about 6 percent in 1965 over 1964.

There is nothing in the evidence developed in this Memorandum to

support the contention, frequently heard, that present-day Latin Ameri-

can defense expenditures are several times larger than in the late 1930s.

1S:e, for example, the $2 billion estimate in Samuel Shapiro,
Invisible Latin America (Boston: Beacon Press, 1963), pp. 6-7.

2See, for example, Edwin Lieuwen's Arms and Politics in Latin
America:

Although budgetary percentages generally remained
constant, the expenses for Latin America's armed forces

2
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Ta

TOTAL ANNUAL LATIN AMERICAM DE
(Millions of 1

Averaga, Avarage, E

Pra-var War Po. .

1938 1939 1940 1941 Years 1942 1943 1944 1945 Years 1946 1947 1948 1949 Y

South America

Argentina 145.6 -- 128.6 141.6 138.6 178.4 243.0 432.0 466.8 330.1 497.9 403.8 573.8 426.4 &
Bolivia -- .- .- .- .- -- o0 OO .- -- — o0 == ==
Brasil -- 239.5 189.8 176.5 201.9 282.9 428.4 &421.7 368.1 375.3 286.5 224.3 202.3 257.9 12
Chila 63.3 63.3 63.3 51.1 60.3 56.4 87.7 65.0 85.0 7.0 90.0 83.6 67.4 70.0
Colombia 4.2 154 1.8 14.9 14.8 15.0 12.5 13.2 14.3 13.8 4.7 20.7 21.8 25.9
Ecuador .- .- .- -- -- .- -- -- -- .. -- .- -- --
Paraguay .- .- .- -- -- -- .- = oo -- -- -- == --
Paru 21.8 244 19.7 38.8 26.2 $2.5 39.5 A4.6 40.5 &4 .3 37.6 34.4 249 32.8
Uguguay .. == 0 == .- o= -- == o .- -- -- 59 --
Venesuela 25.0 22.1 24.7 23.4 23.8 20.4 18.0 18.0 15.7 18.1 22.9 29.6 35.0 43.2
Centrsl Americs
Costa Rica 1.4 - 1.7 2.1 2.1 1.8 2.4 2.4 2.7 2.2 2.4 1.8 1.9 4.0 1.8
Cuba .- -- .- .- .- -- -- -- -- -- -- -- -- --
Dominican Republic -- - -- -- -- .- - - .- .- - -- -- --
K1 Salvador 5.2 4.9 5.4 &.4 5.0 4.3 3.7 2.6 2.4 3.3 3.0 3.7 3.7 4.0
Guatemala .- - -- - .- -- -- -- -- .- 5.1 5.1 5.1 6.4
Haicl -- -- -- -- -- -- .- .- - -- -- -- 2.5 .-
Honduras -- 2.4 2.5 2.5 2.5 2.2 2.0 1.7 2.5 2.1 2.6 3.3 4.9 3.7
Mexico 47.5 539 724 T72.8 6l1.7 76.2 77.7 63.9 65.5 70.8 54.5 52.9 53.8 57.9
Nicaragua .. - .- .- - .o .- - - = oo oo oo o
Panama .- .- -- - .- -- -- .- .- .- .- - - -
NOTES:

o All dollar dafanse figures ware obtainad from the United Nations Statistical Yearbook except for the following, which w
Bolivie, 1958-1963; Paraguay, 1956-1964; Paru, 1961-1962; Uruguay, 1959-1961; Dominicau Republic, 1959; Honduras, 195

@ All antrias ara final, actual expanditures axcapt: Bolivia, 1958-1963; Brazil, 1965; Ecuador, 1965; Paraguay, 1963-19¢
1948; Haiti, 1959-1965; and Nicaragua, 1963 and 1964.

o Costa Rican dafensa expenditura shows a spurious incraasa from 1959 to 1965, because beginning in 1959 the budget categ
and Other Sacurity Forcae." Just how wuch "dafensa" was includad in tha old terminology is unclear, but if the reade
ha might deflete the 1959-1965 figures by $2-2.5 million per year. This 1is on tha assumption that the 1948 legally i
maintained and that over the yeere, only minor upward adjustments took placa to compensate for cost-of-living waga in

in this tabla tha figures are left ae raportad to tha Statisticsl Yearbook, in several of the tables throughout the t
figura ie naeded (for exampla, in tha tablas of astimatas of defensa expanditures par member of the armed forces), ap
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TOTAL ANNUAL LATIN AMERICAN DEFENSE EXPENDITURES, BY COUNTRY
(Millions of 1945 U.S. dollars)

. Average,
Avaraga, Early
VWar Pcst-war

|3 1944 1945 Years 1946 1947 1948 1949 Yaars 1950 1951 1952 1953 1956 1955 1956

Avarags,
1959 1950a 1960

19

FO 432.0 466.8 330.1 497.9 403.8 573.8 424.4 475.0 323.4 328.8 273.1 304.3 342.3 274.1 346.8
.- -- -- -- -- .- -- .- .- -- -- 4.2 .- -- 2.4
I 421.7 368.1 375.3 286.5 224.3 202.3 257.9 2.8 257.7 297.4 296.6 254.0 244.4 282.4 322.2
7 65.0 85.0 | 74.0 90.0 83.6 67.4 70.0 77.8 79.9 75.0 -- 135.5 79.8 123.4 118.3
5 13.2 14.3 13.8 4.7 20.7 21.8 25.9 20.8 23.6 '29.2 42.1 55.0 62.7 63.&8 62.8

-- == -- - -- -- -- -- -- -- 7.5 12,1 --  18.2 20.1

= = oo = - = = -- -- == = oo = o 4.8

S &4.6 40.5 44.3 37.6 3.4 269 32.8 32.4 35.5 40.1 38.1 36.6 33.7 359 59.1

P 18.0 15.7 18.1 22.9 29.6 35.0 43.2 232.7 58.2 59.2 65.2 67.9 65.9 105.3 131.6

‘ 2.7 2.2 2.4 1.8 1.9 4.0 1.8 2.4 1.5 1.9 2.0 2.0 2.1 2.2 2.2
B 2.6 2.4 3.3 3.0 3.7 3.7 4.0 3.6 4.6 4.7 5.9 6.1 6.3 6.2 6.5
== =< == 5.1 5.1 5.1 6.4 5.4 5.5 5.4 6.3 6.2 5.8 7.2 8.2
oo -e .- .- .- 2.5 .- 2.5 o0 3.4 3.6 5.1 4.5 4.4 4.8
1.7 2.5 2.1 2.6 3.3 4.9 3.7 3.6 2.9 2.9 3.3 2.9 2.8 2.6 4.2
E 63.9 65.5 70.8 54.5 52.9 53.8 57.9 54.8 58.2 58.6 54.5 62.9 50.7 56.7 63.2

245.0 300.2 284.9
2.8 2.8 4.0
309.3 308.2 267.3
99.7 106.0 103.5
42.2 48.4 47.3
16.5 16.0 22.2
5.1 5.1 4.9
52.3 4.6 50.1
9.4 9.4 10.8

191.7 102.6 174.6

5.7 2.7 5.8

41.7 37.6 33.4
6.0 6.1 6.1
9.6 7.2 9.6
6.6 4.8 5.5
4.3 3.5 4.1

73.4 62.5 8l1.7

6.2 6.5 6.7

291

252
102

21

51

14
147

Statistical Yaarbook axcapt foc tha following, which wars taken from America an Cifras (1965 adition):
E-y, 1959-1961; Dominican Republic, 1959; Honduras, 1958; and Nicaragua, 1957-1964.

1963; Brazil, 1965; Ecuador, 1965; Paraguay, 1963-1964; Paru, 1963-1964; Uruguay, 1959-1961; Venazuala,

59 to 1965, becauss baginning in 1959 the budgat catagory "Defanse’ was axpandad tc "Justica, Polica,
ed in tha old tarminology is unclasr, but if tha raader wants some particular data for Costa Rica
ar. This is on tha assumption that tha i948 lagally imposad cailing on sacurity forcas was

ts took placs to compansate for cost-of-1l.ving waga increasas, promotions, and so forth. Although

1 Ya k, in savaral of the tsblas throughout the text where a figura comparabla to *hia post-1959
pfansa expandituras par membar of tha armed forcas), appropriate adjustments hava baan mada.

gc
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En. BY COUNTRY
)
Average,
i Average, Early
1951 1952 1953 195 1955 1956 1957 1958 1959 1950s 1960 1961 1962 1963 1964 1965  1960s
p28.8 273.1 304.3 342.3 274.1 346.8 270.2 293.5 245.0 300.2 284.9 291.2 279.4 274.4 290.6 279.0  283.3
-- -- 4.2 .. -- 2.4 2.5 2.1 2.8 2.8 4.0 4.6 4.7 6.0 -- -- 4.8
B97.4 296.6 254.0 244.4 282.4 322.2 39%.3 413.4 309.3 308.2 267.3 252.0 262.5 267.9 272.6 -~ 264.5
75.0 -- 135.5 79.8 123.4 118.3 118.7 124.1 99.7 106.0 103.5 102.9 106.2 88.1 83.8 98.6 97.2
'29.2 42.1 55.0 62.7 63.8 62.8 53.6 48.9 42.2 48.4 47.3 Sk.6 90.7 9.2 85.8 97.5 78.4
) -- 7.5 121 -- 18.2 20.1 19.3 18.4 16.5 16.0 22.2 21.1 20.1 17.4 19.8 22.2 20.5
-- -- - -- -- 4.8 48 58 5.1 5.1 4.9 4.2 48 53 5.5 -- 4.9
40.1 38.1 36.6 33.7 35.9 59.1 S53.8 6l.0 52.3 4.6 50.1 51.9 51.9 59.4 56.8 - 54.0
= o= o0 = o0 - .- -- 9.4 9.4 10.8 149 - -- -- -- 12.9
59.2 65.2 67.9 65.9 105.3 131.6 106.7 174.2 191.7 102.6 174.6 147.6 1%.5 183.0 190.2 206.9 176.5
19 2.0 2.0 21 2.2 2.2 2.5 23 5.7 2.7 5.8 5.7 5.9 58 53 5.9 5.7
-- -- -- -- -- -- -- 33,5 41.7 37.6 33.4 344 33.4 20.8 33.3 29.7 32.5
fk.7 $9 6.1 6.3 6.2 6.5 7.7 1.2 6.0 6.1 6.1 6.1 8.5 8.2 7.4 8.5 7.5
54 63 6.2 5.8 7.2 8.2 8.6 9.2 9.6 1.2 9.6 9.3 9.0 9.3 10.9 1l4.1 10.4
3.4 3.6 5.1 4.5 44 4.8 4.8 6.2 6.6 4.8 5.5 s.1 6.0 5.7 6.2 6.1 5.8
2.9 33 29 2.8 2.6 4.2 4.2 46 43 3.5 4.1 7.0 70 7.1 4.7 49 5.8
58.6 4.5  62.9 50.7 S6.7 63.2 %.7 72.4 73.4 62.5 81.7 88.0 98.8 108.9 125.2 140.7  107.2
-- -- -- -- -- -- 7.4 59 6.2 6.5 6.7 69 6.9 7.1 69 - 6.9

E’rlcl en Cifras (1965 edition):
s 1957-1964 .

164; Uruguay, 1959-1961; Venezuela,

expanded to "Justice, Police,
icular data for Costa Rica
security forces was

ns, and so forth. Although

e comparable to the post-1959
nts have been made.
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Table 2

DEFENSE EXPENDITURES FOR A SELECTED SAMPLE OF LATIN |
(Millions of 1960 U.S. doll:

So. Amer:
Sample,
Time Period Argentina  Brazil Chile Colombia Peru Venezuela Totals
Pre-war Years
1938 145.6 -- 63.3 14.2 21.8 25.0 --
1939 -- 239.5 63.3 15.4 24.4 22.1 --
1940 128.6 189.8 63.3 14.8 19.7 24.7 440.9
1941 141.6 176.5 51.1 14.9 38.8 23.4 446.3
War Years
1942 178.4 282.9 58.4 15.0 52.5 20.4 607.6
1943 243.0 428.4 87.7 12.5 39.5 18.0 829.1
1944 432.0 421.7 65.0 13.2 44 .6 15.7 992.2!
1945 466.8 368.1 85.0 14.3 40.5 18.1 992.8]
Early Post-war Years
1946 497.9 286.5 90.0 14.7 37.6 22.9 949.6
1947 403.8 224.3 83.6 20.7 34.4 29.6 796.4
1948 573.8 202.3 67.4 21.8 24.9 35.0 925.2
1949 424 .4 257.9 70.0 25.9 32.8 43,2 854 .2
1950s
1950 323.4 257.7 79.9 23.6 35.5 58.2 778.3
1951 328.8 297.4 75.0 29.2 40.1 59.2 829.7
1952 273.1 246.6 -- 42.1 38.1 65.2 --
1953 304.3 254.0 135.5 55.0 36.6 67.9 853.3
1954 342.3 244 .4 79.8 62.7 33.7 65.9 828.8
1 1955 274.1 282.4 123.4 63.8 35.9 105.3 884.9
; 1956 346.8 332.2 118.3 62.8 59.1 131.6 1050.8
1957 270.2 394.3 118.7 53.6 53.8 106.7 997.3
1958 293.5 413.4 124.,1 48.9 61.0 174 .2 1115.1
1959 245.0 309.3 99.7 42.2 52.3 191.7 940.2
Early 1960s
1960 284.9 267.3 103.5 47.3 50.1 174.6 927.7
1961 291.2 252.0 102.9 54.6 51.9 147.6 900.2
1962 279 .4 262.5 106,2 90.7 51.9 156.5 947.2
1963 274 .4 267.9 88.1 94.2 59.4 183.0 967.0
1964 290.6 272.6 83.8 85.8 56.8 190.2 979.8
1965 279.0 -- 98.6 97.5 -- 206.9 --
NOTE: Data summarized from Table 1.
A
2 .




Table 2

JLECTED SAMPLE OF LATIN AMERICAN COUNTRIES, 1938-1965
lions of 1960 U.S. dollars)

-12-

So. America C. America Latin America
Sample, Costa Sample, Sample,

'u  Venezuela Totals Rica El Salvador Honduras Mexico Totals Totals
8 25.0 -- 1.4 5.2 -- 47.5 == I=
4 Di3}adl = 1.7 4.9 2.4 53.9 62.9 --
7 24.7 440.9 2.1 5.4 2.5 72.4 82.4 523.3
8 23.4 446.3 2.1 A 2.5 72.8  81.8 528.1
5 20.4 607.6 2.4 4.3 2.2 76.2 85.1 692.7
5 18.0 829.1 2.4 3.7 2.0 77.7 85.8 914.9
16 15.7 992.2 2.7 2.6 1.7 63.9 70.9 1063.1
5 18.1 992.8 2,2 2.4 2.5 65.5 72.6 1065.4
t 22.9 949.6 1.8 3.0 2.6 54.5 61.9 1011.5

29.6 796.4 1.9 3.7 3.3 52.9 61.8 858.2
9 35.0 925.2 4.0 3.7 4.9 53.8  66.4 991.6
B 43.2 854 .2 1.8 4.0 3.7 57.9 67.4 921.6
F 58.2 778.3 1.5 4.6 2.9 58.2 67.2 845.5
1 59.2 829.7 1.9 4.7 2.9 58.6 68.1 897.8
1 65.2 -- 2.0 5.9 3.3 54.5 65.7 --
P 67.9 853.3 2.0 6.1 2.9 62.9 73.9 927.2
7 65.9 828.8 2.1 6.3 2.8 50.7 61.9 890.7
] 105.3 884.9 2.2 6.2 2.6 56.7 67.7 952.6
1 131.6 1050.8 2.2 6.5 4,2 63.2 76.1 1126.1
B 166.7 997.3 2.5 7.7 4.2 74.7 89.1 1086.4
0 174.2 1115.1 2.3 7.2 . 4.6 72.4 86.5 1201.6
3 191.7 940.2 5.7 6.0 4.3 73.4 89.4 1029.6
1 174 .6 927.7 5.8 6.1 4.1 81.7 97.7 1025.4
B 147.6 900.2 5.7 6.1 7.0 88.0 106.8 1007.0
9 156.5 947.2 5.9 8.5 7.0 98.8 120.2 1067 .4
| 183.0 967.0 5.8 8.2 7.1 108.9 130.0 1097.0
8 190.2 979.8 5.3 7.4 4.7 125.2 142.6 1122 .4

206.9 -- 5.9 8.5 4.9 140.7 160.0 --

=
.
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Although the data in Table 3 suggest a doubling of expenditures
from the late 1930s to the early 1960s, the increase could hardly be
described as tremendous (in Lieuwen's phrase), particularly in view of
the growth rates of military expenditures elsewhere in the world. More
importantly, if one uses the average for the war years or the early
post-war years as a basis of comparison, the increase for Latin America
as a whole to the average level of the first half of the 1960s has been

more on the order of only 12 to 15 percent.

SOME OBSERVATIONS ON REGIONAL TRENDS

1. South American defense expenditures more than doubled from
the pre-war base to the average for the first half of the 1960s; com-
parable Central American defense expenditures rose by slightly less

than 75 percent.

2. Central American average expenditures stayed fairly constant
for the first four sample time periods, then rose sharply in the early
1960s. In South America, however, the greatest rise occurred between
the pre-war period and the war years (an increase of approximately 85
percent). Expenditures increased at much slower rates in the major
periods after the war: at about 3 percent in the early post-war years
(over the war years), at a similar rate during the 1950s (over the
early post-war years), and at about 5 percent in the early 1960s
(over the average for the 1950s). Stated somewhat differently, the
increase for the South American sample from the war years to the

early 1960s was about 11.5 percent.

3. Both regions have been trending upward, particularly in 1964
and 1965, but have been doing so at widely divergent rates. In South
America, 1964 defense expenditures increased by about 1.3 percent over

1963 expenditures, whereas Central American defense expenditures

e e S AT

in absolute figures grew tremendously. This was because
total national expenditures, with the rise of statism and
big bureaucracies, had risen rapidly. For example,
national budgets were several times larger in 1958 than
in 1939. [14, p. 147; emphasis added.]
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increased by about 10 percent. With respect to 1965 increases over 1964,
the South American increase was about 4 percent and the Central American
increase was about 12 percent. In large part, the differential rate of
increase is attributable to Mexico, which accounted for some 85 pevrcent
of Central American defense expenditures. As will be discussed below,

Mexico defense expenditures have been increasing at a sharp pace since
1954.

SOME OBSERVATIONS ON TRENDS WITHIN INDIVIDUAL COUNTRIES

Traditionally, Argentina, Brazil, and Chile hive been considered
to be the major Latin American military powers. To the extent that
defense expenditures are a partial measure of military power, Argentina
and Brazil (in that order -- but extremely close together) are still the
leading defense spenders. Chile, however, has been replaced by Venezuela
and Mexico, and if present trends in both countries centinue they will
be surpassed by Colombia. Venezuela's defense expenditures began to
exceed Chile's in 1956, and the gap has grown wider ever since, partly
because Chilean expenditures have trended downward while Venezuelan
expenditures have trended sharply upward. Indeed, given a continuation
in the present rate of Venezuelan expenditures and fairly stable expen-
ditures in Brazil and Argentina, it is not unlikely that Venezuela will
become the leading defense spender in Latin America by the early 1970s.
In 1963, Mexican defense expenditures surpassed those of Chile for the
first time; they have exceeded them at an increasing rate ever since.
In 1963 and 1964, Colombian defense expenditures exceeded Chilean
defense expenditures but fell slightly below them in 1965. If present
trends continue in both countries, Colombian defense expenditures will

probably exceed Chilean expenditures by 1966, or by 1967 &t the latest.

In part, the replacement of Chile by Venezuela and Mexico -- and
probably now by Colombia -- can be set down to the fact that annual
Chilean defense expenditures, beginning in 1959, appear to have stabilized
at a fairly level plateau. Why this is so is worth study. Due weight
should be given to the relative internal political stability in Chile
(that is, at least in the sense that no illegal, unscheduled changes of

"
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government occurred in Chile during the period 1938-1965); to the pos-

sible delegation of "civic action"

activities to other ministries and
agencies than the defense establishment; and finally to Chilean foreign
policy -- certainly beginning with President Alessandri -- which has
sparkplugged a movement for arms-control and armaments-reduction pro-

grams in all of Latin America.

It would be worthwhile, likewise, to study the reasons for the
behavior of Mexican military expenditures. Just as in the case of Chile,
there were no unscheduled or illegal changes of government in the period
1938-1945. Mexico has had no armed border conflicts since 1892, though
there is little doubt that she has been and is roncerned about Guatemala's

designs on Honduras and British Honduras territory. But, as one Chilean

commentator puts it regarding the two countries that border Mexico: 'The
country on its north -- the United States -- is much too big to attack,

. 1
and the country on the south -- Guatemala -- is too small to worry about."

SOME INTERNATIONAL COMPARISONS

To compare Latin American defense expenditures with the performance
of other countries in the world requires satisfying certain criteria:
(1) finding countries with defense-expenditure-data price indexes compar-
able to the price indexes used as deflators in our Latin American coun-
try studies, and with foreign exchange rates published in the United

Nations Statistical Yearbook for the period 1938-1965; (2) finding

countries with little or no involvement in World War II; and (3) finding
countries with little or no involvement in the Cold War. Obviously, not
all of these criteria can be completely and satisfactorily met in every
case. A sample of non-Latin American countries was : rertheless selected
for purposes of comparison -- a sample that is believed to be as reason-
able as could be developed. Table 4 contains the results of this effort.

The following observations are worth noting:

1. Although Latin American defense expenditures doubled over the

entire period, the bulk of the increase occurred in the period from the

1Quoted in William Benton, The Voice of Latin America (New York:
Harper, 1961), p. 150.
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pre-war years up to and including the early post-war years. From the
early post-war years to the first half of the 1960s, there was an
increase of only 12 percent. In the Afro-Asian sample, defense
expenditures more than tripled in the entire time period, and the
increase from the average amount of the early post-war years to that
of the early 1960s was even higher. With respect to the European
sample, defense expenditures increased by only 4 percent over the
entire period; however, they more than doubled between the early post-

war years and the early 1960s.

2. Switzerland is evidently the only country in the world that
decreased defense expenditures throughout the entire time period. How-
ever, it should be noted that, from the early post-war years to the
early 1960s, the rate cf increase of Swiss defense expenditures (more
than a doubling) stands in some contrast with the experience in
Argentina (a sizable decline), in Brazil (relatively stable), and in

Chile (a 25 percent increase).

3. With respect to Sweden, defense expenditures during the pericd
increased by only a trifling percentage. However, between the early
post-war years and the early 1960s, Sweden's expenditures increased by
about 90 percent -- affording the same contrast noted in the preceding

paragraph for the Latin American sample, though to a lesser degree.

SUNCN
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ITI. A PRELIMINARY EXPLORATION OF THE BEHAVIOR PATTERN OF
DEFENSE EXPENDITURES IN SOME LATIN AMERICAN COUNTRIES

INTRODUCTION

In looking at the data in the preceding section, one naiurally seeks
F reasons for the upswings and downturns in the curves of defense expendi-
4 tures for particular countries. Two questions, in particular, come to
mind immediately: (1) Are the upswings and downturns ir the defense-
expenditure curves of specific countries related to, or reflective of,
internal struggles for political power? (2) Are these upswings and
downturns related to, or reflective of, chronic conflicts between coun-

tries having historically unresolved border problems?

Although there has bezn much public discussion of these two ques-
tions, there has beern practically no systematic, quantitative analysis.
To a certain extent, the absence of quantitative analysis can be explained
away by the absence of reasonably dependable series of country-by-country
annual defense-expenditure data for extended periods of time. Mindful of
the limitations of the defense-expenditure series in this Memorandum,2
we nonetheless feel that until more refined series based on indigenous
country data are developed, the data are sufficiently good to permit a

preliminary exploration of these two questions.

We emphasize the preliminary and exploratory character of what
follows in this section, because: (1) a satisfactory analytic apparatus
for examining such complicated interactions has yet to be developed; (2)
the historical and political data for most Latin American countries have
I yet to be organized and systematized to be compatible with the analytic

apparatus adopted; and (3) improved defense-expenditure series have yet

] to be developed.3

1One significant exception is Charles Wolf's analyses of the
relationship between the level of democracy and local defense programs
in Latin American countries. See, in particular, his The Political
Effects of Military Programs: Some Indications from Latin America,
The RAND Corporation, RM-3676-1SA, June 1963.

2See Sect. I.

3Here we have in mind not only the removal of the limitations of
the United Nations Statistical Yearbook data, described in Sect. I, but
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Accordingly, the objective of what follows is not to provide defin-
itive answers to these two questions. Rather, it is to explere in a
preliminary ﬁay cne possible analytic process that may, with future
refinements and with future enrichment of the political and historical
and economic inputs on a compatible basis, produce better and higher-
confidence answers. Related to this objective, above all, is a desire
to encourage better analyses of these questions, using improved quanti-
tative data on Latin American country defense expenditures and employing
more precise and specific historical, political, economic, and military

information.

DEFENSE-EXPENDITURE TRENDS .iND INTERNAL POLITICAL
INSTABILITIES: THE CASE OF VENEZUELA

Figure 1 was designed primarily to explore aspects of the first
question, above: that is, the possible effects of internal political
upheavals on the behavior of defense expenditures. One country,
Venezuela, was chosen as a vehicle for this exploratory analysis. The
curve of chief interest in the figure -- the principal protagonist on
the stage -- is the Venezuelan one. As indicated in Table B-1 (Appendix
B), Venezuela had five unscheduled changes in government during the
period 1938-1965. In addition, she had several unsuccessful attempts
at changes in govermment. (The curves for Chilean and Mexican defense
expenditures were introduced to provide " "ckground data on the defense-
expenditure behavior patterns of two miiitarily strong countries with

no illegal or unscheduled changes in government during the period.)

Venezuela's internal political history during 193§-1965 was one of
violent and frequent upheavals. Moreover, the military played a promi-
nent role thruughout -- behaving monolithically some of the time, but

subject to frequent interservice differences that reflected internal

civilian-political instabilities. All of this was complicated by foreign

also the need to develop data on border conflicts for the period of

the onset of the conflict, for its actual occurrence, and for the after-
period. The categories of data would include the timing of special
appropriations, the breakdown of expenditure data into more detail and
for shorter time periods than one year, and so on.
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3 Unsuccessful uprisings.

{§ llegal, unscheduled changes of Venezuela
government in Venezuela,

x Colombian - Venezuelan border dispute.

% Chilean -Argentina border disputz.
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Fig.1—Behavior of defense expenditures, 1938-1965, in Venezuela
(five internal conflicts and one external conflict); Chile

(no internal conflicts but one external conflict);
and Mexico (no internal or external conflicts)
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entanglements, including, in the 1940s, some Venezuelan support for the
Caribbean legion and, in the 1960s, external assistance to internal dis-
sident elements (initially from the Dominican Republic, more recently

from Cuba) .

Venezuela was ruled from 1908 to 1935 by the classic dictatorship
of Juan Vicente Gomez. The army was the central pillar of the authori-
tarian system advocated by Gomez under the label of "democratic
Caesarism.” As such, the army's primary mission was to ensure that

any uprising against the government would be impossible.

During the next thirty years, after Gémez, the army became less
and less of a factor in the running of the government; but, paradoxically,
the cost of running the military establishment has become greater and

greater.

Beginning in 1935, when General Eleazar Lépez Contreras succeeded
Gémez, and when he in turn was succeeded by General Isaias Medina
Angarita, there began and continued a movement: (a) to broaden and
deepen civilian participation in che running of the government, and (b)
to establish and maintain a national guard (in addition to the Army,
Navy, and Air Force) with the primary duty of preserving internal
security and, by implication, of counterbalancing the traditional polit-
ical power of the army. The decline of the army appears to be partially

reflected in Fig. 1 in the downward trend of defense expenditures.

In 1945, President Medina was deposed by a seven-man junta led by
Romulo Betancourt and including Major Marcos Pérez Jimérez and Lt.-Ccl.
Carlos Delgado CThalbaud, younger officers tired of the excesses, graft,
and backwardness of the older officers inherited from the Gomez era.

In 1947, Romulo Gallegos, a rcivilian (and a prominent novelist and
teacher) was elected President. Under Gallegos, an upward trend in
defense expenditures begun earlier under the Betancourt junta continued.
The trend was a reflection, in part, of the drive of the younger officers
to push the modernization of the army and, in part, of Gallegos' deter-
mination to strengthen the national guard -- at least in part as a

counter to military influence.

i
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This upward trend in military expenditures continued unaffected
when Gallegos was deposed in 1948 by a junta of three military officers
led by Colonel Chalbaud. Chalband was provisional President until he
was assassinated and replaced by a civilian, Dr. D. Suérez Flammerich,
as president by choice of the then ruling junta. During Suarez
Flammerich's brief two years in office, defense expenditures continued
to increase, but at a greatly decreased rate. In December 1952, Colonel
Marcos Perez Jiménez, with the support of the armed forces, compelled
Suarez Flammerich to resign and had himself installed as provisional
President. A year later, he was elected President. Until the end of
1954, the drastic reduction in the rate of increase of defense spending

begun by Suarez Flammerich was continued.

Why this reduction was begun by Suarez Flammerich and continued
for the first two years of Pérez Jimenez's regime (despite his obvious
debt to the army) is unexplained. Whatever the cause, Pérez Jiménez in
his first two years of office, and even Chalbaud in his two years of
office, did not behave in the commonly imputed fashion -- that is, by
paying off their debt to the military and procuring its continued

support by greatly increased defenze expenditures.

In 1955 and 1956, however, defense expenditures, under Perez
Jiménez, increased at an unprecedently high rate, rising to a then new
Venezuelan annual high in 1956. As will be discussed in Appendix G,
the Venezuelan Parliament tried to stem the expenditures in 1956, but
somehow Pérez Jiménez managed to spend on defense in that year 13 per-
cent more than had been appropriated for defense (see Appendix G,
Table G-5). It is cormonly believed that these were the years in which
Pérez Jimenez was at his most active in attempting to build a police
state by a process of elevating to high places in the army and the
government close friends who shared in the graft. "He lavished funds
upon the armed forces, building them, for example, the most luxurious

and expensive officers' club in the entire world..." [15, p- 87].

Despite the excesses of 1955 and 1956, the last year of Pérez
Jiménez's reign (1957), curiously, witnessed a sharp decline in defense

expenditures. This decline occurred during a year when there was such
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civilian opposition to the Pérez Jiménez style of government that all
the major political parties formed a coalition to attempt to recreate
constitutional government. Also during the year, many of the officers
of the defense establishment had become thoroughly and openly disenchanted
with the corruption of the army. Why, in the face of these two forces,
did Pérez Jimenez choose to cut defense expenditures drastically?
(According to the commonly accepted theories of Latin American political
behavior, rather than cut expenditures in such a crisis, he should have
increased them.) Certainly the answer does not lie in Parliamentarily
imposed constraints. As will be shown subsequently (Appendix G, Table
G-2), in 1957 Perez Jiménez spent 30 percent less than Parliament appro-

priated to him for defense purposes'

On January 22, 1958 a junta composed of two military members and
twe civilians and headed by Rear Admiral Wolfgang Larrazabal forced
Pérez Jiménez to resign and leave the country. Larrazabal produced on
his promise of a free election: it was held in December 1958. Romulo
Betancourt defeated Larrazabal in the election and was inaugurated into
office in February 1959. Under Betancourt, the rate of increase in
defense expenditures (which had begun to rise sharply under the junta)
decreased in 1959; in 1960 defense expenditures themselves decreased

sharply, and in 1961 they decreased even more sharply.

These declines took place despite military unrest in 1960 and 1961.
In April 1960, Castro Leén, former Minister of Defense, led a revolt in
San Cristobal which was successfully crushed; Castro Leon was imprisoned
and a number of officer conspirators were dismissed. In November, a
group of army officers was arrested in the Valencia-Maracary area for
plotting the release of Castro Leon and the subsequent overthrow of the
government. In June 1961, there was a sericus uprising in Barcelona and
other cities -- all part of a program to dislodge Betancourt. On June 24,
1961 there was un unsuccessful bombing attack against Betancourt's life,
an attempt supported by Perez Jiménez, with the active assistance of

the Dominican Republic.1 Finally, a leftist-led revolt in June at

1\
So active and so apparent, that Venezuela called upon the Council
of the Organization of Amerizan States to take action. In the summer
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the nval base at Puerto Cabello had to be crushed by forces loyal to

Betancourt.

After all of this, Betancourt revised his policy of decreasing
defense expenditures and in 1962 set in train a sharp rate of increase
that ended with Venezuela's spending more on defense (in 1965) than

she had spent in any other year of her history.

In June 1963, Betancourt escaped another attempt on his life. 1In
December, Raul Leoni was elected President and continued the increase
in the rate of defense expenditures. The Minister of Finance, Eddy
Morales Crespo, in presenting the 1966 budget to the Venezuelan House
of Representatives, stated: 'Military expenditures increased by 26
percent1 during the period 1962-1965 because of promotions, the bonus
system and the periodic need of reviewing armament and equipment."

He added that "in the last few years, in order to fight guerrilla out-
breaks in several parts of the country, large sums were earmarked for

the army."2

In commenting on the Betancourt regime, Edwin Lieuwen has observed

that:

From the very beginning [Betancourt] did his utmost to
convince the armed forces that he was sympathetic to their
institutional needs and aspirations. In his frequent mes-
sages to the nation, he repeaf~ .y praised the officer corps
for its apolitical, professic . comportment, for its loyalty
and for its patriotism. Ever aware that the military had the
power to depose him, the President questioned neither the
traditionally liberal defense budgets, nor the purchase of
jet aircraft and modern arms for the mythical role the
military was preparing to play in defending the country
against unspecified external threais [15, p. 87].

In view of the sharp decline in defense expenditures in the early
years of Betancourt's regime, the Dominican Republic's manifest partici-

pation in the bombing attempt on Betancourt's life in mid-1961, and the

of that year, a meeting of the American nations held in Costa Rica
adopted a motion condemning Dominican acts of aggression and inter-
vention in Venezuela.

1By 32 percent according to the figures in Table 1.

2Latin American Times, October 8, 1965.
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more recent Cuban interventions, one cannot but think that Lieuwen
has treated Betancourt rather harshly. Equally, if not more impor-
tantly, it would appear that Lieuwen's formulation "traditiomnally
liberal defense budgets' overlooks the reality which has appeared
throughout this discussion: that defense budgets have varied sharply

at different times.

Surveying the preceding observations on the relationship between
Venezuelan annual defense expenditures and Venezuelan internal polit-
ical life, one finds many puzzling questions but few plausible answers
and, above all, considerable skepticism about certain commonly accepted
generalizations. For example, it is not very frequently true that
strictly military leaderships spend heavily and excessively on defense
as a means of perpetuating their leadership. Nor is it very ‘requently
(or clearly) true that civilian governments pamper the defense establish-
ments financially as a way of buying the continued support and loyalty
of the military. Nor is the reverse true: democratic governments do

not automatically cut military budgets.

To sum up the broad question of the interrelationships of defense
expenditures and internal politcal behavior, there is no doubt that
an important relationship exists, but that it is more complicated
than it has typically been taken to be by American observers of the
Latin American scene. Even the brief exploratory analysis attempted
here only scratches the surface of a complicated situation. It is
hoped that others will improve and enrich this Venezuelan analysis.
And it is further hoped that an improved Venezuelan analytical apparatus

will be used as a model for analyzing other Latin American countries.

THE INTERACTION OF BORDER CONFLICTS AND DEFENSE EXPENDITURES

The first question we want to consider is the possible effect of
armed conflicts over historically unresolved border issues -- or the
expectation of such conflicts -- on the historical pattern of defense
expenditures in particular Latin American countries. The question is
difficult to analyze, because no data are readily available on the

occurrence and intensity of fears and expectations, in particular
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countries, of possible armed conflicts. Furthermore, as Table C-1
(Appendix C) shows, relatively few actual armed border conflicts
occurred during the period under consideration in this Memorandum
(1938-1965) . However, enough did occur to make a beginning. The cases
chosen are Peru and Ecuador; Guatemala and Honduras; Venezuela and

Colombia; and Chile and Argentina.

Peru and Ecuador

From the information in Table C-1 on Peru and Ecuador, it is
apparent that the two countries have had a long history of conflict
over Amazonian territories. Five times since 1938, shooting has broken
out at the border. Two of these occasions are studied in Fig. 2
(Ecuadorian defense-expenditure data prior to 1952 are not available
in secondary sources). The 1956 conflict was preceded, as our data
show, by a sharp, one-year, accelerated increase in military expendi-
tures by Peru and by a prolonged, slow inc-ease by Ecuador. After the
relaxation of tension, both countries decreased defense expenditures,
but in different ways. Peru cut expenditures back sharply for a year,
then increased them again; while <cuador cut back on a continuing but

declining basis for several years.

This 1956 episode suggests that border conflicts and defense
expenditures may be interrelated. Historical evidence tends to confirm
this suggestion, though both the border incident and the increased
military expenditures may have been responsive to other factors as well.
Fears and ambitions following territorial losses in 1941 were possibly
reflected in the 1952 Ecuadorian decision to purchase some Canberra
light bombers -- a decision that could certainly contribute to a
Peruvian response. A variety of other factors, including especially
complicated domestic political patteins were probably also involved.

In Peru, for example, both the transition from a military to a civilian
president and the use of the electoral process to achieve this succession
in 1956 could have led to increased defense expenditures and perhaps

even to external tensions as guarantees of internal stability.
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A sharp increase in Ecuadorean defense spending preceded a similar
rise in tensions, accompanied by a border incident, in 1960, although
Peruvian defense expenditures seem to have been relatively unaffected.
After the war, Ecuador again decreased defense expenditures for several
years; Peruvian post-hostilities expenditures increased slightly for a

few years, then rose sharply.

Guatemala and Honduras

In Fig. 3 one notes that the outbreak of hostilities in 1964 was
preceded and followed by a sharp buildup in Guatemalan defense expendi-
tures. Honduras, on the other hand, sharply decrcased its defense expen-
ditures in the year before the outbreak and only very mildly increased
them in the year after, despite the continued upward trend of Guatemalan
defense expenditures. Considering the internally troubled situation in
Guatemala, where a military government faced sporadic guerrilla insur-
gency between 1963 and 1966, it would appear plausible that Honduras
viewed these increased Guatemalan expenditures as internally motivated

and not constituting a threat to mutual territorial ambitions.

Venezuela and Colombia

Figure 1, above, was developed to explore the question of the
nature of the relationship between upswings and downturns in the annual
defense expenditures of individual Latin American countries and internal
struggles for political power. We observe there that Venezuela and
Colombia clashed over border differences in 1941. We observe also
that the 194! conflict wac preceded and followed, in Venezuela, by
decreasing defense expenditures. From Table 2, above, we can see that
the conflict was preceded and followed, in Colombia, by a very slight
increase in defense expenditures. Thus it would appear that this partic-
ular border conflict had little or no effect on the defense expenditures
of either country -- or that whatever effect it may have had was swamped

by other governmental-expenditure problems in both countries.

Chile and Argentina

As for the conflicts between Chile and Argentina in 1960 and 1964,
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Fig. 3—Defense expenditures related to internal and external
conflicts: Guatemala and Honduras, 1946-1965
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one notices in Fig. 1 that the Chileans sharply decreased their defense
expenditures in 1959 and 1963, t'ie years preceding the conflicts.
Chilean defense expenditures rose in 1960, but fell in 1964. In 1961
(that is, the year after the first conflict), there was a very slight
decrease in defense expenditures; after the 1964 incident, defense
expenditures were sharply increased. Argentina -- like Chile --
decreased its defense expenditures drastically in 1959 and 1962-1963
(Table 2). 1In 1960 and 1964, sharp upswings in Argentinian defense
expenditures occurred. After the 1960 crisis, Argentina increased its
defense expenditures somewhat; after the 1964 incident -- quite unlike

Chile -- it decreased them sharply.

Summing up, both countries sharply decreased their dcfense expendi-
tures prior to the two conflicts. In the 1960 incident, both countries
increased their defense expenditures; in the 1964 incident, Argentina
increased, and Chile decreased, its defence expenditures. After the

1960 incident, again Argentina increased and Chile decreased defense

expenditures; after the 1964 incident, precisely the opposite took place.

Since so many other factors and variables are involved in the
Chilean and Argentinian defense-expenditure picture, it is difficult
to make this kind of partial analysis with much confidence in the

outcome. Still, the following observations should be noted:

1. The increases in defeuse expenditures during the 1960 conflict
suggest that border conflicts may have a similar upward effect on the

defense-expenditure pattern of participants in a border conflict,

2. The fact that both countries sharply decrcased defense expendi-
tures before the conflicts suggests that reciprocally decreasing
defense expenditures do not necessarily contribute to the prevention

of border conflicts.

3. The fact that Argentinian defense expenditures increased during
the yeur of the 1964 conflict lends substance to the notion that border
conflict: do have an upward effect on defense expenditures. However,
the fact that Chile continued to decrease defense expenditures suggests

just the opposite.
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4., Equally contradictory is the post-hostilities (1964) defense-
expenditure conduct of the two countries. Argentina behaved as if the
incident was closed; whereas, Chile behaved as if it were going to
prepare itself for a renewal of the conflict or, by so preparing, tc
prevent a renewal. This is not to say that the occurrence of a border
conflict may not affect post-war defense expenditures, but rather to
suggest that the occurrence may produce quite different post-war
defense-expenditure reactions. In this connection, it will be interest-
ing to observe how Argentinian defense expenditures react in 1966 and

1967 to the sharp Chilean post-conflict increase in 1965.

Summing-up the Four Cases

The four cases partially analyzed above suggest in a very general
way that there may be at least some limited relationship between the
occurrence of border conflicts and the behavior of defense-expenditure
patterns in particular countries. The relationship, whatever it is,
is complex and probably varies widely from time to time and from
country to country. Further analysis would require a more sophisticated
analytical apparatus than that employed here, and much better economic,

political, and military inputs.
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1V. DEFENSE EXPENDITURES AS A PERCENTAGE OF
TOTAL GOVERNMENT EXPENDITURES

Observers of the Latin American scene frequently inveigh against
the 'large" percentage of total government expenditures going into
defense budgets [14][22][23]. The common complaint is that economic
and social progress inevitably takes second place to the proliferation
of large and pretentious military establishments -- establishments
that help support military dictatorships. For example, Lieuwen

contends:

One of the chief impediments to real economic progress
in nearly all Latin American countries, whether the regime
was military or not, was the inflated demands the armed
forces made upon government revenues. Traditionally, since
the turn of the century, the armed forces' reported share of
the national budget has averaged about 20-25 percent annu-
ally in most Latin American countries. Official figures of
war and navy departments, however, do not tell the whole
story. Sizable appropriations for the armed forces, amounting
to perhaps 5 percent of the total budget, were often con-
cealed in appropriations for the ministries of interior,
public works, and communications. In Paraguay, after the
military coup of 1954, the share of the armed forces went up
to 50 percent and in Colombia and Cuba, due to the civil wars,
military budgets also rose sharply. 1In the total Latin
American picture, however, these increases were at least
partly counterbalanced by sharp declines in Mexico after
1938, in Bolivia following the 1952 revolution, and in
Costa Rica following the abolition of the army in 1948
(14, p. 147].

Before launching into an analysis and critique of the empirical
foundations of this point of view among students of Latin American
politics, it is not irrelevant to point out that in a truly "Smithian"
economy, one would expect defense expenditures to constitute a high
percentage of total government expenditures, because defense is one
of the principal functions of government; whereas many other functions
-- performed in some countries by the government -- are the province
of the private sector of the economy. For example, in Switzerland,
defense made up about 61 percent of total governmental <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>