AN HICTWiUY sriLve

11. O Estado de Sdo Paule, 20 July 1997, B-1.

12. See poll results in Jorna! do Brasil, 20 December 1997, 11._

13. Celso Pinto, “A dependéncia Brasil-Argentina,” Folha de Sdo Paulo, 26
February 1998, 7. . . .

14. Ronaldo Mota Sardenberg, secretary of Strategic Affairs of Brazil, O
Globo, 31 May 1997. . ‘

15. See declarations by José Luis Simén in Jornal do Brasil, 28 April 1996::
20: Arturo Valenzuela in La Nacidn, 7 June 1996; and “Tudo pela Democracia,
fst0 E, 19 June 1996, 102-103. ]

16. Heraldo Mufioz, “Capitais chilenos no Brasil,” Folha de Sdo Paulo, 12

May 1997, 3. o _
’ 17. See “Empresas latinas se toman el continente,” £ Diarfo, Santiago, 10

August 1995,

4

Strategies for Global Insertion:
Brazil and Its Regional Partners

Thomaz Guedes da Costa

In the conclusion to James Rosenau’s book on turbulence in world poli-
tics, the author offers several possible scenarios for the future of the inter-
national system.' Rosenau argues that these scenarios would result from
the structural evolution of global interactions combined with the complex
dynamics of individual and collective behaviors of political actors, as
they forecast the future, select strategies, and make decisions in order to
achieve short- and long-term interests amid the turbulence of these
post—Cold War years. At a subregional level, one can certainly profit from
Rosenau’s suggestion that the international system stands at a crossroads
of state-centric, sovereignty-bound actors and the sharing of norms for the
pursuit of iniegration on a global scale. However, his approach offers lit-
tle insight into the individual behavior of countries or societies that will,
eventually, result in this “complex dynamic” or the respective conse-
quences that will move the structure of world politics toward either inte-
gration or fragmentation. Since Francis Fukuyama's declaration that the
world system had reached “the end of history,” one finds contradictory
results in every corner of policy evaluation and claims that question the
inevitability of the ideological evolution of the governance of mankind
into the Western liberal democratic form.2 Nevertheless, decisionmakers
are now coping with the intellectual and political challenges of shaping
future scenarios, while they address today’s socioeconomic and security
crises.

Practitioners and theorists of foreign policy are exploring explana-
tions of what are and what accounts for the strategic choices of Latin
American countries in what seems to be a new framework of internal pol-
itics and external relations regarding the global system. This puzzle is
inviting to many: to investors who need to decide where to bet their
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money, or decisionmakers who must strike balances in their public poli-
cies. The following analysis aims to respond to the question of what is
Latin America’s potential role in world affairs, considering the region in a
global context and taking into account current debates in the field of inter-
national relations.

Addressing this question from the perspective of the South requires
two basic assumptions. The first regards the nature of the “new” globaliza-
tion of world politics and how it shapes the internal politics of countries,
especially newly formed democracies. I agree with the editors in assuming
the rapid expansion of politics under broad systems of negotiation and
legitimate rule, at both national and international levels, and such features
as the internationalization of the economy, the spread of political values
hased on Western liberal ideology, and changes in the global geophysical
environment that affect human conditions and institutional settings.?
However, | propose two caveats. The first is that it is questionable whether
the globalization process is in fact a clear break with the past, both in terms
of international politics based on power and the nature of the internal polit-
ical process in nations based now on democracy and the legitimacy of rule-
making. The second regards what type of new order will give structure to
the coming international system. Will it be more conducive to cooperation?
How will it manage conflicts? How will it shape relations among actors
with distinct interests, degrees of power, and strategic choices?

This second assumption involves the validity of “Latin America” as a
unit of analysis in terms of a subregion in the global system. [ want to
argue that “‘Latin America” as a unit of analysis has validity only in per-
ceived opposition to the United States. A historical review of efforts
toward a constructive, multilateral, regional policy would reveal that the
region has not developed a uniform identity in world politics. Even in
recent debates on the proposal for a Free Trade Area of the Americas
(FTAA), the response of Latin America—as an entity—to the idea of 2
new, hemisphere-wide framework for commercial relations has been luke-
warm.

However, the idea that societies and polities south of the Rio Grande
form a unity remains strong in the minds of many academics In
Washington and the United States, as well as among nationalist figures in
the region. Thus, “Latin America” is commonly portrayed as a single
actor, a synthesis of these various nations’ interests, political perspectives,
and preferential strategies for foreign policy, closer together in nature than
they are with those of the United States and other nations overseas.
Entities such as the OAS; historical instances of agreement on issues such
as World War [I, and Cuba and Castro; and a history of struggle against
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the dominance of the United States feed the unity image. Washington
WOl:Ild seem to prefer that there be more coordination among countries in
[jatm America so that it could define a broad, effective bilateral interac-
tion l.)etwef:n itself and the region. However, any collective Latin
Am'erlc_an “identity” is weakened by the diversity among the nations of the
region in terms of their domestic politics, size, location, economic scale
resources, and capabilities, as well as among their different strategic pref-‘
erenc;es.“ This desired (by some) integration of identity may someday be
pos_sable, but as yet there is too little substance behind the concept to
define any unity for practical analytical purposes.

New':rtheless, even while questioning its validity, the adoption of the
cloncept_ is necessary to address the given theme of Latin American rela-
tions Wth the United States and the rest of the world. This chapter hopes
Ito contribute to this debate by focusing primarily on the strategic behav-
ior of Bra.zill as a significant actor in defining a Latin American posture in
;(glgl gt());itgcyss,t:rxi ‘the effects of Brazil's interactions in both the regional

.The ceptral argument is that Brazil (and perhaps other nations in the
‘r‘egzo-n), facing the uncertainty of globalization, has adopted a strategy of
“pacing apd hedging.” Brazil prefers to move gradually and with caution
in expanding regional cooperation in order to gain time 1o establish a gen-
faral sense of unity and direction for the country and its neighbers in the
mtemational arena. At the same time, Brazil must hedge its strategy
against Possible negative effects in the future. All this while the nation
copes.wnh difftcult adjustments in its internal politics, tries to increase its
capacity to promote its interests abroad, and works to improve its relations
abroad and to secure cooperation that is lasting and stable within the tur-
bulent process of globalization.

To address Latin America’s role in world politics, I examine the impact
of recent major changes in domestic politics and their influence on issues
relateq to thfa search for stable democratic governance. Many Latin
American nelmons share the recent challenges of implementing democratic
gnd economic reforms. The complexity of the adjustment processes and the
:mbale.mccs they produce in Brazil’s heterogeneous local societies (in terms
of social and economic conditions) often result in contradictory responses
many of which are antagonistic to these democratic and free-market eco:
nomlc‘models. My analysis also includes the effects of new initiatives
regardl.ng confidence-building measures and overtures for regional and
sgbreglonal integration in global politics. Efforts to solve historical con-
ﬂlcts and disputes are changing political attitudes, generating new incen-
tives for cooperation, and producing a variety of initiatives for subregion-
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al integration, Finally, this chapter examines how Latin America insinuates
itself into the strategic thinking of the United States and into world politics
as a whole. Brazil is the focus of this analysis, a reflection of the nation’s
unusual scale as a political unit in Latin America and its potential capacity
1o act both in concert with and separate from its neighbors.

Domestic Politics and the Impact of Globalization

The revival of democratic regimes in the Latin American region has
already produced significant changes in the conduct of local politics, deci-
sionmaking processes and strategies, and international interactions. The
demands of regional democratization-~including economic reforms, insti-
tution building, and the need to improve income distribution and create
jobs—can be contradictory to a nation’s long-term foreign policy goals,
such as the need to link local development with export production, attract-
ing investment capital, expanding technological sales, encouraging for-
eign manufactures and service suppliers, granting property and intellectu-
al rights, and controlling monetary exchange.

Democratic Rule and Liberal Reforms

The establishment of a democratic regime in Brazil in 1988 created new
grounds for political rule, and reshaped the national economic model and
social relations. The advancement of liberal ideals and the reform of rep-
resentative institutions have created new channels for interest articulation
and policy responses. Increasing pariicipation by social actors and special-
interest groups through voting and lobbying has forced the state to mod-
ctnize, encouraged the development of a market economy, and enhanced
vertical and spatial social mobility. In many ways, this weakening of the
traditional autarkic, oligarchic, and patrimonial forms of government and
the emergence of a modern representative democracy have left Brazil to
cope with the dilemma of matching democratic rule with the withdrawal
of the state from the control of the daily lives of its citizens.” In many
ways, new opportunities have appeared for the self-promotion of the
rights and benefits of individuals and groups, particularly in economic and
social affairs. However, frustrations with timing and costs, and the unin-
tended consequences of partial decisions, have produced popular dissatis-
faction with the democratic process and demands from some groups, espe-
cially socialist ideological groups, for a return to an authoritative,
state-based reallocation of resources.
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Since the early 1990s the upper middle class has dominated the polit-
ical elite in Brazil, as in other Latin American countries, and has created a
common percepticn of the inevitable evolution of the international system
toward integration by market forces, cross-cultural trends, and common
technological matrices. The Brazilian political elite has accepted that its
country is in a period of historical transition within the structure of world
politics, especially in matters concerning relationships among the major
powers. This transition becomes important when Brazilians observe that
many other countries are undergoing significant shifts in their internal
political regimes.®
World War Il changed the intemational power structure from a multi-
polar to a bipolar system, irtroducing a struggle of ideological, geopoliti-
cal, and nuclear-military dimensions between the two superpowers and
their respective camps. The recent collapse of the Soviet Union, the demise
of several Marxist-socialist-oriented regimes, and the drive for the global-
ization of the world's economy and opening of markets commenced anoth-
er transition period in world politics and have had marked etffects on Brazil.
Brazilians perceive that important forces are at work in world politics that
have a direct impact not just on relations among the major actors, but also
on smaller or weaker actors in every region of the globe. The potential
ghaping of a multipolar world system and the repercussions of economic
interdependence and integration suggest that new interests and patterns of
relations, and a new thematic agenda have arrived on the scene Every-
where in Latin America, there is both an acceptance of these changes as
well as growing uncertainty about their consequences for individuals and
larger political units. This dilemma demands a shift in each country’s inter-
national political position toward strategies that can profit from global
forces while hedging against negative impacts.¥
The acceptance of these changes supports the position that Brazil
should attemnpt to take advantage of new opportunities and rethink how to
cope with the projection of its national interests regionally and overseas for
socioeconomic and political gains. Policymakers are perplexed, however,
by uncertainty regarding the true destiny of the international system, more
so than from doubts about what road Brazil should take in its long-term for-
eign relations.’ As the late Ambassador Paulo Nogueria Bastista said, Brazil
must find its way—either in a New World order or a New World chaos.'?
The idea that the United States now commands hegemony in world
politics is mitigated by the perception that the world is tending toward the
formation of stronger subregional economic blocs, many of which are
likely to contribute to the shaping of a new global regime. Brazilian poli-
cymakers debate the optimal course for economic integration and partici-
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pation in a global market, at the same time as they respond to ir}temal
demands for the preservation of national values and the protecno_n'of
existing power structures and privileges. The ramifications of a unified
Europe, a potential challenge from an Asian group or from Ch-ma, and
continued inequality between the North and the South mix with 10(531
demands for social and economic rights and benefits, better income dis-
tribution, and the full exercise of political rights. Brazil's society and iFs
leadership are compelled to reexamine values and preferences that tradi-
tionally have shaped the country’s foreign policy."! -

Brazil is in the middle of an era of change in regard to its constitu-
tional framework and rules for economic management and political deci-
sionmaking, a process that started formally with the new constitution of
1988.!2 The current exercise of democracy reveals the influence of tradi-
tional political chiefs, the debilities of existing institutions, and the. fast
learning curves of new actors now able to participate in the pohtlvf:z?.l
process. A redistribution of political power among intgrest groups, politi-
cal parties, and NGOs has created new alliances and introduced into the
national agenda a general reexamination of political values, preferences,
and exigencies.

The constitution of 1988 reinforced the political role of the national
congress, giving this institution new prerogatives in policy formulation,
legislative definition, and allocation of budgetary resources. In fact, the
1988 constitution gave new powers [0 the Brazilian congress to counter-
balance the hegemony of the executive and fortified the states against the
control of the federal government, This shift now permits many segments
of Brazilian society to observe and influence better national decisions, The
new regime shifted the state’s center of gravity away from the executive
office to the political market representad by the congress, Now, represen-
tatives are key players who participate in the decisions in all agendas,
including forsiun policy and national security, which have traditionally
been restricted to the Ministry of Foreign Affairs, the military, and the
office of the president.'?

Strategic Shifts in the Area of Security

Since democratization, Latin American countries have not achieved stable
political regimes with sustainable models for confronting the new cl?al~
tenges of globalization. Despite the implementation of the 1988 constitu-
tion, Brazil has not been able to produce a coherent national strategy with
wide popular support. Since the establishment of the new democratic
regime, Brazil has struggled, without apparent success, with the need for
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constitutional reform, against inflation and recession, and against despair
over the nation’s lack of government ethics. Brazilian society has not
arrived at a consensual agenda for national security, nor is it prepared to
provide direction toward a new national strategy. ' Up to now, all that has
emerged are individual decisions that challenged the conceptions that
commanded Brazilian strategic thinking during the Cold War,

Throughout the period of military government there was a notion that
national security had to be supported by increasing internal capabilities
through the expanded use of endogenous resources, taking advanrage of
the international exchange of capital and technologies, and with rigid cen-
tral planning.' In this model, the aim was to provide for rapid economic
development, exploiting natural resources and generating a modern indus-
trial force with growth rates superior to those of other countries. The ded-
icated application of the model was expected to result in a higher standard
of living for all Brazilians. According to the model, in a few decades
Brazil would be able to modernize its economy, escape from underdevel-
opment, and reinvent itself as an industrialized, developed country, able to
sit side by side with other powers to participate in the major decisions of
world politics. Internal growth plus a growing presence in external mar-
kets would permit Brazil to secure, with its own resources, a high degree
of political independence, sovereignty, and ample mobility in dealing with
other countries and international crises. .

This aim was simultaneously promoted and undermined by Brazil’s
external dependence on foreign capital, resources, and technologies, as
became apparent during the oil crisis of 1979 and the debt crunch of the
1980s. If until the late 1970s Brazil was perceived as a “rising power,”
even able to become the sixth largest economy in the world, after the mid-
1980s the country began to show its managerial deficiencies in controlling
public spending and providing for socioeconomic equality.'® It is no won-
der that many Brazilians view the 1980s as a “lost” decade, with contin-
ued high inflation, shrinkage in the GNP, an inability to manage its foreign
debt, underemployment, and a rise in the concentration of wealth, This
combination of factors provoked a crisis in the military model, with soci-
ety demanding new bases for economic management and political partic-
ipation. After 1993, with enhanced economic and democratic stability,
Brazil was able to open further its internal market to foreign capital and
investment, to privatize public enterprises, to pursue regional economic
integration, and to accept the rules, attitudes, and values of international
regimes as a road to greater participation in the world system.

Until the 1980s, the autarkic model dominated national politics, and
encouraged other thinking that aimed to meet the aspirations of the dom-
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inant oligarchy for increased national power. But this desire of the domi-
nant national elite, then led by the military, for national expansion and
state-directed modernization did not resonate among the large, silent seg-
ments of society. Brazil's effort to increase its national capabilities was
supported by the notion that it was necessary to reduce internal vulnera-
bilities and deter aggressors, both regional and global, from using coer-
cion against Brazil in international disputes. General interests, such as
safeguarding national borders or natural resources, were part of this dis-
course. However, even during the Cold War common Brazilians did not
feel threatened by the East-West confrontation, nor did they develop a per-
ception that their country was threatened to the degree that strict defense
measures would have to be undertaken to provide for security. This lack
of agreement regarding national security shifted quickly in the 1980s as
democracy and the forces of globalization arrived.

Whether because of its broad geographic features, its physical detach-
ment from the major points of friction in international politics, or its tra-
ditionally peaceful relations with its neighbors, there is no concrete evi-
dence that Brazil suffers any clear or present foreign threats to its national
security.!? Nevertheless, globalization has introduced a different notion of
security or insecurity that demands a new strategy. The 1997 Asian finan-
cial crisis was a demonstration to Brazilians of the power of global capi-
talism and how lightning-quick fluctuations of investments and savings
can destabilize the world economy. In particular it demonstrated the vul-
nerability of developing economies, such as Brazil’s, in the face of such
turbulence.'$ Wars in the Middle East, from 1967 to 1991, had disturbing
and harmful consequences for Brazil’s foreign trade, especially regarding
the supply of oil needed for a petroleum-based transportation network.
Every oil price shock in the international market pushed inflation to ever
higher levels. In every global crisis, the Brazilian government has been
surprised by events, and has shown itself incapable of organizing preven-
tive measures to minimize their impacts or of taking corrective measures
to reduce recurrent shocks.

In the 1990s other events shook Brazil’s tranquility. The Brazilian
government had never taken as a high priority the protection of its citizens
living abroad. However, the increasing numbers of migrants leaving the
country and Brazilian companies operating abroad have created disturbing
situations for the authorities. For example, during the Gulf War of

1990-1991 thousands of Brazilian workers were trapped by the hostilities
inside Iraq, making the Brazilian government awkwardly aware of its
inability to promptly evacuate them. In 1992, with the revival of the
Angolan civil war, the Brazilian Air Force had to rescue nationals work-
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ing iq that country, as local groups began to threaten the lives of Brazilians
working on projects contracted with the Luanda government,

Tt}e Amazon region has also become a focus of concern for the
Brafmhan government. Taking advantage of Brazil's extensive and unin-
habited border, drug traffickers have found new paths to push their prod-
ucts ouF of Bolivia, Peru, and Colombia toward large consumer markets in
the Umted.States and Europe. Illicit air traffic and river boating have
become objects of national programs to control regional movements of
craft anq people.'® The permeability of Brazil's borders, especially in the
Ama'z?man ‘region, has become a permanent concern. Regional threats to
Brazﬂ.s national interests include the potential for violence to spill over
from internal conflicts in neighboring countries, particularly Colombia
people -prospecting mineral resources in the middle of the jungle th(;
smuggling of drugs or people across borders, and the localized deplc;tion

of .b1od1versity that results from the extensive illegal exploitation of
regional resources,

Internal Adjustment to Economic
Insecurity from Globalization

As is Fhe case in many other countries in the Americas in this new phase
of regional and global interactions, a new sense of insecurity has arisen
df)mestically regarding Brazil’s foreign policy. Unlike the threat of a for-
eign aggressor, which typically unites a national community, this insecu-
rity is baset_i on a broad and unclear perception that globaliz;tion (cultur-
al, gconomlc, and environmental) will harm many individuals, segments
regx.ons, or groups because of their incapacity to act in a new competitive‘
environment. Thus, globalization has become a central theme on the
national agenda and a controversial rationale for policy decisions. Under
current liberal efforts at modernizing the Brazilian state, the coun'try dis-
plays what George Soros views as the deficiencies of capitalism. The
effects of Iglobalization increase popular demands, especially by .those
wha? perceive they are threatened by it, for remedial measures and new
social services, at the same time that the state’s ability to respond to those
delmar_lds is reduced by the process of government downsizing, including
privaiizations and the reduction of subsidies in the market ecm;omy con-
Qucted under the watchful eyes of taxpayers/voters who demand zlaffcc-
tiveness in the new democratic regime.?®

Domestic factors and disputes tend to increase pressure on decision-
makers regarding the impact of the internationalization of the economy.
The enhancement of democratic rule allows political reactions from a
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variety of social sectors (which can be significant in number as well as
political articulation) against the redistribution of wealth and power that is
partly a consequence of economic globalization. Ironically, these political
reactions can threaten the democratic rule that allows them voice. The key
problem is that in the short run the economy does not grow as fast as the
increase in the number of young citizens entering the labor force plus
older individuals being displaced from jobs.

This problem is aggravated by the fact that large segments of the
Brazilian population and that of other Latin American countries are uned-
ucated for modernity and unprepared to live in the competitive environ-
ment of liberal globalization. In 1990, about 45 percent of the Brazilian
population had only primary education or less. Twenty percent of the adult
population that is available for the workforce is illiterate.?! From 1990 to
1996 industrial productivity increased by 17 percent, while the labor force
was reduced by 14 percent.?? The Brazilian federal government reacted
with programs to promote employment opportunities. These include the
Generation of Employment and Income Program, which offers quick cred-
it to small businesses from employment insurance funds; the Labor
Qualification Plan, which provides competitiveness training for individu-
als and employees (which aimed to reach up to 20 percent of the labor
force between 1996 and 1999); and the Family Agriculture Strengthening
Plan, which offers financing to support small farmers. However, the ero-
sion of the spending power of the middle class is a key factor in political
instability and social turmoil. The rapid expansion of public and private
debt has resulted in a high transfer of income in the form of interest to the
rich, and the income disparities between skilled and unskilled labor have
created a new class conflict.

But how can a nation enact policies to ehigrate new wealth and to
improve the distribution of income if the dominant political actors are
undecided about the nature yt the new economic model? This dilemma is
apparent in the d25dlock over what type of model of science and technolo-
gy Latin American countries will adopt in the near future. Following
Auguste Comte’s view of science and technology as the determining force
in modem society, the withdrawal of ideological disputes, the decline in the
potential of primary-product-exporting economies, and the value of infor-
mation all combine to force Latin America to move into the modernization
process and find competitive niches. If science and technology shape the
structure of development, then decisions about investments in the field of
science and technology must be made quickly to match the decisions of
those societies that have already set out toward a new-age economy based
on intellectual capital and services. In fact, new forms of domination (and
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liberation) for Latin Americans may lie in the quality of the choices indi-
viduals, groups, firms, and countries wilt make in this regard.?

Latin American societies differ in what they perceive to be the imphi-
cations that globalization holds for their nations. Profits and benefits go to
shareholders in select investor countries, and to either those individuals
associated with foreign operations in developing countries or their local
partners, or to others who are able to shift into the new productive “para-
digm.” But many stakeholders (those who suffer the negative conse-
quences or who risk losing what they gained in the preglobalization
model) are, in the short run, a source of social problems. Less developed
countries, such as Ecuador, Bolivia, Suriname, Honduras, or Guatemala,
are particularly at risk because of the relative difficulty they face in com-
peting with the larger powers of the global economy. The long-term bene-
fits of the model of liberalized global economics, as praised by economists
from the developed world, must balance the severe, short-term negative
local effects in the region. Some form of compensation is necessary to gain
the acceptance and address the costs that liberalization demands of many
individuals in Latin America—otherwise these individuals are likely to
look to the past, to models of social rebellion and state-run economies as
solutions for their despair. This is a potential scenario for Brazil, domesti-
cally, as it is globally for the nations of the South. The gap between rich
and poor nations has also increased with internationalization. Latin
America’s average per capita income is now one-fourth that of the indus-
trialized countries in the North, contrasted to one-third in the 1970s.

A Strategic Preference for Regional
Confidence Building and Integration

Accommodation with Argentina: A First Step
Toward Regional Integration and Competitiveness

Unlike in its relations along its Amazon borders, with poor communica-
tions, a scarce population, and little formal trade, the policy of pursuing
regional integration in the Rio Plata Basin aspires to improve local rela-
tions, reinforce confidence building, bolster the competitiveness of the
Brazilian economy, and strengthen Brazil’s capacity to interact with other
economic blocs, Integration in the Rio Plata Basin has mitiated a new polit-
ical process, designed to overcome the shadow-play of local disputes
between Brazil and Argentina for international prestige. As a result, trade
between the two countries increased rapidly in quantity and diversity in the
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early 1990s. A major objective of Brazil's foreign relations in tl}is period
was to develop increased transparency in the area of security and improved
coordination of its commercial relations with Argentina. That strategy’s
success led to the establishment of an economic union among Argentina,
Brazil, Uruguay, and Paraguay, a subregional unit that has become the cor-
nerstone of Brazil's strategic outlook at the end of this century.?* The
expansion of economic relations in the region, deepened by growing trade
and communication links, shows that Brazil has opted for a national strat-
egy of interdependence in its relations with Argentina. Although the main
plans and targets established between the two countries are mostly
economic, a new partnership has been formed in scientific, military, tech-
nical, social, cultural, and political terms, which reinforces the process of
political-economic integration and joint coordination in world politics.

In addition to the trade interests that drove the economic aspect of
these bilateral relations, two other objectives were essential to making this
new construction possible. First, in the 1970s the resolution of disputes
over the exploration of the water resources in the Rio Plata Basin paved
the way for future interactions. This bilateral regime for the exploration of
natural resources has been in the building for over 50 years, with official
meetings, memoranda of understanding, and treaties. The mutual accom-
modation finally has freed both countries from a nagging source of poten-
tial disputes. The understandings that this partnership brought has miti-
gated the aggressive geopolitical visions about these resources and
neutralized the impact of nationalist claims. Over the years, successful
diplomacy and driving business initiatives overcame traditional antago-
nisms and each country’s desires to exploit unilaterally these resources for
electric power generaticn, Managed cooperatively, the Rio Plata Basin
provides a further benefit, with the integration of national waterways for
intermodal international transportation.* o

The rivalry over nuclear power between Brazil and Argentina in the
1970s has been replaced by a system that simultaneously provides bilater-
al mutual confidence and assurances to third parties. Since the end of the
1940s, Brazil’s nuclear policy had been framed by the “prisoners dilem-
ma.”2 On the one hand, Brazil had engaged in a regional race against
Argentina in acquiring nuclear weapons technology, and on thfa ot.he'r, it
challenged the Non-Proliferation Treaty (NPT) as unfair and discnmlrlaa-
tory in its prescription for arms control. Brazil's reluctance to fully abide
by the Tlatelolco Treaty of 1967 and other measures for. t.he natmngl 'devel-
opment of the nuclear technologies indicated that Brazilian authorities felt
that they could lose, in both arenas, if they abdicated efforts to fully
acquire nuclear technologies.
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In its interaction with Argentina, Brazilians saw to some extent a mir-
ror image of their own situation, Brazilian strategists had perceived
Buenos Aires as developing a nuclear program to increase Argentina’s
international status and political force, just as Brasilia had sought to do in
the 1960s. As for relations with the NPT, a robust interpretation supposes
that Brazil's strategic thinkers did not want to accept a vision of a “frozen”
distribution of world power based on nuclear weapons, with some coun-
tries allowed to have them and others not. Such a scenario was unaccept-
able to a country that was aiming to become a key player in international
politics.

One widely accepted hypothesis of why Brazil eventually changed its
nuclear policy argues that the growing interdependence between Brazil
and Argentina and between Brazil and the leaders of the NPT changed
Brazilian naticnal opinion about the role and utility of nuclear weapons,
even in the face of an uncertain future. Another relevant explanation holds
that with the establishment of democracy and greater civilian control, the
dominant international norm in terms of nonproliferation began to com-
mand Brazil’s nuclear policy.”’

Brazil's strategic cost-benefit analysis regarding its shift in nuclear
policy is difficult to model or demonstrate, in that the analysis had to
address a multilayered context of relations with Argentina, the United
States, and the broader world community. | want to argue that the rivalry
between Argentina and Brazil in this century does not show any signs of
being a conflict without some means for accommodation. The two nations
never saw military conflict as unavoidable, despite their sometimes severe
nationalist postures. Even in moments of mutually perceived positioning
for regional hegemony by the two countries, one finds no conflict situation
that would require military means.”® Strategists had to consider that if
nuclear weapons would make a difference in the regional equation, they
would also have significant negative strategic repercussions globally. The
acquisition of nuclear weapons could in fact have increased the insecurity
of both countries, creating negative impacts in other areas of their bilateral
and multilateral relations. On the other hand, the gains from cooperation
and reciprocity, which allowed an escape from the nuclear security prison-
er’s diletnma, were estimated ultimately to be greater—and evidently are.

Since the agreements for cooperation in the use of nuclear technolo-
gy signed between Brazil and Argentina in Buenos Aires (1980) and in
Iguacu (1985), the exchange of technology as well as the systematized
transparency of both programs has increased. A new regional regime was
established under the Brazilian-Argentine Agency for Control and
Accounting of Nuclear Materials. As George Lamaziére and Roberto
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Jaguaribe have argued, the compatibility of internal controls associated
with democratic governments and international management have
brought Brazil closer to the NPT regime, as the country adopted interna-
tional comprehensive safeguards under the Quadripartiic Agreement
signed with Argentina and with the International Atomic Energy Agency
(1991).%° Both Brazil and Argentina have definitely abandoned programs
for weapons of mass destruction and given assurances to others—but this
does not imply that Brazil will sign the NPT. Although one could argue
for some potential benefits or sympathy that could result from such a
move, Brazil would be abandoning the principle of sovereign equality
among states that it has cherished iraditionally in its foreign policy.
However, as a new international regime takes over, Brazil moved in 1997
to abide fully by nonproliferation rules under both the NPT and the
Tlatelolco Agreement,

Is regional integration in the Rio Plata Basin an inexorable process‘?
As long as it is led by decisionmakers who have lived in the two histor-
cal periods—before and during the growth of Mercosur {Portuguese:
Mercosul)—doubts and uncertainties will remain. But as the common
benefits of cooperation multiply and spread throughout these national
communities, the stakes increase for a potential rupture in the integration
process. Segments of both societies will suffer under the changes w%’ought
by integration, and the process will pass through periodic conflicts of
interest and setbacks. However, since there is no fundamental dispute
worth a return to the past or against continued interdependence, one can
be optimistic, even if the process is moving at a slower pace than some
would wish.

Latin America’s Role in World Politics

Until the !5ie 1990s, the countries of Latin America were perceived sole-

ly in terms of their cultural differences, their raw materials and commodi-
ties, and their marginal markets for investment. Today some countries,

particularly those with major populations and markets such as Brazil and -

Mexico, attract attention also for their potential to disturb the world econ-
omy if one or more of them fails to meet its obligations or becomes an
unacceptably high-risk actor due to economic mismanagement or to a per-
ceived incapacity to adjust quickly to new international circumstances.
Here I want to argue that regional integration, relations with Europe, and
dealing with the United States in a strategic perspective are key elements
of Latin American strategies for insertion into the international system.

R i e gy

Mercosur as a Strategic Step Toward
Hemispheric and Globa! Integration

One way for Latin American countries to gain visibility and bargaining
power on global issues is to increase their presence through integration
initiatives. The development of Mercosur/Mercosul both strengthens
regional bonding and functions as a springboard for the region to gain
ground in global competition and markets. This works both for the larger
countries, such as Brazil, and the smaller countries, such as Paraguay and
Uruguay, which can follow a piggyback strategy of gaining from general
subregional growth and enhancement. It is irrelevant whether the motive
for regional cooperation is trade- and service-related or more that of
achieving greater presence in hemispheric affairs. The fivefold growth in
trade between Argentina and Brazil in less than a decade is evidence
enough of the common benefit from both types. These bilateral gains and
the larger global objectives are met simultaneously through the strategy of
strengthening Mercosul. In addition, the implementation of new regional
policies is now intrinsically involved with Mercosul’s relations with the
Free Trade Area of the Americas (FTAA) and with the expansion of trade,
investment, and technological transfers with the European Union.

In the traditional Latin American view, Mercosul and Brazil’s region-
al policy are far from Simon Bolivar’s dream of Latin American integra-
tion based on common bonds of culture and political interests.’® If the
Bolivarian concept were dominant today, then integration would follow
patterns of sociocultural preferences, which patterns would only be likely
if the public sector provided the critical investments to bind the integra-

tion. In reality, the current drive for integration in the Americas follows a .

pattern of increasing economic exchange driven by the demands and
opportunities of the market, within both Mercosul and NAFTA,

The failure of the Andean Pact to advance its inlegration is evidence
of this contrast. The lack of perceived economic space for a win-win situ-
ation undermined common political or strategic goals. These national mar-
kets basically compete with one another more than they complement one
another. The project also has suffered from a context of mutual mistrust,
These factors have led member countries, so far, to sustain strategies that
pursue individual gains from protectionist measures.

As we consider Brazil’s strategy for coping with globalization, name-
ly dramatic neoliberal economic reforms to make the economy more com-
petitive in global markets, it is clear that this leaves Brazil significantly
vulnerable. International indices show that Brazil’s economy ranked
between thirty-fifth and forty-fifth in terms of competitiveness among
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countries in the 1990s. The country lacks competitive advantage in key
aspects of the modern economy, such as telecommunications, computers,
pharmaceuticals, transportation, tools, and other capital goods. Industries
based on the intensive use of high technology continue to prefer to buy
packages from abroad rather than from local providers. Since state-run
science and technology industries have been privatized, local innovators
must seek new markets abroad to make up for the absence of what were
once large local consumer markets.

The development of Mercosul has improved Brazil’s ability to com-
pete globally, For both Brazil and Argentina the commercial results have
been impressive. Mercosul’s GNP grew 3.8 percent from 1991 to 1996, as
compared with the world’s average of 2.9 percent.’! Within the subregion,
202 million people form a market with a $991 billion GNP and an increas-
ing potential for growth as new groups of consumers are brought into the
consumer market as a result of successful economic policies. Within a
decade, internal trade has increased tenfold to $82.2 billion—growing 9.8
percent in 1997 alone—while world commerce increased by 7.0 percent.

According to Brazil’s strategic perspective, there is conceptual com-
patibility between regional arrangements and the global drive for liberal-
ization, under the scheme of the International Trade Organization. Brazil
has argued that its strategic focus aims for “open regionalism” as a build-
ing block for a global trade regime based on greater liberal principles.*? In
the debate in the Western Hemisphere about possible structures for a com-
mon market, decisionmakers in Brazil (and many of its neighbors) are
unsure of the wisdom of engaging in an open-trade area that includes the
economic powerhouse of the United States.

Brazil’s performance in the world market is promising, although it is
clearly still vulnerable to comnetiiion, severe volatility, and international
crises. [n 1997 Brazil’s exports of manufactured goods remained stable at
55 percent of total sales. The export of basic products stood at 27 percent,
led by raw sugar and soybean oil. In general, there was a high degree of
concentration on a few products—iron ore, coffee beans, soy flour, soy-
beans, and shoes—which comprised 23 percent of all sales. Mercosul was
the most important market for Brazilian manufactured products (28 per-
cent); the United States was second (21 percent). Internally, dynamic
emerging export industries included food and beverages, auto parts and
transportation in general, petrochemicals, mining, telecommunications,
pulp and paper, wood, leather, and grains.

Latin American countries, and Brazil in particular, prefer to develop a
negotiation strategy that will result in postponing decisions on interna-
tional or regional integration in order to provide more time for their
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economies to increase in competitiveness and adjust to the levels of their
key partners. Some countries, and not just those with smaller and less
developed economies (inciuding Brazil, for instance), are afraid that severe
adjustment costs in the short term will not maltch the promised gains in the
long term. Exports and the attraction of investments in a free-trade zone are
the greatest molivating factors for embarking on the FTAA project.
However, the economic displacement of a large portion of the population,
within the context of economic and political turbulence and reforms, caus-
es uncertainty about how to carry out such a plan,

In the negotiation and implementation of an integration proposal,
each country has to manage its shortcomings and mitigate negative
impacts on many national sectors that are less competitive than those of
partner countries. Internally some geographic region or a sector, such as
agriculture or food processing, may argue against the free-trade arrange-
ment due to short-run losses stemming from their lack of comparative
advantage. For Brazil and for Mercosul, these complex internal political
matters must be confronted before going to the bargaining table. For
Brazil, industrial sectors that produce consumer and capital goods, such as
the automotive, tool, computer, and electronics goods industries directed
at internal consumption, would have greater advantage from association
with the United States through the FTAA. On the other hand, primary-
goods exporters, including the agricultural industries, as well as industri-
al sectors, are more likely to benefit from a liberalization agreement with
the European Union and Asian countries.?

Another key point is that Brazil as a global trader must aim to main-
tain a certain balance in the geographic distribution of its trade. In 1997,
of its total exports, it shipped 20.6 percent to North America, 22.9 percent
to Latin America Integration Association (ALADI) countries, 26.8 percent
to the European Union, and 16.4 percent to Asia. The pattern of imports
was very much the same. Imports of manufactured goods from all sources
increased in the past years to 12—15 percent, while 8-12 percent was from
NAFTA countries.

A Bargaining Triangle: Latin America, the
United States, and Europe

Close relations between Europe and Latin America are a historical, cul-
tural, and economic two-way street, Some specific instances are revealing.
A Brazilian or Mercosul move for liberalization and integration with the
European Union would substantially increase agricultural exports of bath
grains and meat. European direct investment in the privatization process
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in Brazil or in large industrial parks with access to Latin American con-
sumers, as seen in the automobile, entertainment, and food industries, pro-
duces a situation that Felix Pefia called a “natural triangle” for bargaining
among Mercosul, the European Union, and the United States.>
Politically, the attractiveness of tighter ties with Europe has two sub-
stantive elements, especially since many in Latin America are skeptical
about the implementation of the FTAA. First, interdependence with
Europe would help to balance the region’s historical asymmetry in its rela-
tions with the United States. Unsure of Washington’s commitment to
hemispheric commerce, Latin American countries began to distance them-
selves from bilateral negotiations with the United States, as seen in the
early days of NAFTA. Mercosul is a viable anchor for policy coordination,
something that does not please U.S. diplomats. Joining a free-trade area
with Big Brother can be risky. The option that Mexico took would appear
to have dramatic costs for South American nations, as Peter Smith
describes in his chapter of this book. In fact a preferential trade agreement
with the United States that excludes the European countries 1s likely to
increase the dependence of the region on the United States because it
would concentrate trade bilaterally. As Guadalupe Gonzalez makes clear
in her chapter, NAFTA membership has led to significant trade diversion
toward the United States, at the relative cost of trade with Europe.
Second, Latin American countries are also subject to the drive of
European nations’ promoting their own current and future commercial and
investment interests in the Western Hemisphere. This factor gives value
and viability to the strategy of using European interest as leverage for such
countries as Brazil and Argentina in bargaining jointly with the United
States. What benefit does the United States provide to Scuth Aterican
countries that Europe could not match? As Brazil’s President Fernando

il o

Henrigue Cardoso pointed out, “The greater the trade competition between
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the United States and EUTQP%, the better for us, since it lowers prices. The
fact is that 643y Brazil has the United States as its main commercial part-
ner. But the European Union, as a whole, imports and exports a little more
than the United States. . . . [W]e are anxious to increase our commerce. In
relation to the United States, we have greatly expanded. But, unfortunate-
ly, we are accumulating deficits.”*® Thus, this strategy adds a European
card to the “consolidation of Mercosul and preparation for the FTAA."* It
is important to note that in 1997 Mercosul’s total trade was 25 percent with
Europe, 18 percent with the United States, 22 percent within Mercosul, and
8 percent with other Latin American countries {ALADI)."®

Finally, in regard to the benefits of relations with Europe, countries
will pace their decisionmaking and policy implementation in response to
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developments in the Millennium Round of the International Trade
Organization. In the process of consolidating and improving Mercosul,
decisionmakers will have to understand how the FTAA will overfap in the
future with proposals coming from the WTQO's new rounds of global nego-
tiation. Those new ideas and especially the pace of negotiation may
depend significantly on the establishment of a free-trade agreement
between Mercosul and Europe. First, this agreement can be perceived in
itself as part of strengthening Mercosul to bolster trade with Europe.
Second, it may then produce an added incentive for the United States to
negotiate friendlier, shared terms for the implementation of FTAA,

Facing the Inevitable: Bargaining with the United States

Brazil's relations with the United States must be viewed in the context of
Mexico’s decision to join formally with North America, and Argentina’s
expressed desire for “carnal relations” with the global superpower.
Clearly, the nature of a nation’s relations with the United States is of para-
mount importance in determining & strategy for insertion into the interna-
tional system.

Regarding Brazil there is a pattern of uneasy exchange with the
United States. The perceived significance of these tensions depends on the
type of lens one uses to observe the impact of Brazil's strategy on the
United States and both countries’ frustrations in their respective respons-
es to particular political demands. Brazilians argue that their country’s
caution in opening up its economy is based on the fragility of its produc-
ers in competing with external products. The United States, however,
wishes to increase its largest bilateral trade surplus, which is with Brazil
{$6.28 billion in 1997-—60 percent greater than in 1996, 60 percent of
Brazil’s total imbalance—of $9.37 billion surplus in trade with Latin
America, with the exception of Mexico). This has been Brazil’s largest
deficit with the United States in nine years.™ U.S, exports are largely cap-
ital goods, particularly telecommunications and computer-related equip-
ment. The fastest growing import is aircraft for both countries, reflecting
Brazil's continued competitiveness in commuter aircraft and the expan-
sion of Brazilian carriers into the international market.

Bickering about market conditions produces criticism at both ends.
Americans complain about the slow pace at which the Brazilian govern-
ment is opening its internal market, and Brasilia is critical of Washington’s
protectionism. Brazil argues for the reduction of U.S. trade barriers against
Latin American agricultural exports (it also protests formally against
European protectionism).* Again, this bilateral picture, as for any other
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country in Latin America, must be seen also in light of the mu!ti!ateral pro-
posal for the FTAA. These contrasting demands and perspecuves create
ambiguity. It is not easy to imagine a specific, short- or medium-term sglu‘
tion to this bilateral pattern with the United States or to picture these l?nlat-
eral relations contributing to larger multilateral goals in a global environ-
ment marked by the reduction of all tariffs and other barriers to trade.

Washington’s reluctance to negotiate obscures the view of the r_oad
ahead. Unfortunately, fast-track ability for the president of the United
States to negotiate trade agreements with Latin America wil% not come
soon. This puts at risk the credibility of 1.S. initiatives, both bﬂ:.ateral and
multilateral, until the president is granted broader and more flexible pow-
ers of negotiation, Latin Americans are skeptical gf the resglts from th_e
Washington political process because the society in the United States.ls
clearly unconvinced of the value of further free-trade agree.rr?ents with
Latin America. U.S. interest groups maintain protectionist positions, even
while they condemn similar measures in other countries. .

The uncertainty of Washington’s internal decisionmaking and leader.—
ship regarding hemispheric trade explains why countries such as Brazil
prefer to slow the process of FTAA negotiation and work to promote coop-
eration with other Latin American countries in creating an agenda for
hemispheric trade. Formal negotiations for the FTAA will start n ZQOS.
The preparation phase of the arrangements is now unden_* way with per.md-
ic meetings of heads of state, one of the most recent being the Summit of
the Americas in Santiago in April 1998.*' These meetings define the for-
mat, rules, and terms of reference for each negotiation front that collec-
tively form the basis for a future free-trade area. The FTAA process, based
on smaller meetings that deal with specific items or agendas of s'ubstance,
is intended to “slice the sausage” into topic areas such as services, gov-
emment purchases, conflict resolution, agriculture, intellectual prop'e'rty
rights, subsidies, antidumping, compensatory measures,.and compe.ntioln
policies. The active participation by major Latin American countne§ 1s
essential and has been effective in reducing the influence of the United
States, which would be much more powerful if these negotiations were
carried out on a bilateral basis, case by case.

Conclusion
If one wishes to consider Latin America as a political unit for analysis,

either because of its common history in international politics or because
its countries as a group face the United States in a complex relationship,
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the region’s role in world politics is essentially mixed. On the positive
side, Latin America offers diverse opportunities for trade, exchange of ser-
vices, investments, and markets for all types of products. Its continued
growth both in population and in expansion of niches for businesses pro-
vides attractive prospects. However, unstable politics, unconsolidated
democratic governance, and persistent inequalities produce unwanted
consequences for those actors that see the region with positive prospects.

Countries in Latin America must struggle with national options that
are not clear and often are contradictory. In search of foreign support for
local development, attention must be given to the sources of capital as
well as to questions of public credits and investments. In some instances,
accepting prescriptions from Washington for political and economic con-
duct in internal development (and in bilateral and multilateral foreign rela-
tions, for that matter) can yield interesting possibilities for some Latin
American countries for bolstering their presence in the global system. But
for some countries, especially those with the complexity of Brazil, Peru,
Mexico, or Argentina, the combination of internal political structures that
demand stabilization and development and external incentives for produc-
live growth in a globalized system may not offer sufficient incentives for
alignment. Thus, different patterns of negotiation and mutual understand-
ing must be established to accommodate both internal and external forces
nto an integrated political process. As observed by a U.S. ambassador to
Brazil, as Brazil modernizes and the United States develops new strategies
for regional outreach, enhancing the U.S.-Brazilian dialogue will be criti-
cal.*> Washington’s new strategies may not fit well with those now under
way south of its border. In the decisionmaking process in Latin American
countries, the strengthening of democratic regimes does not eliminate the
broad scope for conflict among countries in the hemisphere, because such
strengthening does not necessarily reduce the differences between their
individual interests or strategies. Negotiation may be the best road for res-
olution, but conflict and disputes will mark the process.

In many ways, the specific type and degree of attention that Latin
America receives from Washington are clearly defined by internal domes-
tic issues and political flare-ups in the region, especially those that affect
markets and investments. The success of regional cooperation in trade,
fighting against drug trafficking, and—for what it is worth—a post-Castro
Cuba will depend on how countries in the region accomplish each stage of
thetr own internal adjustment and how external confidence building s per-
ceived by the U.S. government and opinionmakers in the marketplace.
Nevertheless, the relations between Latin America and its extraregional
actors in Europe and Asia may not receive equal attention among Latin
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American countries themselves. As witnessed at the recent Summit of the
Americas in Santiago, issues are not always sufficiently expressted and
strategies are not perceived as sufficient to form the basis for multilateral
consensus. ) .

One suggestion presents itself for how Latin American count.nes can
better promote a new pattern of understanding across t‘he region and
greater presence in the global system. Every country in Latm Amenczf can
increase local potentialities by negotiating free trade with Europe, elther
individually or as a group, while addressing social demands and seeking
to meet the actual costs of liberalizing markets, with attention to the short-
term social costs of displacement. Interest groups in Latin Amer_ica,
including business and labor associations, can find partners in the United
States that demand the further opening of Latin American markets aqd
oppose protectionist advocacy in the United Stateg. Demsxor}makers. in
subregions can reduce the pace of their regional initlau.ves for. integration
by slowing the pace of growth and increasing the delnsny of ties, Finally,
if nothing eise works, Latin American countries W.lll no longer have to
worry about going down the drain alone, because if tbey fail they very
well may bring the U.S. and global economies down with them.
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