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ABSTRACT 
 

This thesis explores the dynamic interplay between U.S. policy priorities and the allocation 

of International Monetary Fund (IMF) loans to Latin American countries, probing the extent to 

which geopolitical interests shape financial assistance strategies. At its core, the research 

investigates whether IMF lending practices serve as an extension of U.S. foreign policy, 

particularly in the context of promoting economic and political ideologies aligned with American 

interests. Drawing on a comprehensive review of IMF loan distributions and U.S. policy agendas, 

the study critically examines the hypothesis that loan allocations are influenced more by political 

considerations than by the economic needs or reform commitments of recipient countries. The 

analysis is framed against the backdrop of significant global challenges, including economic 

recessions, geopolitical conflicts, and shifts in international relations, which further complicate the 

landscape of international finance and development. By analyzing voting patterns at the United 

Nations General Assembly, this thesis uncovers the nuanced mechanisms through which political 

affinity and strategic concessions might sway the direction and conditions of IMF lending. In doing 

so, it contributes to the broader debate on the politicization of international economic institutions 

and the implications for national sovereignty and development in the Global South. 
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Chapter 1  
 

Introduction 

In the years leading up to the 2001 financial crisis, Argentina was celebrated as a model of 

neoliberal economic reform and was a favored recipient of IMF loans. The country had been 

grappling with a wide array of economic issues, including a mounting public debt, a currency 

pegged to the U.S. dollar that restricted its ability to devalue its currency to boost exports, and a 

severe recession. In a bid to stave off default and restore investor confidence, Argentina turned to 

the IMF for assistance. The Fund responded with a series of loans throughout the late 1990s and 

early 2000s, culminating in a massive $22 billion package in 2001, which at the time was the 

largest in its history (IMF, 2003). These loans came with stringent austerity measures, including 

deep cuts to public spending, aimed at achieving fiscal balance (Paddock, 2002). 

However, far from stabilizing the economy, these measures exacerbated the recession, 

leading to increased unemployment, poverty, and social unrest (IMF, 2003). The public's 

frustration culminated in December 2001 with widespread riots, leading to a political crisis that 

saw several presidents resign in quick succession. Ultimately, Argentina defaulted on over $100 

billion in debt, the largest sovereign default at the time, and uncoupled its currency from the dollar, 

leading to a sharp devaluation (IMF, 2003). In the aftermath, while the IMF acknowledged some 

mistakes in its handling of the Argentine crisis, the episode remains a controversial chapter in the 

Fund's history. Critics argue that the IMF's insistence on fiscal austerity contributed to the depth 

and severity of the economic downturn in Argentina, underscoring the potential risks associated 



2 
 
with IMF programs, particularly in countries with underlying vulnerabilities and without adequate 

safeguards to protect the most affected populations (Paddock, 2002).  

The 2001 financial crisis in Argentina serves as a pivotal example of the broader 

implications of IMF loan interventions on sovereign economies. Marked by profound economic 

decline and societal upheaval post-IMF engagement, the case of Argentina illuminates the intricate 

dangers associated with external financial support, especially when tied to rigorous conditions. 

This episode is notably significant within the Latin American context, where nations have long 

navigated the impacts of Western economic doctrines and interventions. Argentina's struggle with 

IMF-imposed austerity measures, which precipitated extensive poverty, unemployment, and social 

unrest, parallels the experiences of numerous other countries in the global landscape. These 

instances underscore the critical question of whether IMF loans, often seen as lifelines, might 

instead be double-edged swords that entrench economic vulnerabilities and dependency. 

The financial resources the IMF controls, along with its ability to influence a country’s 

politics makes it one, if not the most powerful international organization. Given the history of 

Western imperialism in the Global South, a Neo-Marxist perspective suggests that many loan 

programs are no more than disguised attempts of economic colonization. In fact, they contend that 

saddling the Global South with debt is fundamental to the refinement of costly and cumbersome 

colonial structures into a Neo-colonial system of domination. External debt has been the entry 

point for many Western countries and international organizations to impose harsh austerity 

measures in developing countries that have severe economic and social consequences. Research 

has suggested that IMF loans do little to alleviate poverty and promote development in developing 

countries because loan programs are not suited to simultaneously tackle social and economic 

concerns; in fact, IMF loans require austerity and policies of economic liberalization, which has 
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led to “the widespread adoption of the Washington Consensus policies . . . [reducing] potential 

gains in life expectancy at birth by 1.23 years” (De Vogli et al., 2009, p.7). However, does the IMF 

simply not know what works in developing countries, or could it be that effective policies are 

subordinated to the interests of the powerful forces that drive the international capitalist economy? 

Powerful capitalist states, primarily the U.S., are thought to dictate IMF loans at the expense of 

easily exploitable developing countries (Thacker, 1999).  

In light of the recent economic recession, rising inflation, the Russo-Ukrainian war, supply 

chain crises, and Federal Reserve rate hikes, one can only expect the demand for loans to increase 

as developing and affected nations continue to struggle. But would these countries be better off 

implementing alternative solutions which preserve national autonomy? Countries paying back 

larger sums than they receive would be acceptable if loans truly contributed to their intended 

purpose: sustainable development and humanitarian aid. But many suggest that the truth is that the 

IMF perpetuates a vicious and ideologically driven cycle in which developing countries take out 

new loans to pay off old debts, each loan with stricter conditions than the last (Ambrose, 2005). In 

opposition to the IMF’s proclamation that it is an apolitical institution, recent literature agrees that 

IMF operations certainly contain a political dimension: the IMF’s self-identification as an 

apolitical body may have to do with the mainstream reduction of politics to points of contention 

within Liberalism. If politics can only be endogenous to liberalism, then the stifling and refusal of 

that outside liberalism is not seen as a political act, as politics is self-contained in a capitalist frame-

of-reference.  

While the extent to which US interests transcend into IMF lending decisions is still 

contended, it is important to highlight the deep rooted and long-standing motivations to covertly, 

or overtly, impose Western capitalist ideology in Latin America. The Cuban revolution, 
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culminated in Fidel Castro’s rise to power in 1959, marked a pivotal moment for the Cold War era 

and the development of foreign policy across the globe. As the Cuban revolution’s repercussions 

extended far beyond the Cuban border and significantly altered the geopolitical landscape in the 

Western Hemisphere, the U.S. was compelled to strategically alter foreign policy priorities to 

remain the global hegemon and prevent the rise of communist regimes in Latin America.  
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Chapter 2  
 

Literature Review 

The Cold War and US Foreign Policy 

The historical and cultural backdrop of Latin America during the Cold War era, marked by 

intense ideological battles and the quest for autonomy, sets a critical stage for understanding the 

region's political evolution and its interactions with global powers. At the heart of this 

transformative period was Fidel Castro's Cuba, which not only embraced Marxist ideology but 

also fortified its ties with the Soviet Union, introducing a novel ideological narrative to leftist 

regimes across Latin America. In fact, Castro himself is seen to be a symbolic figure of resistance 

to U.S. imperialism and the desire for social and economic reform. The revolution challenged 

traditional U.S. dominance in the region, presenting communism as a viable alternative to the 

current world order which too often left the Third world isolated. To many leftist regimes, it 

provided a successful model by which small groups of resolute revolutionaries were able to 

overthrow dictatorial regimes that appeased U.S. interests and subordinated those of local 

marginalized communities. In the charged political atmosphere that was Latin America in the Cold 

War era, Castro’s dedication to social justice reform, land reform, and economic equality seemed 

like a necessary alternative to a region plagued by poverty, inequality, and totalitarianism.  

 The revolution’s impact on U.S. foreign policy was immediate and extensive, primarily 

due to the expectation of a domino effect on other Latin American countries. Many U.S. officials 

expressed this notion, which served as the cornerstone of U.S. foreign policy during the Cold War. 

President Dwight D. Eisenhower, for example, specificaly mentioned the domino theory in 
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connection to Southeast Asia during a 1954 speech to Congress, but he also extended the same 

reasoning to Latin America (Glennon & United States Department of State, 1982). Additionally, 

an interview with Dean Rusk, former U.S. Secretary of State, makes evident that the Cuban 

revolution not only threatened the spread of communism in Latin America, but that it also 

destabilized the U.S.’ position in international community:  

The movement of Cuba toward communism was a deep shock to the American people. 

Castro’s prestige in the hemisphere made his successes a real threat to the stability of the 

other countries of the hemisphere. It would have been a very important development if 

Cuba had emerged with a noncommunist government a loyal member of the Organization 

of American States, as a country that was willing to refrain from the interference in the 

affairs of other countries in the hemisphere. This focus of revolution that had been 

established in Cuba was a serious threat to the institutions of the hemisphere (Rusk, 1990, 

p.92).    

 These worries were exacerbated by Latin America's close proximity to the United States. 

Latin America, under the purview of the Monroe Doctrine, which had governed American foreign 

policy in the Western Hemisphere since the early 1800s, was considered an area worthy of 

safeguarding in order to protect the U.S. against interference of foreign states (Smith & 

Covarrubias, 2022). The emergence of communist regimes in this area was seen as a direct danger 

to the national security of the United States, which was heightened significantly during the 1962 

Cuban Missile Crisis, when the Soviet Union stationed nuclear weapons in Cuba only 90 miles off 

the coast of the United States. Economically, Latin America also held importance to the United 

States. American companies had substantial investments in the region, particularly in the 

agricultural, mining, and electricity sectors. The rise of communist regimes likely preceded the 
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nationalization of most of these industries, which meant significant monetary losses for American 

investors and a loss of the well-established foothold on trade policies. For instance, American-

owned companies and assets were seized without compensation after Castro assumed power in 

Cuba, resulting in a large loss for American investors and the subsequent imposition of a trade 

embargo by the United States. 

 U.S. Interventions in Chile, Guatemala, and Nicaragua during the Cold War era were also 

heavily motivated by the economic interests of American investors. In Guatemala, the Arbenz 

government implemented agrarian reforms that threatened the operations of the United Fruit 

Company, a large American corporation with significant land ownership in Guatemala (Smith & 

Covarrubias, 2022). In a draft policy paper prepared in the Bureau of Inter-American affairs in 

1953, it is stated that “the loss of [the United Fruit Company, the International Railways of Central 

America, and the Guatemalan Electric Company] would be damaging to American interests and 

prestige in Central America, and a severe setback for programs for economic development in the 

hemisphere through private capital investment” (U.S. Department of State, 1953, p.1075). Taking 

this into consideration, the draft policy paper urged the United States to bring pressure to the 

Guatemalan government to take action against communist influence in the country and abandon 

its unfriendly attitude towards the United States. The U.S. Department of State acknowledged a 

similar rationale for intervention in Chile under the Allende government:  

The prospect of the nationalization of two of the leading Chilean copper companies, 

Anaconda and Kennicott—both owned by corporations based in the United States—along 

with the growth of socialist sentiment throughout the hemisphere led the United States to 

overtly and covertly send aid and assistance to the Chilean Government, as well as to 
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political parties such as the Christian Democratic Party (PDC) (U.S. Department of State, 

n.d.). 

  Economic sanctions and assistance for opposition organizations were among the many 

steps the U.S. government used to topple Allende's administration, especially under President 

Richard Nixon and Secretary of State Henry Kissinger. Along with its involvement in the military 

coup that resulted in Allende's downfall, the United States also contributed to the development of 

Augusto Pinochet, a ruthless military dictator more in line with American business interests.  

A crucially strategic decision made during the Cold War was the United States' use of 

foreign aid as a primary tool of involvement in Latin America, mainly through the Alliance for 

Progress. In contrast to military action, economic aid was considered a more discreet and globally 

accepted method of intervention. It was thought that by promoting economic prosperity and 

stability, desires to join communist movements could be reduced (JFK Library, 2019). As a 

principally indirect method used to achieve the goal, it is likely that economic assistance was also 

seen to be less likely to provoke Soviet action or a larger conflict. Furthermore, this approach was 

consistent with the United States' self-image as a champion of democracy and economic 

prosperity. 

These principles were instilled by the Alliance for Progress, which was established by John 

F. Kennedy in 1961. The Alliance for progress was a comprehensive program designed at 

encouraging economic cooperation, social change, and growth throughout Latin America. The 

plan promised major financial aid to enhance modernization, eliminate economic disparity, and 

strengthen democratic government in the region (JFK Library, 2019). It was the Kennedy 

administration’s judgement that Latin Americans resented the policies under the Alliance for 

Progress (JFK Library, 2019). Many were suspicious of the economic help and the emphasis on 
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growth and change and saw it as a way for the United States to wield power and safeguard its own 

interests in the area. The aid's conditionality, as well as the United States' preference for certain 

regimes over others, contributed to conceptions of the Alliance as a weapon of American 

hegemony rather than real collaboration. In proclaiming that “When a strong nation supplies 

another with food, she requires that the recipient serve her”, Che Guevara (1961) was a paragon 

of the viewpoint that the Alliance for progress was nothing more than a tool of U.S. imperialism 

design to curb revolutionary movements and maintain economic and political control of Latin 

America.  

Despite its ambitious goals, the Alliance for Progress had mixed outcomes. The program's 

success was hampered by political instability and corruption inside Latin American countries, as 

well as the U.S.’ inconsistent commitment (JFK Library, 2019). Roughly 10 years after its 

implementation, the Organization of American States disbanded the committee responsible for the 

Alliance for Progress. However, the U.S. approach was not limited to economic aid. The U.S. also 

engaged in clandestine operations and supported military regimes in Latin America that opposed 

leftist movements. As a result, various Latin American countries during this period were ruled by 

staunchly anti-communist authoritarian regimes, many of which were implemented following 

U.S.-backed military coups. Due to the direct economic benefits American enterprises would reap 

from the liberalization of markets, the U.S. government faced large incentives to prolong the rule 

of these regimes and continue profiting from them. The IMF provided the perfect tool by which 

the U.S. government could operate under a veil of political neutrality while advancing their own 

interests: American representatives could bring forward plans to allocate funds to countries which 

they would like to reward, while conveniently possessing enough power to veto petitions for loans 

to countries they would like to punish. 
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Many agree that the attacks of September 11th caused the interests of U.S. foreign policy 

to shift from anti-communism to counter-terrorism. This period saw the U.S. recalibrating its 

approach towards Latin American countries, moving away from direct political intervention and 

military involvements, which were characteristic of the Cold War period, to a more nuanced 

strategy centered around economic engagement and security cooperation. The promotion of free 

trade agreements like the North American Free Trade Agreement (NAFTA) and the Central 

American Free Trade Agreement (CAFTA) was a key element of this strategy, aiming to integrate 

Latin American economies more closely with the U.S. through liberalized trade and investment. 

These agreements were part of a broader U.S. policy to encourage open markets and neoliberal 

economic reforms in the region. However, this shift in policy also brought its challenges. While 

the U.S. reduced its direct military interventions, the focus on counter-narcotics and 

counterterrorism led to new forms of engagement, particularly in countries like Colombia and 

Mexico, where U.S. military aid and cooperation intensified under initiatives like Plan Colombia 

(Smith & Covarrubias, 2022). These new forms of involvement often sparked debates about U.S. 

influence in the region, with critics arguing that they continued to prioritize U.S. security interests 

over the domestic concerns of Latin American countries (Stokes, 2001).  

In response to these evolving dynamics, Latin American countries showcased a mix of 

adaptation and resistance. One significant trend was the rise of regional integration efforts, as 

exemplified by the creation of the Southern Common Market (Mercosur) and the Bolivarian 

Alliance for the Peoples of Our America (ALBA). These regional bodies represented attempts by 

Latin American countries to forge stronger economic and political ties within the region, seeking 

to reduce their dependence on external powers like the U.S. and the IMF (CFR.org Editors, 2023). 

Mercosur, for instance, focused on promoting free trade and fluid movement of goods, people, and 
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currency among its member states, while ALBA was more explicitly aimed at countering U.S. 

influence, promoting social welfare, and pursuing alternative, more socially oriented economic 

policies (The Editors of Encyclopaedia Britannica, 2023). 

Additionally, the period saw the rise of leftist governments in countries like Venezuela, 

Bolivia, and Ecuador, often referred to as the "Pink Tide." These governments challenged the 

neoliberal policies promoted by the IMF and the U.S., seeking to implement alternative economic 

models focused on social welfare, poverty reduction, and greater state control over resources (Roa, 

2016). This political shift was partly a response to the social and economic inequalities exacerbated 

by the structural adjustment programs of the 1980s and 1990s. These developments in Latin 

America reflected a broader aspiration for more autonomous and self-determined paths in 

international politics and economics. They signaled a growing recognition of the need for regional 

solutions to regional problems and a reevaluation of the role and influence of external powers like 

the U.S. and the IMF in the region's affairs. This collective move towards alternative development 

models and the rejection of externally imposed structural adjustments illuminate the complex 

dynamics at play in IMF lending practices. It sets the stage for understanding the IMF's 

interventions not merely as financial mechanisms but as instruments within a larger geopolitical 

strategy, where power imbalances in the international system often dictate the terms and extent of 

engagement.  

Rationale for IMF intervention 

 Most scholars assume a political dominance model of IMF lending, where the structure of 

international institutions can only be expected to reflect the same distribution of power that is 
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observed in the international arena. Just like the hierarchical nature of the international power 

structure, the IMF is thought to resemble a highly politicized institution in which Western states 

assert dominance over others and bear most of the power when formulating international policies 

and conditionality agreements (Stiles, 1990). Thus, one would expect to observe biased lending 

decisions which benefit Western capitalist states, regardless of economic factors that would 

provide support for opposing decisions.  

The IMF’s publicly stated decision-making procedure allocates loans on the basis of a 

doctrine of economic neutrality that is blind to potential political influences (Thacker, 1999). 

However, the structuring of the executive board begs the question of how economically influential 

countries, primarily the U.S., can exert its foreign policy goals on loan distribution. Unlike the 

United Nations General Assembly’s (UNGA) one country, one vote system, the IMF weighs votes 

based on the size of the voting country’s capital contributions (Dreher & Jensen, 2007). Voting 

power is allocated per quota size: each member state contributes a quota subscription to the Fund 

and receives 250 basic votes and an additional vote per SDR 100,000 of quota (Barro & Lee, 

2005). Today, the United States holds 17.43% of the vote, which gives the U.S de facto veto power 

over all decisions requiring a “special voting majority” of 85% (IMF). Additionally, as each 

country’s representative on the executive board is appointed by the country’s government, it is 

doubtless that a representative’s decisions likely reflect the interests of government they serve. In 

the case of the U.S., the American Executive Director works with the U.S. Treasury Department 

to develop American positions on conditionality agreements, and then meets with IMF staff and 

other executive members during the program design stage (Oatley & Yackee, 2004). The appointed 

board then votes on a package assembled by the IMF staff, so it is likely that U.S. policy 
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preferences influence the size and conditions of loans, as well as whether to lend in the first 

place. Indeed, a series of case studies conducted by Killick (1995) suggest that one third of the 

cases studied secured favorable loan terms due to the intervention of major powers on their behalf.  

Moreover, the Meltzer Commission—a study sponsored by the U.S. Congress—implicitly 

accepts the view that “G7 governments, particularly the U.S, use the IMF as a vehicle to achieve 

its own political ends”, and suggests that the IMF should not be used to satisfy G7 finance ministers 

or members of powerful political groups (Andersen et al., 2006, p.1844). In addition to government 

involvement in the appointment of its own representatives, the U.S. is highly influential in 

determining the organizational structure of the IMF, more so than any other G7 country: the 

managing director of the IMF is appointed via a process for which the U.S. possesses veto power, 

and other powers may be reluctant to speak out against the U.S. as it also holds the power to veto 

other powers’ proposed programs (Thacker, 1999). Consequently, “no managing [Fund] 

director can make a major decision without clearance from the U.S” (Thacker, 1999, p.42). 

Ultimately, the U.S.’ veto power in the IMF makes it better suited to shape the content of loan 

programs than any other industrialized country, as no other G7 country controls enough of the 

votes to veto proposals. The U.S. Congress has also made clear how American power extends into 

the International Monetary Fund’s operational decision making: several legislative mandates have 

been passed to ensure that the American executive director protects U.S. interests, such as a 

requirement for the U.S. representative to oppose extending credit to any country controlled by a 

communist government during the Cold War (Thacker, 1999). Similarly, Killick (1998) provides 

examples of how the U.S. representative pressed the IMF to extend lending to Argentina and 

Mexico throughout the 1980s to serve its own interests. It is noteworthy that the political pressure 

exerted by the U.S. to facilitate loans to Argentina came at a time during which U.S.-approved 
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dictator Jorge Rafael Videla and his military government was carrying out a genocidal “Dirty War” 

against leftists and other dissidents, which involved politically motivated murders, kidnappings, 

and torture on a mass scale (Osorio, 2021). 

As aforementioned, the IMF claims to operate under a veil of economic and political 

neutrality, but in practice, “IMF conditionality agreements emerge from bargaining between 

various IMF departments, the government applying for assistance, and high-level officials, 

including the national representatives serving on the Fund’s Executive Board” (Oatley & Yackee, 

2004, p.417). Laying out a framework by which political factors are not thought to have, but 

expected to have a substantial effect on the bargaining process of IMF conditionality is a necessary 

precursor to any model that assumes a power-based model of IMF decision making. Putnam 

proposes a two-level game theoretic model by which such bargaining occurs. At the first, national 

level, domestic groups pursue interests by pressuring governments to adopt favorable policies, and 

politicians seek power by constructing coalitions among those groups (Putnam, 1988). At the 

second, international level, national governments seek to maximize their own ability to satisfy 

domestic pressures while minimizing the consequences of foreign development (Putnam, 1988). 

According to the model, two chief negotiators which presumably have no individual preferences, 

but negotiate on the behalf of the governments they serve, meet to reach an agreement, subject to 

the constraint that any agreement must then be ratified by the organization (Putnam, 1988).  

At the first level, bargaining occurs between each group’s negotiators for a tentative 

agreement. At the second level, discussions occur between each group of constituents about 

whether to ratify the tentative agreement. The win set of the game is defined as all the possible 

level 1 agreements that could be ratified; an agreement “wins” when it is voted for. Looking to the 

figure in Appendix A, Xm and Ym are the most beneficial outcomes for each player (in this case, 
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the IMF and the debtor country), while Xi and Yi are the least beneficial outcomes which each 

player could tentatively agree to. If player Y moves their minimum outcome to Y2, the bargaining 

range becomes smaller, and if it is moved to Y3, bargaining is no longer possible (Appendix A). 

As a movement to Y3 on the bargaining range suggests that player X would not agree to any 

agreements proposed by player Y, it is entirely possible that level 2 of the game never occurs, and 

negotiation is halted before constituents can vote to ratify or before a tentative agreement is 

reached (Putnam, 1988). This game theoretic approach emphasizes the need for an analysis that 

goes beyond economic indicators and includes political relationships and strategic interests, 

thereby offering a more holistic view of the factors influencing IMF loan allocations. The 

discussion on the dilemmas faced by debtor governments and lending institutions, as explored by 

Lehman and McCoy (1992), further contextualizes the complexities inherent in these international 

financial negotiations, highlighting the delicate balance between accommodating domestic 

political pressures and meeting international obligations. 

Lehman and McCoy (1992) propose two dilemmas which actors may run into when 

partaking in Putnam’s two-level bargaining game. Firstly, a debtor government dilemma: if the 

state refuses to accept offer concessions, it risks retaliation of international banks or international 

organizations, and if it readily agrees to these institutions’ proposals, it risks political polarization 

and mobilization (Lehman & McCoy, 1992). Secondly, lending institutions may face a bank 

dilemma: if lenders pressure debtor governments to meet the obligations they have outlined, such 

as making interest payments, they too risk retaliation through debt repudiation or moratoriums. 

However, if they make too many concessions, they risk the alienation of constituent banks and key 

shareholders (Lehman & McCoy, 1992). Thus, the debtor must find a bargaining strategy to 

address the concerns of domestic interest groups and simultaneously satisfy the concerns of 
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international creditors, while lending institutions must address the concerns of the debtors and its 

members. Lehman and McCoy (1992) apply the two-level bargaining game to analyze Brazilian 

debt negotiations of 1988, and conclude that only two-level games are able to illuminate the 

interaction of domestic politics and international relations.  

The significant influence wielded by powerful member states, particularly the United 

States, in shaping loan terms and conditions underlines the politicized nature of international 

financial institutions. The insights gained from examining the two-level bargaining model 

proposed by Putnam (1988), alongside the dilemmas identified by Lehman and McCoy (1992), 

emphasize the intricate balance of power, strategic negotiations, and the pursuit of national 

interests that define the IMF's lending practices. As such, this investigation enriches our 

understanding of the multifaceted criteria influencing IMF loan allocations, challenging the notion 

of impartiality, and highlighting the need for a broader perspective that encompasses both 

economic and political dimensions in analyzing international financial aid dynamics. 

Relevant Findings 

Numerous case studies allude that political factors likely play an important role in the 

distribution and conditionality of IMF loans, but given that the board’s considerations for loan size 

and structure are highly secretive and not publicly available, analysis is limited to econometric 

studies of the role of political factors in the IMF’s decision making. Thacker (1999) attempts to 

construct a systematic political explanation of the IMF’s behavior by analyzing if powerful states, 

particularly the U.S., are capable of using international organizations as instruments of national 

foreign policy, and to what extent the political interests of powerful states can change the behavior 
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of other member states. Prior literature had determined the impact of economic variables on IMF 

lending, but the exclusion of political variables limited the explanatory power of these models 

(Thacker, 1999). In addition, research has shown that the IMF is rather inconsistent in its loan 

dispersion, and repeatedly approves loans despite the recipient country’s failure to adhere to loan 

conditionality on previous occasions. Thus, Thacker (1999) attempts to prove via a quantitative 

analysis that politics affect IMF behavior and that political factors affect interactions of multilateral 

organizations with their member states. It was hypothesized that political proximity between the 

borrower country and the U.S on key political matters and the political movement towards the U.S. 

policy stance influences IMF lending; the more closely a country aligns with the U.S., the higher 

the probability it will receive a loan from the IMF, and movement toward the U.S. on international 

political issues will increase the probability of an IMF loan. It was concluded that a potential 

borrower is rewarded if they move closer to the U.S. policy stance, regardless of absolute 

alignment with the U.S. (Thacker, 1999). 

Andersen et. al (2006) contributed to Thacker’s (1999) model, and provided a formal 

theoretic model of the rationale governing IMF loan allocation. The authors proposed that the 

likelihood of receiving an IMF loan is dependant on the number of political concessions a debtor 

country is willing to make in order to get closer to U.S. policy preferences. The authors prefaced 

the study with the notion that the United States plays a critical role in IMF lending conditionality, 

and that in order to maximize political influence, large political concessions towards the U.S.’ 

policy stance will be rewarded with more frequent IMF loans. The latter is modeled and proved 

via an all-pay auction-type mechanism of optimal loan allocation, by which larger policy 

concessions towards the U.S. position increase the probability of loan allocation. As opposed to 

only considering UNGA votes on issues which the U.S. determines “key issues”, votes on all 
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UNGA issues can better signal a country’s true policy stance. Thus, Andersen et al. (2006) 

investigated how the size of political concessions—measured as the difference between a country’s 

actual position and true political preferences relative to the U.S. position—affected the probability 

of receiving an IMF loan (Appendix A). Consistent with Thacker (1999),  Andersen et al. (2006) 

found that the US influenced how the IMF distributed its loans, and added that higher policy 

concessions likely led to a greater probability of loan allocation. 

Existing literature has contended that U.S. politics intervene in the decision to loan, as well 

as the size and conditions of loan programs. Rather than trying to predict entry to IMF loan 

programs from American foreign policy interests as is done by Thacker (1999) and Andersen et 

al. (2006), Oatley and Yackee (2004) considered if variation in American financial and foreign 

policy interests explain why some countries receive larger loans than others. Oatley and Yackee 

(2004) determined that American policymakers regularly shaped IMF conditionality agreements: 

The IMF offered larger loans to countries heavily indebted to American commercial banks than to 

other countries, and larger loans were offered to countries that were closely allied to the U.S. 

Moreover, loan allocation facilitated achieving American financial goals as developing countries 

- which make up the majority of debtor countries - serviced their debts to American commercial 

banks (Oatley & Yackee, 2004). Countries which previously looked towards American 

commercial banks as a source of finance were able to continue servicing loan repayments so long 

as IMF credit continued to come in. Thus, it is expected that American commercial banks pressure 

American policymakers to represent their interests in IMF decision making, resulting in 

preferential treatment of countries heavily indebted to American commercial banks.  

However, as the amount of credit is only one the IMF’s major policy instruments, Dreher 

and Jensen (2007) extended this analysis to see if a similar pattern prevailed in regard to loan 
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conditionality. In a similar manner to Thacker (1999), the study tested the effect of voting with the 

United States on UNGA issues on the number of IMF conditions imposed on the loan. Their 

findings supported their hypotheses; countries that voted with the U.S. in the UNGA systematically 

received loans with fewer conditions, and countries that were close allies of the U.S received fewer 

conditions prior to elections. If the U.S. found the incumbent politician favorable because they 

aligned with the U.S. policy stance, they may have been rewarded with more lenient conditions 

and the opportunity to manipulate the economy for electoral gain (Dreher & Jensen, 2007). Based 

on these findings, it was concluded that the IMF does not set conditions on the basis of economic 

conditions, but on the basis of political relationships between the U.S and the recipient country.  

Further, Bird and Rowlands (2017) showed that there is substantial evidence supporting 

the inclusion of political factors in the prediction of IMF loan allocation while highlighting a 

number of caveats concerning the validity of aforementioned research. Like Dreher and Jensen 

(2007), Bird and Rowlands (2017) presumed that industrialized countries may be expected to favor 

countries which are strategically important, and countries in which American banks and 

multinational corporations (MNCs) have a substantial financial involvement. An alternative 

hypothesis, which is mostly ignored by other existing literature, is presented: Fund programs could 

also be used to bribe unaligned developing countries into pursuing policies which most favor the 

Fund’s key stakeholder. In this case, poorly performing countries could be offered loans more 

often as an incentive to reform (Bird & Rowlands, 2017). Whang et al. (2018) empirically tested 

this direction of causality by analyzing economic policy concessions and the amount of U.S. aid 

dispersed between 1995 and 2012. The study was based on the notion that aid serves to benefit 

donor interests rather than recipient needs, and aid is offered to coerce recipient countries to accept 

policy concessions that benefit the donor country (Whang et al., 2018). The authors argued that 
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the U.S. provides aid to countries that are willing to adopt policy reforms that open up their 

economy and increase business freedom, and donors will seek larger concessions for these reforms 

if recipients request larger sums of aid (Whang et al., 2018). These reforms could directly benefit 

the U.S. by increasing the amount of U.S. exports or improving the investment environment for 

American businesses, as free-marked based reforms typically leave previously protected natural 

resources vulnerable to hawkish investors. Results showed that the U.S. was more likely to provide 

aid to countries that facilitated a better business environment, and the amount of aid dispersed 

increased as the recipient country adopted reforms to expand the market for foreign investment 

(Whang et al., 2018).  

While existing literature predominantly frames IMF loans within the context of U.S. 

geopolitical and financial interests, suggesting that preferences and alliances play significant roles 

in loan allocations and conditions, another layer of complexity is introduced when considering the 

broader implications of international aid. The nuanced findings of Kono and Montinola (2009), 

Bueno de Mesquita and Smith (2010), and Dutta et al. (2013) shed light on the intricate dynamics 

between aid and political structures. This narrative suggests that international aid is not merely a 

financial instrument but also a tool of political influence that can shape the governance landscape 

of recipient countries. Kono and Montinola (2009) reveal that aid tends to improve the survival of 

political leaders; while long-term aid benefits autocrats more than democrats, short-term aid seems 

to bolster democratic leaders more effectively. Further research by Bueno de Mesquita and Smith 

(2010) supports the idea that aid can strengthen political leadership across different regimes, 

emphasizing the political dimensions of international assistance. Dutta et al. (2013) extends this 

perspective by suggesting that aid doesn't merely preserve the status quo but can actively influence 

governance models. Their analysis indicates that aid can make democratic countries more 
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democratic and autocratic regimes more entrenched, highlighting the transformative potential of 

aid on political structures.  

It is worth noting that studies assessing the effect of external power on formal IMF voting 

practices may be disregarding the fact that potential political biases may affect internal fund culture 

rather than voting behavior. The IMF may favor socialist governments less because the policy 

environment may be hostile towards liberal market-based policies, in which case the IMF staff 

may be reluctant to propose a loan program with loose conditions prior to any formal voting in 

which country representatives are involved. Additionally, previous literature has rarely included 

both demand and supply side factors in their analysis. Thacker (1999) and Oatley & Yackee’s 

(2004) studies were conducted using sample periods in which many countries were simultaneously 

experiencing economic and political reforms, so it is contested that the concluded direction of 

causality in these studies is problematic. Moreover, most of these studies were carried out using 

sample timeframes in which larger quantities or larger sums of loans are expected due to persistent 

debt crises. While Thacker (1999) suggests that the role of U.S. influence in the IMF’s decision-

making process became more important in the post-Cold War era, Killick (1995) suggests that the 

end of the Cold War should have liberated IMF processes concerning ex- Soviet countries from 

external political influence. Due to the IMF’s heavy involvement in transitional economies, the 

true influence of external politics is still questioned. 
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Chapter 3  
 

Theory and Hypotheses 

Affinity 

In conceptualizing the international system where the United States holds hegemonic 

power and fundamentally shapes the global status quo, it becomes evident that the structural design 

of the IMF might facilitate the extension of U.S. policy preferences onto the international stage. 

This perspective is bolstered by ample evidence suggesting that the IMF's architecture and 

decision-making processes are conducive to amplifying the influence of the U.S., thereby allowing 

it to potentially utilize the IMF as an instrument for rewarding allies or penalizing adversaries. 

Against this backdrop, the construct of affinity is introduced as a measure intended to encapsulate 

the relationship dynamics between the United States and other countries. Affinity is designed to 

quantify the degree of alignment or discord between nations, specifically reflecting how closely 

their interests and policies converge with those advocated by the U.S. This measure serves as a 

tool for examining how bilateral relations influence and are influenced by IMF loan allocations, 

positing that countries with higher levels of affinity towards the U.S. might be more favorably 

positioned in terms of receiving financial support or favorable loan conditions from the IMF. I 

propose that political affinity can be modeled by the aggregation of two measures: the degree of 

agreement between dyads and the size of political concessions made by the recipient country 

towards the U.S. position.  
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Recognizing the limitations inherent in existing metrics for quantifying the affinity 

between nations, it became imperative to devise a new measure that could more comprehensively 

capture the multifaceted nature of international relationships. Traditional metrics, such as United 

Nations General Assembly (UNGA) voting patterns, provide a baseline understanding of 

congruence in political stances but often fall short of encompassing the depth and breadth of 

bilateral engagements. To address this gap, the decision was made to expand beyond mere voting 

alignments, incorporating the magnitude of policy concessions that countries publicly make to 

align closer with the United States. By including both UNGA voting agreement scores and the size 

of policy concessions, this new measure aims to offer a more robust and nuanced understanding 

of how nations demonstrate their alignment and "public displays of affection" on the international 

stage. This measure, therefore, seeks to capture not just the presence of agreement but the extent 

to which countries are prepared to adapt their policies in pursuit of closer ties with the U.S. 

 As a measure of likeness between countries, affinity should reflect observable patterns in 

bilateral relations. For instance, a country that overtly opposes U.S. policies is unlikely to exhibit 

high affinity scores towards the United States. This expectation aligns with the idea that the 

Figure 1: Conceptual Model 



24 
 
nuances of international relationships, including ideological congruencies or conflicts, should 

manifest within affinity metrics. The United States' historical aversion to communism serves as a 

prime example. Given this backdrop, communist countries, which inherently diverge from U.S. 

policy preferences due to ideological discrepancies, are anticipated to showcase lower affinity 

levels towards the U.S. This observation leads to the first testable hypothesis: Affinity is predicted 

to correlate with a country's regime ideology, suggesting that capitalist nations will demonstrate 

higher levels of affinity towards the U.S. than their communist counterparts.  

𝐻1: 𝑅𝑖𝑔ℎ𝑡 𝑙𝑒𝑎𝑛𝑖𝑛𝑔 𝑟𝑒𝑔𝑖𝑚𝑒𝑠 𝑤𝑖𝑙𝑙 𝑑𝑖𝑠𝑝𝑙𝑎𝑦 𝑙𝑎𝑟𝑔𝑒𝑟 𝑎𝑓𝑓𝑖𝑛𝑖𝑡𝑦 𝑡𝑜 𝑡ℎ𝑒 𝑈. 𝑆 𝑡ℎ𝑎𝑛 𝑙𝑒𝑓𝑡𝑖𝑠𝑡 𝑟𝑒𝑔𝑖𝑚𝑒𝑠 

Loan Volume and Frequency  

 Under the assumption that ideological alignment, or lack thereof, significantly influences 

the depth and nature of bilateral relations between Latin American countries and the United States, 

it's essential to consider the reciprocal nature of these relationships. Specifically, the potential 

correlation between affinity and IMF loan allocation must be understood within the context of 

mutual benefits. Previous research has illuminated the capacity of aid to bolster the stability of 

governments, underscoring its strategic use in the international political arena (Bueno de Mesquita 

& Smith, 2010; Dutta et al., 2013; Kono & Montinola, 2009). The United States, leveraging the 

IMF, potentially extends loans to countries with policies favorable to its interests. In return, these 

financial aids serve not merely as economic support, but as strategic investments to sustain regimes 

that align with U.S. policy preferences. Thus, the loans disbursed might act as mechanisms to 

stabilize regimes that the U.S. favors, enabling the continuation of policies that benefit the U.S., 

such as free trade agreements. It logically extends that affinity would be a key determinant in the 
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allocation of IMF loans. If the United States, leveraging its dominant position within the IMF, 

seeks to sustain regimes that align with its political or economic interests, it follows that the IMF 

would be more inclined to allocate loans—both in terms of size and frequency—to those 

governments that the U.S. deems strategically significant or ideologically compatible. 

𝐻2: 𝐶𝑜𝑢𝑛𝑡𝑟𝑖𝑒𝑠 𝑑𝑖𝑠𝑝𝑙𝑎𝑦𝑖𝑛𝑔 ℎ𝑖𝑔ℎ 𝑙𝑒𝑣𝑒𝑙𝑠 𝑜𝑓 𝑎𝑓𝑓𝑖𝑛𝑖𝑡𝑦 𝑡𝑜𝑤𝑎𝑟𝑑𝑠 𝑡ℎ𝑒 𝑈. 𝑆. 𝑤𝑖𝑙𝑙 𝑏𝑒 𝑚𝑜𝑟𝑒 𝑙𝑖𝑘𝑒𝑙𝑦 𝑡𝑜 𝑟𝑒𝑐𝑒𝑖𝑣𝑒 𝑎  

ℎ𝑖𝑔ℎ𝑒𝑟 𝑓𝑟𝑒𝑞𝑢𝑒𝑛𝑐𝑦 𝑜𝑓 𝐼𝑀𝐹 𝑙𝑜𝑎𝑛𝑠 

𝐻3: 𝐶𝑜𝑢𝑛𝑡𝑟𝑖𝑒𝑠 𝑑𝑖𝑠𝑝𝑙𝑎𝑦𝑖𝑛𝑔 ℎ𝑖𝑔ℎ 𝑙𝑒𝑣𝑒𝑙𝑠 𝑜𝑓 𝑎𝑓𝑓𝑖𝑛𝑖𝑡𝑦 𝑡𝑜𝑤𝑎𝑟𝑑𝑠 𝑡ℎ𝑒 𝑈. 𝑆. 𝑤𝑖𝑙𝑙 𝑏𝑒 𝑚𝑜𝑟𝑒 𝑙𝑖𝑘𝑒𝑙𝑦 𝑡𝑜 𝑟𝑒𝑐𝑒𝑖𝑣𝑒  

𝑚𝑜𝑟𝑒 𝑠𝑖𝑧𝑒𝑎𝑏𝑙𝑒 𝑙𝑜𝑎𝑛𝑠 

Change in US preferences  

Overall, existing literature has shown that there is substantial evidence supporting the role 

of U.S. influence in the IMF’s decision-making process; studies have shown how different 

measures of increased political alignment with the U.S. results in an increased probability of 

receiving a loan, higher loan payments, and looser conditions on these loans (Thacker, 1999; 

Oatley & Yackee, 2004; Dreher & Jensen, 2007). However, these studies have not assessed 

whether these conclusions still hold even when the U.S. policy agenda changes and representatives 

may no longer be concerned with reaching the same foreign policy goals. Assessing these 

relationships in two distinct time frames will facilitate identifying if IMF lending practices change 

in congruence to U.S. policy agenda shifts. During the years 1962-1980, immediately following 

the Cuban missile crisis, it could be argued that the U.S. was keen on limiting the power of 

communist regimes and anti-communist efforts were at the head of U.S. foreign policy priorities. 

In an effort to prevent or reverse the spread of communism to neighboring countries which could 
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be strategically favorable to the U.S., the U.S. could have used the IMF as a vehicle to implement 

free-market reforms in exchange for aid. Thus, due to the intensified anti-communist sentiment 

and regime volatility during this time period, it is likely that the U.S. promoted the provision of 

larger rewards to countries that demonstrated political alignment with the U.S., which also likely 

opposed communist governments.  

While a pattern may still be observed during the period in which anti-communism is no 

longer believed to be the main concern of U.S. foreign policy, there are fewer incentives for the 

U.S. to provide such large rewards if combatting communism is less of a priority. Many agree that 

the attacks of September 11th caused the interests of U.S. foreign policy to change from anti- 

communism to counter-terrorism. Given that this change in the policy agenda also marked a large 

shift in prospective areas for U.S. political intervention from Latin America to the Middle East, it 

is expected that the influence of the U.S. in IMF loan allocation in Latin America is not as 

substantial once U.S priories shifted to a different geographic region. 

𝐻4: 𝑇ℎ𝑒 𝑒𝑓𝑓𝑒𝑐𝑡 𝑜𝑓 𝑎𝑓𝑓𝑖𝑛𝑖𝑡𝑦 𝑜𝑛 𝐼𝑀𝐹 𝑙𝑜𝑎𝑛 𝑓𝑟𝑒𝑞𝑢𝑒𝑛𝑐𝑦 𝑎𝑛𝑑 𝑣𝑜𝑙𝑢𝑚𝑒 𝑖𝑠 𝑚𝑜𝑟𝑒 𝑝𝑟𝑜𝑛𝑜𝑢𝑛𝑐𝑒𝑑 𝑏𝑒𝑡𝑤𝑒𝑒𝑛  

1962 − 1980 𝑡ℎ𝑎𝑛 2002 − 2020  
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Chapter 4  
 

Data and Methodology 

The sample for this analysis comprises all sovereign Latin American countries that boast 

independent economies and are UNGA members within the designated time frames of interest—

specifically, the periods spanning from 1962 to 1980 and from 2002 to 2020 (n=20). Omitting the 

years in which the effects of the Latin American debt crisis dominated the rationale for lending 

will allow to control for more frequent and larger than average loan distributions in Latin America. 

The analysis will include all lending facilities except for Structural Adjustment Facilities (SAF 

and Enhanced Structural Adjustment Facilites (ESAF). The Fund developed the Structural 

Adjustment Facility and Enhanced Structural Adjustment Facility in the mid 1980s, but as these 

loans are typically associated with larger loan sums and harsher conditions, they will not be 

included in the model.  

Affinity 

Agreement  

Dyadic agreement scores are available for all UNGA sessions and all member states. A 

UNGA dataset produced by Erik Voeten, Professor at Georgetown University, includes the 

variable “agree”, a voting similarity index between both countries on all UNGA issues in a given 

year. A country’s vote was coded 1 if they voted “yes” or approved of the resolution, 3 if they 

voted “no” or disapproved of the resolution, and an abstention was coded 2 as the half-way point 

between approval and disapproval. The data on all issues for each country in a given year were 
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normalized to range between 0 and 1, producing a nominal variable where higher values indicate 

closer alignment on votes in a given year and lower values indicate lower alignment. While 

agreement scores face significant validity issues, using a spatial model limits the effect of the 

composition of the voting body on measuring state preferences. Spatial models offer estimates of 

“discrimination parameters” that measure how different individual roll-call votes are to their ideal 

points (Bailey et al., 2017). Thus, votes can be weighed according to how much they correspond 

to a country’s main preference dimension. As they are not weighed identically, the effect of the 

votes on irregular issues is minimized when computing agreement scores.  

Policy Concessions 

This dataset also offers estimates of each country’s ideal point for each session, which is 

best described as a point on a single dimension that reflects state positions toward the U.S.-led 

liberal order (Bailey et al., 2017). The authors use a spatial theory IRT model to estimate national 

foreign policy preferences based on UNGA roll call votes. In order to identify legitimate 

preference changes and make the points comparable over time, the authors used consecutive votes 

on identical resolutions. To code resolutions as identical, all UNGA resolutions were converted to 

machine-readable text and analyzed with plagiarism detection software to estimate similarity 

between resolutions. As minimal changes in wording or content can alter political support for a 

resolution, the resolutions that were labelled as identical by the software were analyzed manually 

to ensure they were indeed identical (Bailey et al., 2017). If the only differences were 

inconsequential, such as differences in dates or session numbers, the resolutions were treated as 

identical. By incorporating this into the model, changes in ideal points can effectively identify 
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foreign policy consequences of regime changes. For example, ideal point estimates systematically 

identify movements towards the United States’ position when military regimes gain power in Latin 

American countries, and movements away from the United States when a left-wing regime gains 

power (Bailey et al., 2017). Like Voeten’s (2013) agreement dataset, this dataset uses data from 

UNGA voting data, and is limited to resolutions adopted with a vote. Additionally, ideal point 

estimates exclude votes that were adopted without roll call requests, which is approximately a 

quarter of all UNGA votes. As state preferences cannot be derived from non-roll call votes, these 

votes cannot be used to estimate individual policy preferences and are also not included.  

As all ideal point estimates are measured in the same policy space, the difference between 

ideal points in two subsequent years can be used as an indication of preference change in relation 

to the U.S. position. A larger, positive difference indicates that the recipient country has made 

larger political concessions toward the U.S. position, thus determining this measure an adequate 

indication of affinity towards the U.S. Including agreement scores as well as policy concessions 

in the construction of the main independent variable allows for a better indication of affinity, as 

sizable political payments to the U.S. are expected to be just as appreciated as overall agreement 

on UNGA issues. As lending decisions are expected to be based on displays of affinity from the 

previous year, agreement scores and policy concessions are to be lagged one year. Specifically, 

the main independent variable can be constructed as follows:  

 

When compared to other measures of state preferences, like Gartzke’s (2012) affinity 

scores, Voeten’s (2013) ideal point estimates have greater face validity and are more adequate for 

comparison. Ideal point estimates effectively separate agenda changes from changes in 
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preferences, which is especially important when using UN based measures of preference in 

dynamic analyses. Other measures suggest that UNGA voting practices are representative of 

changes of the orientation of foreign policy, when all that changed is the content of the votes. For 

example, Gartzke’s (2012) scores indicate that US-Russia relations in the mid 2000s were more 

conflictual that US-USSR relations during the cold war (Bailey et al., 2017). This is likely due to 

the fact that as Gartzke’s (2012) measure does not account for changes in agenda, similar voting 

practices during sessions which were dominated by issues on UN supranationalism, which the US 

and the USSR voted similarly on, inflated Gartzke’s (2012) affinity scores (Bailey et al., 2017). 

While measures based on UN voting data may not be perfectly valid, Voeten’s ideal point estimates 

provide the best indication of state preferences to date. However, the parameters used to 

differentiate agenda changes from changes in preferences were subject to measurement errors, 

harming the validity of the measure as a whole: older UNGA resolutions of poorer printing or 

digital quality could not be perfectly translated into text, which lead to more errors in the similarity 

scores calculated by the plagiarism detection software (Bailey et al., 2017). Additionally, identical 

solutions are more commonly resolutions on colonialism and the Middle East, and are less 

commonly found for issues on human rights and disarmament, although the difference is minimal 

(Bailey et al., 2017). Moreover, ideal point estimates facilitate identifying meaningful shifts in 

foreign policy orientation. For example, ideal point estimates consistently show that left wing 

regimes in Latin America are less favorable to the U.S. than right wing regimes, and this pattern 

was not observed with Gartzke’s (2012) scores (Bailey et al., 2017). Not only do ideal point 

estimates indicate if a shift in a relationship occurred and by how much, but also which of the two 

states was responsible for the shift.  
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The preliminary statistical analysis unveiled a discernible pattern: the period of 1962-1980 

was characterized by a significantly higher level of political affinity. The decline in political 

affinity from the earlier to the later period could suggest a shift in the geopolitical landscape, 

possibly influenced by a global move towards multipolarity and regional powers seeking more 

autonomous foreign policies less tethered to the ideological and political mandates of the Cold 

War era. This difference could be attributed to the strategic imperatives of the era, where Latin 

American countries, under the shadow of superpower rivalry, often aligned with the U.S. to secure 

economic aid and political backing.  

 

Figure 2: Affinity by Country and Period 
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Table 1: Difference in Mean Affinity by Period 

 

 

 

 

 Affinity stood notably higher during the period of 1962-1980,  with an average value of 

0.5921 (SD = 0.3324431), as opposed to the later period (2002-2020), where it dwindled to 0.3012 

(SD = 0.1603345). A t-test comparing the mean affinity across these periods yields a t-value of 

13.371 and a p-value of 0, underscoring a statistically significant difference that likely reflects the 

shifting paradigms of international alliances and political landscapes. In congruence with the 

theory, at first glance it appears that affinity is higher on average during the period when U.S. 

backed authoritarian regimes characterized Latin American government.  

Loan size and Frequency 

The dataset underpinning this analysis draws extensively on the IMF’s historical lending 

commitments. Compiled by IMF staff, this comprehensive dataset includes information from 

annual reports detailing all loans disbursed within a given year, along with the status of preceding 

loans. The quantification of loan size in thousands of Special Drawing Rights (SDRs)—a basket 

currency composite utilized by the IMF as a global reserve asset—serves as the unit of 

measurement for the first independent measure. The SDR’s valuation, pegged to many of the major 

world currencies including the Dollar, Euro, Pound, Yen, and Yuan, offers a standardized metric 

to gauge the fiscal magnitude of IMF loans dispensed to member countries. Opting for SDRs as 

 

Period Mean SD df t-value P-value 
1962-1980 0.5921 0.3324431 

520.81 13.371 0 2002-2020 0.3012 0.1603345 
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the unit of measurement, as opposed to US dollars, stems from a deliberate attempt to sidestep the 

inaccuracies and variability introduced by daily exchange rate fluctuations, thereby ensuring the 

dataset’s consistency and precision.  

An analysis of the data reveals a discernible shift in the IMF’s lending patterns over the 

examined periods. In the earlier timeframe of 1962-1980, loan sizes remained relatively modest. 

However, a marked escalation in the financial scale of IMF support was observed between 2002 

and 2020. The mean log value of loans received by countries during this latter period surged from 

9.8519 SDRs (with a standard deviation [SD] of 0.9935544) to 13.8442 SDRs (SD = 1.887526). 

Figure 3: Loan Size, by Country and Period Figure 3: Loan Size by Country and Period 
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This significant increase, highlighted by a t-test yielding a t-value of -13.274 and a practically zero 

p-value, underscores a substantial augmentation in the size of loans disbursed. Concurrently, there  

was a noticeable reduction in the frequency of loans granted, indicating a pivot towards fewer, yet 

significantly larger, financial packages.  

 
Table 2: Difference in Mean Value of (log) Loans Received by Period 

 

 

The contrast in loan dynamics is further elucidated upon examining the total number of 

loans dispersed. The mean total loans in the 1962-1980 period stood at 6.95 (SD = 0.9935544), 

contrasting with a mean of 3.35 (SD = 1.887526) in the 2002-2020 period. A t-test comparing 

these figures yielded a t-value of 3.2596 with a p-value of 0.0026, highlighting a statistically 

significant decrease in the number of loans awarded in the latter period. This reduction in loan 

frequency, coupled with the increase in loan size, mirrors the evolving landscape of international 

financial assistance. The observed trends likely reflect shifts in global financial strategies, 

economic exigencies, and the criteria governing financial aid, shaped in part by the changing 

priorities of lending institutions and broader economic conditions. Such dynamics underscore the 

nuanced relationship between political affinity and the IMF’s lending practices over time, 

revealing how shifts in U.S foreign policy priorities may influence the framework of international 

monetary support. 

Period Mean SD df t-value P-value 
1962-1980 9.8519 0.9935544 

71.298 -13.274 0 
2002-2020 13.8442 1.887526 
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Table 3: Difference in Total Loans Received by Period 

 

 

  

 In summary, the analysis of IMF loan disbursement patterns across two distinct periods 

reveals significant shifts in the international financial assistance landscape. The increase in the 

average size of loans, coupled with a decrease in their frequency in the latter period, highlights a 

Period Mean SD df t-value P-value 
1962-1980 6.95 0.9935544 

71.298 3.2596 0.0026 
2002-2020 13.8442 1.887526 

Figure 4: Total Loans Dispersed by Country and Period 
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strategic evolution in the IMF's approach to lending. This transition likely reflects broader changes 

in global financial strategies, the evolving needs of recipient countries, and the shifting priorities 

of lending institutions against the backdrop of changing U.S. foreign policy. Importantly, the 

incorporation of political affinity, regime type, and ideology into the analysis sheds light on the 

intricate interplay between geopolitical alignment and financial aid practices. By examining the 

dynamics of loan size and frequency in conjunction with political and ideological alignment, this 

study not only contributes to our understanding of historical trends in IMF lending but also 

provides a critical lens through which to view the changing contours of global financial 

governance. As the world grapples with new economic challenges and shifting power dynamics, 

understanding these historical patterns becomes crucial for anticipating future trends in 

international financial assistance and its role in global economic stability. 

Model 

To evaluate the hypothesis concerning the correlation between affinity and regime 

ideology, the analysis will employ a Pearson correlation test across the entire dataset. This 

consolidated approach is informed by the premise that the measure of affinity towards the United 

States, in relation to regime ideology, is not anticipated to vary significantly over these intervals. 

This approach acknowledges that while the specific interests and foreign policy priorities of the 

U.S. may shift, the underlying ideological stance favoring capitalist over communist regimes is 

presumed to be a constant. Given the continuous nature of both affinity scores and the regime 

ideology indicator, the Pearson correlation test is aptly suited to quantify the strength and direction 

of the linear relationship between these variables. This statistical method will substantively support 



37 
 
the theoretical expectation that regimes with capitalist orientations, irrespective of their 

authoritarian tendencies, tend to exhibit a higher affinity for the United States. Consequently, it is 

hypothesized that left-leaning nations will consistently show lower affinity towards the U.S., 

underscoring a persisting ideological divide that transcends temporal geopolitical changes. 

To assess the hypothesis concerning the effect of affinity on the size of IMF loans, a linear 

regression analysis will be utilized for each time frame. This nuanced approach acknowledges that 

the magnitude of IMF support may reflect the changing objectives and strategies of U.S. foreign 

policy over time. This approach is chosen because the dependent variable, loan size, is measured 

in continuous terms (thousands of SDRs), and GLM allows for the flexible modeling of such data. 

Moreover, GLM accommodates the inclusion of multiple covariates and interaction terms, 

enabling a comprehensive investigation into how affinity, alongside other factors, determines the 

monetary value of the loans provided by the IMF. By comparing the results of the GLM regression 

across the two periods, the analysis can determine whether the influence of affinity on loan size 

aligns with historical shifts in U.S. policy, such as the transition from a focus on containing 

communism to promoting liberal economic policies globally. This temporal comparison will 

critically evaluate whether the pattern of financial aid allocation by the IMF, as influenced by 

political or ideological alignment with the U.S., has remained consistent or undergone significant 

transformations in response to evolving U.S. priorities. 

Similarly, to examine the impact of affinity on the frequency of IMF loans, a Poisson 

regression model will be applied to data from the two distinct time periods. This decision is based 

on the nature of the dependent variable—loan frequency—which is a count of the number of loans 

disbursed. Analyzing loan frequency with Poisson regression in each period will illuminate any 

temporal differences in how ideological closeness to the U.S. affects the likelihood of receiving 
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IMF loans, offering insights into how U.S. foreign policy priorities have shaped its use of financial 

tools for international influence. 

Both analyses regarding the effect of affinity on IMF loans will include an interaction term. 

The inclusion of the interaction term regime type and ideology is closely tied to the assumption 

that there exists a significant correlation between a government’s ideology and its level of affinity 

with the United States. This assumption suggests that countries with governance systems and 

ideologies that align more closely with those favored by the U.S.—typically capitalist—would 

naturally exhibit higher levels of affinity due to shared values, policy preferences, and geopolitical 

goals. Consequently, by examining the interaction between affinity and ideology in the context of 

IMF loan decisions, the analysis not only explores the direct impact of these variables on loan size 

and frequency but also how the intertwined nature of political alignment and governance ideology 

influences the financial interactions between countries and the IMF. 

While it is assumed that IMF decision making is heavily influenced by a political 

component, the fact that economic factors also play a large part in loan allocation cannot be 

ignored. The socioeconomic conditions of a country at the time of negotiations are expected to 

influence the size and frequency of loan, as countries experiencing poor conditions likely have 

higher demand for loans. However, it could also be true that a prospering economy deems a country 

a better candidate for aid, as it provides some assurance that the country is capable of repaying the 

loan. Moreover, a prospering economy often indicates that effective institutions and policies are 

already in place, offering further assurance that the financial aid will be utilized efficiently and 

effectively. This perspective posits that countries demonstrating robust economic health and 

institutional strength are not only better positioned to manage and repay IMF loans but also to 

leverage such financial support towards sustainable development and growth objectives. 
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Consequently, the IMF may view these nations as more appealing candidates for aid, balancing 

the urgent need for financial support in struggling economies with the strategic allocation of 

resources to countries where they can achieve the most impactful outcomes. 

In an ideal scenario, the analysis of IMF lending patterns would also incorporate control 

variables measuring the strength of economic institutions within the sample countries. The 

rationale behind this approach is that strong economic institutions often play a crucial role in 

determining a country's ability to effectively utilize and benefit from international financial 

assistance. Such institutions, including central banks, regulatory bodies, and financial oversight 

agencies, contribute to maintaining economic stability and fostering sustainable growth. However, 

the challenge in integrating this variable into the current study stems from the lack of a 

comprehensive, consistent dataset that covers the strength of economic institutions across all 

sample countries and spans the entire timeframe under investigation. This limitation signifies a 

gap in the available data, preventing a thorough examination of how the robustness of economic 

institutions might influence or correlate with IMF lending decisions and outcomes. 

In analyzing the dynamics of IMF loan allocations to Latin American countries, this study 

incorporates a range of control variables to capture the multifaceted economic, political, and 

institutional landscape. Among these, logged GDP per capita stands out as a critical economic 

measure, reflecting the level of prosperity and serving as a proxy for a country's ability to repay 

loans. This variable is logged to address the distribution's skewness, allowing for nuanced 

comparisons across nations of varying economic scales. The data is derived from World Bank 

national accounts data, which includes OECD National Accounts data files. This measure of 

economic output per person is adjusted for the population size and presented in current U.S dollars 

to reflect the economic standing and wealth of a nation.  Life expectancy, another key variable, 
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offers insights into the general health and developmental stage of a nation, indirectly informing 

the IMF's assessment of a country's stability and long-term growth prospects. Life expectancy at 

birth is a health indicator provided by the United Nations Population Division and other sources 

such as census reports and Eurostat. It represents the average number of years a newborn is 

expected to live under current mortality rates, serving as a proxy for the general health and 

developmental status of the population. Population size, representing the scale of potential impact 

of financial interventions, complements these controls by highlighting the demographic 

dimensions of loan decisions. 

Furthermore, the level of democracy sheds light on the political environment, suggesting 

how governance structures might influence loan negotiation and utilization. Democracy is assessed 

using the electoral democracy index from the V-Dem (Varieties of Democracy) project. This index 

combines measures related to electoral processes, civil liberties, and the functioning of 

governmental and political institutions to capture the extent to which a country adheres to 

democratic principles. V-Dem’s polyarchy measure it utilized to measure a country’s level of 

democracy, with higher values indicating that the regime is more democratic per the measure’s 

criteria for democracy. Additionally, a binary measure, regime type, was included, which labels 

regime as either democracies (1) or autocracies (0). 

 Moreover, the inclusion of regime ideology allows for the exploration of how economic 

policies and priorities align with or diverge from IMF standards and expectations. The variable 

categorizes governments based on their economic policies, ranging from leftist (favoring state 

intervention in the economy) to rightist (supporting minimal state intervention). The variable was 

recoded to a scale ranging from 1-3, where leftist regimes are coded as a 1, centrist regimes as 2, 

and rightist regimes as 3. This classification is based on the chief executive's public statements, 
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party affiliation, and actions, using a wide range of sources including datasets by Brambor, 

Lindvall, and Stjernquist (2017) and Manzano (2017), and later replicated by Herre (2022). 

Most studies which rely on binary or continuous dependent variables, like those 

investigating the frequency or size of IMF loans, do not test whether it is the IMF that denies 

lending, or the debtor country that does not agree with the terms of the loan (Bird & Rowlands, 

2017). A potential confounding variable which is not assessed in the quantitative analysis is the 

ideological factor. To note a few examples, upon succeeding Rafael Correa, Ecuadorian President 

Lenin Moreno took on a multimillion-dollar IMF loan. His predecessor, for ideological reasons, 

allowed Ecuador to default on its foreign debts multiples times during his presidency, decrying the 

limitations foreign debt repayments places on the ability of the state to carry out welfare spending 

(Valencia, 2019). Similarly, Thomas Sankara eschewed IMF involvement in Burkina Faso after 

the 1983 coup, famously declaring “he who feeds you controls you”. As it appears, left wing 

governments often have an anti-imperialist ideological commitment to reject IMF involvement in 

their countries, so it is difficult to assess if a low frequency of loan disbursement is a result of 

punitive measures carried out by the US or the deliberate choice of the ruling government.  
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Chapter 5  
 

Results & Analysis 

Correlational Insights 

 The results of the Pearson correlation analysis elucidate significant interrelationships 

among key political, economic, and demographic variables, affirming the multifaceted dynamics 

at play in international relations. Notably, the analysis substantiates the hypothesis positing a 

correlation between a country's ideological orientation and its affinity towards the United States. 

All correlations are statisitically significant at 𝛼 = 0.05. 

 

Table 4: Interrcorrelations 

 Affinity Ideology Regime 
Type 

Level of 
Democracy 

(log) GDP 
per Capita 

(log) 
Population 

Life 
Expectancy 

Affinity 1.0000 0.2762 -0.2638 -0.2803 -0.3511 -0.1571 -0.3556 

 
Ideology 1.0000 -0.1418 -0.2207 -0.3256 -0.1251 -0.2742 

  
Regime 

Type 1.0000 0.8957 0.6247 0.1937 0.4695 

   Level of 
Democracy 1.0000 0.6265 0.2277 0.5190 

    (log) GDP 
per Capita 1.0000 0.4451 0.5314 

     (log) 
Population 1.0000 0.2465 

      
Life 

Expectancy 1.0000 
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Specifically, a positive correlation (r = 0.276) was observed between affinity and ideology, 

indicating that countries with ideologies leaning towards the right exhibit higher affinity levels 

towards the United States. This finding underscores the ideological congruence between right-

leaning nations and the U.S., suggesting a potential preference or alignment with U.S. policies or 

values. 

Conversely, a negative correlation between affinity and regime type (r = -0.264) suggests 

an intriguing trend: autocratic regimes demonstrate a higher affinity towards the United States 

compared to their democratic counterparts. This is further echoed in the relationship between 

affinity and the level of democracy, where a negative correlation (r = -0.280) indicates that 

countries with higher democracy scores tend to show lower affinity towards the U.S. The observed 

higher affinity of autocratic regimes towards the United States aligns with historical geopolitical 

patterns and is not particularly surprising. Throughout the periods analyzed, it has been well-

documented that the United States, driven by strategic interests, often supported or aligned with 

autocratic regimes when such alliances furthered its global stance against communism, promoted 

access to strategic resources, or facilitated U.S. military and economic interests (U.S. Department 

of State, 1954). This pragmatic approach to foreign policy, prioritizing strategic interests over 

ideological consistency concerning democracy and human rights, meant that autocratic regimes, 

recognizing the benefits of U.S. support or alignment, might exhibit higher affinity towards the 

United States.  

One illustrative example is U.S support for Augusto Pinochet’s regime in Chile. Following 

a U.S-backed coup that ousted the democratically elected Salvador Allende in 1973, Pinochet's 

military dictatorship was marked by severe human rights abuses. Despite this, the regime received 

considerable economic, military, and diplomatic backing from the United States, driven by the 
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desire to implement neoliberal economic policies and counteract Soviet and Cuban influence in 

Latin America (Smith & Covarrubias, 2022). Similarly, in Nicaragua, the U.S. government 

provided extensive support to the Somoza family's dictatorship, which lasted from 1936 until the 

Sandinista revolution in 1979 (Smith & Covarrubias, 2022). The Somozas were viewed as staunch 

anti-communists and reliable allies who would protect U.S. business interests, particularly in the 

banana and coffee sectors, despite widespread corruption and repression. In Guatemala, after the 

CIA-engineered coup against Jacobo Árbenz in 1954, a series of authoritarian regimes received 

U.S. support, based on their anti-communist stances. This led to decades of civil conflict, during 

which the U.S. continued to back military governments against leftist guerrilla movements, 

prioritizing geopolitical stability and the containment of socialism over democratic principles 

(Smith & Covarrubias, 2022). 

The methodology employed to measure ideological alignment in the analysis of IMF loan 

distribution presents potential limitations that could impact the interpretation of results. 

Specifically, the approach categorizes governments as centrist, rightist, or leftist based solely on 

the ideological stance of the head of government or the head of the political party, without 

incorporating a continuous variable to quantify the degree to which a regime may lean more or 

less towards the left or right. This categorical method oversimplifies the complex spectrum of 

political ideologies, potentially obscuring nuanced differences between regimes that might 

influence their relationship with the IMF and the United States. Moreover, the ideology of the head 

of government or ruling party does not necessarily reflect the policies implemented by the 

government. There can be instances where a country led by a leftist government continues to 

uphold or enact policies that align with U.S. business interests, suggesting a divergence between 

the ideological label of the leadership and the country's actual policy orientation. This discrepancy 
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raises questions about the accuracy and completeness of using the head of government's ideology 

as a proxy for a country's ideological alignment, as it fails to capture the multidimensional nature 

of government policies and their implications for international financial relations. Consequently, 

this measurement approach might limit the ability to fully understand the dynamics at play in 

determining IMF loan allocations, underscoring the need for more sophisticated metrics that can 

capture the complexity of ideological influences on global economic interactions.  

This consideration of ideological labels versus actual policy orientations serves as a critical 

segue into the analysis provided by the violin plot. The plot's distribution of affinity scores across 

ideological groups reflects not just a label but the resulting alignment with U.S. interests, which 

Figure 5: Affinity across Ideological Groups 
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may not always be congruent with the political ideology of a nation's leader. Within the leftist 

stratum, the affinity scores display a noticeable skew towards lower values, suggesting that nations 

governed by leftist leadership tend to exhibit a lesser degree of alignment with U.S. interests. The 

distribution is particularly heavy-tailed on the lower end, with a sparse presence of leftist-led 

countries demonstrating higher affinity towards the U.S., as evidenced by the thinning of the plot 

in the upper affinity range. The uneven distribution of affinity amongst left leaning regimes may 

be an indication that the measure is not adequately suited to predict the effect on IMF loan 

distribution, and how the policies of many “leftist” governments may not be seen as completely 

unfavorable to the United States. 

The analysis extends beyond political dimensions to include economic and demographic 

factors. Both (log) GDP per capita and (log) population are negatively correlated with affinity (r = 

-0.351 and r = -0.157, respectively), hinting at a nuanced relationship where larger and more 

economically robust nations may not align as closely with the United States. It could be possible 

that countries with more substantial economic resources and larger populations might possess a 

greater capacity for autonomy in their foreign policy decisions, reducing their reliance on or 

alignment with U.S. global strategies. The pronounced negative correlation between affinity and 

life expectancy (r = -0.356) further underscores this trend, implying that higher levels of national 

development—often associated with longer life expectancies—may correlate with a reduced 

affinity towards the U.S. This pattern could be attributed to several factors. First, countries with 

higher development levels typically have more diversified international relations and may seek to 

establish a balanced approach to foreign policy, engaging with a broader spectrum of global 

powers beyond the United States. Second, such countries might prioritize domestic agendas that 

align with their development goals, which can sometimes diverge from U.S. foreign policy 
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objectives, especially if those objectives are perceived to conflict with national interests or values. 

Additionally, nations with higher life expectancies may advocate for global policies and 

agreements that contrast with the United States' stance on issues such as climate change, trade, and 

international law. As these nations advance, their policy priorities can evolve to reflect a broader 

set of global responsibilities and interests, potentially leading to a recalibration of their diplomatic 

alignments and affinities. Given that the measure of affinity in this analysis is based on voting 

alignment with the United States at the UNGA, it is plausible that the observed lower affinity 

towards the U.S. among these more developed nations stems from divergent policy positions on 

such critical global issues. 

Effects on Loan Allocation 

The role of political affinity towards the United States in influencing both the size and 

frequency of IMF loans is underscored by its consistent statistical significance across the full 

sample time frame. Specifically, the GLM analysis reveals a significant positive effect of affinity 

on loan size for the combined period (1962-2020) with a coefficient of 4.748 (p<0.01), and on loan 

count with a coefficient of 2.254 (p<0.01). Thus, the results provide evidence that affinity plays a 

role in determining IMF loan size and the amount of loans granted over the complete sample time 

frame, and that larger of displays of affinity to the US lead to larger and more frequent IMF loans. 

However, contrary to what was hypothesized, the effect of affinity on loan size and loan frequency 

was larger between 2002-2020 when compared to 1962-1980, although the effects of affinity on 

both dependent variables were not found to be statistically significant when tested on smaller time 

frames.  
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 One potential reason for this phenomenon is the inherent volatility and unpredictability that 

characterize shorter spans of time. These periods are more likely to be influenced by transient 

global events, such as economic crises, political upheavals, or sudden shifts in international 

Table 5: Regression Results 
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relations, which can introduce a degree of noise and variability into the data. Such events might 

temporarily overshadow the underlying trends of political affinity, making it difficult to discern 

its consistent impact on IMF lending decisions.  

Additionally, the IMF's own lending criteria and priorities may evolve over time, 

responding to changes in the global economic environment, advancements in economic theory, 

and lessons learned from past lending practices. This evolution can lead to a diversification of the 

factors considered in loan allocation decisions, potentially altering the relative weight of political 

affinity in favor of other economic, financial, or governance-related considerations. Furthermore, 

methodological challenges associated with analyzing data over shorter periods may contribute to 

the lack of statistical significance. Smaller sample sizes, characteristic of these abbreviated time 

frames, can diminish the statistical power of analyses, making it more challenging to detect 

significant effects.  

It is also possible that the increased effect of political affinity on IMF loan size and 

frequency in the post-Cold War period can be seen as a direct consequence of a geopolitical shift 

in the strategic interests of the U.S., but not towards counter-terrorism. The dissolution of the 

Soviet Union removed a key ideological and geopolitical adversary, reducing the immediate 

strategic need to contain communism. With the primary adversary of the United States no longer 

a factor, the U.S. could more openly use its influence within the IMF to support countries that 

aligned with its post-Cold War agenda. The reduction in ideological competition provided the 

United States with greater latitude to leverage international financial institutions to promote its 

foreign policy objectives, particularly in fostering economic liberalization, democracy, and 

market-oriented reforms worldwide. In the absence of a counterbalancing Soviet influence, the 
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IMF's lending practices became an even more crucial instrument for the U.S. to support allies, 

influence economic policies, and extend its geopolitical reach. 

Throughout the examined period, the data reveals that a country's ideological leaning 

significantly influences the amount and number of loans it receives from the IMF. Specifically, for 

the years spanning 1962 to 2020, the analysis shows a notable positive correlation between a 

nation's ideological orientation and both the size of the IMF loans, as well as how frequently they 

are granted, evidenced by coefficients of 1.487 (p<0.01) for loan size and 0.579 (p<0.01) for loan 

count. This indicates that more right-leaning countries tend to receive larger and more frequent 

loans. The effect of ideology appears more pronounced and statistically significant in the post-

2000 era (coefficient of 1.929, p<0.05 for loan size and 0.834, p<0.05 for loan frequency), 

suggesting an alignment with market-oriented reforms and policies. However, the analysis of the 

earlier period from 1962 to 1980 reveals a different story. During these years, the relationship 

between ideology and IMF loan allocations does not reach statistical significance, and the effect 

observed on loan size and frequency is notably smaller compared to the period from 2002 to 2020. 

A strategic transition to utilizing international financial mechanisms like the IMF underscores why 

the effect of ideology on IMF loan allocations could be more pronounced in the post-Cold War 

era. In the immediate aftermath of the Cold War, the global political landscape underwent a 

profound transformation, altering the mechanisms through which the United States exerted its 

influence abroad. During the Cold War, direct interventions, both political and military, were a 

hallmark of U.S. strategy to counter Soviet influence, especially in regions deemed vital to 

American geopolitical interests, such as Latin America. However, the collapse of the Soviet Union 

in 1991 eliminated the bipolar tension that justified such direct interventions, pushing the United 

States to adapt its approach to maintaining global influence. 
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In the post-Cold War era, direct military and political interventions became less palatable 

to the international community and the American public, partly due to the evolving norms of 

international conduct and the increasing emphasis on sovereignty and democratic governance. This 

shift could have necessitated a reevaluation of how the United States could continue to promote 

its interests and ideals globally without resorting to overt interventionism. By influencing the 

IMF's lending practices and attaching specific policy conditions to financial assistance, the U.S. 

could promote market-oriented reforms and economic liberalization in a manner that was less overt 

and more acceptable to the international order. As the United States sought to embed its values of 

democracy and market economics in the global order without the direct force of military 

intervention, aligning financial aid with ideological congruence became increasingly significant in 

the post- Cold War period. This period saw a more deliberate and nuanced approach to fostering 

economic and political systems abroad that mirrored U.S. principles, with the IMF serving as a 

key vehicle for this task. Hence, the greater impact of ideology on loan size and frequency in the 

later period reflects not just a change in tactics but a deeper embedding of U.S. strategic interests 

in the mechanisms of global governance, signaling a refined method of influence that relied more 

on economic persuasion and less on coercive power. 

The interaction term between affinity and ideology significantly affects loan size, with a 

coefficient of -1.954 (p<0.05) for the combined period (1962-2020). This negative coefficient 

suggests that the combined effect of high political affinity and a right-leaning ideology may not 

always lead to larger IMF loans as one might intuitively expect. Instead, this interaction indicates 

a complex relationship where the influence of political and ideological alignment on loan size may 

be contingent on other factors or nuanced dynamics within the IMF's evaluation criteria. For 

instance, a country closely aligned with the U.S. politically and ideologically right-leaning might 
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not receive incrementally larger loans if such alignment is perceived as less critical in certain 

contexts or if economic considerations outweigh political and ideological congruence. Similarly, 

the interaction term also significantly impacts loan frequency, with a coefficient of -0.839 (p<0.01) 

for the same period. This significant negative effect on the number of loans suggests that the effect 

of political affinity and right-leaning ideology could potentially lead to a reduced frequency of 

loan allocations. 

The impact of regime type on loan size is particularly significant in the recent period (2002-

2020) with a coefficient of 3.766 (p<0.01), indicating a preference for lending to democratic 

regimes during this time frame. However, its effect was not significant in the earlier period (1962-

1980), with a negative coefficient (-1.626), pointing towards a complex relationship between 

regime type and IMF support over time. Regime type's influence on loan frequency does not show 

consistent statistical significance, indicating that the type of governance does not straightforwardly 

affect the number of loans granted. Similarly, level of democracy negatively correlates with loan 

size in specific periods (-3.961 for 1962-2020 and -5.985 for 2002-2020, both p<0.05), suggesting 

that higher democracy levels might not always align with increased financial support. It is possible 

that the IMF's historical focus on structural adjustments and market liberalization may naturally 

align more closely with regimes that are more autocratic or have centralized power structures. 

These governments might be perceived as capable of implementing economic reforms more 

swiftly and decisively, without the political contention or public resistance that might arise in more 

democratic settings. The diverse motivations behind IMF lending decisions, ranging from 

economic stability to policy reforms, suggest that democracy, while important, is just one of many 

considerations that influence the size and distribution of loans. 
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Both (log) GDP per capita and (log) population significantly influence IMF lending 

practices. The negative correlation of GDP per capita with loan size in earlier periods (-0.604, 

p<0.01 for 1962-2020) shifts in later years, indicating evolving economic considerations. The 

negative correlation in earlier periods could suggest that the IMF prioritized support for economies 

that, despite lower per capita incomes, demonstrated potential for reform and growth. This could 

align with a strategic approach to bolstering economic stability in regions where per capita income 

was lower, thus potentially maximizing the developmental impact of IMF loans. Over time, as 

global economic landscapes shifted, the focus might have evolved to address emerging challenges 

and opportunities, leading to a change in the correlation pattern. Population size positively affects 

loan size in the recent period (1.008, p<0.01 for 2002-2020), underscoring a strategic focus on 

populous nations. This focus could stem from the recognition of the significant geopolitical and 

economic impact these nations hold. Populous countries often have substantial domestic markets, 

and their economic health can have wide-reaching implications for regional and global stability. 

Life expectancy does not significantly impact loan frequency, indicating that development 

indicators may play a less direct role in IMF's decision-making process. While life expectancy is 

an important measure of a country's development status, it may not directly reflect the economic 

conditions or the immediate financial stability needs that the IMF aims to address. 

While exploring the intricate influences of different factors on IMF lending, we must also 

consider the broader concerns about the accuracy and reliability of the data underpinning these 

findings. It is likely that the validity issues concerning UNGA data as a measure of state 

preferences are also present in the metric for affinity, resulting in unexpected results. The UN 

General Assembly serves as an arena where broader patterns in world politics can be observed, 

and Voeten’s raw UNGA voting dataset is the most complete record of UNGA votes to date. 
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UNGA votes have become the standard data source for measures of states’ foreign policy 

preferences, yet concerns regarding the validity of votes as indications of preferences still exist. 

First and foremost, UNGA votes only depict revealed preferences, but there likely exist unrevealed 

true preferences that align closer to a nation’s strategy. Since the UNGA has little power and votes 

are non- binding, strategic voting which would better identify true preferences is less prevalent 

than in the UN Security Council, for example.  

 Moreover, UNGA votes are thought to be largely symbolic indications of preferences, and 

the way in which a country votes on a particular issue may not align with actual practices. One 

illustrative case is Russia's actions in Crimea in 2014. Over the years, Russia, like many other 

countries, has participated in United Nations votes that affirm the principle of territorial integrity 

and the sovereignty of nations, a foundational element of the UN Charter aimed at preserving 

international peace and preventing aggression. However, in March 2014, Russia annexed Crimea 

following a disputed referendum. This action was widely condemned internationally and viewed 

as a violation of several international agreements and UN principles, including those to which 

Russia had previously expressed commitment.  

Additionally, any measure of policy preference that is based on UNGA voting data suffers 

from the same validity issues that are mentioned above, but using agreement scores as measures 

of preference between countries may also give rise to additional concerns. Although UNGA 

agendas are relatively stable year-to-year, changes following a major world crisis are likely, and 

large annual shifts in the content of the UNGA agenda may occur. Thus, agreement scores between 

dyads could increase or decrease simply because of a change in the UNGA agenda, even if state 

preferences did not change. This could lead to biased inferences of changes in state preferences, 

which may make agreement scores inadequate in time-series analyses (Bailey et al., 2017). 
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Additionally, agreement scores do not indicate if state A likes state B, but only if those states vote 

the same way on resolutions. Two countries could have fierce disputes over certain issues but may 

still vote very similarly. For example, India and Pakistan’s territorial dispute over the Kashmir 

region very likely effects the extent of their political relationship, but will not influence their 

congruence in voting patterns on UNGA issues, assuming their particular dispute is not the topic 

of a voting issue. Thus, using UNGA voting data is likely only useful when the topic of interest 

concerns global political issues, and not issues between dyads. As there are only about 80 

resolutions proposed each year, agreement scores can be heavily skewed when many of the 

resolutions concern the same issue.  

Within this context, the theoretical framework exploring IMF lending practices offers a 

perspective that transcends the limitations of UNGA voting data by focusing on broader 

ideological convergences. By emphasizing the strategic role of the IMF as a tool for extending 

U.S. policy preferences, the theory underscores the significance of ideological alignment—not just 

in voting agreements but in shaping the economic and financial relationships between nations. This 

approach offers a more comprehensive understanding of how global financial mechanisms, 

influenced by the hegemonic power of the U.S., navigate the intricate web of international 

relations, rewarding those whose policies and ideologies resonate more closely with American 

interests. The theoretical framework posits that countries with ideologies aligning more closely 

with that of the United States—typically capitalist and right-leaning—are more likely to receive 

favorable loan conditions from the IMF. 

Another critical dimension affecting the validity of the study's results concerns the 

ambiguity surrounding the dynamics of IMF loan allocations. Specifically, the analysis does not 

delineate whether the absence of loans to certain countries, such as Cuba and Venezuela during 
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the sample timeframe, is a consequence of these nations' reluctance to request or accept IMF 

support, or whether it's the IMF or the U.S. that opts against extending loans. This distinction is 

paramount for a comprehensive understanding of international financial interactions. Countries 

like Cuba and Venezuela, with their ideological leanings towards Marxism, might inherently be 

skeptical of engaging with international financial institutions like the IMF, which they perceive as 

instruments perpetuating imperialistic and capitalist agendas. The inherent requirements of most 

IMF loans, which often include stipulations for free-market reforms, might be fundamentally at 

odds with the governing philosophies of these nations, making them averse to seeking such 

financial assistance. On the other hand, it is also plausible that the IMF, influenced by U.S. policy 

preferences, might be disinclined to offer loans to these countries, anticipating their non-

compliance with the conditionalities attached to the financial support. The potential for a mutual 

lack of interest in engaging with one another complicates the analysis, suggesting that the 

dynamics of IMF loan allocations are influenced by a complex interplay of ideological stances, 

policy preferences, and international relations, which extend beyond a simple binary of acceptance 

or rejection. 
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Chapter 6  
 

Conclusion 

The central hypotheses set forth in this thesis posited that higher levels of political affinity 

with the United States would correlate with larger and more frequent IMF loans for Latin American 

countries. The empirical evidence gathered over the extensive period from 1962 to 2020 provided 

robust support for this assumption. Countries displaying closer political ties to the U.S. 

consistently received larger and more frequent loans from the IMF, underscoring the Fund's role 

as an instrument through which the U.S. could wield economic influence. Yet, although not 

statistically significant, the analysis revealed that this influence was even more pronounced in the 

period between 2002 and 2020, contrary to the expectation that the era of 1962 to 1980, marked 

by the Cold War and the United States' active containment of communism, would exhibit a 

stronger correlation. This finding points to a dynamic shift in the criteria for IMF lending, which 

might reflect broader changes in the international political landscape and the evolving strategic 

objectives of U.S. foreign policy. The study's inability to find statistically significant effects within 

these smaller periods highlights the complexities and unpredictabilities that characterize 

international financial relations over brief spans. Short-term factors such as global economic 

fluctuations, abrupt political shifts, and crises can introduce significant variability that obscures 

underlying patterns of political affinity and their impact on lending practices.  

The methodologies employed, particularly the reliance on UNGA voting data as a proxy 

for political affinity, present certain characteristics that limit reflection. Additionally, the 

complexity and subtlety of international relations and policy-making are challenging to capture in 

the dichotomous terms of “leftist: or “rightist”, or through voting patterns that may not always 
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translate into actual policy stances or actions. The divergences between ideological labels and 

practical policy decisions emphasize the need for a more nuanced and multifaceted approach to 

measuring and analyzing the impact of political ideology on IMF loan allocations. The absence of 

loans to ideologically Marxist countries like Cuba and Venezuela during the sample timeframe 

raises significant questions about the direction of causality for this study and any study like it. This 

gap in lending could reflect either an aversion by these countries to engage with institutions they 

perceive as imperialistic, or a reticence on the part of the IMF or the U.S. to provide financial 

assistance. Understanding these dual possibilities is essential for a comprehensive analysis of the 

political underpinnings of international financial assistance.  

The synthesis of this study’s findings with those from previous literature enriches our 

understanding of the historical patterns in IMF lending. It becomes evident that while economic 

indicators are essential, political affinities and ideological alignments are also influential in 

shaping the contours of international monetary support. The patterns discerned here have 

significant implications for the role of international financial assistance in global economic 

stability, as they reflect the historical and continued influence of hegemonic powers in determining 

the distribution and conditions of aid.  

The exploration of the IMF’s lending practices has yielded intriguing insights into the 

interplay of global finance and geopolitics, but it also unveils an expansive terrain for future 

research. Deeper research that traverses beyond the surface of voting alignments and ideological 

labels to capture the intricate nuances of national policies and international relations would be of 

great value to understanding IMF – US dynamics. A refined examination of political ideologies, 

incorporating a spectrum of government economic policies, is a vital research avenue. The 

complexities of domestic economic reforms, their congruence with international lending interests, 
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and their social impacts call for granular analysis. Investigating the efficacy of these policies in 

alignment with international financial support could reveal much about the conditions that 

facilitate successful engagements with the IMF. Additionally, comparative case studies of 

countries that have sidestepped IMF assistance could illuminate the inner motivations and external 

pressures at play. Such research could juxtapose these findings against countries heavily engaged 

with the IMF, analyzing the nuances of their negotiations, the breadth of policy implementations, 

and the tangible socio-economic repercussions. Moreover, the demand side of IMF loans remains 

an underexplored domain where the political, media, and archival narratives could provide a richer 

context to the decision-making processes that drive countries toward or away from IMF assistance. 

Understanding these domestic deliberations could offer a more holistic view of IMF interactions.  

In conclusion, this thesis makes a significant contribution to the field by illuminating the 

extent to which U.S. policy preferences have historically influenced IMF lending practices in Latin 

America. The patterns unearthed in this research are not relics of the past but are likely to continue 

shaping the future of international financial governance. As global economic conditions evolve, 

and as new challenges such as pandemics and geopolitical realignments emerge, the insights 

gained from this research become even more critical. As the international community moves 

forward, the lessons from this research should inform the pursuit of more just and balanced 

financial practices that honor the autonomy and development aspirations of nations worldwide. 

The conclusions drawn here serve as a reminder of the enduring influence of power dynamics in 

international economics and as an invitation to reimagine a future where financial assistance is 

guided by the principles of mutual respect, solidarity, and shared prosperity. 
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Appendix  A 
Alternate Lending Models 

Figure 6: Putnam's Winset 

  

Figure 7: Andersen et al. Policy Space 
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Appendix B 
 

Descriptive Statistics 

Table 6: Descriptive Statistics 

Descriptive Statistics 

 Period 

 
1960-1980 2002-2020 

Country Mean 
Affinity 

Mean Loan 
Size 

Total Loans 
Received 

Mean 
Affinity 

Mean Loan 
Size 

Total Loans 
Received 

Argentina 0.5702 153900.00 5 0.3259 17289833.33 3 

Bolivia 0.5809 21963.89 9 0.2153 128640.00 1 

Brazil 0.5771 70937.50 8 0.3276 17492405.50 2 

Chile 0.5813 48125.00 8 0.3144 17443000.00 1 

Colombia 0.5581 33840.91 11 0.3328 3264428.57 7 

Costa Rica 0.6224 19866.67 6 0.3238 430850.00 2 

Cuba 0.4095 0 0 0.1889 0 0 

Dominican 

Republic 
0.6566 25000.00 1 0.3080 656700.00 3 

Ecuador 0.5846 13187.50 8 0.2625 1149210.00 3 

El Salvador 0.6409 12093.75 8 0.3057 513900.00 2 

Guatemala 0.6743 12233.33 6 0.3554 306800.00 4 

Haiti 0.5770 6423.57 14 0.3745 90090.00 13 

Honduras 0.6477 10222.22 9 0.3951 75114.29 7 

Mexico 0.6004 518000.00 1 0.3553 45670075.00 8 

Nicaragua 0.5892 16464.29 7 0.1735 87750.00 2 

Panama 0.5757 17650.00 13 0.3800 376800.00 1 

Paraguay 0.65560 7000.00 4 0.3194 93800.00 3 
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Peru 0.4975 79000.00 11 0.3251 2180411.75 4 

Uruguay 0.6401 21300.00 10 0.2916 961150.00 3 

Venezuela 0.6004 0 0 0.1572 0 0 

Total 0.5920 35298.60 139 0.3012 8470534.7 69 
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