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ABSTRACT
Since the end of World War II, foreign assistance has been a valuable tool for the United
States in their global diplomatic strategy. One region of the world in which the United States’
strategic goals has been called into question is in its hemispheric neighbor, Latin America. Latin
America’s complex 20th century was coupled with an equally intriguing U.S. foreign policy
strategy toward the region. How did the U.S. determine who received foreign assistance? The
existing literature is split, offering neo-realist, neo-liberal, and altruistic motivations for
allocation. I argue that realist interests of strategic balance influenced United States foreign aid
policy decisions, with the Cold War as a time of the heaviest aid flows to Latin America.
However, this research finds that neo-liberal and altruistic interests are associated total U.S.
assistance to the region. The claim that the Cold War mattered in aid allocation to Latin America
also finds support. Other intriguing stories emerged from the analysis, results surrounding
partisanship, the influence of covert CIA support, and competing patterns between U.S. military
and economic aid.
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Chapter 1
Introduction
Spanning from Tijuana and Ciudad Juarez on the United States border to Ushuaia,
Argentina on the southern tip of the South American continent, Latin America comprises upwards
of 20 countries and is home to nearly 600 million inhabitants. How then, does the United States
create a singular foreign policy strategy for a region that, while often blocked together, is
thoroughly diverse? The region contains both powerful global economies in Brazil and Mexico
and some of the poorest nations on earth in Haiti and Nicaragua. Latin America is home to Costa
Rica, one of the most stable democratic countries in the world , and Cuba, which hasn’t seen
democracy in over 50 years.
The latter half of the 20th century saw Latin America go through innumerable challenges
from civil wars and dictatorships to crippling economic collapses and natural disasters. However,
recently the historically underperforming region is picking up economic steam as millions in the
region have been lifted out of poverty to join a burgeoning middle class in the new century (Long,
2014). Brazil has been famously included in the rapidly developing BRIC countries; and from
2004-2012 Latin American economic growth outperformed that of the Eurozone. However, bad
economic policies have also continued to plague the region as interventionist governments in
Argentina and Venezuela have resulted in high inflation and growing unemployment despite
steep reductions in poverty.
Having to craft a delicate foreign policy strategy considering these occurrences has been
a challenging task for the United States since the conclusion of World War II. The uneasy
relationship between the United States and Latin America is marked by military interventions,
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covert CIA operations, and economic exploitation. This was especially true in the Cold War as
the U.S. tried to prevent the spread of socialist policies into its sphere of influence. The CIA
backed military coups against democratically elected regimes, and supported other oppressive
dictatorships to prevent interruptions to the status quo. Moreover, since the conclusion of the
Cold War the United States government has also had to work around antagonistic governments,
most notably in Bolivia and Venezuela, to achieve its foreign policy goals in the region.
Since 1945 and following the success of the Marshall Plan, foreign assistance has been
employed as a primary diplomatic tool to aid foreign governments and to promote U.S. interests
globally. In 1949 President Truman proposed an international development assistance program
which blossomed into the 1950 Point Four Program that put forth two main objectives: creating
markets for the United States by reducing poverty and increasing production in developing
countries, and diminishing the threat of communism by helping countries prosper under
capitalism. The following decade saw the growth of foreign aid as an integral component of
United States foreign policy in the context of the Cold War. The United States Agency for
International Development (USAID) was born by way of the Foreign Assistance Act of 1961.
The formal goals of U.S. foreign assistance continued to change throughout the latter half of the
20th century and into the new millennium. The assistance programs of the 1970s saw a heightened
focus on basic human needs such as food and nutrition, population planning, health, education,
and human resources development. The 1980s saw a recommitment towards promoting wideranging economic performance such as the stabilization of currencies and financial systems. In
the wake of the Cold War, USAID focused on fostering new democracies and creating
environments for sustainable economic growth in each country. In the 21st century, stretched by
wars in the Middle East, United States foreign assistance program has stressed efficiency in its
allocation of resources by aggressively creating partnerships with NGOs, the private sector, and
other foundations to achieve its goals (“USAID History”, 2013). Most recently, the Millennium
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Challenge Corporation (MCC) was established in 2004 to allocate aid to the developing world
based on competitive performance, a first in U.S. aid policy history. The MCC emphasizes
recipient country responsibility and transparency in executing its aid objectives. Since its
inception, MCC grants have been awarded to 25 countries, three of which are located in Latin
America (Honduras, Nicaragua, and El Salvador twice) (Tarnoff, 2014).
Despite the fact that the United States pursues the aforementioned goals in the recipient
nations, the government also allocates it’s funding based on the benefit to the national interest.
This thesis explores the determinants of United States assistance in Latin America since 1950.
Have national security, economic, or humanitarian interests influenced decisions on foreign aid
most? Moreover, since 1950 both the nature of U.S.-Latin American relations and the United
States’ stated goals of foreign assistance have changed, a shift that could be reflected in trends of
foreign aid allocation to the region. 	
  
Another explanation for the overall level of foreign assistance allocation could lie in the
nature of domestic institutions over time. The President and Congress have the ability to frame
the United States’ foreign aid policy (Tarnoff and Lawson, 2009). The President will often put his
stamp on foreign aid through the articulation of stated goals in the international system. Foreign
aid allocation fits within the discretionary budget for the United States government. Discretionary
spending includes funding for a number of different issues, ranging from international affairs to
transportation and space projects (O’Hanlon, 1994). Congress, through appropriation control,
determines the total amount of foreign assistance given. Reacting to post-WWII developments in
the international system such as the Cuban Revolution and the Cold War, Republican and
Democrat control could signal different priorities in foreign aid policy.
These factors in mind, I will explore: How has the partisanship of key decision-making
areas of the United States government affected the strategic, commercial, and humanitarian
interests in regards to levels of U.S. foreign aid to Latin America since 1950? By answering this
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question I will provide a comprehensive analysis of U.S. foreign assistance to the region in the
Cold War and post-Cold War international system. The next section gives a broad view of the
prevailing literature on the determinants of foreign aid, both in general and specific to Latin
America and discusses the existing findings on the role partisanship plays in foreign aid
allocation. The following section articulates expectations about the determinants of U.S. aid to
Latin America by focusing on partisanship and the security, economic, and need concerns of
recipient nations. The empirical section discusses the data used to test these expectations and
explains how I examine both variance over time within countries and differences between
countries. I conclude by discussing my findings’ implication and suggest areas for future
research.
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Chapter 2
Literature Review
Due to the fact that foreign aid is such a broad subject area in the realm of foreign
politics, authors often choose to explore specific nuances of assistance. Moreover, the literature is
also split on quantitative and qualitative analyses with the most recent investigations being
qualitative in nature. However there are some larger themes that relate directly to my research
question.
The most visible controversy in the literature stems from the second part of my research
question that hopes to code the interests tied to U.S. foreign assistance. The literature is split
between whether strategic, commercial, or humanitarian interests predominate when crafting
foreign aid policy. In addition, much of the existing research on foreign assistance only covers the
Cold War timeframe, and the research that does focus on the post-Cold War era is inconclusive.
A more altruistic view of United States interests in foreign aid is championed by David
Halloran Lumsdaine’s 1993 work Moral Vision in International Politics: The Foreign Aid
Regime, 1949-1989. In his work, he puts forth the idea that a “moral vision” underlies foreign aid
allocation, and that donor nations respond to international norms and standards in order to be
international citizens. However, succeeding scholars have since challenged Lumsdaine’s idealist
view of foreign aid. For example in exploring U.S. foreign aid from 1976-1995, Apodaca and
Stohl (1999) find that humanitarian interests do play a role in who gets foreign aid, but has little
impact on how much total bilateral aid is given. They argue that in comparison to other strategic
interests, human rights considerations have not been the sole or primary consideration in deciding
who receives aid and how much is given. Lebovic and Voeten’s (2009) work investigates this
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idea more deeply by stating that while human rights records of recipient nations matter for
multilateral aid flows, human rights sanctioning does not affect levels of foreign aid in bilateral
relationships.
Maizels and Nissanke’s 1984 article and the work of Schraeder, Hook, and Taylor (1998)
support the neo-realist notion that strategic interests are the deciding factor in who receives
foreign aid and how much aid is given. Maizels and Nissanke (1984) find that bilateral aid
allocations are made up largely of economic, political and security interests in the recipient
nation, but varies based on the regime type of the donor nation. Schraeder, Hook, and Taylor
(1998) meanwhile restrict their study to Africa, but likewise find that strategic interests easily
trump any would-be altruistic interests tied to aid (294-323).
Meanwhile, some authors have found that a model that blends strategic and economic
interests best describes foreign aid allocation. Kegley Jr. and Hook (1991) argue that in
describing foreign aid allocation, one can pull the most pertinent aspects of a neo-realist
(strategic) and neo-liberal (economic) explanation. Eberstadt’s 1989 Foreign Aid and American
Purpose also puts this blended view of foreign aid forth. In 1987 Robert Gilpin champions a more
purely liberal view in his book, The Political Economy of International Relations, which stresses
the economic interests in foreign aid policymaking. Meanwhile, Dollar and Alesina (2000) find
that the United States gives assistance to the poorest countries, and within that would appear to
reward good policies and political institutions of the recipient nations. However, they also
provide the disclaimer, “There is virtually no solid evidence on the relative importance of
different variables,” (p. 57).
However, many of these inquiries into foreign aid have their pitfalls. The idea of
“strategic interests” is a malleable concept as many authors vary on how to exactly define and
operationalize this variable. Furthermore, the existing literature lacks any solid quantitative postCold War view of foreign aid. Meernik, Krueger, and Poe (1998) attempted to look at the change
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in post-Cold War foreign aid, but were limited by the availability of data, which only covered a
timeframe until 1994 and was not enough time to see meaningful change.
The literature on foreign aid to Latin America is relatively light and focuses mainly of
human rights conditions because of the region’s history of oppressive dictatorial regimes and how
deeply the United States was embedded in the region, especially during the Cold War. One of the
most cited articles on this topic is Cingranelli and Pasquarello’s 1985 “Human Rights Practices
and the Distribution of U.S. Foreign Aid to Latin American Countries.” Among other things, the
authors find that human rights are important in U.S. bilateral allocation of foreign aid. Moreover,
human rights considerations were a factor in deciding whether or not to give military aid to
regimes in Latin America. The authors also suggest that U.S. domestic factors such as
congressional and presidential support are important when examining the role of human rights in
foreign aid policy. This institutionalized view of the domestic factors of foreign aid is also put
forth by Travis and Zahariadis (2002) who argue that foreign aid allocations are influenced by
both international variables (trade ties, socialist leanings, recipient countries’ domestic needs) and
domestic pressures (Democratic control of the Senate).
Noël and Thérien (1994) offer another analysis of the role partisanship has on foreign aid
policy. By analyzing foreign aid policies in 16 OECD countries, they find that partisanship
matters, and specifically that leftist parties in donor countries allocate more foreign aid. However,
any relationship between party control and foreign assistance can only been seen in the long run
and operates through welfare state institutions and social spending. They echo the sentiments of
David Lumsdaine, who offers, “Those who supported domestic redistributive and antipoverty
measures supported foreign aid,” (p.24). However, the same may not be said in regards to
military spending, at least domestically. Benjamin Fordham (2007) tracks partisan positions on
military spending throughout the Cold War, and finds that although initially strong supporters of
military spending, Democrats gradually turned against it while Republicans followed the exact
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opposite track. Initially unsupportive of large military spending, by the 1950s Republicans had
come to support it and has strongly in favor of military spending since. Although focusing on
domestic military spending rather than foreign military assistance, it could possibly be applied to
broader partisan views on the role of the military both at home and abroad.
The most recent literature on U.S. foreign relations with Latin America is predominantly
qualitative and rarely focuses on foreign aid. A 2003 collection of essays, articles, and
discussions by experts of U.S.-Latin America relations such as John Dinges, Cynthia Arnson, and
Kathryn Sikkink, among others, explores the U.S.’s role in the region. Although focusing on
Argentina, many concepts are applied to the greater Southern Cone and the rest of Latin America.
One such idea is that of covert U.S. support during the Cold War and the role of the U.S.
Congress in withholding or granting aid allocation to the Southern Cone countries amid human
rights abuses. Most recently, Peter Hakim (2006) investigates the declining importance of the
region in America’s foreign policy, and argues that Latin American issues have been replaced by
foreign concerns in the Middle East and other regions, causing Washington to “lose” Latin
America.
My contribution is to provide further commentary on the controversy surrounding the
interests tied to foreign aid allocation. I focus on Latin America, to provide insight into the region
as the U.S. reflects on a tumultuous time period in Latin American relations. In addition, I update
existing research to explore differences in foreign aid policy during and after the Cold War.
I examine both military and economic foreign aid allocation to Latin America to uncover
a previously untold explanation for aid funding that focuses on competing interests determining
the two large categories of U.S. foreign assistance allocation. This adds a better understanding of
the different effects partisan control has had on military and economic aid allocation. Lastly, as
CIA declassifies records of its activities in Latin America it is useful to examine whether U.S.
covert support resulted in increased in aid funding. This is particularly important within the Cold
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War context, as the United States became particularly concerned with changes in the balance
power in the region following the Cuban Revolution of 1959.
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Chapter 3
Theory
The existing literature presents a debate on how American interests abroad impact foreign
aid allocations. The neo-realist would argue that foreign aid is directly tied to the strategic
importance of the recipient nation, while a neo-liberal would stress the economic interests of the
donor nation in determining which countries receive aid and how much aid they receive.
Moreover, some scholars suggest that the United States altruistically decides foreign aid
allocations, giving more to countries where economic needs are the greatest.
My approach groups U.S. foreign policy agendas into three interest categories. The first
is strategic interests that will be primarily framed by national security issues. The second is
commercial interests that will be dictated by how best to protect and further expand the market
for U.S. goods in the rest of the Western Hemisphere. Last, I will examine whether the United
States’ humanitarian-or need based- interests influence foreign aid allocation.
I argue that when focusing on Latin America, one can see that during the Cold War,
America’s strategic interests in the region are the foremost consideration in foreign aid allocation.

H1. Recipient countries that are more important strategically receive more total aid. Strategic
importance is determined by the relative power of a recipient country and whether or not the CIA
has intervened in that nation.

However, domestic factors, such as the partisanship of the United States presidency and
House of Representatives, may also influence aid allocation. These domestic factors will be
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especially important, as human rights considerations became a key part of congressional dialogue
on foreign policy during the 1970s and in following decades. The Nixon and Ford administrations
viewed dictatorships that thrived in Latin America into the 1970s as a cost-effective solution to
keep the communist threat at bay, despite the poor human rights record of these regimes (Taffet,
2007).
This changed with the Carter administration. President Carter pursued an aggressive and
controversial policy focusing on human rights protections in recipient nations. The results of
Carter’s pursuits were drawbacks in aid to military dictatorships in Chile, Argentina, and Brazil,
all of which were prior allies but also human rights abusers (Keen and Haynes, 2013). Although
depicted as highly moral, there were national security objectives behind his denouncement of
right-wing dictatorships. The Carter administration saw repressive Latin American dictatorships
as possible sources of revolution. In the wake of a dictatorship’s demise would be an angry, and
newly empowered, population that would associate the United States with their former repressive
rulers.
However, the return of a Republican-held presidency with Ronald Reagan signaled a
return to realist policies of preserving the status quo in the Cold War framework. United StatesLatin American relations in the 1980s were marked by U.S. militarism in pursuing American
strategic objectives. Reagan openly courted previously sanctioned regimes in Chile and Argentina
and funneled money to the anti-guerrilla war in Central America (Keen and Haynes, 2013). I
predict that party control will have a strong relationship to total aid allocation decisions.
One constant during this era was the battle between the executive and legislative
branches over Latin American foreign policy. In 1974 Congress introduced legislation, led by
Sen. Edward Kennedy (D-MA), which pressured the State Department to produce human rights
records for recipient nations. Despite strong resistance from the Nixon and Ford administrations,
Congress eventually succeeded in blocking military aid to dictatorships that had a record of
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human rights abuses. Legislation was introduced to cap economic aid, but the Nixon and Ford
administrations were able to circumvent Congress’ efforts (Kornbluh, 2003). President Carter
also encountered Congressional opposition during his time in office, most notably from
conservatives such as Rep. Charles Wilson (D-TX). In Nicaragua, Anastasio Somoza’s regime
continued to receive aid despite human rights abuses bccause Carter feared alienating
conservative Democrats that supported the Nicaraguan dictator (Sklar, 1988).
This battle between the branches continued after the fall of the Somoza regime in 1979
and into the 1980 U.S. presidential elections. In aftermath of the Nicaraguan Revolution of 1979,
the Carter administration sought to form a working relationship with the new Sandinista regime.
The new Nicaraguan aid request came under attack from Republicans in Congress who saw the
revolutionary group as communist-friendly (Blachman, LeoGrande, and Sharpe, 1986). Ronald
Reagan also experienced antagonism to his foreign policy objectives from liberal leftists. Joseph
Tulchin argues in his 1994 article “The Formulation of U.S. Foreign Policy in the Caribbean”
that, “In its conflicts with the Reagan administration over policy in Central America, the
Congress inserted itself in the policy process as never before.” Consistent with the existing
literature, I argue that Democratic control of the key decision making offices should cause an
increased level of foreign aid.

H2. Partisanship will have an impact on aid allocation decision. Democratic control of the
presidency and House of Representatives will cause heightened aid flows to Latin America.

Although the global threat of communism originated in Moscow, the Cold War power
struggles were brought closer to U.S. soil after the 1959 Cuban Revolution. The threat in Cuba
signaled a change in the dynamic of the conflict, and Latin America held higher importance in the
Cold War context. This may have increased American presence in Latin America, resulting in
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more total aid allocation to the region. Aid allocation is a diplomatic tool. In this case, the United
States used its aid to gain the favor of Latin American government, thus protecting the status quo.
Conversely, following the collapse of the Soviet Union, the threat of communism takeover in
Latin America diminished. This too had an affect on aid allocation, as Latin America lost some of
its strategic importance resulting in lower levels of foreign aid to the region since.

H3. After the Cuban Revolution in 1959 and before the collapse of the Soviet Union, Latin
America saw a period of increased total U.S. foreign assistance.

Furthermore, I will disaggregate total foreign aid into military and economic aid. This
could uncover some valuable explanatory trends that were competing against each other in a total
aid model. For example, I believe the more powerful country could have a different impact on
military and economic allocations. I hypothesize that the more powerful country, the more
military assistance that country will receive. However, as economic aid is often need-based, I
believe that the least powerful countries will in fact receive more U.S. assistance.

H4. How powerful a country is will have differing effects on military and economic assistance.
More powerful countries will receive more military aid, but less economic aid.

Also, the determinants of military and economic aid may be different. While the relative
power of a country and strategic importance may be a strong predictor of military aid, the same
may not be true for economic aid. Conversely, economic aid may be best determined by needbased interests in the recipient nation or by commercial interests in expanding markets for
American exports.
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H5. The level of military aid allocations is best predicted by looking at strategic interests. The
more strategically important the nation, the higher level of U.S. funding that country receives.
H6. Conversely, economic aid is most accurately determined by judging the level of need and
how strong trade ties are between the U.S. and a given country in Latin America.

Lastly, partisan control of the presidency and the House of Representatives may have
varying impact based on the type of aid, military or economic. The existing research argues that
left-leaning parties, in the U.S. case the Democratic Party, tend to give more assistance in general.
However, existing literature and traditional thought tend to show that Republicans are more likely
to support military funding. These trends will show themselves in the regression analysis.

H7. Democratic control of key foreign aid policymaking offices should increase in economic aid,
but a decrease in military assistance.

During the Cold War, the CIA often placed itself squarely in the affairs of foreign
governments, either propping up authoritarian regimes or assisting in the downfall of
democratically elected leaders. Due to the covert nature of CIA activity, quantitative analysis on
its impact on overt activities such as aid funding has been lacking. I analyze the role of CIA
intervention in the latter half of the 20th century, by testing whether covert actions were supported
with more aid during rather than outside Cold War years. I predict that any CIA covert support
given to a regime during the Cold War will result in an increased amount of military aid to that
country in comparison to CIA interventions outside Cold War years.

H8. Any CIA intervention in a Latin American regime during the Cold War will lead to a higher
level of military support in comparison to CIA interventions outside of the Cold War context.
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In summary, I will run multivariate regressions to test which interests determine United
States foreign aid allocation to the region as a whole, and which interest categories characterize
those individual countries that receive more foreign aid than others. Through a review of the
existing literature I will use three interest categories: strategic interests, economic interests, and
humanitarian interests. In addition to these three categories I will analyze how, over time, the
partisanship of the presidency and the House of Representatives affected aid decisions, and if the
Cold War had any influence on aid to Latin America. Using the same variables coding interests,
partisanship, and the Cold War I will run a two models using military and economic aid as the
dependent variable, respectively. I will conclude by testing the effect the interaction of CIA
intervention during the Cold War on U.S. military aid allocation to Latin America.
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Chapter 4
Analysis
Data
My dependent variable(s) is the level of United States foreign aid aid received per person.
Data on this variable is collected and maintained by the USAID’s “Greenbook”. Military and
economic data from the “Greenbook” will be disaggregated from the total aid figures for the latter
two models. All aid figures are in constant U.S. dollars. I will also include partisanship of key
areas of the United States’ government as an antecedent variable. This will be a dichotomous
variable indicating Republican or Democratic control. The key positions I will examine are the
presidency and the party that controls the House of Representatives and thus has appropriation
control. I believe partisan control of these key parts of the government could help in explaining
who gets foreign aid and how much foreign aid they receive.

Figure 1Foreign Aid Distribution to Latin America Since 1950
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Tracking military and economic aid to the region since 1950 reveals important trends
about U.S. relations with the region and the impact of domestic politics on foreign policy
outcomes. The 1950s showed the beginnings of assistance directed to region and while economic
aid to the region remained relatively low, military aid to Latin America spiked in the middle of
the decade. This was due in part to the Mutual Security Act of 1951that increased military aid
through bilateral pacts between Latin American regimes and the United States (Francis, 1964).
Members of Congress did not see the benefit of dispensing economic aid to foreign countries if
that aid did not directly benefit their district. However, the State Department was able to convince
Congress of the need to allocate military funding to Latin American regimes in the fight against
communism (McPherson, 2013). Yet, disenchantment with military aid toward the end of decade
as military and economic aid began to mirror each other more closely.
As supported by the graph, the 1960s ushered in a new period of U.S. foreign aid policy
towards Latin America. The 1959 Cuban Revolution served as a catalyst for this drastic change.
The communist threat had arrived in the Western Hemisphere, and demanded a change in Latin
American policy for the United States. Foreign aid became seen as the diplomatic means to reach
a variety of ends. Aid in general has since been used to, “achieve aims to dominate, pacify,
protect, strengthen, or change certain countries,” (Taffet, 2007 p. 3). The increase of aid to Latin
America during the 1960s was borne from the Alliance for Progress, introduced by President
Kennedy in 1961. At the time it was the largest ever U.S. aid program toward the developing
world, and championed economic growth and political reform. While noble, the Alliance for
Progress’ goals often came in conflict with strategic interests in the region. The United States
could not afford to focus solely on humanitarian projects while the threat of communism in the
region increased.
The Alliance for Progress ultimately failed as a result of its inability to ensure long-term
economic progress and short-term political successes. However, in combination with the Cuban
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Revolution of 1959, the Alliance for Progress focused policymakers’ attention on Latin American
issues. Commitment to the Alliance for Progress began to wane by the mid- and late- 1960s, and
its heavy burden became untenable when combined with President Johnson’s Great Society social
programs and the Vietnam War spending (Taffet, 2007).
Foreign aid allocation in the 1970s presents an era when competing political ideology
showed itself in military and economic aid flows to Latin America. During the Nixon and Ford
administrations one can see the inverse relationship between military and economic assistance.
The heightened focus on strategic interests resulted in an increase in military spending, while
regional economic development was not seen as important to U.S. foreign policy goals. Yet,
Congressional concern, led by Senator Kennedy (D-MA), over the human rights records of aid
recipients resulted in legislation that cut military aid to dictatorial regimes (Kornbluh, 2003),
something visible in the graph.
Military aid continued to decrease after the election of Jimmy Carter in 1976. His
commitment to economic development and human rights in the region resulted in further cuts to
military aid until the end of his term in 1980. Military aid was restored in the 1980s with
Reagan’s return to realist policies of militarism in the region, placing Latin America in the Cold
War framework. Throughout the 1980s, military and economic aid in the region again began to
mirror each other, with more volatility in military aid.
After the fall of the Soviet Union, the strategic importance of Latin America began to
diminish. Both military and economic aid declined as the United States struggled to find a
meaningful purpose in its activity in Latin America. This changed towards the end of the 1990s
and into the 2000s, as Washington pursued its war on drugs. Initiated originally by President
George H.W. Bush, aid to Latin America countries to fight drug trafficking increased under
President Clinton’s administration and into the 2000s (Wiarda and Skelly, 2006). In addition, the
U.S. provided military support to regimes facing revolutionary forces, most notably in Mexico
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during the Chiapas Rebellion and in Colombia in the government’s long battle against the FARC.
Though the success of the drug-war has been questioned, aid to combat drug trafficking
continued to increase into the new century.

Explanatory variables
The first step in preparing to run the quantitative analysis is to operationalize the
strategic, commercial, and humanitarian interests tied to foreign aid. Strategic or neo-realist
variables will include the occurrences of CIA intervention in the installation or support of a
regime in a country and the Composite Index of National Capability to measure the relative
power of the recipient countries.
The CIA intervention variable is a dichotomous variable that is coded as “1” for a
country-year if the CIA installed a foreign leader or provided covert support for a region (See
Appendix B). However, installation or support takes many forms. Some of the activities the
authors list that could signal covert aid would include creation and dissemination of propaganda
through various mediums and the provision of funds and expertise for political campaigns. More
aggressive tactics used by intelligence agencies include: the destruction of physical infrastructure,
covert paramilitary operations (including arms deals and direct involvement in operations), and
assistance in planning coups and assassinations. The CIA does not necessarily need to install a
military leader for the country-year to be coded as “1”, but in many cases provided support for
regimes already in power to solidify their control in the possibly unstable areas of the world.
To further supplement the U.S. influence, I will include a Correlates of War dataset that
measures the material capability of a country from 1816-2005 based on values for total
population, urban population, iron and steel production, energy consumption, military personnel,
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and military expenditure. Originally compiled by J. David Singer et al. (1988), the National
Materials Capabilities dataset is then converted to the Composite Index of National Capability
(CINC) that is constructed by adding all observations on each of the 6 values previously
mentioned for a given year, converting each state's absolute component to a share of the
international system, and then averaging across the six components. This could have an impact on
the amount of American attention a country receives; however, there are logical arguments for
both positive and negative relationships. In one respect, a higher CINC score could indicate a
potentially powerful country that poses a threat to the United States, garnering more foreign aid in
return for loyalty. Conversely, a country with a lower CINC score might theoretically need more
U.S. foreign aid because it is not as significantly developed.
Commercial interests will be explained by a variable that measures bilateral trade
between the U.S. and the recipient nation. This variable is intended to measure how U.S.
economic relationships shape aid allocation. I will use the Correlates of War’s International
Trade 1870-2009 v3.0, compiled by Barbieri and Keshk. This dataset provides a comprehensive
view of U.S. bilateral trade for country-years from 1870 and 2009. The dyadic dataset provides
levels of exports and imports for country pairs (such as the United States and Latin American
countries). The authors primarily use data obtained after 1945 from International Monetary Fund
reports on international trade. However, they supplement this by including trade reports from the
importing and exporting countries. Since my theory analyzes foreign aid policy from the
perspective of the United States, I will use the trade figures as reported by the United States.
Humanitarian interest is operationalized by a life expectancy measure compiled by
Gapminder, which measures the average number of years a newborn child would live if current
mortality patters were to stay the same. This variable serves as an indicator of the level of
development within a country. Other indices such as the United Nation’s Human Development
Index were considered, but since it only covers years since 1970, it did not cover the stated
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timeframe of my research. To avoid overlapping variables in my regression analysis, I will only
use the life expectancy variable to represent a country’s need. Lower life expectancy is a proxy
for lower economic development.
The last variable to be included in my research is a dichotomous variable indicating
whether a country-year falls within the Cold War context in Latin America. For this I have
included all country-years between and including 1960 and 1989. I sought to capture the impact
the Cuban Revolution of 1959 on diplomacy in the region as a whole. In the entire history of
U.S.-Latin American relations, it was the first time a Latin American nation, in this case Cuba,
became an ally with the United States’ foremost enemy. Bulmer-Thomas and Dunkerly state in
their 1999 book chronicling U.S.-Latin American relations that, “Cuba and its foreign policy
shaped (and mis-shaped) much of U.S. foreign policy towards the region.” Because Cuba was a
real adversary, the U.S. government had rational reasons to seek to counter Cuban (and Soviet)
influence,” (39). For these reasons I argue that the Latin American facet of the Cold War did not
have a real impact on American foreign policy until after the 1959 Cuban Revolution. I will use
the 1989 fall of the iconic Berlin Wall as the end of my Cold War timeframe.

Results	
  
Two research regression methods will be employed to analyze the influence of the
various variables on different measures of foreign assistance. Multiple regressions will be run for
each method to capture the nuances behind United States foreign assistance to Latin America.
The first method, a fixed-effects approach, will capture the effect on foreign aid from year to
year, or over time. While in the second round, a cross-section regression provides an analysis of
differences between countries.
The first step in dealing with the variables was to examine each variable’s distribution to
see if any variable would benefit from using their natural log. That ended up being the case for
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the CINC variable, exports, and the foreign aid data. There ultimately were three models run for
each regression method, analyzing the logs of total aid per capita, military aid, and economic aid.
Analyzing total aid received per capita in the fixed-effects model (Appendix A) reveals
statistically significant findings. As U.S. exports to a given country increased over time, the aid
received per person actually decreased. This could mean that U.S. exports acts more as a gatekeeping variable, meaning that a high level of U.S. exports may determine who receives U.S.
foreign aid, but an increase in aid over time is not contingent on trading trends. Also, a
Democratically-held House of Representatives signaled a statistically significant increase in aid
received per person, as predicted. The lack of statistically significant explanatory variables in
analyzing total aid per capita could be due to competing coefficients between military and
economic aid allocation to Latin America.
Disaggregating military and economic aid results in important findings surrounding U.S.
aid to the region over time. When looking at only military assistance, the occurrence of a CIA
intervention in a country results in an increase of military aid over time, as predicted. However,
this was the only explanatory variable in the fixed effects model for military assistance that was
statistically significant. The economic aid model also only yielded one statistically significant
variable, life expectancy. However, this variable acted contrary to conventional thought. As a
country’s life expectancy increased over time, or as they became developed, U.S. economic aid to
that country increased. This relationship suggests that economic aid may be allocated as an award
for progress in human development.
The cross sectional regression analysis (see Appendix A) compares country-to-country
figures considering all observations at one time, but mostly reflects differences between
countries. Once again, three models were run with the logs of foreign aid per capita, military aid,
and economic aid as the dependent variables. In the total aid per capita model, the log of the
CINC measure, or relative power of a country, was statistically significant with more than 99%
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confidence. The coefficient showed that more powerful countries receive less aid. This
relationship proposes that total assistance allocations were need-based. However, this may be
skewed by the United States’ higher activity during this timeframe in Central America and the
Caribbean nations, which while smaller, were still important to U.S. foreign policy objectives.
Once again, comparing the variables that best predict military and economic aid yields
important insights. To best understand these findings, consult Figure 2 and Figure 3 below.

Figure 2 U.S. Military Aid to Latin America

Figure 3 U.S. Economic Aid to Latin America
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Both CINC variables proved to be significant; but while CINC’s relationship was positive
with military aid, it was negative in economic aid. More powerful countries receive more military
aid but less economic aid. The human development and trade variables proved to be reliable
predictors of economic assistance allocation. The lower the life expectancy in a country, the more
U.S. aid that country received. The U.S. also rewarded the largest markets for American goods in
the region with more economic assistance, but less military aid (although statistically
insignificant).
The figures also show us the degree to which these variables explain military and
economic aid respectively. The CINC variable had the largest influence on both categories of aid.
Since the model was run with a logged measure, a one percent increase in CINC across countries
resulted in an average 43% increase in military aid allocation. However, the same change in
CINC between countries resulted in an average 36% decrease of economic aid. Moreover,
economic aid increased by an average of 32% as U.S. exports increased by one percent across
countries. Lastly, a one year longer life expectancy between countries is associated with a five
percent decrease in aid. This would signal that less developed countries receive more economic
assistance based on their need.
The partisanship of the U.S. executive and legislative branches was also proven to play a
crucial role in foreign aid allocation, as shown in Figure 4 below. Despite being insignificant in
total aid received per person, partisanship served differing roles for military and economic
allocation to Latin America. A Democratic House of Representatives approached military and
economic aid very differently, as they generally prioritized development and human rights
considerations in allocation decisions. Therefore, a change in House control from Republican to
Democrat meant an average 42% drop in military aid. However, the same exchange of control
resulted in a nearly equal increase in economic assistance. While a Democratic presidency could
not definitively predict military aid, it caused an increase of economic aid to the region. A
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transition from a Republican administration to a Democratic one is associated with an average
21% increase in economic aid to Latin American countries.

Figure 4 Partisanship and Aid Allocation

Another important result is the relationship between CIA interventions and military
funding during the Cold War compared with the period prior to and after the Cold War. Through
tracking military and economic aid during from 1950-2008, there was a prominent increase in
both categories of assistance to Latin America in the period immediately following the Cuban
Revolution of 1959 and the initiation of the Alliance for Progress in 1961. However, Figure 1
does not reflect the relationship between covert CIA interventions and military and economic aid
to the region (see Figure 5 below). During the Cold War (1960-1989 for this study), CIA
intervention was an accurate predictor of military aid with nearly 99% confidence. If the CIA
intervened in a country to either support a leader or install a new regime, during the period from
1960-1989, military aid to that country increased by an average of 92%. However, that trend
reversed outside of Cold War years in Latin America, as CIA intervention caused an average 46%
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decrease of military aid. Although not statistically significant, economic aid followed a similar
pattern. While economic aid increased after a covert CIA operation in Latin America, CIA
operations before 1960 were usually followed by a decrease in economic allocation.

Figure 5 CIA Intervention Impact, During vs. Out of Cold War Context

In relation to my hypotheses, there is an assortment of results: some were substantiated
by quantitative evidence while others were either proven false or inconclusive. For aid per capita
in the fixed effects model, as a country received more exports they were allocated less U.S.
assistance. This could be a result of the largest trading partners in the region not receiving a large
amount of aid, causing their aid per capita to decrease in comparison to the smaller countries that
cannot compete in trade with the United States but receive large aid packages due to other factors.
Overall, the results were inconclusive as to which interests determine total aid allocation.
Partisanship of the presidency and the House of Representatives was not found to be an
accurate predictor of allocation decisions. Although the results were insignificant, both fixed
effects and cross-sectional analyses revealed that Democratic control signaled a higher level of
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assistance, as predicted. The Cold War variable was found to be significant across all models and
confirmed the prediction that Latin America received a heightened amount of total aid after the
Cuban Revolution until the fall of the Berlin Wall.
The hypothesis surrounding the differing effects a country’s power on military and
economic aid respective was proven correct and statistically significant. More powerful countries
in Latin America received more military aid, but less economic aid. The hypothesis of the effect
strategic interests would have on military aid was partially true in the cross-sectional analysis. As
aforementioned, the more powerful counties received more military aid, but even though the
occurrence of CIA intervention resulted in more military aid, nothing could be proven with
confidence. Economic aid proved to be determined by both country development and the strength
of trade ties between the United States and the recipient country. The less developed (more in
need) and more exports flowing to a Latin American nation, the higher economic aid that country
was allocated.
Partisan control of the House of Representatives, which entails having control of the
budget, was also an important correlate of aid. Democratic House control meant less military aid
to Latin America in both the fixed effects and cross-sectional analyses. However, a Democratic
House tended to give more economic aid. The same could not be said for the party in control of
the presidency, as Democratic presidents gave more aid, both military and economic, in general.
However, the results showed that one could not have any confidence in predicting a pattern of
presidential party and assistance. As predicted, the CIA’s covert intervention in a country within
the Cold War timeframe caused a marked increase in military aid. Also, those interventions that
took place prior to 1959 actually resulted in a decrease in military aid, although insignificant
statistically.

28

Chapter 5
Conclusion
Although the results provided a mixed level of support for my original hypotheses, it
unveiled some intriguing patterns surrounding how the United States government decided what
countries in Latin America receive assistance. Within the ongoing debate of what interests
determine total foreign aid allocation, when focusing on Latin America no reliable trends could
be found as to which interests determine U.S. foreign aid allocation. That is not to say strategic
interests did not matter in Latin America in the latter half of the 20th century and into this century.
The relative power of a country was a strong determinant of military aid, suggesting that the
United States continues to assist their strongest allies in the region militarily. Domestic factors,
such as partisanship have a large impact on United States aid policy, which supports the existing
work on the topic. If the House of Representatives is under Democratic controlled, then one can
expect to see a rise in aid per capita allocation. However, the same control of the House meant a
lower level of over military assistance heading towards Latin America.
The most telling indicator in the story behind U.S. assistance to Latin America since 1950
has been the Cold War. The period marked an increased American presence in the region as it felt
it had to safeguard against the threat of communism, which had recently spread to Cuba. Aid is
seen a valuable diplomatic tool and it was used in this era to curry the favor of Latin American
neighbors and cement allies. Military aid in this era was further supplemented with covert CIA
operations that often installed new leaders or supported authoritarian ones. In comparison to the
Cold War era, the region has certainly seen less focus from the United States in aid allocation, but
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to say it has “forgotten” about the region as a whole would be hard to prove concretely as
initiatives such as the region’s war on drugs frame U.S. foreign policy.
This study has made a contribution by joining the debate on the donor interests tied to
foreign aid allocation and has commented further on the role partisanship plays in the foreign
assistance policymaking. Furthermore, it provides a quantitative and contemporary examination
of Latin America, an intriguing and complex region of the world, something that the existing
literature had been devoid of until now. It also contributes to the growing literature on the role
that covert operations in the region had during this time. As we continue to learn of CIA
operations worldwide it will be important to quantitatively analyze their effect on publicly stated
foreign policy.
Although I am confident in my findings, the research and analysis did have its
limitations. By choosing such a large timeframe, I eliminated possibly useful explanatory
variables that could better explain patterns in foreign aid. I believe I was also limited in my
measures for strategic variables. The CINC score and CIA intervention were valuable in my
analysis, but there could be something else that could function as a marker for strategic interests. I
had the option of including a measure of troop deployment but within Latin America it most
likely would’ve skewed the results as countries such as Panama and Cuba having a vast majority
in troop deployment (Panama Canal, Guantanamo Bay) in comparison to other countries’
relatively small and unvarying level of U.S. troop deployment. Lastly, other economic variables
could’ve been included to get a more complex view of the role of commercial ties in determining
aid. I chose to only include U.S. exports to a particular country but it could be interesting to see
the effects of the trade of a particular natural resource or good has on aid allocation.
The possibilities of future research on this topic could turn a number of valuable ways. In
respects to foreign aid, there are more stories to be told on the role domestic factors play in aid
allocation. Forces in the United States such as immigration and economic downturn could have
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an impact on who gets aid and how much. Alternatively, external developments such as the
global recession in the past decade, the global struggle against terrorism and organized crime, and
the emergence of the BRIC countries could all be related to how the United States and other
countries set their foreign assistance agenda. With the rise of powerful multinational corporations
in the age of globalization, the role private actors and foreign direct investment internationally
may have implications for foreign aid policy of these corporations’ home countries. I also urge
subsequent research to conduct similar investigations on other regions of the world.
There are numerous developments in Latin America that should demand research on how
we establish foreign aid policy. The rise of Brazil as a rival economic power could cause
significant changes in diplomatic relations. The drug and organized crime threat is becoming an
increasingly transnational threat that mutually endangers U.S. and Latin American interests.
Research on how U.S. assistance best helps regional governments help themselves could be
valuable in addressing future transnational issues and creating healthy diplomatic relationships.
China has also introduced itself as a new player to the region since the turn of the century, using
foreign aid as a tool to gain access to markets and resources. Competing U.S. and China interests
in the region are and will continue to be an opportunity for research. Also, The United States has
long been seen as either the overbearing neighbor to the north, or the hemispheric power that is
too concerned with conflicts elsewhere globally to be concerned about hemispheric issues.
Foreign aid policy as a diplomatic tool is an important factor in finding a comfortable position in
U.S.-Latin American relations for both parties involved.
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Appendix A Regression Models

Fixed Effects Regression Analysis of U.S. Foreign Aid Flows to Latin America 1950-2008
Independent
Variable
Log_CINC

CIA Intervention

Life Expectancy

Log_Exports

Dependent Variable: U.S. Foreign Assistance in Millions $
Log Aid per capita
0.083
0.823

***

Log Military Aid
0.855
0.748

***

0.086

0.597

0.218

0.320

0.336

0.033

-0.028

0.089

0.034

0.040

0 .049

*

-0.019

- 0.330

0.187

0 .222

Pres_Party

0.091

0.0481

0.274

(1 if Dem)

0.087

0.087

0.134

House Party

0.282

(1 if Dem)

0.139

Cold War

0.377

*

-.0407

**

0.190
**

0.444

0.416

*

*

**

0.180
**

0.379

0.136

0.204

0.199

1027
0.469

1027
0.272

1027
.381

-1.787

-3.792

Constant
-0.804
Standard errors are reported under the coefficients
*=p<.10, **=p<.05, ***p<.01

***

0.118

0.151

n
RSq

-0.270

*

Log Economic Aid
-0.008
1.054

*
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Cross-Sectional Regression Analysis of U.S. Foreign Aid Flows to Latin America 1950-2008
Independent
Variable
Log_CINC

Dependent Variable: U.S. Foreign Assistance in Millions $
Log Aid per capita
-0.534
0.069

***
***

Log Military Aid
0.430
0.098

***
***

Log Economic Aid
-0.357
0.150

CIA Intervention

0.155
0.165

0.260
0.266

-0.177
0.300

Life Expectancy

-0.017

-0.009

-0.048

0.016

0.016

0.018

Log_Exports

0.056
0.072

-0.104
0.105

0.315
0.129

Pres_Party

0.041

0.061

0.169

(1 if Dem)

0.092

0.092

0.131

House Party

0.247

-0.444

(1 if Dem)

0.140

0.176

Cold War

0.606

n
RSq

***

0.538

**

**

**

0.251
0.206

***

0.774

0.117

0.176

0.191

1027
0.354

1027
0.142

1027
0.114

0.591

5.581

Constant
4.84
Standard errors are reported under the coefficients
*=p<.10, **=p<.05, ***p<.01

***
**

***

Table 3: The Effect of Covert CIA Intervention on Military Assistance to Latin America
Comparison: During vs Outside Cold War Years (1960-1989)

CIA Intervention

During Cold War
0.922
0.334

p
0.012

Standard errors are reported under the coefficients

Outside Cold War
-0.462
0.430

p
0.296
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Appendix B CIA Intervention
Covert CIA Support in Latin America
Argentina

1976-1982

Bolivia

1964-1978

Brazil

1964-1977

Chile

1964-1970

Chile

1973-1988

Cuba

1952-1958

Dominican Republic

1947-1978

Ecuador

1963-1968

El Salvador

1947-1989

Guatemala

1954-1985

Haiti

1950-1986

Honduras

1964-1988

Nicaragua

1949-1979

Panama

1947-1968

Panama

1981-1987

Panama

1989

Peru

1965

Uruguay

1964-1983
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