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ABSTRACT
FOREIGN AID AND INTERNAL VIOLENCE IN
CENTRAL AMERICA AND THE CARIBBEAN
by
LINDA ALDREDGE HERRON

This study reports the relationship between the giving
of United States foreign aid and political stability in
eight nations bordering on the Caribbean Sea.

These nations

include six independent countries in Central America and the
two nations on the island of Hispaniola.

Events data from

these nations were gathered from regional news sources;
economic data were gathered from United Nations sources;
and U.S. foreign aid figures were taken from government
sources.
Five factors are condensed from the events data to
represent the independent variables and are visualized as a
cycle of conflict which grows from less to more intense and
violent.

The independent variable is U.S. foreign aid.

Economic growth and Repression are designated as intermediate
variables.

Political stability is the dependent variable.

The primary relationship studies is between foreign aid and
the more intense levels of conflict to study aid's effect

on the incidence of political turbulence in these eight
nations.
This study adopts Schattschneider's idea that conflict
grows as the audience to a struggle becomes involved in
the fight.

Doran outlines five levels of conflict, des¬

cribing a progression of violence from less involved at
the local level to the level of international conflict
with wide consequences.

The use of time series data allows

the development of a model to show the progression of con¬
flict from one level to the next.
U.S. foreign aid was given to the nations included in
this study for a variety of reasons, but all these reasons
have a common goal: the promotion of internal domestic
stability in this region.

The present research indicates

that aid has neither been an unqualified success nor a
dismal failure in achieving this goal.

U.S. foreign aid

remains one of many tools that American policy-makers use
to influence international relationships.

CHAPTER I
OVERVIEW
Both geographical and economic ties link the nations
of Central America and the Caribbean to the United States.
This relationship has long been recognized by U.S. policy¬
makers, for these nations have a long history of business
relationships with U.S. firms.

Since 1950, many of these

nations have also received U.S. foreign aid—loans and
grants specifically marked as military and economic
assistance.

This foreign aid to Central America and the

Caribbean was part of the general granting of increased
foreign aid to Latin America, and was given with several
purposes in mind..

These purposes include self-interested

ones such as the promotion of business, trade and direct
foreign investment.

There is a long history of profitable

trade between the U.S. and this region of Latin America.
Washington policy-makers and Federal agencies concerned
with aid planning respond to the interests of U.S.
business as a legitimate constituency whose interests
should be served to some extent by government support.
extent of this support differs from case to case, and in
some instances the interests of business are ignored for
other considerations.

The importance of these business
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relationships and their influence on policy decisions
can be open to several interpretations (Krasner, 1978;
Beaulac, 1970; Mason, 1964).

But the most important pur¬

poses for which aid was granted are specific and relevant
to U.S. foreign policy.
This paper will examine the specific purposes
which foreign aid was to serve in the relationship between
the United States and the Central American and Caribbean
region.

There are several linkages between aid and its

political effects on levels of internal political
violence.

This violence in turn determines the levels of

political instability in the region as a whole.

For this

reason, the present research defines as the primary ob¬
jective and main target of the aid program the effort to
decrease levels of internal political instability.

Brief¬

ly, foreign aid was to:
1) Increase economic progress, and through
this progress decrease political
instability;
2) Reform social and governmental institutions
and influence stability by increasing
governmental ability to respond to
citizen demands;
3) Decrease the threat of Communist aggression
by enabling governments to suppress
minor or localized instability. Govern¬
mental repression would lessen the
incidence of major instability.
Aid was to influence political instability in these ways.
The first of these agents of change was economic
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progress.

As the citizens of a country experience

economic growth, their political demands change.

Policy¬

makers are divided over which direction these changes
will take.

Many policy-makers believe that foreign aid

will be able to increase economic progress and that this
progress will decrease political instability.

Demands of

citizens decrease as the economic "good life" satisfies
the needs of a larger portion of the population.

There

are other observers who believe the opposite will happen.
Because citizen expectations of growth and prosperity do
not diminish in years of economic stagnation, citizens
would expect governmental action to dampen the negative
results of economic downturns.

This has the effect of in¬

creasing demands in times when governments are least able
to fulfill them.

Thus economic progress would have the

effect of increasing political instability.
There is no doubt, however, that economic progress
is sorely needed by those living in poverty in the nations
of Central America and the Caribbean.

The figures for

the standard of living in this region show that millions
of people live at the ragged edge of existence.

Most

live on tiny farms which lack fertilizers, insecticides,
or in many cases basic tools beyond the machete and plow.
Paddock (1973) related that the Central American farmer
must fight a never-ending battle with weeds and bugs, has
very little money to buy life's necessities, and will
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probably not live beyond the age of 40.

The life of many

who migrated to the overcrowded cities of this region was
beyond the imagination of those Americans who witnessed
it.

Economists saw that these nations were suffering from

the unequal effects of international trade.

These nations

rely on imports of manufactured goods and basic foodstuffs,
but face continuous balance-of-payments crises as exports
of basic commodities fall in volume and price.

When U.S.

policy-makers consider the effects of such living con¬
ditions and economic loss on the people of this region,
they hoped that the U.S. could take positive steps to end
this misery.

This goal of improving economic well-being

is certainly a worthy goal for its own sake, for Americans
always seem to want to help others in distress.

This goal

of economic improvement was also important because it was
believed to be an important factor in suppressing the appeal
of Communism in these nations.

Economic progress was be¬

lieved to be an effective preventative cure for Communism.
The second goal of the aid program was social and
institutional improvement.

The U.S. hoped to strengthen

the social fabric of these nations and usher in a better
way of life for all people in the Western Hemisphere.
Political instability seemed inimical to social or economic
progress in Central America.

Frequent revolutions, coups

d'etat, and other political trouble tended to discourage
progress in these nations.

Latin American society did not
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seem to value "compromise," "give-and-take" or many other
cherished tenets of the American liberal tradition.

To

U.S. policy-makers Latin American politics generally
seemed "undeveloped": constant ideological rhetoric
reverberated in a rigid society characterized by the few
very rich aristocrats living in opulence and the multitude
of very poor peasants living in squalor.

Political

development, or the growth of democratic institutions,
could help solve many of the glaring social inequalities
and political "pathologies."

By reducing inequality in

these nations, U.S. policy-makers hoped to reduce domestic
political instability.
The last of these specifically stated goals for the
aid program was to "contain Communism."

There had been a

Communist-supported government in Guatemala in the 1950s
which succeeded for a time in nationalizing a large
portion of land owned by the United Fruit Company.

In

addition, guerrilla forces began to appear in several Latin
American nations, led by men who claimed to be inspired by
Marxist-Leninist teachings.

Castro’s victory in Cuba

established a Communist government within an area commonly
considered to be within the American sphere of influence.
The United States advanced military and technical assistance
to nations in the Caribbean and Central American region to
assist these governments in fighting Communist-rinspired
guerrilla forces.
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There are other sources of political instability,
however, and U.S. aid also helped governments increase
repression against any destabilizing force.

To the extent

that this repression was "successful," it decreased the
incidence of major political instability.
The present study adopts an idea presented by E. E.
Schattschneider in his book The Semi-Sovereign People.
This author asserts that an audience becomes a critical
variable in the evolution and resolution of a dispute, for
it is "audience participation" in a fight which spreads
conflict from one arena to another.

Thus in the specific

context of research on conflict in these eight Latin
American nations, this study will also assume that racial,
economic or social tensions assume political dimensions
as citizens involve governments in their problems.

Critics

of these Central American and Caribbean governments believe
that the interests of the upper classes are permanently
represented in governmental decision-making, therefore
governments would quickly become involved in any dispute
in which the interests of the privileged cases were in¬
volved.

These governments respond to conflict by increasing

repression, attempting to end the dispute before it can
"spread."

If this repression succeeds, conflict will end

and instability will decline.
The ideology that dictated these many goals for a
broad spectrum of purposes rejected the narrow use of
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military aid for containment alone.

Policy-makers pro¬

fessed a belief that these lofty aims of economic
progress, social development and containment could be
achieved if these nations could somehow decrease political
and social instability.

This effect was to be brought

about through U.S. foreign aid.
Chapter II begins with a brief look at U.S. diplo¬
matic history.

There have been many private and public

links between the U.S. and governments of these foreign
nations.

These nations are important to the U.S. for

many political and economic reasons.

There has been one

motive, however, that has seemed to inspire all American
policy-makers when dealing with Latin America from the days
of William Howard Taft to the 1979 Congressional hearings
on aid.

This motive revolves around the achievement of

"world peace."

This term is often encountered in the

rhetoric used in support of the present aid program (es¬
pecially by the executive branch), and may in part repre¬
sent the multitude of interests involved in national
security.

Yet the achievement of "world peace" would allow

the United States to pursue its policy objectives without
resorting to armed conflict.
would help achieve this goal.

Taft believed that trade
The present aid program is

supported by those who believe that "world peace" can be
achieved by the promotion of domestic political stability.
While the U.S. may at times have supported destabilizing
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elements in certain nations, this support was always given
in the hope that in the long run, the new regime would be
more stable and well worth the price of temporary strife.
The aim of all these tactics, as well as the primary motive
in the U.S. aid program, is the promotion and achievement
of domestic and international stability.
Schattschneider*s outline of the cycle of violence
can be traced in the specific context of events in Central
America and the Caribbean, for Doran (1976) outlined these
events in his study of conflict events.

Other authors

(Gurr, 1968; Powell, 1976; Prosterman, 1976) have traced
escalation of grievances from fist fights to revolutions,
yet it falls to the dependentistas, a group of Latin
American scholars, to explain why local trouble in a backwoods area of a Third World nation should eventually grow
to have international repercussions.

The economic model

outlined by the dependency authors demonstrates that the
evolution of capitalism has not allowed any area of the
world to be too remote—too unconnected—to world centers
to be ignored.

The dependency authors trace economic links

to dependence and exploitation through all nations and
demonstrate the economic importance of lesser developed
nations and their contributions to the world's wealth.
The link between U.S. national interest and stability in
this region explains the policy of providing foreign aid
to almost all the Latin American nations.
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Chapter III develops a model which will be tested
using data from eight nations of the Central American and
Caribbean region.

Using this model, this research will

test the success of the goals of the foreign aid program as
outlined above.

As an empirical test of the implied

causal relationship (aid decreases political instability)
this paper included data of conflict events from 1948
through 1964.

These data of seventeen years offer a picture

of how turbulent these countries were in those years.
Condensed as the data are,, they still offer a snapshot of
past events.

Since this study builds on the work of Doran,

it must adopt several basic decisions made in prior work.
The conflict data, drawn from a study by Doran, Pendley
and Antunes (1973), is collected from eight small nations
of Central America and the Caribbean which all have a long
history of Independence.

Since the selection of any sub¬

set of nations for a study may introduce several idiosyncracies which need to be recognized, there are several
Central American and Caribbean countries which were ex¬
cluded.

Mexico was excluded from the study because of its

relatively large size, and Puerto Rico was eliminated be¬
cause it is not an independent nation.

The island nation

of Cuba is also excluded, not on the grounds of size or
independence, but because it is the single nation in this
region which experienced a successful Communist revolution.
Other nations, notably Guatemala,, have experienced
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Communist-led governments for a short time, but none of
the eight nations included in this study have seen the
sweeping political and social changes experienced by Cuba.
Therefore, the selection of countries for this present
study, as the study by Doran, Pendley, and Antunes, may be
in many respects arbitrary; yet this selection allows the
researcher to concentrate on a subset of nations which
are alike in several ways.
Chapter IV reports the results of the test of aid's
effect using the actual data from the region.
Chapter V evaluates the results of the empirical
test of aid's effect on domestic political violence in the
region of Central America and the Caribbean.

What effect

have the millions of dollars poured into this region
actually had?

This final chapter will summarize the find¬

ings of the present research and discuss policy implications
of the results.
Let us now examine the relationship between the
United States and the Caribbean-Central American region of
Latin America as it developed in the late nineteenth and
early twentieth centuries.

CHAPTER II
HISTORY AND ASSESSMENT OF U.S. AID AND
THE LATIN AMERICAN PERSPECTIVE OF DEVELOPMENT
In order to understand the nature, scope and
effectiveness of the American foreign aid program in
Central America and the Caribbean, it is necessary to brief¬
ly view the general history of American and Latin
American interaction in the twentieth century.

Americans

are surprised at the resentment which aid and related
programs have engendered, for the help that Americans offer
with motives that are at least partially altruistic and
humanitarian are frequently met with suspicion and hostili¬
ty.

In order to understand these feelings, one must view

both the "neglect" which Latin America suffered after
World War II and the special perspective of the Dependency
Model, an explanation of how Latin America's economic,
social, and political development fits into the inter¬
national economic and political system.
EARLY RELATIONSHIPS BETWEEN
THE U.S. AND LATIN AMERICA
The Monroe Doctrine, issued by President James
Monroe in a message to Congress in 1823, and expanded by
President James Polk in 1845, served for the most part as a
very effective warning to European powers against armed
11
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intervention or diplomatie interference in the Western
hemisphere.

The fierce competition for trading privileges

among nations led to hostilities and open warfare in other
parts of the world, for the predominant theory among
European nations was that "trade followed the flag"
(Byrnes, 1966).

Armies occupied foreign lands to insure

the safe conduct of goods and the safety of expatriate
citizens.

Events in China, stand as a primary example of

this method of increasing foreign trade.
In the face of this military force President
William Howard Taft's idealistic assumptions that "the
flag follows trade" gained little ground in heavily con¬
tested areas like China.

Taft's belief was that natural

relations between the U.S. and foreign nations grew
through trade relations, the private connections in the
selling of goods and the lending of money.

The proper

work of the diplomatic corps was to repair any break in
the private network established voluntarily by traders and
investors.

The U.S. policy caused the development of a

semi-imperialistic relationship in Central America and the
Caribbean.

Here Taft's policy worked very well without

the use of military intervention in the opening of trading
relationships.
The record of Taft's policy is marred, however, by
the history of American debt collection procedure.
shows of force, and finally the actual occupation of

Threats,
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customs houses by U.S. officials all served as tactics to
insure collection of U.S. business loans.

For example,

from 1907 to 1924 in the Dominican Republic, the U.S.
took over the customs office and impounded half the tax
collections to pay foreign debts (Byrnes, 1966).

Haiti

also experienced U.S. intervention (Salaam, 1979).

In

1915, Woodrow Wilson sent the U.S. Marines to Haiti to pro¬
tect American financial and security interests.'

The

Haitian history of continual default on French and German
bond holdings made Haiti a target of French and German
intervention by mid 1914.

Wilson's belief was that U.S.

intervention could stabilize the political setting in the
Caribbean and could preclude any European moves.
U.S. intervened.

Thus the

But for nineteen subsequent years the

Haitian "rebels" staged a guerrilla war.

The rebellion

was crushed with much loss of life but the country was not
"stabilized" nor helped in any material way.
While U.S. military direct intervention was pro¬
gressing in Haiti, William Jennings Bryan, as Wilson’s
Secretary of State, was attempting to end America's "halfwayhouse imperialism" in Central America (Byrnes, 1966:91).
Bryan set up a consumer credit advisory service and
attempted to intervene in the behalf of Latin American
governments, blocking them.from accepting U.S. loans on
terms of which he did not approve.

Bryan felt obliged to

protect these nations from injustice or exploitation at the
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hands of U.S. businessmen, but the result of these noble
alms was "intervention on a scale never realized by
imperialists Roosevelt or Taft" (Byrnes, 1966:92).

The

legacy of this mixture of high-sounding morals and American
quest for profit is an abiding distrust of American
motives.
RELATIONS SINCE 1929
The economic crash of 1929 demolished much of the
credit which American businesses had extended in Europe,
and the experience caused U.S. businesses to hesitate in
advancing loans to Latin American businesses as well.
But the rise of Adolph Hitler encouraged the U.S. govern¬
ment to extend financial help to Latin American businesses
and governments.

The Export-Import Bank, an institution

set up in 1934, is one example of action taken by the U.S.
Hoping to entice Latin America to enlist the side
opposing Hitler, this bank advanced development loans to
many Latin American governments (Stark, 1961).

This

institution went to great lengths to determine the sound¬
ness of the specific, long-range public works projects
that it supported.

American manufacturers were assured

payment for capital equipment from the borrowed funds, but
the bank insisted that the borrowing country supply the
funds for labor and local materials.
These loans did not always improve economic
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development.

In order to raise funds to finance these

projects, countries were placed under pressure to print
unbacked currency, setting off inflation and raising the
cost of living.

The dams, irrigation projects, and fac¬

tories did not always improve the standard of living for
all sectors of the economy because maintenance of these
projects was quite expensive.

Thus many projects, financed

by inflated currency and borrowed funds, harmed rather than
helped the economies of the recipient country in Latin
America.
At the end of World War II the U.S. had decided to
discontinue development loans and began new efforts to pro¬
vide aid (Stark, 1961).

The first effort at direct

government assistance in the form of foreign aid was the
Greek-Turkish Aid Program in 1947 (Esman and Cheever:
1967).

U.S. policy-makers considered aid and military

assistance as an element of "containment" strategy in the
East-West conflict.

The Rio Pact of 1948 with Latin

America was also designed as a military aid program for
Latin American nations as part of the containment strategy,
for its purpose was to unite the Western Hemisphere against
a possible Soviet invasion (Oliver; interview).

But the

major innovation in 1948 was the Marshall Plan.

There re¬

mains a legacy of ill feelings on the part of many Latin
American citizens at not being included in this aid
program in these post-war years.

16

Keynesian economics taught that huge government
debts, especially war debts, were bad for a country's
economic health.

So the U.S. gave Europe $13.1 billion

with no requirements for repayment (Oliver; interview).
The Marshall Plan was very successful in the economic re¬
covery of Europe, but there was little attention paid to
non-European countries and needs.

Latin American nations

which had stood by the U.S. in World War II were ignored.
AID TO THE THIRD WORLD
The explosion of Russia's atomic bomb, the
Communist victory in China and the invasion of South Korea
shook Americans who had ignored the Third World (Feis;
1961).

The program of foreign aid then was changed to

better serve American diplomacy and plans for inter¬
national relations.

At his inauguration in January, 1949,

Truman outlined "Point Four," a bold program for making
the benefits of scientific advances available to the
lesser developed countries (LDCs) (Stark; 1961).

Truman

then asked Congress for a grant of $45 million for tech¬
nical assistance and capital development (Waterlow; 1974).
The rhetoric which accompanied this aid effort
showed great confidence on the part of Washington policy¬
makers in the ability of the program to achieve its goals.
The hope was that the U.S. and the now-recovering European
allies could win the cold war.

Communism would not be so
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great a threat.

Aid could also be a weapon in the

propaganda war.

The means to accomplish this goal became

military aid.
To a recipient country, national defense may be
necessary expenditure; if the weapons and training are
provided from overseas, funds may be released for economic
and social development in the new country (Clark; 1964).
This idea worked in Europe quite well, for the U.S. aid
helped finance larger military budgets than the allies
would have wished (Kaplan; 1967).

But in the lesser

developed countries, the American defense support had a
different impact.
Most of the non-European countries which received
defense support were ruled by governments in which the
military had an important (if not central) part.

Kaplan

(1967) states that military governments have an instinctive
tendency to suppress internal dissension and to use force
rather than bargain or make reforms.
The U.S. tried to press hard to improve social and
economic conditions in the recipient countries, relying on
the efficacy of economic progress to increase stability.
A better life for a country's citizens decreased conflict
on an international as well as national context.

Yet to

both the U.S. Congress and the recipient nation, it seemed
strange that the U.S. should use military aid to encourage
social and economic development.
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Despite the recognition of these broader social
and economic goals, in the years after Korea the U.S. ex¬
pected the LDCs to support the foreign policy of Communist
containment.

Aid was also used to improve defense

capabilities near the borders of Communist nations (as in
Turkey, Iran and other countries).

The U.S. gained mili¬

tary bases in return for aid and the bulk of aid was re¬
ceived by countries which were threatened by Communist
neighbors (Kaplan; 1967).

Thus Latin America was not the

recipient of much aid before the 1960*s.

This "disregard"

became another example of North American "neglect" of her
"good neighbors to the South."
The success of the Marshall Flan in Europe prompted
the U.S. to feel that military assistance and economic
assistance were "two sides of a single coin that could be
used as containment" (Esman and Cheever; 1967;12).
Eisenhower extended this idea when Communists began to put
pressure on the Middle East, Southeast Asia and Korea.
Latin America : remained a low-priority region.

Before the

events in Cuba in 1959, few American policy-makers worried
seriously about the Communist threat in Latin America
(Mason; 1964:75).

Thus the Cold War made the determination

of what aid, how much aid, and to whom the aid was given.
Hoffman (1962) decried the waste of using aid as a
tactical weapon in the Cold War.

Used only as a system to

build allies, win friends and influence decisions, many
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programs had been hastily conceived, poorly executed
and very wasteful.

The U.S. has made a mistake by not

accepting "development" of a country for the sake of that
country.
President Kennedy was prepared to think in these
terms.

He asked the U.N. to declare a "development decade"

for the LDCs and set a specific goal of 5% growth in
national income.

Congress also answered the development

challenge when in 1961 it set the aims for the Inter¬
national Development Act.

The primary goal was to

strengthen the economies of the underdeveloped, friendly
nations.

But U.S. interests were also well served by

Congress, for the remaining goals were to encourage private
investment capital in these nations, to block "adversaries
of freedom" (containment), and to favor the equilibrium
of the U.S. economy (Waterlow; 1974).

The assistance

granted by this agency was to be in two forms: loans and
"technical assistance" in the form of U.S. advisors.
But Latin America especially benefited from this
new emphasis in the aid program.

To serve the special

relationship between the U.S. and Latin America, Kennedy
inaugurated the Alliance for Progress, a special agency to
funnel aid to Latin America.

This agency was responsible

for the distribution of $20 billion in a ten year period
(Waterlow; 1974).

But this aid was given with the

requirement that recipients "improve and strengthen
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democratic institutions."

As in the past under Presidents

Wilson and Taft, the U.S. was attempting to purchase the
"right" to sit in judgment on the political system of the
recipient nation.
There were those in Congress who were sympathetic
to the shift away from the goals of defense-type aid to
the emphasis on aid for the goals of social development.
Encouragement of political stability in other nations
lay in the U.S. national interest.

A Presidential com¬

mittee headed by Lucius Clay argued that U.S. national
interest lay in keeping Communists out of the LDC , and
that this goal could be attained by making life better for
these citizens.

Yet the committee was divided over how to

support this progress, for many members saw that
acceleration of economic growth or simply adding a few
percentage points to 6NP would not actually help achieve
containment (Kaplan, 1967).

So legislative approval of a

foreign aid appropriation was often obtained by linking
aid to a country with improved relations with that nation.
When these relations deteriorated despite the aid program,
legislators naturally began to suspect the worth of any
aid program.

At the same time there had been a growing

militancy and sense of solidarity within the Third World
nations
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ASSESSMENT OF AID
There may be many motives for U.S. aid donations
to less developed countries, yet these motives themselves
become irrelevant when one attempts to assess a program
of foreign aid as does this research.

The different

views of aid's success may be reflected in the
perspectives of groups which are doing the assessment.
Congress will tend to emphasize the benefits which the
donor receives, for members of Congress will always
remember that foreign aid money could have been spent for
domestic projects.

When the next aid appropriations bill

appears, constituents will remind their representatives
of this fact, especially at times when aid is less popular
in public opinion.

There is a yearly debate in Congress

over the basic issues of aid.

Congress becomes the tar¬

get for suggestions, requests and appeals from constit¬
uents, special interests, and administrative officials
(O'Leary, 1967).

The Congressman is an interested observer

who must reconcile his beliefs with multiple parochial
demands.

He must also balance the effect of foreign aid

decisions on the sharing of power with the executive
branch, staying alert to the never-ending constitutional
tug-of-war with the executive branch.
It is the President and his advisors who have
historically taken the initiative on foreign aid (O'Leary,
1967).

The planning and execution of a successful aid
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program demands technical knowledge about the political,
social and economic conditions in the many countries
which receive U.S. aid.
The executive branch believes that it has a
different view from the one observed by Congress.

The

executive agencies most closely associated with the
recipient nations are familiar with the pressing social
and economic needs of peoples in the Third World and thus
feel they are more sensitive to the recipient's benefits.
No matter how noble the goals envisioned by developers
of aid programs, the money for these projects must still
be approved by Congress, and the growing sense of
skepticism about the effectiveness of the American aid
program prompts the assessment about the specific aims of
the aid program.

There are three basic goals and objectives

which have been advanced in support of the U.S. foreign
aid program.

These goals include the use of foreign aid

to promote:
1. The containment of Communism,
2. The development of stronger social and
political institutions in Third World
nations, and
3. The development of stronger economies
in Third World countries.
The U.S. aid program can be judged in terms of these goals.
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ECONOMIC DEVELOPMENT
There is believed to be a strong link between
economic growth and political stability.

This stability

is believed in turn to foster the growth of democratic
values.

The spread of democracy will inhibit the spread

of Communism and thus increase the opportunities for
peace (Kaplan, 1970).

Therefore, the goal of economic

development in any country is in the national interest of
the Ü.S. Foreign aid appropriations have often been
supported in Congress with this logic.
In stating this hypothesized link between aid and
progress

and between progress and democracy, policy¬

makers exhibit a strong faith in the efficacy of aid to
bring about progress, peace and prosperity.

There is al¬

most an air of mythology about the wonderful ability of
American ideas and ideals, as well as specific plans and
projects to transform the Third World nations.

Contrary

facts and thoughtful criticism seem to leave believers
undaunted: the myth seems to prevail.

Why do policy¬

makers believe that economics hold the key to world peace?
The economic argument is supported by the success
of the Marshall Plan in Europe (Kaplan, 1967).

Policy¬

makers are proud of this great success, and in the early
days of the foreign aid program believed that aid could
produce the same economic progress and democratic values
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in non-European nations as well.
Banfield (1961) summarized the ideas which compose
this "myth."

The term myth does not imply that these

assumptions are false or untrue.

Rather than a value

judgment, the term simply refers to a set of background
assumptions which are not questioned.

These assumptions

serve as support for the efficacy of aid.

Banfield (1961)

outlined how aid may bring about improvements in a
recipient nation.

The key lies in aid's effect in

raising per capita income for the masses of people in
Third World nations.

If average income can be significant¬

ly increased, there will be a profound change in the out¬
look of the masses of the people.

This new perspective

will serve U.S. interests by energizing the society and
aiding political self-determination by a nation's citizens.
They will naturally develop democratic values and will
value self-government above dictatorships.

The major

objective of aid must be to produce accelerate^ economic
growth combined with higher levels of consumption for all
the population (Clark, 1964).
Rosecrance (1973) was rather more hesitant about
this hoped-for link between foreign aid and economic impact.
He noted that aid has had virtually no effect on the
international distribution of wealth.

Thus U.S. aid will

not close the economic gap among the world's nations.
Rosecrance still believed that in the long run, the

Yet,
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greatest effect of aid is on domestic stability in the
recipient nation.

He too believed that economic progress

within a nation will have a benign influence in the Third
World society.
But Hans Morgenthau (1962) also noted that there
are many uses for aid funds besides projects that foster
economic progress.

First, aid donations which fall under

the broad heading of "development funds" may be used for
projects which do nothing to advance development, but
serve as window dressing or ammunition in a prestige war.
Paddock (1973) related that many rural electrification
projects in Central America sent power to villages in
which all motors were inoperable, for parts were not
available for their repair.

Second, Morgenthau asked who

was to administer the aid funds.

The governing elite of

a country obviously profit from the status quo, and
sincere efforts to promote certain aid projects are not
in the best interests of these elite.
The aid programs which worked such wonders in Europe
in the 1940’s have not succeeded in the Third World in
thé 1950's for many reasons.
"myth" of aid's efficacy.

This failure contradicts the

Nor in the 1960's or 1970's

have aid programs had much success.

The goal of economic

development, the hoped-for key to increased stability
and a better way of life, has not been met.

Aid programs

which seemed so promising are now threatened with a "crisis

26

of will in donor countries" (Lipton, 1977:14).

The

failure of the aid program is that since 1945, economic
growth and increases in economic development have done
little to raise the living standards of the world's poorest
people.

Donors of aid have been motivated by foreign

policy concerns for the stability of the recipient govern¬
ments.

But the poorest peasants, living as they do by

agriculture without the benefit of fertilizers, irrigation
or in some cases iron tools, have been left out of the
planning for aid donations.

Paddock (1973) decried the

lack of serious long-term agricultural programs in
Central America and the short life of many attempts at
plant research and crop improvement.

Aid programs have an

urban bias: they encourage industrial development which
produces higher incomes in the urban sector.

This sector

already has a more equal distribution of income than the
rural sector, where the population may be poorly fed and
in poor health (Paddock, 1973) so that the farmers cannot
work efficiently with the tools they have.

Any policy

which concentrates on raising income in the urban sector
will worsen inequality in two ways: it will transfer money
from the poor to the rich and also from the poorest sector
to the richest.as industrial development dèemphasizes the
pressing need for agricultural improvement in these poor
countries.

The rural poor in Latin America live on an

annual income of $70 or less each year.
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One of the goals of aid programs which to attempt
to reach these poor is to improve health and sanitation.
Over the years, this goal has had some spectacular success.
First, doctors and public health officials have the
knowledge and technology to accomplish this goal.

Second,

conditions are so primitive in some areas that even the
simplest medicines and changes in sanitation have immediate
results.

For example, before 1946, 80% of the population

of Haiti suffered from yaws, a disease controlled by sani¬
tation and penicillin (Fagg, 1965).

The U.S. and the U.N.

sent a mission to Haiti to eliminate yaws and treated two
million citizens.

The disease practically disappeared.

The mission also attacked other diseases and greatly re¬
duced the death rate.

But the immediate result of this

success was that the population expanded so fast that
medical supplies and food resources could not keep pace.
Many researchers have commented on the population
explosion in Latin America and other Third World regions
(Galeano, 1973; Alba, 1965; Paddock, 1973; Lipton, 1977).
The immediate impact of health improvement fostered by
economic aid from the U.S., U.N., and other agencies,
which is aimed at improving the life of people in the
poorest sectors of the economy, has the unfortunate effect
of increasing the number of people living on the edge of
subsistence.

The ever-expanding population discourages

planners, who believe that the standards of living can
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never be raised without limiting population growth.
Not only is the concept of birth control against the pre¬
dominant religion in Latin America, there is no cultural
support for the idea of family planning in this region.
The exploding population and the emergence of modern
sectors in these societies have brought the poverty of the
countryside into the cities, where the discontent of the
unemployed and the underemployed contributes to political
instability.

This discontent is more readily mobilized in

the urban setting.

This belief was expressed in

Congressional hearings (Committee on International Re¬
lations, 1979).

Policy-makers are faced with the primary

dilemma of aid given to increase economic stability: every
effort seems to eventually decrease stability instead of
enhance it.
In contradiction to the belief that economic
progress leads to stability, there has often been expressed
the firm conviction that economic progress is inherently
destablizing.
In 1962, Morgenthau.predicted that economic aid,
especially if used to further industrialization, would
undermine the social fabric of a nation.

As an urban,

industrialized proletariat grows and begins to hope for a
better life, the structures of family, village and tribe
fall away and are replaced not by other ties, but by
social unrest and political agitation.
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It is not the downtrodden peoples living in
a static world of unrelenting misery who are
the likely protagonists of revolution, but
rather those groups which have begun to rise
on the social and economic scale and [have]
not enough to satisfy their aroused expecta¬
tions. Thus economic development is bound to
disturb not only the economic status quo but
through it the political status quo as well.
(Morgenthau, 1962:306)
Lodge (1969) said that the introduction of seemingly
innocuous economic or technological change often requires
profound, permanent and radical alteration of the exist¬
ing system.

Feis (1964) pointed out that this rapid

change gives Communist agitators and organizers just the
opportunity they need to gain control of the government.
Kaplan (1970) stated that the presence of a dominant
landholding class which is opposed to rapid social and
economic change makes revolution a necessary precondition
for modernization.

If these statements are true, then

the United States is in the position of having to support
repression at the expense of progress, for the alternative
to repressive government is domestic conflict and the
possibility of increased Communist influence.

Lodge (1969)

pointed out the difficult position the U.S. is in: while
contributing aid to encourage economic progress for all
the population, it must then support the very groups
committed to the existing situation of inequality.

These

comments contradict the belief supported by Banfield, Clark
and Rosecrance, whose opinions remain sharply divided over
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aid's effect on political stability.
Packenham (1973) faced this dilemma and explained
how an American liberal tradition influenced the beliefs
of policy-makers in the efficacy of economic progress.
One of the doctrines of aid was that economic development
led to political development.

This development, viewed

in the light of the American liberal tradition, would be
reflected in increased political stability, democracy,
world community and peace.

The tradition further

associated change and development with easy, peaceful
evolution.

Revolutions, especially for radical ends,

were to be avoided.

The American tradition had a very

narrow definition of what was not radical and changes viewed
as acceptable in foreign eyes would be viewed as extreme—
thus bad—by American observers.
In summary, economic development, as a goal for
American foreign aid, may then have been doomed from the
start.

Not only was there little connection between

economic development and political stability (as policy¬
makers believed), this economic development could only be
achieved by aiding the industrial sector (thereby increas¬
ing income inequality, a possible spur to social unrest)
and only in very narrow ways acceptable to American
standards.

Thus even if aid were effective in significant¬

ly increasing economic growth, this growth could be de¬
stabilizing .
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SOCIAL DEVELOPMENT
The second goal for U.S. foreign aid was to pro¬
mote stronger social and political institutions in Third
World nations.

Covey Oliver (in an interview with the

author) stated his belief that a better focus for non¬
military aid would be on social development and insti¬
tutional development rather than toward economic goals.
This was the original aim of the Alliance for Progress
and represented a much more direct step toward development
of democratic values.

While the economic progress was

expected to lead indirectly to development of democracy,
the Kennedy administration wanted to take direct steps in
this direction.

But these social goals were soon replaced

by the old economic aspirations, for when the agency was
only eighteen months old, Oliver says that the economists
took over and "dehumanized" the agency.

The economists had

a "science" and hard indicators (such as flows of foreign
exchange) while those who believed in the efficacy of
institutional and social development lacked any "science"
or measure which could demonstrate short-term success.

The

simple fact is that we do not know how to foster social
development in a Latin American nation nor measure its
progress.

Even today, the World Bank has touble justifying

loans for "soft" areas like education and health, for how
can accounting criteria assess the value of a loan to
advance primary education in a country with chronic
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underemployment?

The loan value cannot be assessed in

dollar figures.
Packenham (1973) confirmed Oliver's assessment that
the social aims of the Allianee for Progress lived and
died with John Kennedy.

Again, Packenham placed the blame

on fallacies within the American liberal tradition.

The

major aim of this emphasis on social development was to
foster development in the pattern of American democracy.
The progress that the Alliance wanted was to be achieved
peacefully and through minor changes in the social status
quo.

These goals may be impossible to achieve in the

short term.

Some of the goals of the Alliance included the

alleviation of the most glaring inadequacies in diet,
housing and health, the.improvement and broadening of land
ownership, and the provision of opportunities for all
peoples through land and tax reform (Horowitz, 1970).

Alba

(1965) credited the Kennedy administration with breaking
the taboo that protected the oligarchy in Latin America.
This group of elites consists of great landholders,
political and military leaders, and financial leaders, the
bankers and owners of capital.

Few dared to talk about

the oligarchy before this, or about agrarian reform in
the energetic terms employed by Kennedy and his colleagues
of the Alliance.

But Also also reported that the financial

oligarchy had become adaptable enough to gain control of
economic development and industrialization.

So when a

33

policy of agrarian reform was launched, the oligarchy was
successful in taking over by financing the effort, and
thus was able to merely substitute one large landholder
for another.

This substitution contradicted the goal of

land reform advocated by the Alliance.

Yet Horowitz (1970)

pointed out that the U.S., working with the urban
bourgeoisie, could hardly expect these officials to press
for land reform when they were closely tied to the large
land owners.

Another contradiction with the social aims

of the Alliance was that much of the land which needed to
be "reformed" was owned by U.S. businesses operating in
Latin America.

Congress, with a view to representing the

needs of its business constituency, passed the Hickenlooper
amendment in 1962.

This law forced an automatic cut-off

of American aid funds if any country seized an American
investment without adequate and effective compensation
(Kaplan, 1967).
In 1952, Guatemala had made a serious attempt to
institute land reform.

The United Fruit Company, a U.S.

corporation, held large portions of unused land in the
country.

A Communist-supported government under Arbenz

seized 225,000 acres of United Fruit Company lands and
paid for them in non-negotiable government bonds.
was, of course, unacceptable to United Fruit.

This

According

to Horowitz, "the dispute was settled after the U.S.
engineered a coup d'etat that toppled the reform-minded
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regime; the junta which succeeded it immediately returned
the land to United Fruit" (p. 47).

The Hickenlooper

Amendment in the days of the Alliance's press for land
reform signalled to foreign governments that reform of
land owned by U.S. firms had best go very slowly.

There

were major conflicts over goals in the American govern¬
ment.

The executive branch emphasis on land reform was in

conflict with Congressional protection of business
interests.
Another social aim of the Alliance, the promotion
of tax reform, was in conflict with another long-celebrated
democratic value, the promotion of private enterprise.
It is not possible to raise taxes without affecting
entrepreneurship and business expansion.

Another compli¬

cation is that there is much tax evasion in Latin
America (Beaulac, 1970).

It has been charged that the only

individuals and businesses which fully report earnings and
pay taxes fairly are foreign citizens and foreign firms.
Yet the need for tax reform is indeed great, for
the substantial immunity from taxation and
low wages to agricultural workers and domestic
servants has enabled the wealthy, including
some who clamor for more American aid to
their countries, to enjoy 'gracious living' to
a degree no longer possible in the more
advanced countries.
(Beaulac, 1970:42)
But just as in the case of land reform, the officials who
would implement "just" taxation are those who benefit from
the present situation.
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Thus the social aims of the Alliance for Progress
and other aid programs that stressed social reform and
the active promotion of democratic ideals may have been
grand and noble, but these aims were in conflict with other
values and were in some cases self-contradictory.

Horowitz

(1970) believed that while the Alliance was formulated for
the purpose of heading off a social revolution in Latin
America, the aim was not so much to replace a revolution as
to protect the basic property structure and the stake of
American capital in the region.
CONTAINMENT OF COMMUNISM
The third goal advanced by U.S. officials in the
promotion of foreign aid stressed its place in the overall
Containment policy.

Aid was not to be used so much for the

achievement of economic development and resulting political
benefits alone, but as an instrument of U.S. security in
a narrower sense*

All types of aid may have to be

offered to a country for the purpose of: halting Communist
aggression.

There are many arguments supporting economic

aid as a means to stop Communism.

The case for aid does

not rest entirely upon motives of charity or pity for the
world's poor, but also stems from specific, strategic
considerations for U.S. security (Clark, 1966).

The belief

has often been expressed that Communism thrives on
"povertyi disease, undernourishment and squalor" (Stark,

1961;381).

If these conditions are relieved, the

prescription is successful and Communism is no longer a
threat.

But as was stated above, economic progress is

no sure road to stability and democracy, for economic
progress forces changes in patterns of living and alters
previously stable relationships.

In addition, is progress

is slowed, halted or reversed, aroused expectations are in¬
jured and citizens* demands increase.

The political systems

of many developing countries are under very much stress in
times of economic downturns and may be unable to effective¬
ly deal with citizen demands.

American aid is justified

as necessary to shore up government failures and to protect
the people of the country from disorder and suffering
(Ferkiss, 1965).

No matter how much policy-makers hope

that economic and business-oriented technical assistance
will promote world peace, U.S. foreign aid has always en¬
hanced the war-making capabilities of allied nations.

This

is, of course, all done in the name of "defense," and to
serve the purpose of U.S. security.

Economic strength also

helps an area to maintain military strength.

Therefore,

one should not narrowly define the Containment goal as
being influential in promoting only military aid.

Economic

assistance had a large role in Containment policy.
Military assistance is usually the first type of
aid a country receives, primarily begun to help a country
resist aggressive Communism.

Proponents of aid's place in
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containment policy point out that economic development in
and of itself may help support a free political order.
Thus economic aid is frequently the second type of U.S.
foreign aid to reach a country.

The increasing levels of

all types of aid to Latin America seems to be a reaction to
the threat of the spread of Communism in this region of the
world.

This approach to aid funding sanctioned the support

of any regime which could maintain political stability and
resist Communism.

Containment was the primary emphasis

in the years after World War II and is reflected in the
fact that much of U.S. foreign aid is-given for military
support.

The need for strong military allies has always

been high on the priority lists of U.S. policy-makers.
The motivation in using aid as a weapon against
Communism is not a desire to lead an "ideological crusade"
(Ferkiss, 1965).

Aid was used to prevent a situation in

which a growing and increasingly united Communist bloc
threatened world peace and U.S. security.

Economic and

military aid which was directed at helping a nation move
away from such a bloc became useful to U.S. security in¬
terests.

Thus at times the U.S. was forced to grant aid to

governments which were shown to be corrupt or oppressive
(Feis, 1964).

To some observers, this indicated that the

U.S. has roamed in too many directions in its quest of
military and political allies.

Yet given the anti-Communist

perspective of the 1960's, the purposes of aid were better
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served by governments that were relatively strong.

In some

cases the U.S. government supported dictatorial governments
because the preceding democratic one could not make needed
reforms or carry out its duties (Feis, 1964).

In other

cases, the direct threat of Communism forced the U.S. to
support a dictatorship as the lesser of two evils.

While

it is possible for a dictatorship to be honest, capable
and public spirited, Americans idealistically consider these
to be traits of democracy only.

U.S. public opinion usually

labels all dictatorships "bad."

But critics point out that

when the U.S. justifies resistance to Communism in the name
of democracy

and then supports dictatorial and other un¬

democratic regimes, it is being hypocritical and selfdefeating (Ferkiss, 1965).
If our aid helps a landed oligarchy maintain
itself in power, or enables a bureaucracy to
inhibit the growth of the private sector of
the economy which might provide a base for
meaningful political opposition, we have done
the joint cause of freedom and justice, which
is our own cause, a disservice.
(p. 19)
Fackenham (1973) believed that this third purpose
of aid, containment of Communism, has been the most
successfully met.

But the relative success of aid in this

direction does not alter the charges of critics who oppose
some aspects of the U.S. aid program.
Alba (1965), in his attack on the oligarchies of
Latin America, charged that U.S. aid has helped these groups
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to maintain power in these countries.

These oligarchies

and the U.S. have one thing in common: both fear a genuine
Communist revolution.

But Alba credits the oligarchy with

the belief that the Communists are not actually trying to
seize power but only to create problems for the U.S.

Alba

further charges the oligarchs with paying or subsidizing
revolutionaries.

Revolutionary leaders can be encouraged

to adopt pro-Soviet positions on foreign policy matters,
for this tactic places increased pressure on the United
States and causes an increase in future aid.

Alba believes

that in this way foreign aid has the effect of increasing
corruption and financing the buying-off+of revolutionary
leaders.

The oligarchs raise fears of Communist take¬

overs in order to force the U.S. to support their govern¬
ments .
These elite are anti-Communist in the sense that
they do not want to be replaced by any revolutionary force.
By corruption and maneuvers as described above, the elite
believe that they can control the Communists.

When there

are any dangerous gains in Communist strength, the oligarchs
resort to a dictatorship and eliminate democratic insti¬
tutions to halt Communist progress.

Even so, Alba charged

that "all the Latin American dictatorships of the last
thirty years have relied on the cooperation of local
Communits" (Alba, 1965:67).

The Communist threat became

useful to a dictator in two ways.

It allowed him to claim
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that the presence of Communist parties or groups proved
that there is no political persecution.

At the same time,

these groups became an instrument with which to pry more
foreign aid from Washington.

Since foreign aid is directed

at the elimination of Communist threats, these tactics
may have had an influence in the aid program to the
Caribbean and Central America.
Alba's evaluation with regard to aid is supported
by several sources.

Kaplan (1967) reports the words of Che

Guevara at the Punta del Este Conference in Uruguay in
August, 1961.

This delegate from Cuba was very proud of

his country's contribution to the welfare of Latin America,
for the threat of other Communist revolutions made the U.S.
quite generous and resulted in a much expanded aid program.
Beaulac (1970) explained that what Che Guevara claimed was
basically true.

"Castroism" was like an infectious

disease which threatened to spread to other Latin American
nations^

The U.S. had to exercise great care in handling

this problem.

Any direct action against Castro could back¬

fire, for many people in Latin America suffered from the
same ills that Castro said he would cure.

So Washington

policy-makers hoped that U.S. aid could fuel an economic
boom and the resulting prosperity could help leaders in
Latin America maintain their power.
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CONCLUSION
These then are the three rationales which have been
most often advanced in support of U.S. aid.

The first,

economic progress both as a value for itself and also as an
indirect path to stability and democracy, has not had much
success, according to these authors.

Aid may not have been

always channeled in the best direction to produce economic
progress and further, the effect of any real economic
progress may have tended to decrease stability rather than
increase it.

The second goal of aid had multiple plans for

social improvement, but was neither pursued long enough nor
developed enough to clarify several obvious internal value
conflicts.

The third goal, containment, probably has been

met with more success.

But this success has not been

gained without incurring several costs.

These include the

support of undemocratic regimes and the resulting moral
dilemma, and the support of other elements within a nation
which are dedicated to their own ends—ends of which
neither U.S. policy-makers nor the U.S. public would approve.
THE PERSPECTIVE OF POLICY¬
MAKERS
Why are policy-makers met with such perplexity in
setting priorities and planning for growth in Latin
America?

Why are these plans frequently met with such

frustrating failure?

Suzanne Bodenheimer, in her monograph,
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"The Ideology of Developmentalism" (1971), says that policy¬
makers and academic observers both view events in Latin
America from the perspective of a certain set of beliefs
which she terms a paradigm-surrogate.

This substitute for

a paradigm becomes an ideology which serves as a body of
ideas reflecting the relevant ideals in American political
life.

The origin of these ideals is in specific social

relationships and these are maintained by sets of rewards
both in political and academic life.

By adapting this

Marxist argument, Bodenheimer links the interests of
academic and Washington observers to the maintenance of
this ideology.

It is this primary set of explanations

which colors all observations.

Thus is the existing inter¬

national system tied into the predominant interests of both
Washington and the academic community.
The paradigm-surrogate contains four elements.

The

first element, the cumulative element, urges acceptance of
the belief that development and modernization proceed in a
continuous, linear manner.

Progress is irreversible and

has no room for any alternate path to modernity.

The history

of the nineteenth century presents the pattern for develop¬
ment.

By applying this pattern to plans for Latin American

development, policy-makers overlook the fact that the
present international environment is unlike that of the
1800s.

The domination of the developed nations in the

international system removes many of the previous
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opportunities for colonies, export markets, and other
devices that promoted the growth and expansion of Western
Europe and the United States.

Bodenheimer stresses that

the cumulative view of development leaves little room for
the acceptance of the possibility that Latin America may
be experiencing a qualitatively different type of develop¬
ment (p. 15).
The second element of the ideology of development
is a stress on the importance of stability.

Many observers

believe the main hindrance to development in Latin America
is instability.

This does not mean that change is viewed

as bad, but policy-makers always emphasize that change,
while a high priority item, must be nondisruptive and
orderly.

This perspective is frequently expressed by

academics and Washington policy-makers.
found in many places.

Examples can be

Bodenheimer points out that the

special Latin American problem may not be instability,
but stagnation: the lack of any substantial change.

Such

stability is a block to progress.
The third element Bodenheimer calls the "end of
ideology."

This believe causes criticism of the con¬

tinuing ideological conflict in Latin America and
prescribes plurality and interest group liberalism as a
replacement for ideological conflict.

Bodenheimer points

to the Alliance for Progress as the ultimate expression of
this ideal of interest group politics.

The Alliance
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projected a vision in which the landed, commercial and
industrial elite would become agents of change in the
name of enlightened self-interest.

The major problem is

of course that these established groups in Latin America
do not represent all interests of the society.

U.S.

policy-makers also fail to recognize the fact that
pluralism is just as much an ideology as Marxism.

The

stress on the end of ideology is in reality a plea for
acceptance of another ideology, not a plea for the
elimination of all ideology.
The fourth element of the ideology of development
is the notion of diffusion of ideas from the modern to the
traditional sectors and from the developed to the develop¬
ing nations.

This perspective divides both the world and

individual societies into two camps, one of which is
modern, industrialized and developed, the other
characterized as backward, traditional and underdeveloped.
The two parts are seen as separate and unconnected.

But

this view ignores the fact that both sides in this
dichotomy are parts of a functioning whole.

The ideal

points to the need for capital and technology in the
developing nations.

The stress is upon needed flows into

this region of the world.

But just as the ideal does not

depict the functional relationship between modern and
traditional sectors on the level of individual societies,
the ideal fails to recognize the fact that there is a net
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outflow of capital from Latin America and that foreign
capital inputs have a negative correlation with growth
rates (p. 25).

The diffusion of technology comes into

Latin America mainly through sectors dominated by foreign
business and results in a decrease in employment and other
measures of economic progress.

The net result of

diffusions from developed nations causes Latin America to
be more dependent upon foreign technology.
These four elements comprise the ideology of
development as described by Bodenheimer.

Taken in total,

this ideology "seems less a projection of the American
experience than of the predominant American myths" (p. 33).
Rooted in the political economy of mid-twentieth-centuryAmerica, this ideology expresses the interests of the
American social order, justifies the domination of Latin
America, and masks this domination by elevating this
particular ideology to the level of universal truth.

After

leveling this attack on the predominant American
perspective of development and international relationships,
Bodenheimer turns to the Dependency Model

an alternative

perspective of development which has grown from the work
of many scholars.
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THE DEPENDENCY MODEL
There were several authors whose publications
serve as building blocks in the development of this new
economic and political model.

This model serves to ex¬

plain the place of Latin America and much of the Third
World in the present international system.
Girvian (1973) explains how this model of
dependencia developed among Latin American and Caribbean
scholars.

Basically the argument grew out of a failure

of the classic economic models.

The old theories could

explain events and predict outcomes of events that
occurred in the histories of the developed nations.

But

these explanatory models all assumed a closed economy,
and thus obscured the role of international ties and re¬
lationships.

Events within the developed nation can thus

be explained by the old model, but attention is diverted
from the international repercussions of events within the
DCs.

The LDC is unprotected from economic shocks which

events in the DC can produce.
Another failure of the old economic models is
reliance on the theory of the firm which is based on
notions of small, competitive businesses.

But colonial

plantations and latifundia (large agricultural estates)
which grew agricultural products for export and imported
basic foodstuffs, and the modern multinational corporations
are beyond the scope of the older models.

Large firms
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often can set the levels of costs in factor and commodity
markets.

The older economic models did not recognize

the lack of parity in international power relationships
and did not show the unequal effects of trade on par¬
ticipating countries.
Events in the twentieth century have placed great
stress on countries in less developed regions.

The de¬

pression of the 1930’s suddenly cut off external markets
for Latin American agricultural and mineral products.
These exports had been the basis of the Latin American
economy.

With no market for exports, foreign exchange

earnings fell rapidly, thus forcing a cut in imports.
Demand for these products continued, however, and local
manufacturers began to produce the goods formerly im¬
ported.

Several countries saw rapid growth in manu¬

facturing industries for internal markets.
When World War II broke out, the export of agri¬
cultural and mineral products resumed its place in
generating foreign exchange.

But the industrialized coun¬

tries, geared as they were for war production, no
longer supplied the manufactured goods previously imported.
Local manufactures continued to supply goods for local
markets and there was further increase in many manufactur¬
ing and other industries in Latin America.

In the

meantime, supplies of foreign exchange continued to build.
But when World War II ended, the developed
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nations switched production from war supplies to con¬
sumer goods.

The citizens of Latin America, denied luxury-

goods for many years and possessing a large supply of
foreign exchange, imported as never before.

Local

manufacturers soon felt the competition from imports and
begged for protection.

The consequences of this series of

events were widespread in Latin America.
Girvan (1973) points out that there were several
authors whose publications served as building blocks in the
development of a new economic model.

This model attempts

to explain this series of events mentioned above.

The

first publication was by Prebisch, The Economic Development
of Latin America and its Principal Problems (1950).
Prebisch developed a model in which primary producers
occupied the relatively poor and powerless periphery.
The industrialized countries constituted the center,
toward which all power and capital flowed.
Another author, W. Arthur Lewis, published an
article in the Caribbean Economic Review in 1950.

Because

of an unfavorable land/population endowment in the
Caribbean, agriculture alone could not support the people.
The government should take action to encourage industry,
even invite foreign industry into the country.

This

would only be an extension of the lesson the governments
learned after 1929: laissez-faire economics no longer
worked.
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Both these authors called Latin America and the
Caribbean "dependent" regions.

Along with several West

Indian scholars, they pointed out that modern life required
capital, markets, supplies and equipment.

Only the

developed nations could supply them, along with the
technical expertise and necessary banking and financial
services.

The hope for the improvement of all these

deficiencies lay in the Increased industrial development,
brought about by heavy foreign investment and assistance.
Bath and James (1976) pointed out that among the
authors who write on dependency theory (called dependentistas) there has developed a consensus on four main
points.

These points show that:
1) The present state of underdevelopment is

linked to the expansion of capitalism;
2) Development and underdevelopment are part
of one system;
3) Underdevelopment is not a precapitalist
state;
4) Underdevelopment is not only a condition
imposed from outside a nation but is supported by social
classes within the nation as well.
According to dependencia theory, the dual process
of development and underdevelopment began before the
industrial revolution with the conquest and settlement of
the New World, , and links the international, evolution of
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capitalism to the process of development.

Sunkel (1972)

described the process of development as discriminatory,
for access to the means and benefits of development is
selective.

The process of development "tends to ensure

a self-reinforcing accumulation of privilege for special
groups" (p. 519).
Spain began the process in the sixteenth century
by appropriating all precious metals in the New World
and enslaving the Indians to work in the mines.

American

gold and silver provided Spain with vastly expanded public
funds.

France, Britain and other European countries

continued the penetration of the New World economies by
encouraging and funding huge plantations in the new lands.
Sunkel (1972) points out that during the Industrial
Revolution in Europe, Latin America became the supplier of
raw materials and food, and this in turn produced a new
elite in the Latin American countries.

This is but one

of many examples of how a change within the developed
nations (need for food imports) can have a major influence
on the social and economic life of a lesser developed
country.
The second point of agreement among dependency
theorists is the role of development and underdevelopment
in the evolution of a single system (Bath and James, 1976).
Through the evolution of capitalism, one of the character¬
istics of the international economy is the penetration
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of the underdeveloped economy by the economies of the
developed centers (Sunkel, 1973).
When the European nations began expanding through
mercantilism and through the development of capitalism,
there evolved constellations of developed centers, or
métropoles, and underdeveloped satellites.

All parts of

this system were connected from the center of Europe to
the farthest part of the Latin American countryside.
In Frank's view, the dominance of the major
métropoles limits the economic development in even the
more prosperous satellites (1972a).

The growth of these

satellites is constantly conditioned by relations of
economic dependence upon the centers.
Through much of history the LDC s have been linked
economically to the industrial centers.

Sunkel (1973)

believed that these external links are the most important
ones which shape the structure of the Latin American
economic system.
Latin America's development as a satellite of
Europe, and later the United States, was not autonomous
to the region, nor was it self-generating or self-perpetuat¬
ing (Frank, 1972a).

The rapid development which parts of

Latin America experienced in the twentieth century
occurred during World War 1, the Depression, and World
War II when economic links were broken.

The deliberate

policy of import substitution was. implemented after
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economic ties were reestablished, thus dooming the
venture of import substitution to further development
of Latin America's satellite status, in Frank's view.
He believed that when the métropole reestablished its
economic link with the satellite, the riches were choked
off or channeled into different directions.

Growth was

no longer self-perpetuating or promising even if the
hinterland struggled (Frank, 1970:11-12).
Bath and James (1976) list as the third point of
agreement among dependency authors the belief that under¬
development is not a precapitalist state.

Frank stresses

that no country was ever in a state of underdevelopment,
though it may not have been developed.
In a later article,* Sunkel (1973) dispels the myth
that the lesser developed countries are simply experiencing
the same labor pains that Europe went through as many as
two hundred years ago.

The situation now described as

"underdeveloped" is not simply an early stage of growth
toward "development."

Self-maintaining industrial growth,

economic stability,, increased standards of living and
stable political regimes are all viewed as signs of a
country's development.

But there is no reason to believe,

according to Sunkel, that the present dilemma of the LDC s
—political instability, economic insecurity and
marginalization (the increasing gap between the wealthy
and the poor)—will sooner or later give way to the "good
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life" experienced by citizens of the developed countries.
The final point of agreement among dependentistas
is on the internal effects of dependency (Bath and James,
1976).

Frank (1972b) stressed that dependency is not a

purely external development, it is also an internal,
integral part of Latin American society, not some foreign
element that can be expelled or deported.

The under¬

development of a dependent region is a product of bourgeois
policy.

This class responds to its own interest and

class structure.

When the theorist looks at dependency

in terms of class interest, the definition of dependency
is expanded to include oppression, alienation and racism.
All these facets of dependency are reinforced internally
as well as externally.
Tracing the historical development of dependency
as an internal force, Frank (1972b) and Fertido (1965)
list three historical periods through which dependency
developed.
America.

These commenced with the conquest of Latin
In this first period, this region was placed in

subjugation and economic dependence as it was brought into
a single world system of expanding commercial capitalism.
The native Indians (in Central America and other parts
where the populations survived) were drafted for labor
(Woodward, 1976).

Systems of encomiendo and repartimierito

placed the native populations in a system of serfdom and
provided no guarantees of protection from exploitation.
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The greater the wealth of the land In human and natural
resources, the more that was drained from it and the
poorer the region is today.

Capital went into mining,

agriculture and commercial export activities.

The

colonizers took native land and resources to develop an
export economy while degrading and destroying the native
economy.
The second period began when the relationships
with the local métropoles (larger cities with many com¬
mercial ties) began to transform the Latin American
colonial society.

The new aristocracy based on agri¬

cultural exports replaced the European-born bureaucracy
in the social hierarchy.

This period became a time of

externally oriented development as the industrial revo¬
lution got the region of Latin America back into the
international economy as a supplier of primary products
(Furtado, 1971).

On the plantations wages remained very

low because of the abundance of unskilled workers.

Thus

the potential for expansion of agricultural estates was
very great in this labor intensive endeavor.
Woodward writing on Central America, shows how the
government had by this time virtually enslaved the
Indians.

The government provided laws which protected the

employers, not the workers... The rural populations were
worked ruthlessly and were provided with few benefits.
"The people were virtual slaves to a system which
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worshipped material progress for a selected few" (p. 174).
Work weeks were six days long, and lasted ten to twelve
hours a day.

If the workers tried to strike, they were

suppressed by armed troops*

If planters needed more land

to expand their plantations, they were given Indian land.
European investors became more and more involved, until by
the early twentieth century it was evident at least in
Central America, that the oligarchies of Central America
had turned over control of their countries in large measure
to foreign planters, merchants and financiers.
The third historical period described by Frank
(1972b) and Furtado (1971) began with the financial crash
of 1929.

Cut off from foreign sources of manufactured

goods, local industry was allowed a chance to grow.

But

the internal effects of the new growth of industrialization
in these countries was in the labor absorptive capacity of
this industry.

The state supported the growth of capital

intensive industry which tended to further concentrate
wealth in these societies.
Sunkel (1973) also traced the growth of this
internal polarization as one effect of industrialization.
The phenomenon of marginalization is widespread in Latin
American countries: an exploding population lives on the
ragged edge of survival.

While the demand for skilled

workers has increased very rapidly, the demand and wage
level for unskilled workers has plummeted.

The educational
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systems have not supplied.enough skilled workers, so
those lucky few with the right skills have seen a rapid
increase in salaries and wages.

In addition, the change

in the business scene with the growth of a few large firms
and the disappearance of many smaller ones has decreased
the opportunities tot employment of low-skilled workers.
This is the economic cause of marginalization.

Sunkel also

pointed out that there are various forms of racial, social
and cultural discrimination which have become serious
obstacles to upward social mobility.

Over the long term,

this discrimination accentuates the marginality of certain
groups.
Sunkel (1973) described the dichotomy between
(a) advanced and modern groups, regions and activities,
and (b) the backward, primitive, marginal and dependent
groups, regions and activities.

Advanced, modern groups

of Latin America derive their high incomes from
association with developed structures and from internal
exploitation of the mass of the population (p. 23).

The

advanced groups are more integrated with the global,
developed structures than with the poor populations of
their own countries.

Galeano (1973) charged that at the

top of the Latin American social pyramid the amount of
wealth shared by the highest six million is the same
amount shared by the remaining one hundred forty million.
Nor is this wealth used productively, for it is
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squandered in sterile ostentation and luxury,
and in unproductive investments constituting
no less than one half the total investments.
[This is] the capital that Latin America could
devote to the replacement, extension and
generation of job-creating means of production.
(p. 13)
Furtado (1971) also blamed upper income groups for
perpetuating dependence.

To him, the central mechanism of

underdevelopment lies in the fact that middle and upper
income groups define development as the progressive
acquisition of the same consumption patterns that are
dominant in the developed countries.

While in the 1930's

these goods were imported, they are now manufactured
locally with imported materials.

Yet the capital-intensive

manufacture of these goods only further concentrates
incomes and further limits the diffusion of progress for
the masses.
CURES FOR DEPENDENCY
There are three different cures proposed by authors
studying dependency.

These cures include:

(1) The development of industrialization as a
substitute for the importing of manufactured goods;
(2) Increased government planning and increased
state control of business and the economy;
(3) A sweeping socialist revolution to alter
the fundamental roots of inequality, marginality and
stagnation.
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The first recommendation is known as import
substitution.

Bath and James (1976) credit Prebisch with

this recommendation as early as 1956.

This suggestion

joins several others by other authors who advocate steps
within the existing economic and international systems to
remedy dependency-induced inequalities.

The policy of

import substitution was to make lesser developed countries
less dependent upon the developed nations for goods and
services.

Import substitution would stimulate genuine

economic growth.

Experience in Latin America had shown

that the industrialized center was not sharing the bene¬
fits of international specialization and technical
progress.

In fact, the terms of trade between the pri¬

mary producers and the industrialized centers had shifted
and fallen.

There had been differential price movements

for items caused by the industrial cycle.

Prebisch and the

other authors said that the response of Latin America
should be to use protective measures to encourage the
growth of manufacturing and other industries to supply
goods normally imported.
The growth of industry in the Latin American
countries from the 1930's to the 1950's did stimulate
growth and improved the way of life in these countries.
But Frank (1972a) was quick to point out that this growth
occurred when ties between the developed and less
developed countries were weakest, for the depression and
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world wars had severed many economic links between Latin
America and the rest of the world.

It was when these

ties were again rejoined at the end of World War II that
many severe problems began to appear: balance of payments
crises, inflation and slow economic growth.

The aim of

import substitution, which was to make Latin America
less dependent upon the rest of the world, has not been
met.
Sunkel (1972) pointed out that industrialization
and import substitution have made Latin America’s de¬
pendency worse.

Much of the profits of industrialization

have gone abroad to pay for capital equipment and in the
transfers of profits and other financial payments.

The

policies which advocated rapid economic growth, protection,
and stimulation of - industry treated the national economy
in isolation and were thus wrong.

The policies neglected

any attempt to influence the international system.

As a

result, by the 1970's, there is the presence of the MNC
where 20 years ago there was true national industry.
Thus industrialization did not reduce foreign dependence.
It was simply a "new way of integration of the under¬
developed economy. . .into a .new type of international
capitalist system" (Sunkel, 1973:139).
Girvan (1973) suggested other reasons for the
failure of import substitution.

The size of the country

is a very important variable in predicting,

the success of
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industry.

If the size of the internal resource base is

rather small, as it is in many Latin American and
Caribbean nations, industry must concentrate on providing
a few commodities.

But this concentration skews the

economy and forces Increased reliance on importation of
other commodities.

The small country is now more dependent

on international trade.

If any commodities are produced

for export, the tastes of foreign consumers are another
important variable.
Thus by the end of the 1950's, the hope of import
substitution had faded.

The policy could not fill all the

gaps left by the failing export level.

The terms of trade

continued to fall and there was very slow growth in the
market for Latin American exports.

Foreign exchange was a

constant need, for the industrialization raised demands
for imports of two kinds.

First, the business sector

needed machinery and other intermediate goods.

Second,

there was increased demand for imported consumer goods
from groups with increased incomes generated by the
industrialization.

Countries needed more foreign exchange

than exports could provide.
The second suggested cure for dependency is in¬
creased state control of the economy and business.

Looking

at a decade of attempts to implement import substitution,
observers recognize the full implications of dependency:
market forces alone are not strong enough to make the
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necessary changes (Fagan, 1977) .

The governments of

dependent countries must become more active in controlling
the national economic destiny, and the state should in¬
crease its power to affect international economic
decisions, both in "public" agencies in the TJ.N. and in
private decisions made by MNCs.
Yet, aside from advocating harder bargaining with
MNCs and broader representation for LDCs in decision¬
making, those who advocate Increased control by the state
have little to say.

Solutions still seem to fall within

the scope of the present international system.
Sunkel (1969) sketched the situation in which
many LDCs find themselves.

First, agriculture has become

stagnant: sluggish growth in exports did not cause any
switch in crops.

Many of these countries do not grow

enough basic food crops to provide for growing populations.
There is a gap in the nation's food production which
must be filled by rapidly rising food import levels.
Another problem described by Sunkel is the high foreign
exchange content of industrialization.

This also includes

payments for services due to the high degree of foreign
ownership of industry.

This leads to a growing fiscal

deficit due tothe stagnation of traditional export sectors
4

in the face of the much enlarged public sector.

There is

also a steady growth of foreign public and private debt.
Sunkel said that this need to obtain foreign
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financing is a critical point in the mechanism of depen¬
dence.

His definition of structural dependence included

the reliance of these countries on the rest of the world
for markets, imports of needed goods, transfers of income
and capital, banking and other financial services.

But

the proposed solutions for dependency only tend to make
the center-periphery model more viable.

Without authen¬

tic national development, Sunkel can see only two alterna¬
tives: socialist revolution and the "branch-plant
country."
The final solution advocated by dependency writers
is socialist revolution and the creation of a new
political and economic system.

The present Internal

power structure in an underdeveloped nation represents
the interests of the very classes who benefit from a
nation's dependency.

The political, social and economic

elite will not willingly sacrifice their privileged
position, even if the greatest benefit to the nation would
be served by breaking the external ties of dependency.
The only way to sever these ties is to break the external
bonds and eliminate the internal social structure.

Trade,

aid and investment all serve to strengthen the position
of the internal elite (Jackson et al., 1979).

Local

capitalists produce an unbalanced, disarticulated economy
and a repressive central government.

Halfway measures,

such as import substitution or increased state control,
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will not break a nation's ties to dependency.

Yet

dependency writers do not concentrate on this revolution
(Fagan, 1977).

They offer no theories of administration

for the new socialist regimes which will replace the
present system.

They fail to outline a system of partici¬

pation on a broader base for decision-making.

Nor do they

offer a scheme to assure political accountability.

Sunkel

(1972) does offer an outline of steps for a country to
take in order to regain control of its destiny.
three essential tasks which must be done.

There are

First, a

country must transform its agrarian structure.

Sunkel be¬

lieved this to be the fundamental root of inequality,
marginality and stagnation.

Second, a country must use

the primary export sector to accumulate capital.

This

capital is necessary to support the expansion of industry.
Third, each country must reorganize the industrial sector,
especially in a direction away from conspicuous consumption
of the minority.

The industrial sector should begin to

satisfy the basic needs of the majority of a country's
citizens.

Sunkel believed these tasks are possible if

countries begin agrarian reform and drive increasingly
hard bargains with the MNCs which operate in Latin
America
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SUMMARY
While these dependency writers are very specific
about the part played by the MNC in hindering development
in the Third World, the question of the part played by
the U.S. government in granting foreign aid remains un¬
answered.

There are two or more possible interpretations

of governmental intentions with regard to using aid to
dominate and control the Third World.

First, some may be¬

lieve that the official government action in supporting
certain regions is directed entirely on the behalf of
U.S. business interests.

This Marxist interpretation of

government would place business interests in primary
control of U.S. foreign aid decisions.

While observers

could gather many examples from U.S. governmental actions
to support this case, especially with regard to Latin
America, other observers would argue that American
bureaucratic decision-making is not unitary nor is it
even coordinated enough to achieve the goals of business
alone in any world region.

This second point expresses

the liberal point of view that multiple agencies and
actors (such as Congressional committees) often have a
large role in many foreign policy and foreign aid
decisions (Byrnes, 1966).

While it is true that the

government often Intervenes on behalf of U.S. direct
foreign investments, there are a multitude of other motives
and goals other than simply to make the world safe for
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U.S. business.

The emphasis on aid as a weapon in Con¬

tainment is a primary example.

On a global scale one must

conclude that while business protection may be an impor¬
tant by-product of foreign aid assistance, today there are
many other goals that the U.S. government is trying to
achieve.
Krasner (1978) contrasted two views of Marxism with
this liberal view in studying American foreign policy.
"Instrumental" Marxism views government actions to be the
result of direct social pressure.

Ties between leading

capitalists and public officials are stressed to show that
the interests of both the elites are the same in the
spheres of business and government.
view is "structural Marxism" (p. 21).

The second Marxist
The state takes an

independent role in the capitalist system and seeks to ad¬
vance the interests of the capitalist class as a whole.
There may not always be complete harmony between the im¬
mediate interests of the capitalist classes and the long¬
term demands of the capitalist system as a whole.
state must deal with tensions within the system.

The
To the

structural Marxist, the solution to these tensions is an
expansionary and imperialistic foreign policy.
Both Marxist views see foreign aid as another
capitalist tool.

Aid supports capitalist expansion.

Military aid supports the military-industrial complex
within the U.S. and economic aid serves in part to expand
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openings for sales of capital equipment as Industry ex¬
pands In the Third World.

The needs of the MNC are also

served by foreign aid, and aid supports the dominant elite
in foreign nations who directly benefit from aid-induced
progress and in turn fight anti-capitalist forces in their
own country.
But Krasner defended the U.S. against these charges.
The Marxist assumption that the state exists to serve the
interests of the capitalist society as a whole cannot
account for the way that American policy-makers frequently
acted in non-logical ways.

Observers often misperceived

reality and often "exaggerated the importance of Communist
elements in foreign countries" (p. 16).

Krasner further

asserted that policy-makers sometimes made no clear calcu¬
lations between means and ends.

The ideological objective

of defeating Communism seemed to assume a millenial
coloration.

It often appeared that policy-makers set no

limits on the costs they were willing to assume in order
to achieve this goal.
Dependency theory, like Marxist theory, would de¬
fine foreign aid as a rational tool of capitalism.

"Non-

rational" behavior over an extended period of time indi¬
cated to Krasner that other interests besides those of the
capitalist system were being served by U.S. foreign policy
and by implication the aid program as well.

He believed

the the powerful position of thé United States after World
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War IX allowed American decision-makers to try and pro¬
ject America's vision of the properly ordered society.
American values and experience dictated a vision of
global order which should be non-revolutionary, democratic
and prosperous.

Again and again analysts refer to

American ideals and aspirations as important motivations
in the aid program.

It is impossible to fully understand

the set of American actions with respect to aid decisions
if one totally discounts the power of ideals alone In
influencing many decisions.
THE RELATIONSHIP BETWEEN
DEPENDENCY AND OTHER VARIABLES
Ray (1980) outlined a research project in which he
sought to relate dependency to inequality, repression
and economic progress.

He believed the general perspective

of dependency theory to be related to socialist revolution
and understand the revolution as the only force strong
enough to break the ties between the co-opted elite in the
poor countries and the controlling classes in the richer
countries.

The present research has shown that dependency

authors do not agree that revolution is the only alternative
to dependency.

Nevertheless, Ray's work is quite valuable

in drawing the connections between dependency and other
variables which influence political instability.
Ray first studies the link between dependency,
Inequality and instability.

Relations of dependency tend
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to increase the amount of inequality in a country.

He

cited several studies which support this relationship by
empirical tests.

Because dependency benefits only a

minority of the nation's citizens, the majority of the
country's inhabitants must bear the disadvantages.
"Foreign aid ends up in the hands of corrupt government
bureaucrats and members of the wealthier classes with
better access to these bureaucrats.

It is also used in

many cases to strengthen police forces and other re¬
pressive organizations" (p. 6).

Krasner (1978) believed

that the motives of the Ü.S. in giving aid did not conform
to Marxist or dependency theories; Ray points out that
the effect of this aid strengthens dependency relationships
without making any reference to American motives.

Thus

aid serves to increase political instability by effecting
inequality.

Unequal relationships within a nation serve

to increase political strife as groups seek to increase
their relative position in an unequal society.
As aid builds the dependent nation's military ca¬
pabilities for defense, aid also increases the repressive
capabilities of a nation.

Ray quoted several sources to

say that dependency is the source of this repressive
capability.

Yet one can see that it is in fact the

foreign aid which contributes to the growth of military
and police forces.

The effect of dependency on repressive

capabilities is mediated by foreign aid.

69
Ray also stated that dependency increased the
necessity for the regime to use these capabilities by
undermining positive bonds of support for the regime in
the populace.

But noting that the studies relating re¬

pression to instability are all different in terms of
analytic technique, he wished to merely establish that the
relationship between economic dependence and political
instability could be influenced by the effect of repressive
capabilities or actions of political regime.

The present

research can agree with the argument, yet it seems that
the effect of dependency is mainly through aid's effect
on repressive capabilities and can only be supported by
tying aid to dependency.

Ray fails to note how dependency

serves to increase any level of repressive actions.
When relating dependency to economic growth and
instability, however, Ray is very clear in the specific
effects of dependency.

The ties of dependency link

subordinate nations into a certain role in the international
division of labor.

This role is to supply one or two key

primary products, and these products represent a large
portion of the national GNP.

Government budgets may also

be dependent on these primary products.

Thus the whole

society is quite vulnerable to the "vagaries of the
international economic system" (Ray, 1980:10).

As

economic progress is slowed or halted by international
fluctuations in the price of these products, political
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instability rises to reflect the economic hardships.
U.S. policy-makers do not accept or believe these
implications of U.S. foreign aid*s place in the per¬
petuation of dependency, inequality or instability.

The

American Aid Myth, to name the set of beliefs which are
often expressed in support of aid, says that American
ideals, ingenuity, and economic contributions can improve
the economic, social and political lives of all peoples
in the world.

Policy-makers believe that since the

United States achieved "the good life," any nation could
if it only follows the correct plan and makes the appro¬
priate decisions.

If specific aid programs fail, it is

no fault of the basic assumptions of the program which are
based on this Aid Myth. . It is only the specific fault of
the plan or the planners.

CHAPTER III
DEVELOPMENT OF A MODEL
As one can observe from the analysis presented in
the preceding chapter, the belief officially adopted and
promoted by some American policy-makers is that aid can be
a very important tool in fostering economic progress and
this progress in and of itself will go a long way toward
increasing political stability.

This political stability

is the ultimate goal to be achieved for it is the result
of many factors and the best prevention of Communist
expansion.
There are several ways that the Ü.S. has tried to
stabilize Latin America since World War II.

The emphasis

was at first to shore up the existing governments which had
stood by the U.S. in times of trouble.

Those governments

who joined the Rio Pact in 1948 were offered military aid
to strengthen their armies in case they were needed; the
U.S. was providing for the defense of the Western
Hemisphere.

Several years later, events such as the Anti-

Nixon riots showed the resentment of many Latin Americans
at not being included in the many types of aid offered to
Europe through the Marshall Plan (Mason, 1964).

So economic

aid was advanced to increase the prosperity of Latin America
71
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in hopes of engendering the same type of political
development and democratic institutions as in Europe.

By

the early 1960's, policy-makers could recognize that
there were many social and institutional as well as economic
steps that should be taken to help advance peace, prosperity
and democracy for all people of Latin America.

The

Alliance for Progress was a major step in the direction
of engendering social evolution toward greater equality
in these nations.

In all these programs the aim was for

peace: military aid, economic aid and social development
programs all hoped to promote peace and political stability.
But one must also recognize the negative effects
of this burning North American desire for South and
Central American peace.

Industrialization requires a

great deal of capital to initiate and to sustain its
growth.

Those who have the necessary capital and entre¬

preneurial skills will have their already-powerful
position strengthened by the increased expansion and
development spurred by U.S. aid.

The citizens of a country

who do not share the benefits of increased industrialization
are placed in an even weaker position vis-a-vis the
existing economic and social elite.

Thus aid tends to

reinforce the existing status quo in the recipient nation.
Another negative effect of aid is the bolstering
of military forces by supplying sophisticated military
hardware.

The military occupies a central place in most
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Latin American nations.

Stark (1961) quotes a noted

Colombian educator and author, German Arceniegas who
stated that Latin American countries are occupied by
their own armies.

Latin American nations seem determined

to acquire the most sophisticated weapons and will buy
them from any seller—European or North American.

These

military arms-seekers insist on buying the best weapons,
and this trend "has assumed grotesque proportions in the
light of the basic poverty of the Latin Americans and
their modest defense need" (Beaulac, 1970:94).

This

armament is almost useless for defense against inter¬
continental nuclear attack, for it is the U.S. which has
the technical expertise and hardware to defend the hemis¬
phere from such an Intercontinental attack.

Beaulac also

points out that Castro's victory in Cuba showed that there
were other uses for an army besides the defense of Latin
America.

Internal security against guerrilla warfare be¬

came an important responsibility of the national army.
Yet resources given by the U.S. and other govern¬
ments could be spent on economic development instead of
military hardware.

The United States does not like to

think it has created a situation of waste and misallocation of resources.

Many Latin American governments

also see the wastefulness of further military ex¬
penditures, but given the power of the military, who can
change the situation?

Any Latin American president who
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attempts to limit or reduce military expenditures may
well find himself replaced by a military junta.

The

actual function of the military may be internal develop¬
ment and the enforcement of internal security, resisting
internal subversion and maintaining law and order.
Morris Janowitz (1977) traces how patterns of
coercive control in Latin America have expanded and spread
in recent years.

The literature on socio-political

change has focused on the national military establishment
and has thus missed the fact that daily control in a
society rests on a variety of police and paramilitary
troops.

The presence of these troops relieves the mili¬

tary of the stigma of "pushing people around"; neverthe¬
less, when the military takes over the responsibility of
maintaining internal security, it must assume the
direction of the police forces and other forces capable of
coercive control.

This change could affect the levels

of repression in a nation.
The growth of effectively organized police and
internal security forces have in turn increased the oppor¬
tunities for coercive practices.

These units of control

represent a penetration of national government influence
even to the local levels, for the growth of national
security units, domestic intelligence forces and varieties
of paramilitary units increases the opportunities for
patronage jobs and upward mobility for all participants
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in this network; all share special perspectives and
skills.

There is a new balance in political forces and a

new balance between persuasion and coercion.

The step

between repression of Communist insurgency and repression
of mass strikes and demands for social and economic re¬
forms may be very small when the military establishment
is ready and willing to end both forms of insurrection.
Janowitz points out that this growth of coercive
control has neither developed by any "grand design" nor
has the repression developed anywhere near totalitarian
levels.

Nevertheless, this growth of military co¬

ordination and effectiveness, strengthened on one hand
by U.S. aid, and on the other by the support of internal
police, may lead to repressive actions at the discretion
of political actors.

Whether this repression is directed

against Communist infiltrators or against civilians de¬
manding civil liberties is a decision which rests largely
in military hands.
The expanded ability of the military forces in re¬
pressing dissent joins the much older forms of repression
practiced in the rural areas since colonial times.

The

peasant subculture has been living in a setting of re¬
pression in the rural areas through most of Latin
America (Huizer, 1972).

The rhetoric of guerrilla leaders

shows their belief that the various ways that the peasant
experiences frustration may well make him increasingly
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willing to participate in radical or revolutionary
movements.

The violence will spread through much of

society, touching all sectors as it passes.
A good analysis of how conflict can overflow from
one arena into the next is provided by Schattschneider
(1960).

The apparent loser of a dispute will attempt to

widen the conflict in order to bring in allies.

If this

attempt is to be successful, the combatant will have to
persuade the audience that he is "right," and that the
audience really has a stake in the outcome of the dispute.
Thus the original dispute is both broadened in scope and
changed in character.

The eventual winner is the last to

tip the scales in his favor, for the combatant with the
strongest allies will usually win.

The issue, however,

will necessarily change in subtle ways as more actors
enter the conflict: what may have begun as a private dis¬
pute between individuals is expanded to include larger
segments of "public" participation.
Other authors have also developed this idea.
Powell (1976) points out that any struggle may move from a
clash over specific issues into a conflict with ideo¬
logical dimensions.

The particular ideology embraced by

the participants may dictate which goals are to be
pursued and which issues can be ignored.

As the com¬

position of the opposing sides change, the ideology and
goals of the struggle may change.
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This evolution could come about as the result of
a leadership struggle as individuals seek to gain the
support of others.

This change could also come about as

the audience begins to participate.

Outside actors such

as the Church bring new perspectives into the struggle.
Sanders (1968) offers a view of the "progressive" and
"radical" forces in the Catholic Church in Latin America.
These laymen and clergy view the Church as being a
creative force in social improvement.
There is an intense quest on the part of Latin
American Catholics for a way to quicken the
frustrating pace of development, and to re¬
place the deep-rooted misery experienced by
many of the people.
(p. 194)
The group that Sanders labels the "radicals" believe
that the Church is headed in a certain direction and are
willing to lead the social revolution as the "People of
God."

The Church will hear the voice of the poor and

will lead Latin America in a new awakening.

Some observers

are shocked to discover this political outlook with its
socialist (and Marxist) theme. . Sanders' work shows that
if the Church were to enter into any ongoing dispute, the
participants would bring this political viewpoint to bear
on the goals of the struggle.
This description of the spread of conflict is put
into the specific context of Central America and the
Caribbean nations by Doran (1976) .

His research has

named five types of conflict and they are communal
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repression, elite repression, mass repression, turmoil,
and subversion.

For each variable, Doran specifies the

actors hypothesized to be present and the types of "event
data" (such as revolts or assassinations) which indicate
a certain level of conflict.

This- information is

summarized in Table I.
The first type of conflict is communal repression.
Conflict arises between racial, ethnic, linguistic or
religious groups.

Often these differences arise in rural

settings among peasant populations.

If the governmènt

becomes involved or has always supported one side over
the other, there will be an attempt to repress dissension
and thus restore order.

Doran's research predicts that

certain actions may occur under conditions of communal
repression.

When the government takes repressive action

to end the trouble, one side may revolt against the
government in an attempt to prevail.

The in-fighting of

the immediate participants is not guided by any belief
which may pinpoint others responsible for specific
grievances.

Lipton (1977) specified that at this level

of conflict, there are no ideological overtones to the
dispute.
Mexico has seen a series of revolutions over the
issue of land tenure and ownership.

The Indian heritage

recognized common ownership of land but. the official
government position did not recognize this.

From 1825,
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TABLE I
DORAN’S FIVE TYPES OF CONFLICT

EVENT
TYPE

WHO
PARTICIPATES

TYPE OF
EVENT DATA

Communal
Repression

Racial, ethnic, lin¬
guistic or religious
groups

Government re¬
pression. Re¬
volt against
government

Elite
Repression

Elite leaders in
economic, social
and military
sectors: counter¬
elite

Unscheduled
elections.
Coup d'etat and
attempted coup

Mass
Repression

Urban middle and
working classes

Strikes.
Declaration of
martial law

Turmoil

Factions within
government and the
urban middle and
working classes

Demonstrations.
Urban violence.
Political
assassinations

Subversion

Governmental mili¬
tary and para¬
military forces.
Revolutionary
"armies" and/or
guerrilla bands

Sabotage.
Guerrilla
warfare
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every several years saw a new uprising of Indians, re¬
belling against the "unfair" allocation of land.

Most of

the resistance movements, since they were scattered and
were not organized on a large scale, were bloodily re¬
pressed by government forces.
The descendants of the Mayan Indians, who still
live in the highlands of Guatemala, represent a separate
racial, ethnic, religious and linguistic group from the
other citizens of the country.

Woodward (1976) explains

that Indians have often rebelled at the harsh treatment
received at the hands of government.

Rebellions from

the sixteenth century attest to the Indian "love of
liberty."

This group is at the bottom of the class struc¬

ture, abused by the privileged class and bullied by the
urban middle and poorer classes.
To the outsider. . .the Indian sometimes
appears docile, obedient to authority,
humble and meek. . . . Yet beneath these
characteristics lie deeper qualities and
emotions of distrust and bitterness.
(p. 23)
Another example of ethnic conflict is seen on the island
of Hispanola, divided into two nations, two languages, two
races and two cultures.

The heritage of Negro slavery

still exists in xenophobic Haiti, and the mulatto
population of the Dominican Republic greatly fears the
Negro population of Haiti (Fagg, 1965).

Doran named one

variable to reflect this type of conflict.
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The next type of conflict is elite repression.

In

the eight nations of the Caribbean studied by Doran, the
control of land often serves as the historic source of
social prestige and political power.

The growth of in¬

dustry has fostered an urban elite who have increasing
economic power.

The military is yet another group which

holds an Increasing amount of political power in Central
America and the Caribbean.

Janowitz (1977) reports that

the military has recently begun to change its role from
balancer of the system to a stronger and more active and
explicit orientation to social-political innovator.
Woodward (1976) shows that the failure to tackle
the social problems of the early twentieth century and
establish a general base of prosperity in the Central
American nations opened the way for a revolution of rising
expectations.
fied.
elite.

These expectations could never be satis¬

The urban leaders came into conflict with the older
The military stepped in to arbitrate and ended up

ruling.
The tactics used in the showdowns between elite
factions include unscheduled elections and attempted
coups d’etat.

Yet these conflicts, even when they change

national political leaders, may not involve more than a
handful of actors*

At this level of conflict, the

struggle is within the elite sectors of the society, for
even if one group succeeds in replacing the other, the
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general population is not involved.

Doran calls these

events elite repression because the winner of the
struggle will probably make no attempt to accommodate the
interests of the loser.

The game is "winner take all" and

the loser may face the full effect of governmental
sanctions.
It is possible that the struggle may break out of
the bounds of the narrow context of elite repression.

If

the general population (especially the urban middle and
working classes) is drawn into the fray, widespread dis¬
satisfaction against the government may be voiced beyond
the level of communal groups or elite challengers.

The

country may experience strikes as trade unions oppose
government actions.

Other large groups of citizens who

lack communal ties unite in opposition to government
policies.

The government, faced with such wide protest,

begins mass repression and may declare martial law in
hopes of restoring order.
Doran’s fourth type of conflict, turmoil, appears
when a rift appears in the governing coalition and is
echoed in mass dissension.

The striking workers, who are

evidence of mass repression, are met in the streets by
demonstrators who support the current regime.

In addition

to these regime-support demonstrations, political
assassinations are another type of event predicted by
Doran under conditions of turmoil..

When an elite faction
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challenges the government with a coup, Doran believes
that this signals elite repression.

But when the

challenge to the government includes elements of mass par¬
ticipation, this is a sign of major political instability.
Turmoil includes elements seen in elite and mass repression
and involves most levels of society in the country.

The

events which signal turmoil may be more violent and may
attract world attention because both elite and mass ele¬
ments are involved in the struggle.

Because there is a

difference in the level of instability, Doran distinguishes
between events which signal repression and turmoil.
The use of the word "turmoil" in Doran's research
needs to be further clarified.

Other authors have also

used this term in their analysis of events data taken
from global news sources (Gurr, 1968, Cooper, 1974).
Doran’s analysis, '

In

major

instability of very specific dimensions is given this
name.

Other researchers include events (such as coup

d’etat) which are analytically separate in Doran’s work.
Doran’s definition comes from events data taken from
Central American and Caribbean news sources.

His work

(1973) shows the superiority of regional over global news
sources for unbiased, detailed reporting.

Because this

research deals exclusively with the Central American and
Caribbean region studied by Doran, this research will
adopt his definition of the word turmoil.
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The fifth type of conflict described by Doran is
subversion.

Events which signal this type of instability

are sabotage and guerrilla warfare.

These last levels of

conflict, subversion and turmoil, reflect disputes serious
enough to arouse international concern.

American policy¬

makers are especially worried about these events and do
not wish to have "another Cuba."

Major instability is

often the triggering event for American intervention in
these nations.

Doran's work emphasizés the fact that

these major instability events do not simply appear full
blown, but may be preceded by events within a country
which do not attract international attention.
Doran does not make any reference to ideology when
he views this escalation of violence.

Prosterman (1976)

makes the presence of ideology the distinction between a
riot and a revolution.

Analyzing conflict in peasant

movements, he notes that the appearance of a persuasive
ideology which identifies "the villians responsible" for
the misery of the peasants marks the difference between
communal conflict and major revolution with international
implications.

The ideology of the conflict may be impor¬

tant to understand the motivations and goals of the par¬
ticipants .
Thus we see how Doran and others have marked the
difference between types of conflict.

These authors have

also shown how conflict can grow from less serious to
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more involved, international conflicts.

American

policy-makers believe that foreign aid can prevent the
occurrence of major instability.

They attempt to "buy

off" dissident forces by fostering economic growth and
progress.

If this effort should fail, the U.S. has also

strengthened the existing government with economic,
technical and military assistance to suppress the trouble.
The unspoken effect of this aid is to increase the
possibility and effectiveness of repression in Latin
America.

These effects of aid can be visualized as in

Figure 1.

ECONOMIC

T

r

FIGURE 1
AID'S EFFECT ON INSTABILITY

Aid's effect on stability can be thought of as
having three ways to be influential.
economic progress.

The first is through

The more aid, the more economic

progress; the more progress and prosperity, the less
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instability as citizens move into the modern industrial
life and begin to see economic improvements.

The second

way aid may decrease instability can be viewed as the
socio-political improvement path.

This is the route

sought by the Alliance for Progress and other social pro¬
grams which attempted to institute democratic ideals and
social improvement.

The third way that aid may affect

instability is through the institutions of government
repression.

Military and economic aid which strengthens

the military forces in a country make that government
better able to suppress dissension and internal threats
to security.

CHAPTER IV
EMPIRICAL TEST OF AID’S IMPACT
ON STABILITY
At the conclusion of the previous chapter, a model
was constructed which diagrammed the possible relationship
between U.S. foreign aid, economic progress, repression
and major instability.

(See Figure 1)

The model suggests

several specific hypotheses about the effects of U.S. aid.
Aid is presumed to have several specific consequences:
:

U.S. foreign aid will increase a
region's economic progress.
U.S. foreign aid increases a
region's political stability.

:

U.S. foreign aid will lead to the
suppression of minor or localized
instability in a region and thus
increase repression.

The model also specifies that economic progress and re¬
pression have an effect upon major instability:
:

Regional economic progress will
lessen the occurrence of major
regional instability.

H.: Governmental repression lessens the
incidence of major regional
instability.
Each of these hypotheses corresponds to a particular
arrow or path in the model.

Foreign aid is the independent
87
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variable, instability is the dependent variable, re¬
pression and economic progress are intervening variables.
The hypothesized relationships are tested by
observing the effect of U.S. foreign aid on nations of
Central America and the Caribbean from 1948 to 1964.
There are several advantages in using regional data to
test the effects of aid.

Many factors can intervene

between U.S. and the supposed effect in individual coun¬
tries.

Although there are unique events in the history of

each country, there are also many factors which.the
eight nations included in the study share.

They are all

small, have had a long history of political independence
as well as interdependence with the U.S.

None of these

countries have experienced a successful Communist revo¬
lution.

These nations are also viewed from a regional

perspective by the U.S.

Doran (1976) classifies these

nations as failing within the American sphere of influence,
and notes that policy-makers in Washington are aware of
the importance of the region as a whole to the security
of the U.S.

The policy-makers are concerned with "pre¬

venting another Cuba."
Reports of conflict events were gathered by Doran,
Pendley and Antunes (1973).
1948 to 1964.

The events cover the years

The sources for this data are The Hispanic

American Report and other Spanish language journals,
Tiempo from Mexico City and Vision from Panama.

This
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seventeen year period covers the years in which Cold
War concerns were very influential in deciding aid allo¬
cations.

Aid decisions were often based on tactical,

strategic and political considerations.

Yet there were

other influential factors in the decision of how much aid
should be granted to various regions.

The Alliance for

Progress was launched in the early 1960's, and had a
whole set of social and institutional ideals which aid
was to fulfull.

This bold venture followed more than a

decade in which the U.S. can be accused of neglect of
Latin America, for American concern centered first in
Europe, then in Asia and Africa.
Doran factor-analyzed the events data which were
gathered from this region and reported that five factors
emerged from an orthogonal rotation.

These factors were

interpreted as representing five instability variables
and were given the names Turmoil, Subversion, Communal
Repression, Elite Repression, and Mass Repression.
five variables were listed in Table I.

These

Each factor can

be viewed as an independent variable and the values for
any variable are obtained from a matrix of factor scores.
Tables II and III are reproduced from Doran (1976).
Table II shows the conflict events and which events are
represented on the five factors which emerge from Doran's
work.

He chose a research design which exposes the impact

of the factor structure in annual periods.

The design
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yields annual amounts of conflict for the entire region
for 1948-1964.

Table III reproduces the annual scores

for these factors.
There are many ways to deal with these measures
of internal instability.

One can simply add the factor

scores for the individual variables to get a single
figure for each year.

The advantage of this approach is

that one can then measure aid's impact on a combined
measure of major or minor instability for a single year.
By combining variables, one obscures the difference
between separate types of major or minor instability.

Yet

policy-makers in Washington tend to view trouble in the
region in terms of its intensity and its potential threat
to American security.

The governments of the region act

to suppress minor instability, and observers may dis¬
tinguish their repressive actions from events which signal
major instability.

The theoretical distinctions between

types of instability are most often made on the intensity
of the events.

For example, a coup d'etat that blood-

lessly changes leadership within a military junta should
be regarded quite differently from riots and street
demonstrations in the national capital which must be
suppressed by military force.

Even though the policy

implications flowing from the two events may both be quite
important, the riots are likely to attract more inter¬
national attention because the number of people involved
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may signal events with immediate international reper¬
cussions .
The first index used in this research is composed
of Doran's three repression variables.

These variables

represent actions taken by governments to suppress
dissension which Doran characterizes as lower level in¬
stability.

These events signal government action to

repress the outward signs of political or social contro¬
versies.

The second index is composed of the two remain¬

ing variables discussed in connection with Doran's work.
These two variables are Turmoil and Subversion.

Doran

believes that these variables represent major instability
and these are the types of violence which often trigger
American concern.

Policy*makers respond to Latin

America's need for internal security, for the strategy for
arming Latin America with Amèrican military aid was in¬
tended not only to insure self-defense against Soviet
attack, but to maintain internal security (Leg. Ref.
Serv., 1959).

This security is threatened by both types

of major instability.

To observers in Washington, events

in Latin America and Central America may be classified
primarily in terms of scope and intensity to judge whether
the events call for American actions.

This distinction

between major and minor instability becomes the most
salient distinction to be made.

Table IV shows the corre¬

lations between conflict variables as defined by Doran
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TABLE IV
CORRELATIONS BETWEEN CONFLICT VARIABLES
AND INDICES OF INSTABILITY

REPRESSION INSTABILITY
INDEX INDEX

COMMUNAL
REPRESSION

.35

.34

ELITE
REPRESSION

.79

.11

MASS
REPRESSION

.70

-.04

TURMOIL

.16

.68

SUBVERSION

.07

.69

Correlation between Repression and Instability

17
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and the indices of instability.
The measures for U.S. foreign aid were obtained
from official Ü.S. government sources.

The treatment of

the figures for military and economic aid need to be
carefully considered.

The general purposes behind the

two types of aid are often perceived as separate and dis¬
tinct.

Military assistance is aimed at building military

unites in countries with which the U.S. has bilateral
military agreements (Minotto, 1959).

This military aid is

used to develop a network for regional defense and to
provide for internal security.

The U.S. would supply arms,

maintain the equipment provided, and train officers and
enlisted men from these Central American and Caribbean
nations.

On the other hand, the general aim of the tech¬

nical assistance program and the subsequent programs
under the Alliance for Progress was for economic develop¬
ment, aiming at industrialization, health programs, and
other programs of this nature.

But these two separate

aims have in practice often been combined.

One example

is the Military Security Act of 1951, which authorized the
supplying of material help and technical advice in order
to hasten the development of the LDCs (Leg. Ref. Serv.,
1959).

A substantial part of this economic assistance

would come under the heading of ’’defense support."

This

aid was given to assist the recipient government in pro¬
viding security against internal and external threat.

The
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U.S. government recognized that expanding the local de¬
fense establishment imposed economic and political bur¬
dens on countries receiving military aid.

Policy-makers

recognize the multiple impact of aid, for while the pri¬
mary purpose of aid is to strengthen military security,
some economic development may occur as a by-product.
Baldwin (1969) and Clark (1966) pointed to the colinear
effects of either type of aid.

Thus it is assumed that

the two types of aid do not have separate impacts on
events in one country in the same year.
In addition, the yearly amounts of military and
economic aid to the region included in the present re¬
search are highly correlated (r » .85) making it very
difficult to untangle the separate effects.

Thus for

theoretical, practical and statistical reasons, this re¬
search will make no attempt to distinguish between the
separate impacts of separate types of aid; both military
and economic aid are combined into one yearly figure.
The figure which will be used to summarize yearly
changes in economic progress is based on gross national
product for the entire region.

Policy-makers often use

this figure in making evaluations of a country*s progress.
Figures for GNP are collected yearly by the United Nations
and other agencies and are readily available.

In addition,

there are few other summary variables which could be used
for the purpose of estimating economic progress» a very
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important variable in the aid equation.

GNP figures

become a measure which government officials and academic
observers both use to measure economic progress.

Since

aid has been aimed at improving economic progress and this
progress is most often measured in terms of GNP, this
research will use GNP to measure economic progress.
In order to summarize yearly changes in GNP,
figures were first collected for yearly GNP for each country
from the United Nations Statistical Yearbook.

The figures

were corrected for inflation using cost-of-living indica¬
tors for each country, a figure found in the International
Monetary Fund publication, International Financing Statis¬
tics.

Finally, the values were converted into U.S. dollar

amounts using the official fixed exchange rates for each
country.

The eight figures for yearly GNP from each

country were added so that the resulting figure represents
regional GNP in standard dollars.

Growth of GNP was cal¬

culated by subtracting last year's figure from this year*s,
then dividing by last year's amount.
At this point there are measures for all four
variables in the model presented in Figure 1.

The variables

for repression and instability are taken from Doran's
study.

The variable for economic progress is composed of

regional GNP figures taken from U.N. and IMF sources.
Foreign aid is composed of yearly totals taken from U.S.
government sources and calculated as increase in foreign
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aid (this year’s aid minus last year’s aid, divided by
last year’s figure).

The next step in the analysis is to

specify the time relationship between the variables.
The data have been collected and arranged as yearly
measures.

This arrangement allows the researcher to intro¬

duce variables into the model at different time periods to
better reflect the delayed effect of one variable upon
another.

Policy-makers react to yearly events in the

region, for the process of aid allocation brings forth
yearly hearings in which the past effects of aid can be
assessed for their presumed effect on internal stability.
There are obvious time lags between the granting of
foreign aid and the impact of such aid upon the recipient
economy.

In addition, the use of time lags may demonstrate

the pattern of repression and the increase in major in¬
stability, as suggested by Schattschneider.

Conflict may

grow from a smaller arena of lower level conflict which a
government "represses" to end the violence into an inci¬
dence of major instability.

This hypothesized growth

occurs as the "audience" to a dispute, the classes, regions
or political factions which are not involved in the
original dispute, are drawn into the conflict and begin to
participate.
Figure 2 reports the results of the empirical test
of the model presented in Figure 1.

The variables used in

this test are entered into a regression equation and the
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FIGURE 2
EFFECT OF AID, ECONOMIC PROGRESS
AND REPRESSION ON MAJOR INSTABILITY

results of this test are Included In Figure 2*

There are

three time periods specified in the model, and these time
periods are indicated by the subscripts to the variables.
Increase in foreign aid, the independent variable, is
entered in the first time period, t-2.

There is a one

year lag between Increase in foreign aid and" the two inter¬
vening variables, Increase in GNP and Repression.

There

is a one year lag between the dependent variable, in¬
stability, and the two intervening variables, and a two
year lag between Instability and the independent variable,
Increase in foreign aid.
The values for the paths between variables are
obtained from multiple regression.

The value for bet a,

1Q0
the standardized regression coefficient, reflects the
strength and direction of association between two
variables.
Hypothesis one specifies that U.S. foreign aid will
increase economic progress in recipient nations.

This re¬

lationship is not supported by data from this region.
Figure 2 shows that the bet a coefficient for the path from
Increase in foreign aid at time t-2 and Increase in GNP
at time t-1 is equal to -.04.

A value this small is not

significantly different from zero, implying that no direct
causal relationship can be inferred.

Hypothesis one

should be rejected.
Hypothesis two examines the two-year effect of
aid upon major instability.

This hypothesis tests the be¬

lief expressed in support of many of the social and
institution-building projects of the Alliance for Progress.
The value for this path is .08, a figure which indicates
only a small direct relationship between aid and major
instability.

This finding is not surprising when one

remembers that the Alliance for Progress was the only U.S.
aid project which expressed these social and institution¬
building aims which were to directly influence instability.
In addition, these goals of direct social progress
were soon replaced by the goals of economic development.
The life of the Alliance*s social and institutional goals
was too short for any benign influence to show in the
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seventeen years covered In this research.

Therefore,

Hypothesis two is rejected: U.S. foreign aid levels do
not directly influence political instability in the
recipient nations of the Caribbean.
Hypothesis three explores the efficacy of aid in
strengthening recipient governments against minor in¬
stability, influencing the incidence of government re¬
pression.

The value of this path is -.39, a moderately

strong negative relationship.

This means that when the

U.S. increases aid to this region, incidents of repression
decrease, allowing for a one year lag.

This finding

contradicts the beliefs of analysts who fear that the
granting of military and economic aid to regimes which
are not popularly supported or which lack public support
will enable these regimes to suppress the forces of
popular discontent and thus keep the regime in power.
Ferkiss (1965) states that most of the moral criticism
of U.S. aid to Latin America is based on these fears.
Apparently the governments of Central America and Haiti and
the Dominican Republic are not fulfilling this prediction.
On the contrary, the negative value for the path between
increases in foreign aid and repression, given a one year
lag, indicate that aid can act to reduce repression.

This

effect could occur either by decreasing the tensions of
groups which would begin protests which invite government
repression, or by influencing the recipient governments to
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lessen repressive actions when these tensions are ex¬
pressed in a public forum.
The relationship between the two intervening
variables, Increase in GNP and Repression in the same year,
is a relationship not formally explored in the present
research.

The works of Needier (1966), Jackman (1976), and

Dickson (1972) support a causal relationship between
economic stagnation and coup d*etat.

These authors be¬

lieve that economic downturns can trigger a coup, and
Needier specifies that coups are twice as likely in years
of economic decreases.

The bet a value for this path between

the two variables is -.10.

The negative value is pre¬

dicted by Needier, Jackman, and Dickson, for the greater
the increase in economic progress, the less repression
experienced by these nations of Central America and the
Caribbean, although the relationship is weak.
Hypothesis four states that regional economic
progress will lessen the occurrence of major instability
in recipient nations.

This belief reflects the oft-stated

words of aid supporters, especially those policy-makers who
believe that aid*s main purpose should be for economic
development.

Increases in standards of living are believed

to make the jobs of Communists harder in these lesserdeveloped countries, for it is an accepted belief that
Communism grows in poverty and ill-health.

Increases in

GNP can also be effective in reducing major instability
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both by strengthening the recipient governments in their
abilities to fulfill more citizen demands and by lessen¬
ing the urgency of those demands.
Hypothesis four is supported by this research.

The

beta value is -.41 for the path between Increase in GNP
and Instability.

This indicates that when economic

progress is made one year, there is very likely to be a
decrease in the next year*s levels of Instability.

Con¬

versely, when the regional economy fails to make any
economic progress, the next year is likely to see more
political instability.
Hypothesis five relates the effect of Repression on
Instability and states that if governments are able to
step into disputes and end the conflict, the controversy
should not spread to major instability.

The controversy

ends because the dispute is either decided by virtue of
government action and all contestants accept (or are
forced to accept) the decision, or other contestants are
discouraged from entering the dispute.

Prospective com¬

batants are forewarned that the government has already
intervened in the dispute and may hesitate to oppose the
government.
The value of .45 for the causal path between
Repression and Instability refutes the logic expressed in
Hypothesis five.

Repression does not serve to end a

dispute, for major instability is likely to follow in one
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year.

As governments intervene in communal conflict,

counter-elite challenges or mass demonstrations (the
three types of repression defined by Doran), the dispute
is not settled, but as predicted by Schattschneider,
it spreads and widens.

Minor instability is not eliminat¬

ed by government repression in this region of Latin
America, it is instead expanded into major instability.
Hypotheses three, four and five have been tested
using the index of Repression, a variable which was
formed of the two individual variables described by Doran
as Turmoil and Subversion.

These variables represent

different types of major instability, for Turmoil re¬
flects splits within the governing coalitions and between
the government and the urban middle and working classes.
Subversion, on the other hand, is more aptly described as
a contest between the state and a revolutionary force
which composes a counter-state.

The battle is described

by Vega (1969) as being fought over control of the
population.

The official state will use all the means at

its disposal to maintain the social structure.

The

counter-state, on the other hand, is willing to wage war
to the death in order to capture the authority and power
of the state for itself.

It is advantageous to combine

these variables because policy-makers in Washington are
sensitive to both types of major instability, and are
likely to react to either of them by changing levels of
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foreign aid whenever the region experiences either type
of major trouble.

Che Guevara took responsibility for

much of the aid which the Alliance suddenly poured on Latin
American nations in the early years for he believed that
his activities frightened Washington into doing something
in order to "prevent another Cuba."

Therefore, it is

important to see the effect of aid upon major instability
of any type.
.20.

The adjusted R

2

for the model is equal to

Regional levels of aid, levels of GNP and Repression

account for 20% of the variance in regional instability.
It is also instructive to disaggregate the index
and test the effects of Increase in aid, Increase in GNP
and Repression for their effects upon constituent
variables, Turmoil and Subversion.

Since the variables

which represent the two types of major instability are
different, perhaps the effects of aid, GNP and Repression
form a different pattern on each.

Figure 3 represents the

effects of the changes in aid, GNP and Repression on the
variable Turmoil.
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FIGURE 3
EFFECT OF AID, ECONOMIC PROGRESS
AND REPRESSION ON TURMOIL

The value for the path from Repression to In¬
stability, in Figure 3, is .67, indicating a strong
positive relationship between Repression and Turmoil.
This path shows that Repression will not always end dis¬
putes in this region, for the next year is likely to
experience demonstrations, urban violence and political
assassinations.

The groups most active in events defined

as Turmoil are the factions within government Cthe elite
and counter-elite) and the urban middle and working
classes.

These are the two groups which are involved in

separate types of minor conflict, Elite Repression and
Mass Repression.

Schattschneider predicts that the loss

107
of a battle in one arena is likely to encourage the
combatants to seek an ally.

In this research on the

Caribbean region, it appears that when the government
battles against either the counter-elite or the urban
groups, the losers combine forces and continue the conflict,
this time in a broader arena and possibly upon an inter¬
national "stage."

The U.S. may step in to offer financial

assistance to the embattled government in the form of
foreign aid.

The fact that this aid is possibly in¬

effective, as seen in the failure of Hypothesis two to
be confirmed by this research in this region, does not
alter the fact that policy-makers in Washington continue
to believe that aid is efficacious in settling Turmoil
in a troubled region.

The adjusted R

2

for this model is

32
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FIGURE k
EFFECT OF AID, ECONOMIC PROGRESS
AND REPRESSION ON SUBVERSION
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Figure 4 represents the effects of aid, economic
progress and Repression on Subversion, the second type of
major instability defined by Doran.

This type of conflict

is characterized by sabotage and guerrilla warfare.

As the

diagram shows, there can be no causal relationship inferred
between aid, economic progress, Repression and Subversion.
If one were to predict the emergence of guerrilla warfare
in the Caribbean and Central America, neither economic
stagnation, government repression nor the levels of foreign
aid to the region could be used to "explain" the presence
of sabotage and guerrilla warfare.

The adjusted R

also indicates this failure to explain Subversion.

2

of zero
The

factors which are influential in explaining Turmoil in
a study of this region will shed no light on the causal
sequence which results in Subversion.

CHAPTER V
CONCLUSIONS
The purpose of the present research has been to
assess the impact of U.S. foreign aid for its effect in
the Caribbean-Central American region on aid's primary
goal} defined as an attempt to decrease political insta¬
bility.

This desire to decrease political instability

was identified as the main goal of the aid program by
studying several sources which purport to explain the
goals and aspirations of U.S. policy-makers in granting
aid.

These sources include scholarly articles written by

academic observers as well as the words of those most
closely involved with the granting of aid.
Chapter II develops the motivations behind the goal
of aid, and the history of attempts by the U.S. to
stabilize the economies and political systems of the eight
nations in the Caribbean and Central American region.
The choice of political stability as the appropriate
variable to use in measuring aid's impact does not over¬
look the fact that in the short run, U.S. policy-makers
(or officials in the CIA and other agencies dealing in
covert activities) may at times support destabilizing
elements in troubled countries.
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There is evidence that
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the U.S. has supported revolutionary or anti-system
movements in countries with regimes deemed pro-Marxist or
too nationalistic.

At other times, the larger interests

of U.S. national security have overshadowed the goals of
the aid program which promote the development of democratic
institutions, for aid has supported regimes which were
corrupt and oppressive.

The choice to support a dictator¬

ship may have been the lesser of two evils in the eyes of
policy-makers, for it may be true that only a strong,
authoritarian government could suppress Communist-inspired
revolution.

Yet it is also the belief of these U.S.

officials that in certain cases the support of destabiliz¬
ing elements may in the long run be effective in establish¬
ing a solid, pro-American regime that is able to institute
democratic reforms.

These reforms should enable the new

regime to channel social, political and economic tensions
into peaceful, non-revolutionary directions.

Thus the

end, political stability, justifies the use of certain
means which in the short run may be very destabilizing or
which in the long run are not conducive to democratic
values.
Chapter III develops a model to test the effect of
aid on political instability.

The several ways that aid

could be effective in reducing tensions are directly,
through the support of social and institutional reform and
indirectly, through fostering economic progress or by
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eliminating repression in the recipient region.
As shown in Chapter IV, the data from the
Caribbean and Central American region fail to demonstrate
any causal connection between U.S. foreign aid and
economic progress.

Nor do the data demonstrate any direct

causal relationship between aid and major instability.
The only causal influence demonstrated by events in this
region is between aid and Repression, and between
Repression and Turmoil.

Does this indicate that aid is

only indirectly effective in achieving its goals?

One

must turn to the dependency model for an interpretation
of this finding.
The U.S. must deal with the political machinery of
the recipient country for the planning and implementation
of specific aid projects in that country.

Whenever the

"country" to be granted aid is consulted, it is the
political elite who respond in the name of that country,
and it is in a broader sense the social and economic
elite whose interests are being served by that country’s
political system.

The dependent1stas point out that the

elite of the lesser-developed recipient country are
closely aligned with the elite of the developed centers,
and often have greater social and economic ties with the
elite of the developed centers than with the masses of
their own nation.

As the program of U.S. foreign aid

grew from the skimpy military allocations of the Rio Pact
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to the sweeping and expensive projects under the
Alliance for Progress, a set of relationships began to
grow between the elite at all levels in the recipient
country and Ü.S. aid officials and military specialists.
During the life of U.S. aid projects, there has been
close contact between U.S. citizens and the elite of the
Caribbean and Central American region.

Guatemalan and

Panamanian engineers worked along with American engineers
in building the Pan American Highway; El Salvadorian and
Costa Rican captains and majors received military train¬
ing from American military officers.

The American liberal

tradition, with its emphasis on civil rights and
liberties, was being donated to these countries just as
surely as the dollars.

Democracy was thought to be just

as valuable an American export as military hardware and
technical expertise.

The elite of Central America were

increasingly urged to adopt social and economic reforms,
to hold "free" elections, and to allow diversity and ex¬
pression of political opinions, for these were the in¬
gredients the American tradition stated to be necessary
for the development of true democracy.

Repression on the

other hand, was inimical to democracy; only in the free
expression of dissent could the interests of all citizens
be served.

One hesitates to infer that this attitude was

shared by the Central American elite who encountered these
values.

One can only believe that the political, social
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and economic elite, who had growing ties to American
elite, were recognizing the necessity of at least
acknowledging these American ideals.
The data show that increases in aid were followed
one year later by decreases in repression in the
Caribbean and Central American region from 1948 to 1964.
It is certainly plausible to believe that aid could have
become an increasingly powerful lever which was used to
reduce the levels of repression, for the elite profitted
from closer ties to the U.S., as posited by the dependency
model.

To the extent that aid was effective in reducing

Repression, aid was effective in reducing major insta¬
bility, for the research links Turmoil to Repression: the
higher the levels of Repression, the higher the levels of
Turmoil one year later.
This research examines only one tool—foreign aid—
that U.S. policy-makers may employ to influence the
political winds which sweep across Central America and the
Caribbean.

The fact is that the U.S, is admired as well

as hated and is powerful in many ways while impotent in
others.

These contradictions complicate the efforts of

those in Washington to influence events in this Latin
American region.

Trading relations as well as aid

donations are also very important tools which Washington
continues to use.

The data fail to confirm any link

between aid levels and GNP levels, yet one would suspect
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that the trading relationships between the U.S. and the
Caribbean and Central America were influential in changing
the regional GNP.

The data do confirm that economic

progress is rather effective in reducing Turmoil; were
trade a factor quantified in the present research, one
would suspect that the U.S. efforts through both trade and
aid used to stabilize this region would appear more
successful than the present research indicates.
The fact that aid is specifically directed at
projects which are designed to raise levels of GNP causes
one to wonder how long the severest critics of the aid
program can be forestalled.

This research shows that aid

has not increased GNP and raised the level of the "down¬
trodden masses"—those citizens thought most susceptible
to Communist propaganda.

More seriously, aid is

demonstrated to have no effect on the incidence of guerrilla
war and sabotage, two events which signal the emergence of
Communist-inspired revolutions.

Aid cannot influence the

emergence of counter-system movements—movements which
often claim Marxist-Leninist inspiration.
One reason that aid may be ineffective in reducing
Subversion in this region is that guerrilla movements most
often spring from the dedicated leadership of a small
group of fighters.

Drawing inspiration from a revolution¬

ary heritage inspired by Marx and Lenin, these leaders
hope to inspire a larger following by demonstrating limited
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tactical success in rural skirmishes.

U.S. aid can

support the governments' military units in defeating these
revolutionaries.

But aid cannot prevent the birth of

these movements.

Thus aid to this region in these years

seems totally at a loss to achieve two of the goals
enumerated by Fackenham in his analysis of aid: raising
economic levels and containing the threat of Communism.
The third goal which Packenham cites is social and
institutional reform.

The present research included no

variable to measure social and institutional progress.
Instead, this effect of aid was defined as a direct link
between aid levels and major instability.

This link

became a path in the causal model and the data failed to
confirm any such link.

One could possibly interpret the

measure of Repression as a surrogate for a measure of one
social institution.

The heritage of repression and dis¬

crimination in Central America, Haiti and the Dominican
Republic runs deep and strong.

If, as the present research

indicates, repression decreases as aid increases, then
Ü.S. foreign aid has had some effect upon the social and
institutional structure of repression.

Perhaps there

could be other institutional changes which do not appear
in the present research, which ends in 1964.
An advantage of extending the data would be to
study the longer term effects, of repression on instability.
The seventeen years covered in the present research, show-
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a positive relationship between Repression and Turmoil.
The recent events in Nicaragua and El Salvador signal
major instability in this region.

Were these events

preceded by changes in the levels of aid and levels of
repression?

One could also ascertain if the pattern

found in the years from 1948 to 1964 was repeated in the
years from then to the present.

Are increases in aid

still followed by decreases in repression?

Has Repressive

action remained ineffective in sidetracking the kinds of
political dissension that leads to Turmoil?

These ques¬

tions remain for future research.
The events data were collected by Doran et al.
only through 1964.

There have been many changes in the

region in the last fifteen years.

If the events data

were collected and added to the data used in the present
research, the study of aid's effect might show further
institutional and social changes.

The aid programs began

to foster a sense of cooperation between technicians of
these small nations as they worked on multilateral
projects (Woodward, 1976).

The development of better

transportation and communication also served to foster a
growing sense of common problems which could lead to the
development of common solutions.

The development of the

dependency model adds intellectual legitimation to the
pervasive sense of discrimination prevalent among Third
World nations vis-a-vis the developed nations.
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One effort at developing a united response to
economic pressure was the formation of the Central
American Common Market.

This organization began to ex¬

perience some success and by 1968 had great promise.

Un¬

fortunately, single incident shows how precarious such
economic cooperation is when political cooperation between
the nations is lacking.

The "Futbol war" between Honduras

and El Salvador caused Honduras to withdraw from the
C.A.C.M. in 1968.

Such events emphasize the fragility of

much progress in this region, for there remains a wide gap
between Central American expectations and achievements.
Parts of the middle classes are experiencing increasing
affluence, yet depressing poverty is still widespread
among the lower classes.

It is among these lower classes

that population is growing fastest.

Woodward (1976)

characterizes the elite of Central America as being con¬
cerned with the protection of their own position and
wealth, the bureaucracy as being underpaid, poorly trained
and corrupt, and the whole society as having great
resistance to structural change.

High inflation, explains

Woodward, has put strains on the political and economic
institutions as the standard of living falls.

He predicts

another crisis as increased expectations fail to be matched
by actual economic progress.

Since aid has been demonstrat¬

ed as impotent to effect GNP, should aid programs be
scrapped in favor of other efforts to improve economic

118

progress?

Could not the money allocated to aid be more

productively used in other directions?
No, for the elimination of the present foreign aid
arrangements may have disastrous results.

In the first

place, there is still great propaganda value in any
program, such as aid, which lends monetary hacking to
words of concern about the region's welfare.

The aid

program shows that the U.S. is willing to "put its money
where its mouth is."

Were aid programs halted, the

already-suspicious Latin American critics of the United
States and its foreign policy would have ample proof that
whatever concern the U.S. expressed for Latin American
progress, the U.S. was not willing to make any sacrifices
when economic times got rough.

U.S. credibility and

prestige, already battered in the Caribbean and Central
America, would receive another severe blow.

The aid

program has already been defended by idealistic reference
to "our good neighbors to the south," were aid suspended,
these good neighbors would he heartily offended.
There also remain strong business interests in the
U.S. and the Caribbean and Central American region which
would quickly feel the effect of increased anti-American
hostility.

To the extent that aid serves the direct and

indirect benefit of this business community, a sudden halt
in foreign aid is against this country's economic self¬
interest
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There is another very important effect of aid.

The

aid program in both economic and military sectors serves
to strengthen the ties of the elite in the U.S. to the
social, political, economic and military elite in the
Caribbean and Central American region.

The present re¬

search has determined that Repression has declined with
increases in the levels of U.S. foreign aid.

According

to Woodward (1976), when the Depression of the 1930's hit,
the elite response to worker violence was new, severe, and
harsh dictatorships.

These regimes were capable of

brutal suppressions of any challenge to the status quo.
The government failure to deal with the problems of the
1980's could again lead to the appeal of authoritarian
regimes.

The material benefits of the U.S. foreign aid

program may be the only counterweight to the pressure to
institute repressive, authoritarian regimes again.
The U.S. foreign aid program has never been
declared an unqualified success; it has most often been
declared an unqualified failure.

It is neither.

The aid

program remains as the most obvious example that Americans
care about the welfare of the citizens of other nations
and are willing to offer help to those who need help.
There are also benefits which American citizens receive
from the aid program.

"Altruism" may mean good profits

to those who practice it correctly.
seen in a negative light.

Yet aid can also be

If one accepts the logic of
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the dependency model, the use of aid fits into a multi¬
lateral effort to maintain the periphery in a state of
underdevelopment, for the alternative to foreign aid
aimed at the support of international capitalist re¬
lationships is authentic national development in each
nation, the rejection of American aid, and the possi¬
bility of socialist governments.

The growth of socialist

strength and self-consciousness is seen as the major
challenge to the present international capitalist system.
Thus aid is seen as a reactionary response to the Socialist
threat or to any other threat to the status quo.
In any case, for better or for worse, the U.S. is
unlikely to drop the present program of foreign aid.

It

should be possible, however, to base the political support
of aid programs in the strengths of its effects, not on
the empty promise of immediate material benefits.

By it¬

self, aid is highly unlikely to increase GNP or halt
Communism.

Aid is very éffective, however, in fostering

international dialogue.

Americans believe strongly in

the value of human rights and the power of human dignity.
Aid may be the key to opening channels of communication
in which the merit of these ideals can speak for them¬
selves and in turn create a better world for all.

APPENDIX A

APPENDIX A
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