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Abstract. Beginning with the overthrow of Nicaraguan President José
Santos Zelaya in 1909, the United States has replaced seventeen leaders
in Latin America and the Caribbean. Washington often justified these
foreign-imposed regime changes (FIRCs) by citing fears that foreign gov-
ernments were pursuing policies contrary to American commercial inter-
ests. As these FIRCs typically brought pro-American leaders to power,
U.S. policymakers likely assumed that they would favor U.S. interests.
This paper aims to shed light on this conjecture by asking whether FIRC
promoted bilateral trade between the United States and the targets of
U.S. intervention in Latin America and the Caribbean. This region is
selected for the promising opportunity to conduct a natural experiment
owing to the availability of highly comparable cases in the region that
did not experience FIRC. We are able to control for multiple alternate
explanations for variation in trade — including culture, geography, dis-
tance, and economic development — and isolate the impact of FIRC.
We perform quantitative tests using an original dataset gathered from
archival trade between the United States and Latin America from 1873
to present. We find that rather than increasing trade as predicted, FIRC
actually reduces trade between the United States and targeted countries.
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1. Introduction

Scholars and pundits alike commonly argue that powerful states intervene
abroad to protect or advance their economic interests. This argument is per-
haps most ubiquitous with regard to U.S. interventions in the Caribbean and
Latin America during the twentieth century. The Roosevelt, Taft, and Wil-
son administrations, for example, intervened extensively in Cuba, the Do-
minican Republic, Haiti, Panama, Nicaragua, Honduras, Costa Rica, and
Mexico between 1900 and 1919. In some of these interventions, U.S. officials
took over collection of customs receipts, and the United States sometimes
insisted that these nations accept loans from U.S. banks (e.g., Calder 1984,
4; Gobat 2005, 81). Economic motives have also been ascribed to U.S. in-
terventions in this region during the Cold War. The influence of the United
Fruit Company is often cited as a reason for the Eisenhower administra-
tion’s overthrow of Jacobo Árbenz in Guatemala (Schlesinger and Kinzer
1999; Kinzer 2006). Scholars have also discerned the hidden hand of U.S.
multinational corporations, such as International Telephone and Telegraph,
Anaconda Copper, and Pepsico, in explaining the Nixon administration’s
hostility to Salvador Allende in Chile (Qureshi 2009). As Stephen Kinzer
put it in his history of U.S. regime change operations, “Throughout the
twentieth century and into the beginning of the twenty-first, the United
States repeatedly used its military power, and that of its clandestine ser-
vices, to overthrow governments that refused to protect American interests.
Each time, it cloaked its intervention in the rhetoric of national security
and liberation. In most cases, however, it acted mainly for economic rea-
sonsspecifically, to establish, promote, and defend the right of Americans to
do business around the world without interference” (Kinzer 2006, 3).

Despite a recent surge of interest in the politics of foreign-imposed regime
change (FIRC), no study explicitly examines the effect of FIRC on economic
relations between interveners and targets. Scholars have found, for example,
that FIRC is associated with longer periods of post-war interstate peace (Lo,
Hashimoto, and Reiter 2008), increased likelihood of civil war in targets
(Peic and Reiter 2010; Downes 2013), and increased likelihood of “irregular
removal” of imposed leaders (Downes 2011). Regime changes carried out
by democracies are also unlikely to generate meaningful democratization in
target countries unless interveners promote elections and target states have
important precursors for democracy, including high levels of wealth or ethnic
homogeneity, or previous experience with democracy (Downes and Monten
2013).

Yet there are good theoretical reasons to believe that FIRC should en-
hance economic ties between interveners and targets. First, as outlined
above, states may intervene specifically to protect or promote the ability of
their citizens to do business in a foreign country. Democracies, such as the
United States, are particularly open to the lobbying of influential corporate
actors. Moreover, many U.S. government officials such as Eisenhower-era
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Secretary of State John Foster Dulles have also at one time or another been
businessmen and remained sympathetic to business interests while serving in
public office. Some such as John Moors Cabot, Deputy Assistant Secretary
of State for InterAmerican Affairs during the Eisenhower administration
owned stock in companies (United Fruit) seeking U.S. action against foreign
governments, or had family members holding important positions in such
companies.2

Second, even analysts who do not subscribe to purely economic arguments
for intervention still contend that countries typically overthrow foreign gov-
ernments for strategic reasons, and thus hope to install a friendly leader
who will safeguard those interests (e.g., Fazal 2007; Downes 2013). In this
scenario, states carry out FIRC to gain influence over strategic territory,
establish or protect a regional sphere of influence, or eliminate a threat.
Whatever the particular reason, allowing a hostile government to come to
power after FIRC would defeat the purpose of intervention, and thus states
try to assure that any successor government will at a minimum adopt a
sympathetic attitude to their interests. This is usually accomplished by
empowering an autocrat, who — because he is unaccountable to his do-
mestic audience — can follow policies friendly to the intervener (Bueno de
Mesquita and Downs 2006). Although the number one priority of U.S. offi-
cials for post-FIRC governments in Latin America has been getting them to
reject foreign influence (European influence before World War II, Soviet in-
fluence during the Cold War), redressing the grievances of U.S. corporations
has historically been on the agenda as well.

This paper undertakes one of the first assessments of the effect of foreign-
imposed regime change on economic relations. Specifically, the paper exam-
ines the effect of U.S.led FIRCs in Latin America on bilateral trade between
the United States and the targeted country. We focus on Latin Amer-
ica because the many cultural, linguistic, and regional characteristics that
these countries share mean that countries that experienced U.S. FIRCs are
highly similar to those that did not, creating an excellent set of control cases
for comparison. Moreover, as noted above, U.S. FIRCs in Latin America
are frequently cited as archetypal examples of economically-driven interven-
tions. We focus on the United States for two reasons. First, it is the most
prolific user of FIRC in the post-Napoleonic era, having overthrown 31 lead-
ers starting with Nicaragua’s José Santos Zelaya in 1909 and ending with
Libya’s Moammar Qaddafi in 2011. Eighteen of the leaders toppled by the
United States presided over Latin American countries. Second, data on U.S.
trade with all of Latin America is available and acknowledged to be highly
accurate (Federico and Tena 1991). Our dataset, compiled from original
research at the U.S. Department of Commerce, contains data on imports,
exports, and total bilateral trade between the United States and all Latin
American countries from 1873 to the present.

2Cabot’s brother, Thomas Cabot, had served as president of United Fruit in 1948.
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The only study we know of that examines the effect of intervention on
international trade finds that CIA interventions in Latin America during the
Cold War resulted in increased imports from the United States afterwards
(Berger, Easterly, Nunn, and Satyanath 2012). It should be noted that the
CIA interventions included in that study consist not only of actions taken
to overthrow governments, but also to help maintain governments. The
study is also limited to the period between 1947 and 1989. By contrast, our
analysis finds that U.S. FIRCs significantly depress imports, exports, and
total trade between the United States and Latin American countries. Even
though we believe that by focusing on Latin America we have obtained a
sample in which the control cases closely approximate the counterfactual of
interest, we check whether our results are the result of some type of selection
process by subjecting them to matching and counterfactual analysis. The
negative effect of FIRC on bilateral trade persists after matching is per-
formed, although statistical significance is somewhat reduced.3 Finally, to
get at what trade between the United States and countries that experienced
regime change might have been like had regime change not occurred, we
employ counterfactual analysis. This type of analysis compares U.S. trade
with a country that experienced FIRC to trade with a counterfactual version
of the same country — constructed from other states in the region — that
did not experience FIRC. The results of this analysis confirm that FIRC
reduces trade in a majority of cases.4

The remainder of the paper unfolds as follows. First, we review the liter-
ature on foreign-imposed regime change in greater depth. We explain why
— based on the existing literature — we expect that U.S. FIRCs in Latin
America should increase trade between the United States and its target.
Second, we lay out the methodology we employ in the study. In the third
section we present the statistical results and then use matching and counter-
factual analysis to see if those results hold when countries that experienced
FIRC are compared only to very similar countries that did not. The fourth
section offers some potential explanations for the discrepancy between our
findings and our theoretical expectations (as well as the study by Berger et
al. 2012). The final section summarizes our findings and suggests avenues
for further research.

3Unfortunately, we are unable to test what is perhaps a theoretically more appropriate
dependent variable: the U.S.’s share of the target’s total trade. Because some U.S. inter-
ventions were undertaken to force targets to discontinue trading with other countries, the
absolute value of U.S. trade with the target may not be the best measure. American firms
might monopolize trade with the target after FIRC but the value of that trade may not
increase. This could still be regarded as a successful outcome. Unfortunately, the data
requirements to test this supposition are insurmountable: we would need to obtain data
from all Latin American countries on their trade with every country, not just the United
States. These data are unavailable.
4More precisely, the results show that trade between the United States and countries that
experienced regime change grew less than — or decreased more than — trade between
the United States and counterfactual versions of the same countries.
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2. Foreign-Imposed Regime Change: Definition and Literature

Foreign-imposed regime change (FIRC) is the forcible or coerced removal
of the effective leader of one state — which remains formally sovereign af-
terward — by the government of another state. While interveners typically
empower a new leader and sometimes impose a new set of institutions, all
that is required for a case to qualify as FIRC is if an external actor displaces
the political leader of the target state. In the majority of FIRCs, leaders are
removed by foreign troops, or by foreign troops assisted by domestic rebels.
Examples include the Tanzanian overthrow of Idi Amin in Uganda and the
Vietnamese ouster of Pol Pot in Cambodia. Sometimes — as in the case
of Costa Rica in 1919 or Haiti in 1994 — the threat of intervention or a
show of force is enough to prompt a leader to step down. In a handful of
cases, external actors use covert means to overthrow the targeted regime. In
such cases, the foreign government must make removing the target regime
its official (if not public) objective, and external actors or aid must play a
decisive role in toppling the leader. Examples include the removal of Iran’s
Mohammad Mossadeq in 1953 and Guatemala’s Jacobo Árbenz in 1954 by
the United States. To qualify as a case of FIRC, target states must be inde-
pendent before intervention and remain (at least nominally) so afterwards.
This requirement disqualifies governments imposed in the process of decol-
onization as well as instances of territorial annexation. FIRCs followed by
military occupations are included so long as the occupier does not annex
the target.

2.1. FIRC and Non-Economic Outcomes. The growing literature on
FIRC has thus far focused on its effects on international and civil conflict,
imposed leader survival, and democratization. First, Lo, Hashimoto and
Reiter (2008) study the effect of FIRC as an interstate war termination
strategy and find that peace lasts significantly longer after wars in which the
winner inflicts FIRC on the loser. The argument is that by putting friendly
leaders in charge — or by fundamentally transforming a country’s political
institutions — FIRC is able to change the targeted state’s preferences and
thus reduce the likelihood of further conflict between the two states.5 Regime
change thus appears to deliver strategic benefits, at least in terms of war
recurrence.6

Second, two studies find that FIRC increases the likelihood of civil war
in countries where it is carried out. Peic and Reiter (2011), for example, ar-
gue that FIRC contributes to the outbreak of civil war through its effect on
“state infrastructural power” and political institutions. FIRC alone, how-
ever, is insufficiently destabilizing to trigger rebellion; only when FIRC is

5Indeed, FIRC that also forcibly democratizes a defeated belligerent is a near-sufficient
condition for peaceful relations with the (presumably democratic) intervener.
6Whether FIRC improves interstate relations in ways other than avoiding further armed
conflict remains a topic for further research.
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coupled with defeat in an interstate war or significant change in political in-
stitutions does it weaken the state or create political openings for insurgency
to emerge. By contrast, Downes (2013) finds a direct effect of FIRC on civil
war. Downes differentiates among three types of FIRCs: those that restore
recently ousted leaders to power (restoration FIRC), those that place new
leaders in power but leave institutions untouched (leadership FIRC), and
those that put new leaders and institutions in place (institutional FIRC).
Only leadership FIRC is associated with an elevated risk of civil war, pri-
marily because it places dictators in power who are more responsive to the
intervener’s interests than the needs of their own people. Since they are
viewed as catering to the whims of foreign interests, such leaders are more
likely to generate grievances that can trigger rebellion.

Third, Downes (2012) finds that compared to leaders who take office via
regularized means of succession (usually elections), leaders who come to
power via FIRC are significantly more likely to be removed “irregularly,”
that is, in a violent manner. Downes again divides FIRC into three sub-
types —leadership, restoration, and institutional — which reveals substan-
tial differences in leader survival. Leaders who take power after leadership
FIRC, for example, are three times more likely than leaders who gain power
by normal means to experience irregular removal. Leaders empowered by
restoration or institutional FIRC, by contrast, do not face an elevated risk of
irregular removal compared to regularly-empowered leaders. Indeed, these
leaders are sixty percent less likely to be overthrown by force than leaders
who gain power irregularly, whereas rulers put in power by leadership FIRC
are just as likely as irregularly-installed leaders to be ousted in the same
way.

Finally, research shows that foreign-imposed regime change is not an ef-
fective tool for spreading democracy (Downes and Monten 2013).7 Democra-
cies enacted roughly half of all FIRCs in the twentieth century. On average,
these FIRCs had little effect on target democratization. This is an un-
surprising result once we learn that democratic interveners took concrete
actions to promote democratic institutions (particularly free-and-fair elec-
tions) in only about 30 percent of the cases. Even within that subset of
cases, however, interveners’ efforts tend to bear fruit only where target so-
cieties possess favorable preconditions for democracy, such as high levels
of economic development, ethnic homogeneity, or previous experience with
democratic rule.

2.2. FIRC and Trade: Historical Literature. Although few studies
have systematically tested the idea that FIRC has economic motives and

7This result is consistent with several other studies that find that military intervention has
little or no effect on democratization, e.g., Pickering and Peceny 2006; Bueno de Mesquita
and Downs 2006; Gleditsch, Christiansen, and Hegre 2007; Gates and Strand 2008. One
study even finds that U.S. interventions by the CIA decrease target levels of democracy
(Berger, Corvalan, Easterly, and Satyanath 2010).
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payoffs, this view is common in the historical literature, especially the liter-
ature on U.S. interventionism in Latin America. In his overview of regime
change operations by the United States in the twentieth century, for exam-
ple, Stephen Kinzer finds that economic motives underlie almost all such
U.S. interventions. Kinzer attributes U.S. hostility to Nicaraguan leader
José Santos Zelaya in 1909 to Secretary of State Philander Knox, a successful
corporate lawyer with extensive ties to big business. One of Knox’s former
clients was La Luz and Los Angeles Mining Company, a Philadelphia-based
firm owned by the Fletcher family that operated a gold-mining operation in
Nicaragua. Knox was friendly with the Fletchers, who apparently lobbied
him to get rid of Zelaya (Kinzer 2006, 64-65).8 Also contributing to Knox’s
hostility was Zelaya’s attempts to obtain loans from European rather than
American banks to finance a cross-country railroad. After the United States
helped topple Zelaya and his successor José Madriz, it imposed the Dawson
Agreements on Nicaragua, the terms of which included a multi-million dollar
loan from U.S. banks, guaranteed by U.S. control over Nicaraguan customs
receipts.9

In neighboring Honduras the next year, a private American businessman
— Sam “The Banana Man” Zemurray — got the regime change ball rolling
by hiring the mercenary Lee Christmas to overthrow Honduran President
Miguel Dávila and install former president Manuel Bonilla in his place. Ze-
murray operated an extensive banana-growing operation in Honduras and
resented Dávila’s attempts to make him pay taxes. Although not involved at
the outset, U.S. officials were sympathetic to Zemurray’s campaign because
of Honduras’s growing debt to European banks. Dávila resisted taking a
$30 million loan from J.P. Morgan to liquidate these European debts. As
Kinzer writes, “Officials in Washington were ambivalent when the Honduran
revolution broke out, but they soon concluded that its success would benefit
the United States . . . [Dávila’s] doubts about the Morgan loan confirmed his
lack of deference to American power. Bonilla, on the other hand, was eager
to lead Honduras into what would necessarily be a highly unequal partner-
ship with the United States. It was an easy call” (Kinzer 2006, 75). After
Bonilla took office, he thanked his patron Zemurray by giving him nearly
50,000 acres of land (Kinzer 2006, 76-77).

Economic considerations have also been postulated for U.S. regime changes
during the Cold War. There is no question, for example, that the fervent
British desire to overthrow Mohammed Mossadegh stemmed directly from
the Iranian Prime Minister’s nationalization of the country’s oil industry,
at the time owned and run by the Anglo-Iranian Oil Company. After the
British plot was discovered in the fall of 1952, London sought to convince

8One of the Fletcher brothers even worked in the State Department (Kinzer 2006, 64-65).
9The 1911 Knox-Castrillo treaty set the amount of the loan at $15 million. The U.S.
Senate actually rejected the treaty, so the U.S. government arranged for smaller loans to
Nicaragua in exchange for partial U.S. ownership of the National Railway (Gobat 2005,
81-82).
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the United States to undertake the coup on its behalf. The British met
with success only when Eisenhower replaced Truman in the White House,
and more importantly, when John Foster Dulles — a man with “two lifelong
obsessions: fighting Communism and protecting the rights of multinational
corporations” — became Secretary of State (Kinzer 2006, 122). After the
coup ousted Mossadegh and empowered the Shah, U.S. oil companies gained
a 40 percent share of the new National Iranian Oil Company.

Two cases most frequently mentioned as economically-driven U.S. inter-
ventions are Guatemala (1954) and Chile (1970-73). The main culprit in
Guatemala is argued to be the United Fruit Company (UFCO), the banana-
growing conglomerate run by none other than Sam Zemurray. UFCO grew
hostile to the Guatemalan government after the 1944 revolution brought
democracy to the country. The country’s first democratically-elected pres-
ident, Juan José Arevalo, instituted a new Labor code that guaranteed a
number of rights to workers, including the right to unionize and strike, pro-
tection against arbitrary termination, a 48-hour work week, and rules to
prevent the exploitation of female and adolescent workers. Things really
heated up after Arevalo’s successor Jacobo Árbenz introduced Decree 900,
which allowed the government to expropriate all uncultivated land on estates
larger than 672 acres, and land on estates between 224 and 672 acres that
were less than two-thirds cultivated. UFCO alone lost 386,901 of its 550,000
acres to expropriation by February 1954 (Schlesinger and Kinzer 1999, 76).10

UFCO thus had ample motive to seek regime change in Guatemala, and
scholars have documented the company’s influence in high U.S. government
circles. Both of the Dulles brothers, for example, had ties to UFCO via the
J. Henry Schroder Banking Corporation.11

John Moors Cabot, the Assistant Secretary of State for Inter-American
Affairs, was the brother of the former president of UFCO, Thomas Cabot,
and the family held stock in the company. Undersecretary of State Walter
Bedell Smith, unhappy about his move from CIA to State, was angling for
the presidency of UFCO during the Guatemalan affair. As two scholars
of the coup note, “many of the significant figures behind the Guatemalan
coup were intimately acquainted with high Fruit Company executives and
naturally favored their views over those of a Central American government
whose ‘Communism’ they publicly abhorred and about which they knew

10UFCO was particularly hard hit because it left the vast majority of its land uncultivated.
The government compensated all those who lost property with 3 percent bonds maturing
in 25 years, but only reimbursed the owners for the declared tax value of the land. UFCO,
like many other large landowners in Guatemala, radically undervalued its land so as to
avoid paying high taxes, and thus stood to get only about $1.1 million.
11John Foster Dulles, as mentioned above, was Eisenhower’s Secretary of State; his brother
Allen was Director of the CIA. Schroder was the financial adviser to the International
Railways of Central America (IRCA), owner of most of Guatemala’s rail lines. J.F. Dulles
negotiated the deal whereby UFCO took over IRCA in 1936. Allen Dulles served on the
board of directors of Schroder.
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little or nothing else” (Schlesinger and Kinzer 1999, 107). Ironically, how-
ever, UFCO suffered after the coup: the company was prosecuted by the
Justice Department for anti-trust violations stemming from its monopoly
of Guatemalan banana exports and eventually lost its land and railroad
holdings in Guatemala (Schlesinger and Kinzer 1999, 220-21, 229).

The case for the economic causes of the Nixon administration’s attempts
to unseat Chile’s Salvador Allende has been made most forcefully of late
by Lubna Qureshi (2009). Qureshi argues that there is no serious case to
be made for U.S. opposition to Allende on national security grounds. Why,
then, were Nixon and his National Security Adviser Henry Kissinger so fu-
rious about Allende’s victory in the 1970 presidential elections that within
days Nixon gave the CIA marching orders to prevent Allende’s ascension to
office by whatever means available? Qureshi contends that U.S. business in-
terests heavily influenced Nixon. The day before Nixon dictated his famous
orders to CIA director Richard Helms, his close friend Donald Kendall —
chief executive of Pepsico — visited him. Kendall implored Nixon to block
Allende’s inauguration. As Kendall informed Kissinger, “I will tell the Pres-
ident he cannot stand for a Cuba in his administration” (quoted in Qureshi
2009, 51).12 Nor was Pepsico the only threatened U.S. corporation that came
calling: a board member of International Telephone and Telegraph (ITT),
worried that Allende would nationalize Chitelco, its Chilean subsidiary, met
with Kissinger and offered $1 million to channel to Allende’s opponents
ahead of the presidential run-off (Qureshi 2009, 66-70).13 Company officials
also met with CIA officer William Broe to plan an economic blockade of
Chile. Representatives of Anaconda Copper similarly met with U.S. Am-
bassador to Chile Edward Korry to lobby against Allende (Qureshi 2009,
70-71). Although these efforts failed to prevent Allende from taking office,
Gen. Augusto Pinochet eventually overthrew Allende with U.S. encourage-
ment and assistance. Corporations expropriated under Allende — including
ITT, Anaconda, and Kennecott — were compensated by Pinochet’s govern-
ment for their losses (Kinzer 2006, 211).

In sum, many scholars claim that even U.S. Cold War regime changes
were economically motivated, driven primarily by the interests of U.S. cor-
porations. As Kinzer (2006, 216) concludes, “Directors of large corporations

were the first to wish Mohammed Mossadegh, Jacobo Árbenz, and Salvador
Allende overthrown. They persuaded leaders in Washington, who had some-
what different interests, to depose them. In each case, government stepped
in to lead a parade that had already formed for other reasons. Ideology

12The Pepsico executive feared losing his company’s Chilean bottling plant to expropria-
tion. Nixon’s law firm had represented Pepsico in the 1960s, and Kendall had donated to
Nixon’s various runs for office (Qureshi 2009, 51).
13That board member was John McCone, former director of the CIA (Kinzer 2006, 171).
Because Allende received only a plurality of votes in September 1970, the Chilean Congress
had to vote to confirm the winner. Chilean tradition was to confirm the candidate who
had won the largest share of the popular vote.
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and economic interest combined to drive the United States to intervention.”
More importantly for our purposes in this paper, scholars argue that most
U.S. regime changes have beneficial consequences for U.S. businesses. Al-
though this literature does not speak directly to trade, it does point to
specific gains captured by U.S. firms in the wake of regime change.

2.3. FIRC and Trade: Quantitative Literature. In contrast with the
historical literature, there are few quantitative studies that address the
economic outcomes of foreign-imposed regime change, or intervention in
general. One exception is Pickering and Kisangani’s (2006) study of the
consequences of foreign military intervention for democratization, economic
growth, and quality of life in developing countries. The study defines mili-
tary intervention as the “movement of regular troops or forces of one country
into the territory or territorial waters of another country, or forceful military
action by troops already stationed by one country inside another, in the con-
text of some political issue or dispute” (quoted in Pickering and Kisangani
2006, 367). Intervention is further divided into two types: hostile to, or
supportive of, the target government. The study finds that hostile interven-
tions may lead to positive economic growth whereas supportive interventions
seem to retard growth, but a glance at the key cases driving these results
shows that they are probably spurious.14 It also raises serious doubts that
intervention defined in this way is the most appropriate universe of cases for
studying the effect of external actors on economic outcomes.

The study by Berger et al. (2012) is the only one we are aware of that
examines intervention and trade. Specifically, the paper investigates the
effect of CIA interventions during the Cold War on imports from the United
States. The authors argue that the United States has greater influence in
countries where the CIA has helped to install a new government or is engaged
in propping up an existing government. This increased level of influence
results in the supported government shifting its source of imports away from
suppliers in other countries and towards firms based in the United States.
Empirically, the study finds that imports from the United States are roughly
28 percent greater (as a share of country GDP) in country-years coded
as having CIA intervention than those without intervention. Supporting
their political influence interpretation, Berger et al. find that the growth in
U.S. exports to countries experiencing intervention is located in sectors in
which U.S. firms were relatively uncompetitive. This finding suggests that
comparative advantage is not driving the shift in trade. Rather, the authors
hypothesize that uncompetitive firms lobby the U.S. government to use its

14One of the key cases responsible for the positive effect of hostile intervention, for example,
is China, which experienced two such interventions by Vietnam in the 1980s. These
interventions, of course, are hardly responsible for booming Chinese economic growth!
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enhanced influence in countries with CIA intervention to expand markets
for them.15

2.4. Summary and Hypotheses. To summarize this section, ample his-
torical literature testifies to economic motivations for, and economic benefits
from, U.S. regime changes. The only quantitative study to date supports this
view with evidence that CIA intervention results in increased U.S. exports
to targeted countries. From this, we derive our first testable hypotheses:

H1: Foreign-imposed regime change increases total trade between the United
States and the target country.

H2: Foreign-imposed regime change increases exports from the United States
to the target country.

It is an interesting question whether FIRC should also generate increased
imports into the United States from the target country. We argue that
in fact it should because targets of FIRC very often possess an important
commodity that makes the country of special interest in the first place. In
Central America, agricultural products — namely bananas — were of pri-
mary concern. In the Dominican Republic it was sugar, while in Chile it was
copper. Following FIRC, it is reasonable to expect that the United States
would become the preferred destination for these products, especially since
U.S. firms should have come to dominate the market if they did not already.

H3: Foreign-imposed regime change increases imports from the the target
country to the United States.

3. Research Design

3.1. Case Selection. There have been 111 leaders removed from power
by foreign-imposed regime change since 1821, 31 of them (in 28 separate
episodes) by the United States. In order to increase our leverage on the
impact of FIRC on bilateral trade, we focus on instances that occurred in
Latin America after 1873 and which were initiated by the United States.
We focus on FIRCs imposed by the United States for two reasons. First,
the last FIRC in Latin America that was imposed solely by a European
state occurred in 1863 when France overthrew President Benito Juárez of
Mexico.16 Adding additional cases of FIRC could skew our estimates by
introducing country-specific effects on bilateral trade. Second, it permits us

15It is important to note that Berger et al. do not argue that the United States will
import more from targets of intervention, only that these countries will receive more from
the United States.
16The French placed Austrian archduke Maximilian on the throne of the short-lived Empire
of Mexico.
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to control for methodological errors in the historical bilateral trade data-
gathering process. In particular, historical data from the United States is
generally regarded as some of the most accurate in the world (Federico and
Tena 1991). Any methodological errors, such as overestimates or underesti-
mates of the value of bilateral trade, apply to all of that country’s trading
partners.

We restrict the universe of cases to Latin America in order to control
for potential confounding variables via a quasi-experiment (King, Keohane,
and Verba 1994). Due to its cultural, linguistic, and geographic similar-
ities, limiting our analysis to Latin America controls for many alternative
explanations for variation in trade. We justify our assumption of unit homo-
geneity across Latin American countries for seven reasons. First, economists
commonly use the geographic distance between two states’ capital cities as a
proxy for their predisposition to trade (Egger and Pfaffermayr 2003; Mátyás
2001). Within Latin America, Washington is equally far from states that un-
derwent FIRC (Costa Rica, Guatemala) as it is from those that did not (El
Salvador, Belize). Second, the difficulty of shipping goods is another com-
monly used variable to explain variation in trade (Hummels 1999; Nordas, et
al. 2006). With the exception of Bolivia and Paraguay, every Latin Ameri-
can country has access to the sea, making it equally difficult to ship goods
between them and the United States. Third, sharing a common language
has also been found to promote trade (Frankel and Rose 2002; Mélitz 2008).
Except for Guyana, no other country in the region uses English as its pri-
mary language. This makes it equally difficult for American entrepreneurs
to conduct their business throughout the region. Fourth, sharing a reli-
gion has been shown to promote bilateral trade (Lewer and van den Berg
2007). Across Latin America, every country is majority Christian and only
Suriname and Guyana are not majority Catholic (CIA World Factbook).
Fifth, every country in Latin America was colonized by a European power
and most became independent within the same fifteen-year period.17 This
leaves American merchants with comparable levels of experience interacting
with these countries’ governments and citizens. These five features of Latin
American society allow us to control for many alternate explanations for
variations in bilateral trade and isolate the effect of FIRC.

Sixth, while Berger, Easterly, Nunn, and Satyanath (2012) argue that
American influence in the targeted country can influence trade outcomes,
the Monroe Doctrine and the United States’ commitment to the Western

17Almost all countries in Latin America (excluding the Caribbean) gained independence
between 1810 and 1822. This includes the Central American countries, which are erro-
neously coded by the Correlates of War project as entering the international system only
in the late 1800s or 1900. In truth, the Central American provinces became indepen-
dent from Spain in 1821. The five republics (excluding Panama, which was a province
of Colombia until 1903) briefly formed a confederation known as the United Provinces of
Central America before going their separate ways in 1838. Latecomers to independence in
the region that appear in our dataset include Cuba (1902), Guyana (1966), and Suriname
(1975).
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Hemisphere likely gives it a high level of influence in all countries in the
region. Finally, border changes have been uncommon in Latin America:
the last major change occurred when Paraguay acquired two-thirds of the
disputed Chaco territory from Bolivia in the Chaco War (1932-35). This
makes it possible to assume unit homogeneity across more than a century
of data. It also implies that increases in trade figures are the product of
domestic factors rather than territorial acquisition and conquest. In this
quasi-experiment, countries that have not undergone FIRC are used as the
control group, while the ten states whose governments were overthrown by
the United States since 1873 are the treatment group.18

3.2. Data. Although many articles published on similar topics rely upon
the Correlates of War Bilateral Trade Data Set (COWBT), it is inappro-
priate for our analysis for three reasons. First, COWBT excludes many
country-years when the state was under foreign occupation.19 There is thus
no data to analyze. Second, COWBT has substantial gaps in its data cover-
age. For instance, the earliest figure for trade between the United States and
Canada is 1920, nearly fifty years after the Department of Commerce started
publicly releasing such figures (Statistical Abstract of the United States).
Similarly missing data occurs throughout the dataset.20 Third, COWBT
relies upon inaccurate secondary sources for its historical trade data. Its
codebook, for example, indicates that most of its pre-1946 data come from
consular reports and almanacs. As an example, COWBT states that the
United States imported 1.75 million USD worth of goods from Haiti in 1886.
The value in the official statistical record of the United States, 2.6 million
USD, is nearly fifty percent larger (United States Statistical Abstract).

To address these concerns, we conducted archival research at the Depart-
ment of Commerce library in Washington, D.C., in order produce a novel
dataset on bilateral trade between the United States and Latin America
from 1873 to 2006. We report figures from the Statistical Abstracts of the
United States, which contain abundant data about all aspects of commer-
cial activities in the United States. Notably, the Abstracts also have values
for all missing country-years in the COWBT. Not every country enters the
dataset in 1873, as early versions of the Abstract grouped smaller countries
into regional units. Each country, therefore, enters the dataset either in

18These ten states experienced a total of fourteen FIRCs.
19Examples include the Dominican Republic from 1917 to 1923 and Haiti between 1916
and 1933.
20This gap and many others in COWBT stems from COW’s rules for when states are con-
sidered to have entered the international system. Most sources give the year of Canadian
independence as 1867, the year when Canada became a self-governing dominion. COW,
however, considers Canada to be independent only in 1920. This is because before 1920,
COW has two criteria for territorial entities to be considered states: (1) a population
that exceeds 500,000, and (2) having “diplomatic missions at or above the rank of chargé
d’affaires with Britain and France.” See http://www.correlatesofwar.org/. For a critique
of this criteria, see Fazal (2007).
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the year it became politically independent or the year the Abstract reports
non-conglomerated figures for it.21 We drop U.S. colonies from our analy-
sis because the metropolitan government could replace leaders that angered
the United States without the need for a FIRC. Once in the dataset, we
converted all values to 1996 U.S. dollars using the Federal Reserve Bank’s
consumer price index (CPI) (Federal Reserve Bank 2013).

4. Method of Estimation

We perform three tests of the impact of FIRC on bilateral trade between
the United States and Latin America.

4.1. Gravity Model. First, following previous research on the determi-
nants of bilateral trade, we run a linear gravity model using pooled data.
The gravity model of bilateral trade is commonly used in economics and po-
litical science to generate predicted values of bilateral trade within a trading
dyad. The most basic variables for a bilateral gravity model are the distance
between two states’ capital cities and the size of their respective gross do-
mestic products (GDP) and populations (Matyas 1997; Gowa and Mansfield
2004: 783784). The logic underpinning these assumptions is that GDP is
directly related to the value of trade, while distance and population are
inversely related (Gowa and Mansfield 2004: 784). Other scholars further
specify these basic assumptions by including additional independent vari-
ables to account for variation in the relationship of the trading dyad, such
as joint democracy and trading bloc membership.

We estimate the predicted values of total bilateral trade with the formula
given in Equation 1:

̂log TRADEij = β1 + β2 log GDPi + β3 log GDPj

+β4 log DISTANCEij + β5 FIRC + β6 TRADEBLOC + ε
(1)

The dependent variable in Equation 1, log TRADEij , is the natural loga-
rithm of the value of total bilateral trade between country i and country j
in year t. All figures in the United States Statistical Abstracts are listed in
non-adjusted dollar figures. In order to create comparable units of analysis,
we convert all figures to 1996 U.S. dollars using the consumer price index
(CPI) (Federal Reserve Bank 2013). Since our data set only covers trade be-
tween the United States and Latin America, country i is always the United
States while country j is the country with which it trades.

The independent variables in the model include GDP, distance, member-
ship in a trading bloc, joint democracy, and foreign-imposed regime change.
First, we include the natural logarithm of U.S. GDP (logGDPUSA) and

21For example, Nicaragua became independent from Spain in 1821 and from the United
Provinces of Central America in 1838. Prior to 1886, however, the Abstract reports the
value of its trade with the United States grouped together with all other Central American
states. Nicaragua therefore enters the dataset in 1886.
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country j (logGDPj) in year t, also given in 1996 USD. These figures were
generated by taking the GDP per capita figures from Boix (2008) and then
multiplying them by annual population figures from Maddison (2008).22 As
Boix’s dataset does not extend past 2000, we perform multiple imputa-
tion with Amelia in order to avoid listwise deletion of later years (King, et
al. 1998). After generating approximations of the missing values, we gen-
erate national GDP figures through the same process as before. Second,
logDISTANCEij is the natural logarithm of the number of kilometers be-
tween the two states’ capital cities. Third, Goldstein, Rivers, and Tomz
(2007) have shown that common membership in a trading bloc such as
GATT or the WTO can increase bilateral trade. After 1945, TRADEBLOC
takes a value of 1 when both the United States and country j belong to the
WTO or GATT and 0 when country j did not belong to either institution.
Fourth, we include a dummy variable denoting whether country j was a
democracy to capture the effects of joint democracy on trade (Mansfield,
Milner, and Rosendorff 2000).23

List 1. Cases of Foreign-Imposed Regime Change by the United States in
Latin America
Target Year Leader(s) Removed
Nicaragua 1909 José Santos Zelaya
Nicaragua 1910 José Madriz
Honduras 1911 Miguel Dávila
Dominican Republic 1912 Eladio Victoria
Mexico 1914 Victoriano Huerta
Dominican Republic 1914 José Bordas Valdez
Haiti 1915 Revolutionary Committee of Safety
Dominican Republic 1916 Francisco Henriquez

Costa Rica 1919
Federico Tinoco Granados, Juán Bautista
Quiros

Nicaragua 1926 Emiliano Chamorro

Guatemala 1954 Jacobo Árbenz, Carlos Enrique Diaz, Elfegio
Monzon

Chile 1973 Salvador Allende
Grenada 1983 Hudson Austin
Panama 1989 Manuel Noriega
Haiti 1994 Raoul Cédras

Finally, FIRC is a dichotomous variable that takes the value of one to
indicate that country j experienced a foreign-imposed regime change by the

22Boix provides data on GDP per capita extending back into the nineteenth century, some
of which was originally derived from Maddison’s work.
23Because the United States is always a democracy during this period, a dummy variable
for democracy in country j captures the effect of joint democracy.
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United States. As shown in Table 1, ten states in Latin America and the
Caribbean experienced a total of fifteen FIRCs. In two cases (Costa Rica
1919 and Guatemala 1954), the United States removed multiple leaders in
quick succession. These episodes are coded as single FIRCs in our data.

It is not clear how to code the duration of this variable. We argue, follow-
ing the historical literature and recent work on democracy and intervention,
that FIRC should be coded as one if the target country is a non-democracy,
and should continue to be coded one as long as it remains non-democratic.
The reason is that autocratic rulers are unencumbered by domestic opinion
in making policy, and thus can act to deliver benefits to the democratic inter-
vener, such as favorable trade policies (Bueno de Mesquita and Downs 2006).
Indeed, U.S. interventions in Latin America repeatedly empowered dictato-
rial strongmen eager to pay back the Americans who placed them in office.
Democratic leaders, by contrast, are more constrained by their domestic au-
dience and are less able to give U.S. businesses preferential treatment. If a
target of FIRC becomes democratic afterward, as Panama did in 1990, we
code FIRC as one only in the year that FIRC occurs, and zero thereafter.24

Two further issues merit discussion. Although the gravity model is com-
mon in the trade literature, its use of pooled data in standard linear regres-
sion could bias the results (Green, Kim, and Yoon 2001). To address this
concern, we reestimate our model using fixed effects. Unlike random effects,
a fixed effects model does not assume that the intercept of the regression
line (i.e. the constant) is the same across all cases (Green, Kim, and Yoon
2001, 443). In this particular instance, it is likely that each country has a
unique intercept that depends upon that country’s geography, urbanization,
industrialization, or any number of other factors. Thus, we estimate the
model using the same terms as before but also include αn, which represents
a set of unobserved fixed parameters for each of the N units in the sample:

̂log TRADEij = β1 + β2 log GDPi + β3 log GDPj

+β4 log DISTANCEij + β5 FIRC + β6 TRADEBLOC + αn + ε
(2)

A final issue is how to deal with Cuba. When Fidel Castro came to
power in 1959, Cuba was one of the United States’ largest trading partners
in the region, trailing only Venezuela and Mexico. In 1963, however, in
response to the Cuban Missile Crisis, President John F. Kennedy slapped
an embargo on trade with Cuba, instantly and artificially dropping the value
of trade between the United States and Cuba to zero. Despite some easing
of relations since the incapacitation of Fidel Castro, the embargo remains
in place. The effect of this outlier among countries that did not experience

24We code countries that receive a score of +6 or higher on the Polity index of democratic
institutions as a democracy. In our analysis, we rescale the index such that it varies
between 1 and 21 rather than 10 to +10. Democracies are thus countries with Polity
scores of 17 or higher.
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FIRC is to artificially inflate the FIRC coefficient.25 Indeed, when Cuba
is included in the analysis, FIRC has a positive and significant effect on
bilateral trade. Because U.S. trade with Cuba was artificially constrained
to zero for much of its history, as well as the status of this case as an extreme
outlier, we exclude Cuba from the analysis below.

4.2. Matching. The second method we use to analyze the effect of FIRC on
bilateral trade is matching. We argued above that restricting our analysis to
Latin America ensures that we have a highly comparable set of control cases.
However, it might be possible to obtain an even better set of control cases
by using matching. Matching algorithms select control cases that minimize
the average distance from the treated cases across whatever independent
variables the user specifies. In this application, we use FIRC as the treat-
ment variable and match on the other independent variables in the analysis,
including the GDP of both countries, distance, GATT/WTO membership,
as well as geographic size. We tried multiple types of matching; genetic and
nearest neighbor matching without replacement each greatly improved the
balance between treated and control cases (see below for balance statistics).
We ultimately selected the data produced by genetic matching because it re-
sulted in superior overall balance and greater improvement in five out of six
variables. To avoid post-treatment bias, matching was performed using only
the country-years in which FIRC occurred; later years for FIRC and non-
FIRC cases were taken from the larger dataset after matching.26 Moreover,
non-FIRC years from countries that experienced FIRC were dropped before
matching was performed to avoid matching cases of FIRC to other years
from the same country. Finally, because the matching procedure does not
produce perfect matches, we use regression analysis with control variables
rather than simple t-tests to estimate the effect of FIRC on trade.

4.3. Counterfactual Analysis. Finally, we employ counterfactual analy-
sis. The fundamental problem of causal inference is that analysts can never
observe the same unit both receiving the treatment and not receiving the
treatment, and thus cannot know what would have happened had that unit
not received the treatment (and vice-versa). Counterfactual analysis is a
statistical technique that uses a weighted average of nearby countries that
did not receive the treatment in question (in this case, FIRC) to create
the unobserved counterfactual that we would like to observe. In this ap-
plication, for countries that experience FIRC, we cannot observe the level
of trade with the United States those countries would have had if FIRC

25Although the United States occupied Cuba from 1898 to 1902 and 1906 to 1909, and
attempted on numerous occasions to assassinate Castro (particularly during the Kennedy
administration), it never overthrew a Cuban government.
26Specifically, for countries that both did and did not experience FIRC, all country years
following the country-year selected by matching were used for analysis. For Guatemala,
for example, the years added were from the year of FIRC (1954) through 2007, the last
year in the dataset.
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had not occurred. Counterfactual analysis will help us create counterfactual
Guatemalas and Dominican Republics, allowing us to compare the evolution
of U.S. trade with the real countries to the counterfactual ones that did not
suffer intervention.27

One benefit of this technique is that it allows the analyst to ignore eco-
nomic and time trends since, on average, these factors will impact all coun-
tries. As Figure 2 shows, trade with the United States has increased since
1873. Counterfactual analysis is especially useful in the situation we observe
here with an upward trending variable of interest. In a regression analysis,
it will be harder to distinguish an increase in trade owing to the passage
of time from an increase in trade caused by FIRC because the period af-
ter FIRC should, on average, already have higher trade due to time trends.
The counterfactual analysis allows us to determine if a country enjoys trade
that is higher or lower than what trade would have been without FIRC. For
instance, trade may increase after FIRC, but it may not increase as fast as
it would have absent FIRC. Counterfactual analysis can reveal these hidden
differences between actual and counterfactual.

Figure 1. Trends in Trade to the US, 1873 - 2007
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In order to implement counterfactual analysis to examine the impact of
FIRC on trade, we need to gather information not only on countries that
experience FIRC, but also countries that never experienced FIRC. Coun-
tries that never experience FIRC are used to create the counterfactuals.

27For a good example of counterfactual analysis, see Abadie and Gardazabeal (2003), who
use this method to estimate the impact of ETA terrorism in the Basque Country of Spain
on the local economy and FDI.
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Additionally, we must collect data from the periods before and after inter-
vention. Only Latin American countries that do not experience FIRC in our
time frame are used to create counterfactuals. The counterfactual is sup-
posed to represent outcomes a country would have experienced had it never
experienced FIRC. Therefore, allowing countries that experienced FIRC to
form the counterfactual would bias the results.

For each outcome, counterfactuals are created using the following format:

̂Intervened Outcomet =
∑

Countries in Region

Non-Intervened Outcometβ + εt

(3)

The outcomes of interest in the intervened country in each year pre-
intervention are recast as a weighted multiple of the outcome of interest
in other countries in the same region that never experienced an intervention
in each year pre-intervention. As an example, Guatemala experienced an
intervention in 1954. In order to create a counterfactual Guatemala, the
level of exports in Guatemala were regressed against the level of exports in
Brazil, Columbia, Peru, Venezuela, Ecuador, and Bolivia. The same calcu-
lation was also done for imports. For each FIRC examined, a counterfactual
country that was statistically identical to the FIRCed country pre-FIRC was
created.

5. Results

We report our statistical results in three parts. First, we discuss the
results using the gravity model of international trade. Second, we discuss
the results using the matched data. Finally, we discuss the results of the
counterfactual analysis. Figure 3, which shows bilateral trade between the
U.S. and countries that experienced FIRC in Latin America, provides an
initial clue that we are unlikely to find a powerful positive effect for FIRC,
since trade does not appear to result in any discernible uptick in trade.

5.1. Gravity Model. Table 1 reports the gravity model results. Models 1
and 2 do not use fixed effects, employing the pooled data estimation pro-
cedure that is common in the existing literature. Models 3 and 4 employ
fixed effects to control for unmeasured factors unique to each country. We
report results using two different measures of target country GDP. As can
be seen from looking at the table, it matters little for our variable of in-
terest which measure of GDP is included or whether we use pooled data
or fixed effects: the coefficient for FIRC is negative and significant in all
four models, indicating that — controlling for other factors — U.S. inter-
vention decreases bilateral trade with targeted countries compared to states
that do not experience FIRC. FIRC. For a country with an average level of
trade with the United States in our dataset ($494 million in 1996 USD), a
reduction of 0.44 (the FIRC coefficient in model 4) in the log of total trade
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Figure 2. Trade Ten Years Pre- and Post-FIRC

18
19

20
21

22
23

To
ta

l T
ra

de
, N

at
ur

al
 L

og

-10 -8 -6 -4 -2 2 4 6 8 10FIRC
Year

Chile Costa Rica
Dominican Republic Guatemala
Haiti Honduras
Mexico Nicaragua
Panama

represents a decrease of just under two percent. While this may seem like a
minor reduction, it translates into the loss of over $175 million in trade. Our
first test, therefore, offers evidence against the hypothesis that U.S. FIRCs
lead to greater amounts of trade between the United States and targeted
countries.

Of the other variables included in the models, the GDP of both the United
States and its trading partner significantly increase trade, in line with what
we would expect from the gravity model. Also consistent with the existing
literature, the coefficient for distance takes a negative sign, although it fails
to reach statistical significance. The big surprise, however, is the negative
and significant effect of joint membership in the world’s foremost multilateral
trading institution, the GATT/WTO.
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Table 1. The Effect of Foreign-Imposed Regime Change
(FIRC) on Total Bilateral Trade between the United

States and Latin America, 1873-2007

1 2 3
Fixed
Effects

4
Fixed
Effects

FIRC
-0.34***
(0.13)

-0.42***
(0.12)

-0.38**
(0.15)

-0.44***
(0.14)

TRADEBLOC
-0.43**
(0.20)

-0.42**
(0.19)

-0.42**
(0.20)

-0.41**
(0.19)

GDPj,inc
0.51**
(0.23)

-
0.42
(0.29)

-

GDPj,ycap -
0.51*
(0.26)

-
0.37
(0.39)

GDPUSA
0.74***
(0.31)

0.72*
(0.37)

0.84**
(0.37)

0.88*
(0.51)

DISTANCE
-0.65
(0.61)

-0.68
(0.52)

-

CONSTANT
1.89
(6.08)

2.64
(6.29)

-4.03
(3.62)

-3.97
(4.73)

ρ 0.40 0.68 0.62 0.64
Robust standard errors (clustered on each country) in
parentheses. * α = .1; ** α = .05; *** α = .01 (two-
tailed tests). Distance is dropped from the fixed
effect model because it does not vary.

What happens when we disaggregate total bilateral trade into imports and
exports? As the models in table 2 show, the negative effect of FIRC persists:
FIRC significantly reduces both U.S. exports to Latin America and imports
from countries south of the border. Interestingly, the magnitude of the effect
is larger for U.S. exports, precisely the type of trade that Berger et al. (2012)
contend stands to gain the most from U.S. intervention abroad. The United
States also imports less from countries where it topples governments. The
gravity model — whether using pooled data or fixed effects — thus also
contradicts hypotheses 2 and 3 in addition to hypothesis 1.
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Table 2. The Effect of Foreign-Imposed Regime
Change (FIRC) on U.S. Exports to Latin America

and Imports from Latin America, 1873-2007
1
Exports
Effects

2
Exports
Fixed
Effects

3
Imports

4
Imports
Fixed
Effects

FIRC
-0.68***
(0.31)

-0.80*
(0.39)

-0.24*
(0.13)

-0.26*
(0.15)

TRADEBLOC
-0.73*
(0.41)

-0.71*
(0.39)

-0.48***
(0.18)

-0.48**
(0.19)

GDPj,inc
0.12
(0.55)

-0.22
(0.76)

0.61***
(0.18)

0.56**
(0.23)

GDPUSA
1.30
(0.80)

1.66
(1.01)

0.69***
(0.26)

0.75**
(0.31)

DISTANCE
-0.26
(1.06)

-
-0.91*
(0.48)

CONSTANT
-8.39
(14.05)

-12.49
(9.42)

2.49
(4.68)

-5.43
(3.29)

ρ 0.29 0.68 0.38 0.51
Robust standard errors (clustered on each country) in
parentheses. * α = .1; ** α = .05; *** α = .01 (two-
tailed tests). Distance is dropped from the fixed
effect model because it does not vary.

5.2. Matching. The U.S. embargo on trade with Cuba poses problems for
matching. The issue is that Cuba is a very good match for several countries
that experience FIRC. When matching is performed with Cuba in the con-
trol group, the matching algorithm we used selected Cuba as a match for the
Dominican Republic, Honduras, and Nicaragua. This produced a tremen-
dously good improvement in balance between treated and control cases (98.5
percent) but keeping Cuba in the subsequent analysis — as argued above —
is bound to generate misleading results.28 This leaves us with two relatively
unappealing alternatives. First, we can use Cuba for matching, thereby ob-
taining great balance in the matched dataset, but then exclude it from the
post-matching analysis. Second, we can drop Cuba from the control cases

28Interestingly, although t-tests on the matched dataset including Cuba indicate that
that the FIRC countries traded significantly more with the United States than the control
countries, the multivariate analysis that includes the gravity model variables produced a
negative coefficient for FIRC with a very large standard error. This result is consistent
for imports, exports, and total trade.
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used for matching and obtain a dataset with inferior balance but retain all
the matched control cases in the analysis.

In the end we tried both, but in the interests of space we report only the
results of the analysis from which Cuba was excluded from the outset. Table
4 reports the balance statistics before and after matching, with measures of
how much balance improved in the process. As is evident from the table,
matching improved the overall propensity score — the probability that a
case receives the treatment given its values on the covariates — only 36
percent. Also inducing caution is the fact that only four countries are repre-
sented in the control group: Paraguay, El Salvador, Belize, and Venezuela.
On the other hand, matching did result in substantial improvement (over
80 percent) in four of the six variables, and the difference in means between
FIRC and non-FIRC cases is less than one-quarter of a standard deviation
for all variables, which is considered a good match (Ho et al. 2007). Al-
though greater improvement would have been desirable, overall balance is
adequate.

Table 3. Balance Statistics before and after Genetic Matching,
Cuba Excluded

Mean
Treated
pre-
match

Mean
control
pre-
match

Mean
control
post-
match

Difference
post
match

%
Im-
prove

Std.
Bias

Propensity
Score

0.14 0.01 0.06 0.09 36.73 -

Distance 8.05 8.56 8.12 -0.07 86.70 0.19
Areaj 11.65 13.29 11.97 -0.32 80.46 0.20

Populationj 7.50 8.40 7.40 0.10 89.17 0.07
Tradebloc 0.18 0.30 0.10 0.10 19.80 0.20
GDPj 14.98 16.30 15.00 -0.02 98.39 0.01

GDPUSA 21.05 21.26 21.25 -0.20 5.56 0.16

Table 4 displays the results of three regression models using the matched
data: one on total bilateral trade, a second on U.S. exports, and a third
on U.S. imports. The coefficient for FIRC is negative in each model but
is not significant in any of them. T-tests, however, show that on average,
trade between the United States and countries that experienced FIRC was
significantly less than its trade with countries where FIRC did not occur.
The average total trade with the United States of countries that experienced
FIRC ($893,663,622) was 42 percent lower than that of countries that did
not suffer FIRC ($1,533,854,983). Similar differences are evident for imports
and exports.29 When the gravity model variables are added, however, these
differences lose their statistical significance.

29U.S. exports to countries that experienced FIRC were 52 percent less on average than to
non-FIRC countries; the U.S. also imported 32 percent less from FIRC countries compared
to non-FIRC countries. Both differences are significant.
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Table 4. The Effect of Foreign-Imposed Regime
Change (FIRC) on Bilateral Trade, U.S. Exports,
and U.S. Imports, 1873-2006: Analysis of Matched
Data (Fixed Effects)

1
Total
Trade

2
Exports

3
Imports

FIRC
-0.16
(0.29)

-0.28
(0.42)

-0.17
(0.27)

TRADEBLOC
0.32**
(0.13)

0.50**
(0.17)

0.18
(0.12)

GDPj,inc
0.96***
(0.24)

0.96**
(0.39)

1.09***
(0.20)

GDPUSA
0.59**
(0.25)

0.61
(0.39)

0.74***
(0.22)

POPULATION
-0.79
(0.60)

-0.90
(0.95)

-1.22**
(0.50)

CONSTANT
-0.88
(3.04)

-1.62
(4.36)

-3.68
(2.84)

R2 0.60 0.42 0.43
Robust standard errors (clustered on each country)
in parentheses. * α = .1; ** α = .05; *** α = .01
(two-tailed tests)

The matched analysis suggests that the gravity model may have over-
estimated the negative effect of FIRC on U.S. trade with Latin America.
However, the matched results still contradict each of our three hypotheses:
FIRC does not increase U.S. bilateral trade with, exports to, or imports from
countries where it intervenes to overthrow governments. Matching is also
quite difficult to execute in our sample given the relatively small number
of control countries available. It is thus probably wise to view these results
with some skepticism.

5.3. Counterfactual Analysis. We examined imports, exports, and total
trade after FIRC until the country in question became a democracy or the
time series ended. As an example of how counterfactuals were created, con-
sider Chile, which experienced a FIRC by the United States in 1973 and
subsequently became a democracy fifteen years later. In order to create
a counterfactual Chile, trade (imports, exports, and log of total trade) in
Chile between 1873 and 1972 were regressed against the same trade vari-
ables in other Latin American countries that never experienced FIRC in the
same time period. The weighted multiple that created Chile’s counterfac-
tual included trade data from Brazil, Colombia, Uruguay, and Venezuela.
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Additionally, we took care to ensure that the countries used to create a
counterfactual had data available from the same time period as the country
of interest, in this case Chile.

Figure 3. Chile Pre-FIRC
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Figure 4 depicts the log of total trade in Chile and the counterfactual Chile
before 1973. The two lines trend together throughout the time period. The
counterfactual Chile explains just over 85 percent of the variation in Chilean
trade with the United States. The formula for creating the counterfactual
Chile can then be used to calculate what trade would be after 1973, if a
FIRC had not taken place. Figure 5 compares U.S. trade with Chile and
the Counterfactual Chile both before and after intervention. One can see
that after 1973, Chile and the Counterfactual Chile diverge. Trade with the
United States for the counterfactual Chile grows faster than in the actual
Chile. On average, trade is approximately 85 percent of what would have
been expected without a FIRC. A t-test shows that the difference between
the two Chiles is statistically significant.

The results of the counterfactual analysis for all U.S. FIRCs in Latin
America are summarized in Table 5. The designation “Country” denotes
that the country that experienced FIRC enjoyed higher levels of trade with
the United States than its counterfactual counterpart that did not experience
FIRC. By contrast, the designation “CF” signifies that the country that
experienced FIRC had lower levels of trade with the United States than it
would have had if it had not suffered FIRC.
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Figure 4. Chile Pre- and Post-FIRC
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Table 5. Results of Counterfactual Analysis for FIRC.
Country Year of FIRC Imports Exports Total Trade
Nicaragua 1909 Country Country Country
Honduras 1911 Same CF CF

Dominican
Republic

1911 Country Country Country

Mexico 1914 Country Country Country
Haiti 1915 CF CF CF

Costa Rica 1919 CF CF CF
Guatemala 1954 Same Country Country

Chile 1973 CF Same CF
Panama 1990 CF Same Same

Overall, foreign-imposed regime change worsens trade outcomes, but not
by a large margin. On average, 44 percent of FIRCs resulted in a permanent
decrease in exports to, and imports from, the United States. By contrast,
FIRC increased exports to the United States in only 33 percent of cases; the
figure is identical for U.S. imports. When trade is considered as a whole,
there are five cases (56 percent of the sample) where total trade with the
United States did not increase after FIRC. We also compared the magnitude
of the changes in imports and exports. For example, for imports from the
United States, in cases where the country that experienced FIRC increases
as a higher rate than its counterfactual, imports are 184 percent greater than
the counterfactual imports. In cases where the counterfactual increases at a
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higher rate, it is only 138 percent greater than the actual country. On aver-
age, therefore, the actual countries do better in terms of quantity of imports.
The situation is reversed for exports: the actual countries that increase are
72 percent greater than the counterfactuals, whereas the counterfactuals
that increase are 113 percent larger than the actual countries. These differ-
ence for imports and exports almost perfectly offset one another. In short,
FIRC decreased trade more often than it increased it, and there is almost
no difference in terms of the amount of trade between the real countries and
the counterfactuals.

6. Conclusion

Our study of the effect of foreign-imposed regime change by the United
States in its hemisphere on bilateral trade produced the surprising find-
ing that FIRC either reduces trade or at least does not increase it. The
interesting question, of course, is why this is the case. Several explana-
tions merit further investigation. First, although the argument that FIRC
is economically motivated is common in the historical literature, it is ac-
tually not well-supported empirically. U.S. policymakers more often voiced
broader strategic concerns than narrow economic ones (see, for example,
Grow 2008). To the extent that security concerns rather than economic
ones motivate U.S. policy, the imperative to obtain positive economic out-
comes from intervention lessens in importance. This is highlighted by the
fate of United Fruit after the 1954 FIRC in Guatemala, where the U.S. gov-
ernment actually prosecuted the company and broke its stranglehold on the
banana trade.

Second, the economic gains from FIRC may be firm or sector-specific
rather than beneficial for overall trade. Time and again the United States
intervened in Latin American countries and obtained redress for a particular
company or set of companies. While these firms enjoyed some benefits,
there appears to be little evidence that the United States sought a better
environment for trade in general. The overthrow of Allende in Chile, for
example, brought compensation for U.S. copper and telephone companies,
but was it good for trade for other U.S. firms?

Third, and more broadly, U.S. FIRCs may actually result in a setback
for target country economies. One can only wonder what might have hap-
pened to the Guatemalan economy if democratic rule had continued and the
country had been able to transition away from a commodity-based economy.
U.S. FIRCs often established conservative, upper-class elites in power who
oppose change and simply sought to maintain the status quo (and grow
wealthy from it). This may have retarded development in countries that
experienced FIRC. These and other potential explanations deserve further
exploration.
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