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Since the George W. Bush administration, the dom-
inant narrative among observers of United States
relations with Latin America® has been one of re-
treat and decline. This alleged decay is attributed to
either a lack of attention from the United States, or
alternatively to active—even treacherous—efforts
by other powers such as Brazil and China to push
the United States out of the region. As a result, U.S.
interests are described as suffering, and some por-
tray the region as falling into the hands of hostile
forces.> Among such critics, recent policy initia-
tives by the Obama administration on immigra-
tion and Cuba policy are greeted as welcome but
overdue and possibly fleeting signs of attention to a
neglected regional relationship.

Yet each of these pessimistic assessments underesti-
mates the present state of U.S.-Latin America rela-
tions. Latin America and the United States are deep-
ly intertwined demographically and economically.

Politically, the fact that recent U.S. administrations
have focused greater attention elsewhere in the
world is logical and smart—U.S. core interests in
Latin America are well protected relative to those
in conflict-ridden regions such as the Middle East
and Eastern Europe. Properly understood, the re-
lationship of the United States with Latin America
in its many manifestations remains deep and ade-
quate for the era in which we live. But the instru-
ments of effective U.S. influence have evolved, and
analysts err when they expect the United States to
exert its influence in outmoded—and quite pos-
sibly counterproductive—ways. Furthermore, the
old instruments were never as potent as some nos-
talgically imagine.

We take core U.S. interests in Latin America to
be: (1) progressive, resilient political democracies
with respect for human rights; (2) reasonably well-
managed, market-oriented economies open to
global trade and investment; (3) inter-state peace
among nations; and (4) the absence of credible
threats to the United States from international

! We would like to recognize the outstanding support that Ashley Miller and Anna Prusa provided during the editing of this policy brief. We would
also like to thank the external and internal peer reviewers for their thorough and thoughtful comments that greatly contributed to the paper. Any

errors and omissions are the responsibilities of the authors alone.

2 Unless otherwise noted, data and graphs on Latin America refer to the following 18 countries: Argentina, Belize, Bolivia, Brazil, Chile, Colombia,
Costa Rica, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay and Venezuela. Caribbean islands have
generally been excluded from the data presented due to inconsistencies in data availability.

* Stephen Johnson, “Balancing China’s Growing Influence in Latin America,” Heritage Foundation Backgrounder no. 1888, October 24, 2005, http://
www.heritage.org/research/reports/2005/10/balancing-chinas-growing-influence-in-latin-america; Peter Hakim, “Is Washington Losing Latin
America?;” Foreign Affairs, January/February 2006, http://www.foreignaffairs.com/articles/61372/peter-hakim/is-washington-losing-latin-america;

Wayne Smith, “Bush and the Waning U.S. Position in Latin America,” Center for International Policy, February 23, 2006, http://www.ciponline.org/
research/entry/waning-us-position-in-latin-america; Roger F. Noriega and José R. Cardenas, “The Mounting Hezbollah Threat in Latin America,”
Latin American Outlook no. 3, American Enterprise Institute, October 2011, http://www.aei.org/publication/the-mounting-hezbollah-threat-in-latin-
america/; and Christopher Sabatini, “Will Latin America Miss U.S. Hegemony?,” Journal of International Affairs 66, no. 2 (Spring-Summer 2013).
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terrorism or weapons of mass destruction. We de-
fine core interests as those conditions which en-
hance the safety and wellbeing of the United States
and which are universally applicable to U.S. foreign
relations.* Along these four indicators, U.S. core
interests have never been stronger—especially in
the two regional powers that account for nearly
two-thirds of Latin America’s population and gross
domestic product (GDP), Mexico and Brazil. This
is also true throughout much of the rest of South
America, the Caribbean and Central America.
While there has been some regression on democ-
racy, human rights or markets in a limited num-
ber of states, such backsliding remains the excep-
tion rather than the rule. In particularly troubled
polities, such as Argentina and Venezuela, we will
argue that the present turmoil is largely the prod-
uct of poor policy choices by governing elites and
an end to a decade-long commodity boom, rather
than emblematic of the state of U.S.-Latin Ameri-
can relations.

There are other desirable objectives that Latin Amer-
ican countries wish to achieve, such as greater social
inclusion and reductions in extraordinarily high
rates of violent crime, particularly in Central Amer-
ica and the Caribbean. These are goals that broadly
align with U.S. values. But we should be careful to
distinguish between core interests and values. When
Latin America addresses its own core interests, the
United States should certainly wish them well (and
consider assisting them when asked) should this
align with our values. But Latin America’s progress
on achieving its own interests should not be a mea-
sure of whether U.S. core interests are preserved.

Similarly, a mistake many observers of U.S.-Lat-
in American relations have made is to expect that
positive outcomes in the region on economic,

political, trade and international security matters
readily translate into a common agenda for joint
action in global and hemispheric affairs. Rather,
well-managed, stable, peaceful and successful Latin
American countries are by and large free to pursue
their own interests in the present global order. Hap-
pily, these interests often coincide with those of the
United States. But we should expect them to differ
frequently, given that Latin American and Caribbe-
an experiences—historical, political and geostrate-
gic—vary in many significant respects from those
of the United States. Similarly, we are often faced
with a lack of support for some of our global policies
by other generally friendly states, such as Canada,
France, Germany, India, Israel, Japan, Saudi Arabia,
South Africa and Turkey. In fact, if we look at indi-
cators such as voting in the United Nations General
Assembly, all major regions of the world have shown
increased independence from U.S. positions since
the end of the Cold War.’ Rather than expect that
the United States and Latin America will agree be-
cause they share democratic and market values, we
should instead look forward to U.S.-Latin American
relations that resemble those that the United States
enjoys with its other global allies and partners.

What are some of the key characteristics of a ma-
ture inter-state relationship in the 21* century? We
should not find it desirable for the United States to
employ leverage to manipulate the outcomes of the
democratic procedures of our allies and partners.
Rather, in recognizing long-term shared interests,
we should attempt to find areas to work together for
mutual gain. This means building multilateral insti-
tutions and rules, asserting and defending common
values and creating public goods. As with our allies
and partners in Europe and Asia, we should find
ways to confront global governance challenges by
working together with Latin America. And we can

* For an extended discussion of national interests, see Robert Ellsworth, Andrew Goodpaster and Rita Hauser, Co-Chairs, America’s National
Interests: A Report from The Commission on America’s National Interests, 2000 (Washington, DC: The Commission on America’s National

Interests, 2000).

® Erik Voeten, “Resisting the Lonely Superpower: Responses of States in the United Nations to U.S. Dominance,” The Journal of Politics 66, no. 3
(2004): 729-754. For an updated analysis, see Erik Voeten, “Data and Analyses of Voting in the UN General Assembly” (July 17, 2012), available

at SSRN: http://ssrn.com/abstract=2111149.
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hope that common initiatives, such as the Trans-Pa-
cific Partnership now being negotiated, will favor-
ably (but indirectly) alter the “behind-the-border”
political economy in our Latin American trade
partners to create broader constituencies for closer
relations. This is the type of relationship that U.S.
diplomacy should aim to produce across Latin
America.

LOOKING BACKWARD

Some who focus on the alleged loss of U.S. influ-
ence harken back to a bygone era when (they imag-
ine) the U.S. foreign policy arsenal held a panoply
of powerful instruments with which to bend the
will of relatively weak neighbors. The United States
never possessed the degree of leverage alleged by
some U.S. and many Latin American analysts.®
But the asymmetries of state power and capabili-
ties were wide enough to allow U.S. policymakers
to work their will—in concert with local allies—on
significant occasions.

U.S. leverage in Latin America was at an apogee
from the 1940s through the 1980s. During World
War II, the hemisphere mostly aligned with Wash-
ington in the struggle against the Axis powers, and
nations welcomed U.S. military installations on
their soils. Brazil sent an army division to fight in
the Italian campaign, and Mexico contributed an
air force unit. Latin America served as a major
source of commodities to fuel the Allied war effort.”
When the United States emerged victorious, Latin
America saw it as the overwhelming global and

regional hegemon. And when U.S. influence ap-
peared to be waning in the wake of the Cuban Rev-
olution in 1959, the Kennedy administration initi-
ated the Alliance for Progress, together with allies
in Latin America, as a large-scale, multi-pronged
program of bilateral and multilateral economic and
security assistance.?

During these heady decades, instruments of U.S.
policy included: (1) financial resources including
bilateral and multilateral assistance as positive in-
ducements when offered and negative sanctions
when withheld; (2) economic policy advice; (3)
security assistance including arms transfers and
military training, counternarcotics and other an-
ti-crime programs; (4) covert interventions to bol-
ster friends and in some cases overturn regimes;
(5) perceptions of the United States as the regional
hegemon, often of exaggerated proportions, which
enhanced leverage; and (6) overt military interven-
tion, employed exclusively in the smaller countries
in the Caribbean basin (the Dominican Republic in
1965, Grenada in 1983 and Panama in 1989).°

U.S. Economic Leverage

At the height of the Alliance for Progress, U.S. for-
eign assistance peaked at $5.2 billion in 1964 (in
constant 2011 US$), which amounted to 0.6 per-
cent of the region’s GDP and an even higher per-
centage in some of the smaller countries."” When
combined with flows from the international finan-
cial institutions (IFIs, such as the Inter-American
Development Bank (IDB), International Monetary

¢ For recent case studies on the leverage of the weaker state in inter-American relations, see Christopher Darnton, Rivalry and Alliance Politics in
Cold War Latin America (Baltimore: Johns Hopkins University Press, 2014); James F. Siekmeier, The Bolivian Revolution and the United States,
1952 to the Present (University Park: Pennsylvania State University Press, 2011); and Thomas Long, Convincing the Colossus: Latin America Faces

the United States (Cambridge University Press, forthcoming).

7 Thomas M. Leonard and John E Bratzel, eds., Latin America During World War II (Lanham, MD: Rowman & Littlefield, 2007).
8 Jeffrey Taffet, Foreign Aid as Foreign Policy: The Alliance for Progress in Latin America (New York: Routledge, 2012).
° Robert A. Pastor, Whirlpool: U.S. Foreign Policy Toward Latin America and the Caribbean, Princeton Studies in International History and Politics

(Princeton, NJ: Princeton University Press, 1992).

19 For purposes of data availability, U.S. economic assistance is measured as a percentage of Latin American gross domestic product (GDP) rather
than as a percentage of government expenditure. World Bank general government final consumption expenditure data is not available for Belize
and Panama prior to 1980 or for Paraguay prior to 1991. GDP makes a fair proxy because government expenditure has expanded proportionately
with GDP in many countries (i.e., government expenditure as a percentage of GDP has remained relatively stable). In some cases, expenditure
has increased faster than GDP, making U.S. economic assistance as a percentage of Latin American GDP a conservative estimate of U.S. economic
influence in the region. In 2012 when data is available for both measures, U.S. economic assistance to the region amounted to 0.13 percent of Latin
American government consumption expenditure, and 0.02 percent of Latin American GDP. With either measure, U.S. economic aid is negligible.
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Fund and World Bank), and coordinated by the
U.S. Treasury Department, the leverage could be
substantial."!

By the 1980s, U.S. bilateral assistance had already
declined to under 0.2 percent of the region’s GDP
(and today it is well under 0.1 percent). But the se-
vere debt crisis of the 1980s, which left many coun-
tries without foreign exchange reserves, caused the
region to turn to the IFIs—sometimes backed by
short-term but vital currency swaps from the U.S.
Treasury and Federal Reserve Board—for large-
scale capital injections and formal debt resched-
uling. As an influential member of the IFIs with
a substantial voting share, the United States had a
significant say in how the multilateral institutions
approached Latin America. Financial rescue pack-
ages were conditioned upon economic restructur-
ing programs that effectively dismantled the im-
port substitution industrialization (ISI) programs
inspired by Latin America’s experiences during the
Great Depression of the 1930s. In the 1990s, Latin
American capitals adopted the “Washington Con-
sensus” of macroeconomic stability (balanced fis-
cal budgets and restrained monetary policies) and
more open trade and investment regimes. To many,
it appeared as though Washington was taking ad-
vantage of Latin American weakness to impose
its will; however, the neoliberal economic reforms
were supported by many on the center and cen-
ter-right in Latin America who recognized that the
ISI strategies had run their course.”? They were in
turn implemented by enthusiastic Latin American
technocrats, often trained at leading U.S. graduate
schools.”

The Washington Consensus has since fallen out of
favor in Latin America, and the international com-
munity has learned that such far-reaching reforms
are best implemented with broad popular support
and when tailored to specific local contexts. Over the
past decade, competent central banks and finance
ministries have vastly improved macroeconomic
management across the region, and Latin America’s
economic performance has improved markedly. Far
from operating in the red and desperately seeking
external assistance, many Latin America countries
have accumulated handsome levels of reserves and
favorable balances of trade. There is nothing like
a comfortable portfolio of external assets to give a
country a sense of well-being and of relative autono-
my in international affairs.

U.S. Military Leverage

In the realm of military and political assistance, the
story is rather similar. As shown in Figure 1, the
United States programmed relatively large levels
of military training and arms sales toward Latin
America in the early post-World War II decades,
averaging $325 million per year over the period
1952-1960. Combined with a significant intelli-
gence presence (including the Central Intelligence
Agency and Defense Intelligence Agency), U.S.
embassies were generally well informed regarding
the attitudes and plans of senior military officers—
and often activated their networks to influence lo-
cal policy choices."

U.S. presidents on occasion ordered major covert
interventions which obtained their immediate

! Even then, events often escaped U.S. control and local elites evaded U.S. preferences, as described in Jerome Levinson and Juan De Onis, The

Alliance that Lost Its Way (Chicago: Quadrangle Books, 1970).

12 Sebastian Edwards, Crisis and Reform in Latin America: From Despair to Hope (Oxford: Published for the World Bank [by] Oxford University

Press, 1995).

13 Jorge Dominguez, ed., Technopols: Freeing Politics and Markets in Latin America in the 1990s (University Park: Pennsylvania State University
Press, 1997); and Veronica Montecinos and John Markoff, “From the Power of Economic Ideas to the Power of Economists,” in The Other Mirror:
Grand Theory Through the Lens of Latin America, eds. Miguel Angel Centeno and Fernando Lépez-Alves (Princeton, NJ: Princeton University

Press, 2001), 105-150.

!4 John Samuel Fitch, “The Political Impact of U.S. Military Aid to Latin America Institutional and Individual Effects,” Armed Forces & Society 5,

no. 3 (1979): 360-86.
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Figure 1: U.S. Provides Significant Military Assistance
to Latin America in Post-WWII Decades
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the potential threats to U.S.
interests posed by left-lean-

ing regimes and were blind
to the risks of “blow back.™'¢

Using Leverage to Support
Democratization

The administrations of Car-
ter and Clinton, as well as
the second Reagan admin-
istration, undertook a major
shift in U.S. policies to fa-
vor democracy and human

1955 1960 1965 1970

Source: U.S. Overseas Loans and Grants (Greenbook)

goals, but which generated long-term problems for
democracy and human rights, both in the target
country and throughout the broader region. Noto-
riously, the overthrow by the CIA of Jacobo Arbenz
in Guatemala in 1954 for daring to expropriate large
U.S. agricultural holdings contributed to decades of
bloody civil wars in that country. It arguably also
contributed to the decision by revolutionary Cuba
to turn to the Soviet Union for defense against the
anticipated U.S. challenge." The 1973 military coup
against Salvador Allende, which elated the Nixon
White House, engendered much ill-will throughout
the region, drove many on the left into closer align-
ment with Cuba and contributed to the anti-Amer-
ican mindset of generations of leftist politicians
across the region. The leadership of the present-day
ALBA coalition (Bolivarian Alliance for the Peoples
of Our America), suspicious of U.S. motives and
policies, has its ideological and political roots in the
backlash against U.S. support for military rule in
1970s. In retrospect, U.S. officials over-estimated

rights globally. In the South-
ern Cone, President Carter’s
early human rights poli-
cies had a positive effect on
saving lives and supporting democracy advocates
during the dark days of military dictatorships, even
as the entrenched military governments resisted
entreaties to relinquish power. U.S. policies on de-
mocracy and human rights made a contribution to
this region-wide democratization if for no other
reason than because authoritarian regimes could
no longer look to the presumed regional hegemon

1975 1980

for material and moral support.'” Thereafter, exam-
ples where the United States successfully supported
local efforts to re-establish or stabilize democratic
institutions are many, including Chile (1989), El Sal-
vador (early 1990s), Guatemala (1993), Dominican
Republic (1994), Paraguay (1996) and Peru (2000),
among others. In each of these cases, even though
local democratizers played the leading role in the
successful transition from military rule, the Unit-
ed States employed combinations of carrots and
sticks—often designed in close consultations with
local and regional allies—to support positive out-
comes.'®

1> Edward Gonzalez, “Castro’s Revolution, Cuban Communist Appeals, and the Soviet Response,” World Politics 21, no. 1 (1968): 39-68,

doi:10.2307/2009745.

!¢ Abraham F. Lowenthal, ed., Exporting Democracy: The United States and Latin America: Themes and Issues (Baltimore: Johns Hopkins University

Press, 1991).

17 Kathryn Sikkink, Mixed Signals: U.S. Human Rights Policy and Latin America (Ithaca, NY: Cornell University Press, 2007), 121-147.
'8 Jorge I. Dominguez and Michael Shifter, eds., Constructing Democratic Governance in Latin America, 4th ed. (Baltimore: John Hopkins

University Press, 2013).
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Decline of Traditional
Leverage

Today, the United States has
far fewer levers to pull. Bi-
lateral economic assistance
programs have declined
in real terms (adjusted for
inflation)—falling from a
peak of $5.2 billion in 1964
to $1.2 billion in 2012¥—
and particularly in relation
to the growth of the local
economies (Figure 2). If
leverage is defined in terms
of the ratio of foreign/do-
mestic resources, the de-
cline is precipitous: U.S.
economic assistance fell
from 0.61 percent of Latin
America’s GDP in 1965, to
0.19 percent in 1985 to 0.02
percent in 2011. Further-
more, most economic as-
sistance to the region is for
narcotics control (Figure
3), which has accounted
for, on average, 47 percent
of U.S. economic assistance
to Latin America since
2000.

Similarly, military assis-
tance today is negligible
in most countries (Fig-
ure 4). In Central Ameri-
can nations, U.S. military
aid—a mere $56 million

in 2012—accounted for less than 8 percent of do-
mestic military expenditures.” In all South Amer-
ican nations, U.S. military assistance makes up less

Figure 2: Falling U.S. Economic Assistance to Latin America
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Source: U.S. Overseas Loans and Grants (Greenbook) and World Bank World
Development Indicators

Figure 3: U.S. Economic Assistance to Latin America Declines
as Counternarcotics Share Grows

Billions of constant 2011 US$

o_

Billions of constant 2011 US$

1965 1970 1975 1980 1985 1990 1995 2000 2005 2010

Total economic assistance . Narcotics control

Source: U.S. Overseas Loans and Grants (Greenbook)

than 1 percent of domestic military expenditure.
This is a far cry from 1960 when U.S. military as-
sistance accounted for between 5 and 35 percent of

1 Of this $1.2 billion, $544 million was programed for Colombia and $298 million for Central America.

2 Belize is the exception in the region; using SIPRI estimates, U.S. military aid in 2012 ($5.7 million) amounted to 37 percent of domestic military
expenditure. Costa Rica and Panama are excluded from the table as they do not report any domestic military expenditure but did receive $4.5
million and $7.3 million in U.S. military aid, respectively.
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Figure 4: U.S. Military Aid as a Percent of
Domestic Military Expenditure in 2012

Nicaragua 7.75%
Guatemala 5.91%
Honduras 5.34%
El Salvador 3.63%
Mexico 1.31%
Colombia 0.86%
Paraguay 0.30%
Peru 0.27%
Ecuador 0.18%
Bolivia 0.06%
Uruguay 0.06%
Argentina 0.02%
Chile 0.02%
Brazil ~0.00%
Venezuela 0.00%

Source: Authors’ elaboration based on SIPRI Military
Expenditure Database and U.S. Overseas Loans and
Grants (Greenbook)

South American defense budgets.”’ While the U.S.
government does not publish data on the country
allocation of intelligence resources, it is reasonable
to assume intelligence capabilities (other than coun-
ternarcotics) are a pale reflection of those deployed
during the height of the Alliance for Progress,
particularly in light of competing demands for U.S.
attention from other crisis-wracked regions of the
world.

NEW REGIONAL STRENGTHS: POSITIVE,
NOT NEGATIVE, REALITIES

Much of the contemporary U.S. policy toward the
hemisphere has its roots in the 1990s. In the wake
of the end of the Cold War, the regional agenda

became crowded with new initiatives and institu-
tions: the Summit of the Americas, the Free Trade
Area of the Americas (FTAA), the Conference of
Defense Ministers of the Americas, a reoriented
Organization of American States (OAS) focused
on democracy promotion and a reinvigorated In-
ter-American Court of Human Rights. At its core,
this agenda was intended to consolidate and give
regional institutional weight to core U.S. interests
in the region, namely free elections, free markets,
free trade and cooperative security. In the wake of
the 9/11 attacks, the United States redoubled efforts
to secure regional cooperation on combating ter-
rorism and controlling the proliferation of weap-
ons of mass destruction.

Even if some specific initiatives have run aground,
such as the FTAA, or have been troubled, such as re-
cent Summits, the hemispheric agenda of the Unit-
ed States has by and large been achieved. In coun-
try after country, international and domestic actors
have aligned to produce the triumph of democracy
and sustainable market-based economies, leading a
wave of democratization and liberalization that has
swept the globe since the 1970s. The region experi-
enced its last (brief) interstate conflict between Ec-
uador and Peru in 1995, and the probability of war
in Latin America is vanishingly small, an astounding
achievement when compared to present troubles in
Europe, Asia and the Middle East. In addition, al-
though international terrorism and proliferation
have not vanished from the region, Latin America is
far better off than any other part of the world on this
security dimension.*

In contrast to 1980, democracy is now by and large
consolidated, with only a few exceptions of back-
sliding (shown in Figure 5),” and military coups

2! John Duncan Powell, “Military Assistance and Militarism in Latin America,” The Western Political Quarterly 18, no. 2 (Part 1) (1965): 385.
Country data for U.S. military aid as a percentage of the host defense budget in 1960 are as follows: Bolivia (35.1), Ecuador (22.3), Venezuela

(10.5), Colombia (6.7), Peru (5.9), Chile (5.1), Argentina (negligible).

22 Mark P. Sullivan and June S. Beittel, Latin America: Terrorism Issues, CRS Report for Congress (Washington, DC: Congressional Research

Service, 2014), http://fas.org/sgp/crs/terror/RS21049.pdf.

 Figure 5 is based on Polity IV’s democracy variable (DEMOC), which is an additive eleven-point scale (0-10). Scores above six are considered
democratic. DEMOC is derived from coding on the i) competitiveness of political participation, ii) openness and competitiveness of executive

recruitment and iii) constraints on the chief executive.
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Figure 5: Democracy Consolidation in Latin America
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Figure 6: Reserve Accumulation Takes Off in Brazil and Mexico
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budgeting and condition-
al cash transfer programs.
Civil society has flourished
across much of the region,
and there is a vibrant media
in many countries.

Across Latin America, we
have generally witnessed
stronger economic growth
and better macroeconom-
ic management during the
past decade than in the pre-
vious two. In the wake of the
1980s debt crisis, bouts of
hyperinflation and financial
crises in the 1990s, region-
al political and economic
leaders have been much
more cautious, accumulat-
ing substantial international
reserves and keeping close
watch on inflation. By 2011,
the nine largest economies
in Latin America had, on av-
erage, accumulated reserves
equivalent to 16 percent of
GDP* At the end of 2013,
Brazil was sitting on $376
billion and Mexico on $177
billion (Figure 6). Inflation
has fallen dramatically from
over 200 percent between
1990 and 1995 to an average
of six percent since 2010.%

have become increasingly rare. Latin American This improved macroeconomic management has

democracies have pioneered new forms of po- produced significant

reductions in poverty and

litical and social inclusion, such as participatory improvements in social inclusion. The size of the

 Guillermo Ortiz, “The Challenges to Achieving Sustainable Growth in Latin America,” in Think Tank 20: Growth, Convergence and Income
Distribution: The Road from the Brisbane G-20 Summit (Washington, DC: Brookings Institution, 2014), 129-37, http://www.brookings.edu/~/
media/Research/Files/Interactives/2014/thinktank20/chapters/tt20%20mexico%20growth%20challenges%20ortiz.pdf.

 Ibid.
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Figure 7: Sustained Income Improvements in the 2000s
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middle class in Latin America has also nearly
doubled since 2002, contributing to economic
growth and new demands for improved gover-
nance. Figure 77 illustrates the sustained GDP per
capita growth and poverty reduction beginning in
2003, which contrast with the income stagnation of
the 1980s and modest improvements of the 1990s.
Similarly, Figure 8 demonstrates consistent down-
ward trends in inequality in some of the region’s
largest economies.® While Latin America remains
the most unequal region of the world,” it is clear
that sound macroeconomic policies have contribut-
ed to improved social equity, either directly through
broad-based growth, or indirectly through enabling
states to finance targeted redistributive policies.

nancial support. For exam-
ple, in 2014 the Brazilian
economy slowed down but

2010

its external reserves are so
large that it does not need
to revert to the multilateral institutions for funds
or advice. Rather, international markets and com-
petitive pressures are tilting the internal debate in
Brazil toward more market-friendly policies, as
signaled by the recent appointments of a more or-
thodox finance minister, Joaquim Levy, and mar-
ket-oriented politicians to the agriculture and in-
dustry portfolios.

Latin America has also expanded its participation
in global trade and its range of trading partners. In
conjunction with a fall in average tariffs from 39
percent in 1985 to 10 percent in 2005, Latin Amer-
ica’s export volume quadrupled.” There is now a
broad array of free trade agreements in place across

% The middle class grew from approximately 104 million people in 2002 to 199 million people in 2010, accounting for 19 and 33 percent of the
population, respectively. The middle class is defined as those living on $10-50/day PPP. Michael Penfold and Guillermo Rodriguez Guzman, La
Creciente Pero Vulnerable Clase Media. Patrones de Expansion, Valores y Referencias, Politicas Publicas y Transformacion Productiva, no. 17 (CAF
Banco de Desarrollo de América Latina, 2014), http://scioteca.caf.com/handle/123456789/325.

7 Poverty measures are calculated for the region as defined by the United Nations Economic Commission for Latin America and the Caribbean
(UN ECLAC). Compared to the grouping of Latin American countries used for other regional data series in this paper, this includes Haiti and
the Dominican Republic and excludes Belize. The poverty rate refers to the percentage of the population falling below the national poverty line.
For methodological details, see Panorama Social de América Latina (Santiago, Chile: United Nations Economic Commission for Latin America
and the Caribbean, 2014), 68, http://www.cepal.org/en/publications/37626-social-panorama-latin-america-2014.

* Though part of the LAC-7 grouping, Colombia is excluded from this graph due to a lack of comparable data before 2003.

¥ Evridiki Tsounta and Anayochukwu I. Osueke, What Is Behind Latin America’s Declining Income Inequality?, IMF Working Paper (Washington,
DC: International Monetary Fund, 2014), 8, http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2480273.

3 Tariffs refer to most favored nation (MEN) status. Mitsuyo Ando, Antoni Estevadeordal, and Christian Volpe Martincus, Complements or
Substitutes? Preferential and Multilateral Trade Liberalization at the Sectoral Level, IDB Working Paper (Washington, DC: Inter-American
Development Bank, 2009), 20; and CEPALSTAT Base de Datos y Publicaciones Estadisticas, “Indices de volumen de comercio exterior”
(accessed November 20, 2014), estadisticas.cepal.org/cepalstat.
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Figure 8: Inequality Falls in the 2000s
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the region, not only among Latin American states
but also with China, Europe and the United States.
This tangible multi-polarity offers nations more
options for economic development and export-led
growth. For example, growing commodity exports
toward China during the 2000s (Figure 9) reflects
rising demand relative to traditional Latin Ameri-
can export markets such as Europe and the Unit-
ed States. Latin America’s diversified trade is not
the “fault” of U.S. policy inattention but rather a
reflection of structural shifts in the global econo-
my. For Latin America, this is a healthy develop-
ment because it reduces the risks of being tied to
the economic prospects of any one region of the

world; vulnerabilities of course remain, as South
America depends heavily on commodity exports
and Central America and Mexico are subject to the
ups and downs of the U.S. economy.

Inter-state peace in Latin America has become
the status quo. States in the region rarely milita-
rize disputes, and civil conflicts have declined as
well; Figure 10 plots civil and international con-
flicts as measured by magnitude scores that reflect
“societal-systemic impact”* According to Figure
10, the only nations currently plagued by major
episodes of civil violence are Colombia and Mex-
ico, both drug-fueled conflicts.*> Even though

3! For methodological details, see Monty G. Marshall, “Major Episodes of Political Violence (MEPV) and Conflict Regions, 1946-2013,” Center for

Systemic Peace, September 25, 2014, www.systemicpeace.org.

32 As shown, inter-state conflicts have been rare in the past five decades and the last such conflict ended in 1995. Domestic conflicts have been
much more prevalent, particularly in Central America during the 1980s.
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Figure 9: Latin America Diversifies its Trading Partners
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arguing cases at the Inter-
national Court of Justice in
The Hague rather than of
armies.” Latin America has
in place a nuclear-weap-
on-free zone, and the two
leading nuclear technolo-
gy powers, Argentina and
Brazil, have a longstanding
non-proliferation
tion, the Brazilian-Argen-
tine Agency for Account-
ing and Control of Nuclear
Materials (ABACC), that
monitors their mutual re-

institu-

jection of the pursuit of nu-
clear weapons.** While fears
about international terror-
ism in the region have occa-
sionally made headlines in
the United States post 9/11,
the last major incidents oc-
curred in 1992 and 1994
when Hezbollah agents at-
tacked the Israeli Embassy
and Jewish Cultural Center
in Buenos Aires. In its most
recent report on terrorism
in the region, the U.S. State
Department  maintained
that the majority of terror-
ist attacks in Latin America
were committed by the Rev-
olutionary Armed Forces of
Colombia (FARC). Howev-
er such tactics by transna-
tional criminal organiza-

most states in the region continue to share some
disputed borders, such sources of friction are by
and large the province of diplomats and lawyers

tions and insurgents in the hemisphere are largely
aimed at domestic audiences rather than linked to
international terrorist networks.*®

* Arturo C. Sotomayor Veldzquez, “jNos vemos en la Corte! El arreglo judicial de disputas en América Latina y sus implicaciones para el sistema

interamericano” Foreign Affairs: Latinoamérica 8, no. 3 (2008): 42-51.

* Esther D. Brimmer, “Is Brazil a ‘Responsible Stakeholder or a Naysayer?” The Washington Quarterly 37, no. 3 (2014): 139-141.
*U.S. Department of State, Country Reports on Terrorism 2013 (April 2014), http://www.state.gov/j/ct/rls/crt/2013/index.htm.
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The bottom line is that since the end of the Cold War,
Latin America has advanced far and fast along a num-
ber of political, security, economic and social dimen-
sions. It is impossible to untangle the relative weight
of the external and internal factors contributing to
this felicitous outcome, but it is safe to say that Lat-
in American countries have made themselves much
more democratic, peaceful and prosperous, and that
past instruments of U.S. influence, when smartly de-
ployed, have largely worked themselves out of a job.
These achievements are deeply compatible with long-
range core U.S. interests in regional peace, democracy
and human rights, market-based economies and free
trade. As such, a return to a mid-20™ century interven-
tionist foreign policy is neither feasible nor desirable.

PROBLEM COUNTRIES: MOSTLY NOT
OUR FAULT!

In spite of overall progress, there are a number of
countries in Latin America that still face significant
problems in terms of what we see as the four core U.S.
interests in the region. We group these countries into
two categories: (1) countries with self-inflicted poli-
cy wounds; and (2) countries where misguided U.S.
policy choices have contributed to negative outcomes.
Ultimately, a stronger and more autonomous Latin
America will be better positioned to take the lead
on finding solutions to address countries in the for-
mer category. The United States may or may not be-
come positively involved in the solutions developed
by countries in the first category, but we argue that it
should certainly focus attention on undoing areas in
which its policies have been counterproductive.

Latin American States Sometimes Make Poor
Policy Choices

Argentina and Venezuela, two of the most trou-
bled countries in the hemisphere today, present
particularly telling examples of how poor policies

choices by some in Latin America have undermined
prospects for democracy and economic growth even
in countries with abundant resources and wealth.

Since 1999, when President Hugo Chavez came
to power, Venezuela has been the beneficiary of a
remarkableboon of oil rents as the price of oil rose from
$11 per barrel to over $110 in 2012.% Since 95 percent
of export earnings are derived from the sale of petro-
leum owned by the state, the result was an unprece-
dented increase in government revenues. This fueled
a concentration of political power in the executive,
vast expansion of government spending, nationaliza-
tion of many domestic industries, and state controls
on currency flows, travel and imports of consumer
goods. These choices were made deliberately by Pres-
ident Chévez and his successor, Nicolds Maduro, in
the belief that a socialist economic model would best
improve the life of Venezuelas poor and working class
citizens. Initially, social inclusion improved and pov-
erty declined. But once national oil production began
to fall and oil prices dropped even faster, Venezuela’s
economy suffered from dramatic levels of scarcity, in-
flation over 60 percent in 2014 and a deepening reces-
sion.” As its popularity declines, the government has
progressively restricted political liberties, increased
government influence and ownership of the me-
dia and placed growing restrictions on civil society.
While President Maduro has blamed much on the
United States and recent targeted sanctions, in prac-
tice Venezuela’s present woes are predictable results of
fifteen years of classically populist—and unsustain-
able—policies that expanded government spending,
reduced revenues and investment, created massive
incentives for corruption and capital flight, and in-
creased reliance on imports. This has produced a
perfect storm as the commodity boom has ended and
state revenues are dropping precipitously.

Argentina has also run into economic troubles that are
largely a consequence of ill-conceived domestic policy

3 “U.S. FOB Costs of Venezuela Crude Oil,” U.S. Energy Information Administration, last modified February 2, 2015, http://www.eia.gov/dnav/

pet/hist/LeafHandler.ashx?n=pet&s=ive0000004&f=m.

%7 Ted Piccone and Harold Trinkunas, The Cuba-Venezuela Alliance: The Beginning of the End? (Washington, DC: Brookings Institution, 2014),

http://www.brookings.edu/~/media/research/files/papers/2014/06/16-cuba-venezuela-alliance-piccone-trinkunas/cubavenezuela-alliance-

piccone-trinkunas.pdf.
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choices and the end of the global commodity boom.
In the wake of a historic default in 2001, Argentina
underwent one of its most successful growth epi-
sodes in history. Under President Nestor Kirchner,
domestic demand-focused policies paired with a
growing international commodity boom produced
an average growth rate of 8.5 percent from mid-
2002 to mid-2008.”* However, efforts to tax rapid-
ly growing agricultural exports of soy, wheat and
sunflower seeds provoked strong resistance from
a powerful agricultural lobby, leading to unrest in
the streets and bitter partisanship in national pol-
itics.*” In contrast with Chile’s successful use of a
stabilization fund to manage booming rents from
copper production, the Argentine government
has been unable to balance the interests of the ag-
ricultural sector with a largely urban population.
As a result, financial windfalls of the commodity
boom were spent rather than saved, and growing
partisanship set the stage for poor economic and
political outcomes during the administrations that
followed. Under President Cristina Fernandez de
Kirchner, the negative impact of waning commodi-
ty prices compounded problematic macroeconom-
ic management. Surpluses have turned to deficits,
reserves have dwindled and inflation continues
to rise; frustration with corruption and crime has
sparked protests against the government. Though
government spending is at a 50-year high at 46 per-
cent of GDP, this has not translated into an effective
provision of public services or infrastructure in-
vestment.* Fernandez’s successor will be elected in
October 2015 and will inherit no small challenge in

adeptly navigating a more prosperous way forward.
However at least a partial correction of past policy
errors seems likely, if for no other reason than to
respond to tightening resource constraints, as rec-
ognized by each of the major presidential aspirants.

Counternarcotics: The United States Should Stop
Being Part of the Problem

As a counterpoint to self-destructive policies by Ar-
gentina and Venezuelas leaders, the 40-year long
“war on drugs” is an example of a U.S. policy that
has done more harm than good to our relations with
the region. Even when it made momentary advances
in reducing local production and shipments into the
United States, country recidivism was all too com-
mon. The so-called “balloon effect”—where tempo-
rary success in one country displaces trafficking to
more vulnerable states—reflects how unintended
consequences frequently erased apparent gains. The
United States has also been unwilling to address the
distressing collateral damage to national institutions
and civic culture, which in many cases pushed the
human costs of counternarcotics policies onto our
neighbors in the hemisphere.

But we should be clear that Latin America shares
responsibility for much of the criminal violence in
the region, drug-related or otherwise. In Argentina
and Brazil, for example, per capita rates of cocaine
consumption have been increasing steadily and at
least in Brazil, are approaching parity with those of
the United States.* Choices by Mexico and Central

3 Mario Damill, Roberto Frenkel, and Roxana Maurizio, Macroeconomic Policy for Full and Productive Employment and Decent Work for All:
An Analysis of the Argentine Experience, Employment Working Paper (Geneva: International Labour Organization, 2011), http://www.ilo.

org/wemsp5/groups/public/---ed _emp/---emp_policy/documents/publication/wecms 173147.pdf; and Roberto Frenkel and Martin Rapetti,
“Exchange Rate Regimes in the Major Latin American Countries Since the 1950s: Lessons from History,” Revista de Historia Econdmica, Journal
of Iberian and Latin American Economic History 30, no. 1 (2012): 157-88, doi:10.1017/5S0212610911000292.

* Ernesto Calvo and M. Victoria Murillo, “Argentina: The Persistence of Peronism,” Journal of Democracy 23, no. 2 (2012): 153-155.

4 Ernesto Talvi, Macroeconomic Vulnerabilities in an Uncertain World: One Region, Three Latin Americas, Latin America Macroeconomic Outlook:
A Global Perspective (Washington, DC: Brookings Institution, 2014), http://www.brookings.edu/~/media/research/files/reports/2014/09/latin-
america-macroeconomic-outlook-talvi/2014-esplamacro-web.pdf; and International Monetary Fund, “IMF World Economic Outlook Database;”

accessed January 16, 2015, http://data.okfn.org/data/core/imf-weo.

4 Data on Argentina is more difficult to collect, but the last Inter-American Drug Abuse Control Commission (CICAD) survey shows a similar
trend for this country. Renata Rigacci Abdalla et al., “Prevalence of Cocaine Use in Brazil: Data from the II Brazilian National Alcohol and Drugs
Survey (BNADS),” Addictive Behaviors 39, no. 1 (2014): 297 - 301, doi: http://dx.doi.org/10.1016/j.addbeh.2013.10.019; and Report on Drug Use
in the Americas 2011 (Washington, DC: CICAD Inter-American Observatory on Drugs, Organization of American States, 2011), http://www.

cicad.oas.org/oid/pubs/druguse in americas 2011 en.pdf.
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America to apply “mano dura” policies to fight
crime have contributed to rising levels of violence.
The United States cannot fundamentally reform
Latin American law enforcement or judicial and
prison systems, nor can it cure the endemic cor-
ruption that makes it so difficult for some countries
to undertake these reforms themselves. Ultimate-
ly, it requires elite commitment in each of these
countries to undertake the institutional, policy and
anti-corruption reform agenda that might make a
meaningful difference on drug-related criminal vi-
olence.

Consequently, the U.S. should focus on elements
that are under its control: (1) limiting the flow
of small arms toward the region, (2) crafting ev-
idence-based policies designed to reduce illegal
narcotics consumption and address public health
effects in the United States, and (3) using targeted
interdiction strategies designed to affect drug flows
in territories within our jurisdiction or on the high
seas. We can certainly assist Latin American states
with policy, judicial, and prison reform efforts, par-
ticularly in Mexico and Central America. But we
should acknowledge the need to rethink our coun-
ternarcotics policies so that we stop being part of
the problem.*

IMPLICATIONS FOR U.S.-LATIN AMERICA
RELATIONS

If many of our traditional instruments of influ-
ence are no longer effective or desirable, and U.S.
core interests in Latin America are largely secured,
then what does this imply for future U.S. policy
toward the Americas? We affirm that a regional
U.S. policy toward the Western Hemisphere still
makes good sense, organized around bolstering
our four core interests and regional institutions—
such as the IDB, OAS, and the periodic Sum-
mits of the Americas—that undergird them. But

beneath that broad umbrella, the United States
needs subsets of strategies well-tailored to specif-
ic national circumstances. We can identify at least
three groupings of states in the Americas, and each
group has its own implications for how we develop
U.S. foreign policy. The first is the wealthier states
characterized by sound macroeconomic policies
and vibrant democracies. The second is the smaller
developing states, principally in Central America
and the Caribbean, that face severe challenges on a
range of domestic issues such as criminal violence,
climate change and energy security. The third is
the states where domestic politics have brought to
power leaders that are not interested in cooperat-
ing with the United States.

The Prosperous Democracies

U.S. relations with the most prosperous and sta-
ble countries in the region (such as Brazil, Chile,
Colombia, Costa Rica, Mexico, Peru and Uruguay)
should focus largely on finding areas where posi-
tive change can be achieved through pooled efforts.
These countries are now upper-middle-income de-
mocracies, so the incentives we can deploy, such as
bilateral development assistance, are not available
on a scale that would prove influential. But there are
many areas for expanded collaboration on global
governance on issues such as climate change, pub-
lic health and international trade. These countries
have significant capabilities and can afford to make
meaningful contributions to the international or-
der. In addition, there are many areas where the
United States and Latin America have opportuni-
ties to achieve region-wide gains, such as in the ar-
eas of free trade, education, innovation, infrastruc-
ture development and energy security. In specific
relationships, such as the one between the United
States and Mexico or Central America, security co-
operation will remain important to address crimi-
nal violence and illicit cross-border networks.

2 Beau Kilmer, Greg Midgette, and Clinton W. Saloga, “United States” (paper prepared for the Improving Global Drug Policy project, Brookings

Institution, Washington, DC, October 2014).
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By far the largest economy in region, the United
States can afford to err on the side of generosity
in crafting agreements with the middle-income
countries designed to produce mutual gains. This
approach would accelerate the creation of a deep-
ening web of cooperation with the more stable de-
mocracies in the region, much as exists with our
closest partners and allies in the European Union
and East Asia.

The Fragile Caribbean Basin

On the other hand, the vast size and wealth of the
United States relative to Central America and the
Caribbean means that positive instruments of di-
plomacy, such as development assistance and ac-
cess to technical advice, can make a difference in
states with very difficult domestic problems. This is
particularly true for the most troubled states in the
region, such as the violence-plagued countries of
the Northern Triangle (EI Salvador, Guatemala and
Honduras) and Haiti, which is still recovering from
a massive earthquake in 2010. The United States
can provide positive incentives for change as well as
leadership to overcome collective action problems.
It has in fact experimented with this approach in
creative initiatives such as the Millennium Chal-
lenge Corporation (MCC). Programs designed
around transparent eligibility criteria, significant
targeted assistance and evidence-based policy ad-
vice and evaluation will attract governments in the
region committed to similar approaches. Govern-
ments dedicated to such progressive principles are
the most desirable partners for the United States,
and buy-in by local elites increases the prospects
for successful policy outcomes. Similar principles
could be applied in developing programs to foster
transitions to a sustainable energy matrix or securi-
ty sector reform. This approach provides countries
with tools and resources to achieve positive change
while acknowledging that governments in the re-
gion have greater autonomy and more options
when it comes to outside assistance.

We should also note the resiliency of many of these
societies in the face of serious challenges, and the

progress that has been made. In the English-speak-
ing Caribbean, social strains have not caused the
abandonment of democratic institutions. And in
Central America, groups on the right and the left
that once turned to violence to respond to politi-
cal and social challenges are now participating in
more consensual democratic procedures—with
occasional notable exceptions such as Honduras
in 2009. While economic growth has fallen short
of aspirations in some countries, social indicators
have continued to improve throughout most of the
Caribbean Basin.

Rejectionist Leaders

We should not be overly concerned that a small
number of states in the region are led by leaders
that are not in favor of working with the United
States. Here, our policy should be one of watchful
patience, monitoring for the emergence of con-
crete threats while domestic politics change in due
course. As we have shown throughout this paper,
the broad sweep of history in Latin America trends
steadily toward democracy and free markets. One
of the implications of democracy is that leaders
will occasionally come to power who, for reasons
of ideology or ambition, oppose the United States.
Yet in practice the threat such countries have
posed has been quite mild as these countries do
not have the capabilities to effectively damage core
U.S. interests in the region. Ecuador and Bolivia,
for example, have generally recognized constraints
imposed by the global economy and geo-political
realities, the rhetoric of their leaders notwithstand-
ing. Even Venezuela, which could temporarily af-
ford to ignore global economic constraints due to
vast oil wealth generated during the recent com-
modity boom, was not able to significantly reverse
the regional trend toward democracy, free markets
and free trade. Now that global oil prices have col-
lapsed and Venezuela is nearing bankruptcy, even
close allies such as Cuba are starting to tack closer
to the United States rather than risk the side-effects
of too close an association with a failing economy.
But when necessary, we should work with stronger
nations in the region through ad hoc coalitions to
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avoid violent breakdowns in troubled countries and
most urgently, to engineer a soft landing in Cuba.

Realistic Expectations

There are also outcomes we should not expect from
our relations with Latin America. We should not
expect that just because Latin American countries
have by and large become more democratic and
market-oriented that they will automatically agree
with us on foreign policy and global governance is-
sues. Greater macroeconomic stability, diversified
trade patterns and democratic politics naturally
translate into greater foreign policy autonomy. We
should especially not expect Latin America to join
in support of the more interventionist and con-
frontational aspects of U.S. global ambitions where
Latin America does not see its interests or domestic
politics as aligned with those of the United States.
For example, the Bush administration soured rela-
tions with Chile and Mexico when it pressed hard
for them to support the 2003 Iraq invasion. Be-
cause of their historical experience (with the Unit-
ed States, in large part), Latin American countries
are almost universally skeptical of policies that vi-
olate the sovereignty of states or are premised on
military intervention. Thus, we should partner
where we find consensus on common courses of
action and respectfully manage those areas where
we disagree.

This is particularly true of our relationship with Bra-
zil which, as an emerging power, brings its own set
of concerns to the table. In particular, Brazil seeks
to shape the global order to better accommodate
its interests, and as the seventh largest economy in
the world, it has become a relevant player in inter-
national forums. Some elements of Brazil's foreign
policy establishment are particularly critical of the
United States’ role in the world, but more broadly,
many feel that the United States has not sufficiently

acknowledged Brazil’s rise. The recent National Se-
curity Agency (NSA) espionage scandal particularly
damaged bilateral relations. Internationally, Brazil
has aligned with the BRICS, even the non-democrat-
ic ones such as China and Russia. In South America,
it has pursued a regional integration agenda; and in
competition with the United States and Mexico for
regional influence, it has created institutions that de-
liberately exclude North America.”

These divergences between the United States
and Brazil have two implications. First, they
underline that we cannot expect U.S. policies based
on a hemisphere-wide agenda to be fully successful
given Brazil’s current approach foreign policy. Sec-
ond, we should not pigeonhole Brazil as merely a
very large Latin American country, but should in-
stead think of it as another rising power seeking
both global and regional influence—alongside In-
dia, China, Russia and others—with possibly seri-
ous implications for the international order.

Assessing Extra-Hemispheric Risks

While vigilance is always in order, we do not see
reasons today for becoming unduly alarmed at the
role of outside powers in the region. Leaders from
Russia and Iran, the traditional specters that have
haunted U.S. threat scenarios, have visited the re-
gion during the past decade, and trade and arms
deals have been announced from time to time. How-
ever, cooperation with extra-regional actors has so
far led to more smoke than substance.** Even at the
height of their commodity-boom fueled wealth,
Russia and Iran’s actions were not able to produce
concrete effects on core U.S. security interests. The
falling price of oil will further diminish their ability
to influence the region.

As China has become wealthier and more devel-
oped, its state-owned and private investors have

* Harold Trinkunas, Brazil’s Rise: Seeking Influence on Global Governance (Washington, DC: The Brookings Institution, 2014), http://www.
brookings.edu/~/media/research/files/reports/2014/04/24-brazils-rise-trinkunas/trinkunas-brazils-rise.pdf.

4 Sullivan and Beittel, Latin America: Terrorism Issues.
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looked abroad for better returns on their capital.
Due to expanded trade ties, Latin America is a nat-
ural destination. Much of this investment is com-
mercially driven; where it is not, as in the case of
Venezuela, the Chinese are likely to learn the nega-
tive consequences of substituting political for mar-
ket criteria when selecting investment partners. It is
also unrealistic to expect U.S. overseas development
assistance budgets to match the level of state-owned
enterprise investments and government loans that
China can currently make available to the region.
But there is a manner in which Chinese influence
in the region is prejudicial to U.S. interests. Chinese
diplomats care little for democratic institutions and
Chinese investors too often are impervious to good
governance issues such as fiscal transparency, en-
vironmental stewardship and international labor
standards. The United States should therefore con-
tinue to work with U.S. firms, NGOs and interna-
tional institutions to persuade China to upgrade the
standards of behavior of its international investors,
and to persuade Latin American hosts that it is not
in their best interests to join in a competitive and
destructive race to the bottom.

Burnish the Image of the United States in Latin
America

There has always been a bedrock attraction for the
U.S. model in Latin America, as public opinion
polling data still supports*—and the United States
should do what it can to bolster that positive im-
age. Alas, an important threat to U.S. prestige in
the Americas today is our own dysfunctional do-
mestic politics. Partisan gridlock in Washington,
D.C. over vital issues such as health care and cli-
mate change, immigration and trade are hard for
many Latin Americans to grasp. The dark side of
U.S. counter-terrorism policy post-9/11 also dam-
aged Latin American perceptions of U.S. support
for human rights, and the highly unpopular Iraq
invasion, perceived in Latin America as an unwise
and illegal intervention in another developing coun-

try, further eroded U.S. standing in the region. The
decades-long U.S. policy of sanctions on Cuba has
been nearly universally rejected by Latin America.

The United States should do better in addressing
its domestic problems which have regional impli-
cations. Executive branch officials in both Republi-
can and Democratic administration have generally
grasped the correct answers: comprehensive immi-
gration reform, energy cooperation and expanded
commercial relations. However, the increasingly
fractured U.S. political structure—with its extreme
bureaucratic checks and balances in the interagen-
cy process and far too many veto points on Capitol
Hill and in the judiciary—has blocked or slowed
progress on each of these initiatives.

These domestic and foreign policy flaws detract
from U.S. prestige, and this is not something that
can be solved by “more attention” or better pub-
lic relations. Alas, it is not that “we have this great
story to tell, we just need to tell it better” For the
story itself has become somewhat less appealing in
the 21* century, which is a much deeper problem
than deficits in diplomacy. Many Latin Americans
know us too well and they see us for what we are,
not as we would like to appear to be. All the more
reason to address those elements at home that have
lessened the U.S. power of attraction, while recog-
nizing the positive trends in the region and build-
ing upon emerging opportunities to work together.

TOWARD A 21st CENTURY
INTER-AMERICAN RELATIONSHIP

Felicitously, in recent years, the United States has
moved toward a more mature relationship with the
states in the Americas. The Obama administration
has already begun addressing some of the major
irritants that have damaged U.S. prestige in recent
years and retarded improvement in U.S.-Latin
America relations, including immigration, freer
trade and U.S.-Cuba relations. At the same time,

% Laura Silliman, Bridging Inter-American Divides: Views of the U.S. Across the Americas, AmericasBarometro Insights (Nashville, TN: Vanderbilt

University, 2014).
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the end of the commodity export boom is likely
to take the economic wind out of the sails of some
of the loudest anti-American voices in the region,
and renew the focus of all commodity exporters
on macroeconomic stability and more sustain-
able economic development. Central America, the
Caribbean and Mexico, closely tied to the United
States by trade and investment, are likely to see
improved growth prospects as the U.S. economy
accelerates. Taken together, this signals that we are
at a potential turning point for relations between
the United States and the rest of the hemisphere, an
excellent time to take stock and look closely at the
effectiveness of existing policies.

The Obama administration’s dramatic shift in
policies toward Cuba illuminates the wisdom of
reconsidering long-held policies and beliefs. The
ruling Cuban Communist Party—the one remain-
ing holdout from the Cold War in the Americas—
recognized that its drive to modernize its economy
requires more normal and respectful relations with
the United States. Following the facts, as President
Obama put it, Cuba will likely be removed from the
list of state sponsors of terrorism (indeed, Cuba is
hosting the talks aimed at ending the decades-long
civil war in Colombia) and its security forces keep a
tight lid on criminal activities at home, which cre-
ates a hostile environment for international crim-
inal syndicates. As Cuba gradually evolves, can
anyone doubt that the economy will become more
open and market-oriented, something that would
benefit core U.S. interests?

Given the evolution of Latin America and of the
United States’ role in the region, we should frame
our policies as follows:

1. Target our policies toward Latin America
to focus on collaboration on global gover-
nance with the upper-middle income coun-
tries, technical assistance for the fragile
states of the Caribbean Basin, and watchful
patience with rejectionist leaders as we wait
for history to take its course.

2. Acknowledge the lack of a hemispheric
consensus on many issues and focus on ad-
hoc coalitions of partners. The Summit of
the Americas may survive as a platform for
building relationships and might occasion-
ally yield tangible accords, but we should
not expect it to produce a common com-
prehensive agenda.

3. Rethink and retarget our problematic coun-
ternarcotics policies, both to rebalance
away from their dominance in the assis-
tance agenda to Latin America and to focus
on dimensions of the problem that fall un-
der U.S. jurisdiction and control.

4. Extend the principle of evidence-based pro-
grams, systematically evaluated based on
transparent metrics, to other dimensions of
our economic and security assistance to the
region.

5. Manage the challenges posed by our re-
lationship with Brazil within a broader
framework designed to promote construc-
tive contributions by all rising powers to a
stable and peaceful international order.

6. Ensure that Chinas inevitable economic
presence in the region contributes positive-
ly to Latin America’s development without
eroding hard-won political and social gains.

The bottom line is that we should keep in mind a
few simple wisdoms for navigating this complex
age. We should acknowledge the heartening suc-
cesses of our policy toward Latin America over the
past three decades. But we must adapt our instru-
ments of diplomacy for the 21* century, focus on
core interests—democracy, markets, international
peace and an absence of terrorism or proliferation
—and address the crises of the moment from the
proper perspective. We should be mindful of ar-
eas where our highly polarized domestic politics
damage our image abroad, and seek out creative
compromises that also bolster inter-American re-
lations. Where real problems exist in the Americas,
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the United States needs to better understand the
underlying root causes; we should devote our en-
ergies to problems over which we may have some
positive impact and accept that many will be best
addressed by increasingly capable Latin American
states. Likewise, we should expect and encourage
Latin America to actively contribute to resolving

critical issues in global governance. In the hands
of diplomats with a firm grip on the true trends
dominating the Western Hemisphere, this positive
vision of future U.S.-Latin American relations is a
likely but no means certain outcome and U.S. poli-
cymakers should work toward transforming it into
reality.
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