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Although it is widely acknowledged that economic interests influence the politics of
trade policy, most research on international relations treats security issues differently.
The realist paradigm prevailing in the analysis of security issues subordinates eco-
nomic and other sources of domestic political conflict to the interests of the state as a
unitary actor in the international system. Do conflicting economic interests shape
foreign policy debate even when security issues are highly salient? I argue here that
they do. The early Cold War era was a time of intense bipolar rivalry when security
questions might have been expected to override all other concerns. I will present
evidence that, even during this period, major political actors’ positions on many
foreign policy issues relate to patterns of conflict among economic interests.

‘‘National Security’’ and Economic Interests

In most international relations theory, national security concerns involve the protec-
tion of unitary state interests, such as political sovereignty or territorial integrity,
from international threats. These interests arise from objective international condi-
tions and the state’s position within the international system. This view of national
security as the survival interests of the state drives Kenneth Waltz’s structural realist
theory and other influential accounts of the international system.1 Incentives for po-
litical action on security questions differ from those existing in other issue areas,
such as trade policy, because they involve the common interests of the society, remov-
ing the basis for distributive conflict. Opinions may vary on classic national security
issues because of individual tastes and idiosyncrasies, but there is no reason to expect
political conflict over it to be related to more enduring social cleavages.
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Although this understanding of national security may be a reasonable description
of security concerns in some cases, it is not universally applicable. For many great
powers, security concerns have ranged far beyond the survival interests of the state.
Powerful states with imperial ambitions have historically treated the preservation of
access to particular sites for trade and investment as vital national interests, securing
them with military means. Although this expansive ‘‘national security’’ policy cer-
tainly benefits some segments of the society, others may be unable to take advantage
of the investment opportunities it protects. Some industries may even have to com-
pete with goods imported from these protected areas. Despite potential domestic
disagreement over their desirability, the preservation of these economic interests has
sometimes been a critical goal of national security policy. Indeed, the overextension
of military power to protect imperial possessions, even when doing so has made
defense of the homeland more difficult, is a recurring theme in world history.2

In extending their foreign policy goals beyond securing the political sovereignty
and territorial integrity of the state, U.S. policymakers have followed the example of
many previous great powers. After World War II, American policymakers sought to
establish an international system open to U.S. trade and investment, one where Ameri-
can power would predominate. The major policy statements of the early Cold War
era acknowledge that these ambitious goals went well beyond merely coping with
the Soviet military threat to the United States. One of the most important policy
statements, NSC 68, noted that establishing a ‘‘healthy international community’’
was ‘‘a policy we would have to pursue even if there were no Soviet threat.’’3 Paul
Nitze, one of the principal authors of NSC 68, later recalled that when work on the
report began, ‘‘our prime concern had remained with the economic situation in Eu-
rope.’’4

In principle, policies aimed at protecting the basic political sovereignty and territo-
rial integrity of the state are distinguishable from those directed at potentially divi-
sive economic goals. Different political processes might exist side by side in these
two areas. In practice, however, policymakers often use the same programs to pursue
many goals. Economic and security concerns are often closely related. States give
economic aid to their allies for security reasons, and industries deploy arguments
about national security to gain trade protection. The recent work of Joanne Gowa,
presenting evidence that states take the security externalities of trade into account
when selecting their trading partners, underlines the difficulty of distinguishing be-
tween these two issue areas.5 Conversely, a particular military posture may be neces-
sary to establish and maintain the conditions necessary for certain kinds of invest-
ments.6

The analysis of conflict among firms and industries with competing interests offers
one way of explaining political conflict over national security policy when its objec-

2. See, for example, Kennedy 1987; Snyder 1991; and McKeown 1991.
3. Foreign Relations of the United States1950, I, 252.
4. Nitze 1980, 172.
5. Gowa 1994.
6. See Frieden 1994; and Gibbs 1990.
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tives are not consensual. Endogenous tariff theory links the position of various indus-
tries in the international economy to their demands for government policy. Assuming
that factors are relatively immobile between industries, Timothy McKeown, Robert
Baldwin, and others argue that conflict between export-oriented and import-compet-
ing sectors shapes the politics of trade.7 Of course, as Douglas Nelson points out, not
all endogenous tariff arguments assume factor immobility.8 Some, such as Stephen
Magee, William Brock, and Leslie Young treat conflict between the owners of differ-
ent factors as the basis for divergent preferences on trade protection.9 However,
given the evidence that political cleavages form along sectoral lines, at least in the
short run, a sector-based theoretical approach provides a reasonable starting point for
empirical research.10

Although sectoral differences in the benefits of tariffs are well known, related
conflicts extend to issues other than trade protection.11 To the extent that the benefits
of a foreign policy do not extend to everyone, those who do not expect to benefit
should oppose committing national resources to these goals. Not everyone shared the
Truman administration’s broad foreign policy goals or favored the range of related
economic and security policies these goals required. Patterns of political conflict
reflected the differences in the costs and benefits of these policies to different seg-
ments of American society. Two such differences are particularly important. First,
some firms and industries stood to benefit more than others from access to interna-
tional markets and sites for investment. Although efforts to secure the interests of
internationally oriented firms may not have directly harmed the interests of domesti-
cally oriented firms, economic interests that gained no clear benefits from these ef-
forts nevertheless had to bear their considerable costs. Second, conflict occurred over
the regional emphasis of the administration’s foreign policy. Faced with limited re-
sources, administration foreign-policymakers emphasized economic and security con-
cerns in developed areas, especially in Europe. Not everyone shared these priorities.

The early Cold War era offers a strong test of the argument that variation in the
benefits of security policies in powerful states may generate the same distributive
conflicts found in foreign economic policy. Of course, economic and security con-

7. See McKeown 1984; and Baldwin 1985.
8. Nelson 1988, 800–808.
9. Magee, Brock, and Young 1989.
10. Magee, Brock, and Young 1989, 101–10.
11. Sectoral conflict arguments are often used to explain foreign economic policy. Since James Kurth’s

seminal article on the topic, many other scholars have made related arguments about sectoral conflict; see
Kurth 1979. Ferguson and Frieden link interwar U.S. foreign economic policy to competing blocs of
capital-intensive, internationally oriented firms, and labor-intensive, domestically oriented industries; see
Ferguson 1984; and Frieden 1988. Gourevitch relates the policy responses to economic crises in the
United States and Western Europe to the coalitions among various industrial sectors; see Gourevitch 1986.
Many others, including Baldwin; Cassing, McKeown, and Ochs; and Milner have addressed the influence
of differently situated industries in the development of trade policy; see Baldwin 1985; Cassing, McKeown,
and Ochs 1986; and Milner 1988. Whereas most recent work on sectoral conflict has focused primarily on
foreign economic policy, some classic accounts of foreign policy link sectoral conflict to states’ broader
international orientation; see Hobson [1902] 1965, 46–63; and Kehr 1977. A few recent authors have also
applied the sectoral conflict approach more broadly; see Gibbs 1990; Snyder 1991; Nowell 1994; and Cox
1994.
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cerns were closely related in Cold War foreign policy. Its framers intended the Mar-
shall Plan to serve the security goal of rebuilding allies as well as the economic
purpose of reconstructing trading partners. Similarly, the rearmament program asso-
ciated with NSC 68 was intended to provide a source of dollars to cover the European
balance-of-payments deficit as well as to arm American allies against the Soviet
military threat. Despite the close relationship between these two policy areas, secu-
rity concerns have never been more prominent for the United States in the postwar
era than they were during the early Cold War period. If political actors’ national
security concerns override their ties to conflicting economic interests, it should be
evident during this time. In the remainder of this article, I will develop and test
hypotheses about the role of divergent interests in international trade and investment
in shaping political conflict over early Cold War foreign policy.

Economic Interests and Foreign Policy Preferences During
the Early Cold War Era

Many crucial beliefs about the appropriate world role of the United States underlying
Cold War foreign policy have become common assumptions during the last fifty
years. Given the prevalence of these beliefs, it is easy to forget that many basic
elements of Cold War foreign policy were controversial when first introduced. The
Cold War entailed much greater global activism and a correspondingly larger com-
mitment of resources to foreign policy than the United States had previously under-
taken during peacetime. As the title of Dean Acheson’s memoirs,Present at the
Creation, suggests, the framers of this new policy were well aware that they were
breaking with previous practice. Although few influential American political figures
argued for friendly relations with the Soviet Union, there was nevertheless intense
disagreement over the scope of postwar American commitments and the allocation of
the resources required to meet them. The viciousness of this debate reflected the
importance of the issues at stake. Those opposed to the Truman administration’s
foreign policy characterized both minor and important administration officials as
fundamentally out of touch with the American people, or even as traitors.12

Despite the intensity of the political struggle over foreign policy during the early
Cold War era, many historians pay relatively little attention to it. Some historical
works, including those of Melvyn Leffler and John Gaddis, assume a realist perspec-
tive, downplaying domestic political conflict and focusing instead on international
threats to perceived security interests.13 These interpretations attribute opposition to
the administration’s foreign policy to the misunderstanding of international condi-
tions or partisan opportunism. On the other hand, other historians, such as Michael
Hogan and Bruce Cumings, relate conflict over Cold War foreign policy to deeper

12. Concerning the significance of this debate and how it was resolved, see Fordham 1998. Regarding
the administration’s congressional opponents, see Doenecke 1979; Eden 1984, 1985; and Kepley 1988.

13. See Leffler 1992; and Gaddis 1982.
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cleavages within American society.14 These accounts reflect theoretical arguments
about conflict among firms and industries with different foreign policy interests.15

The conflict over early Cold War foreign policy resembles the commonly dis-
cussed antagonism between ‘‘internationalist’’ and ‘‘isolationist’’ perspectives on
American foreign policy. Because these categories are so well known, it is tempting
to label the Truman administration’s opponents ‘‘isolationists.’’This temptation should
be resisted for at least two reasons. First, some of the administration’s opponents
favored just as much international activism but placed greater stress on securing
access to less developed areas, especially in Asia. Second, because internationalists
ultimately prevailed, the term ‘‘isolationist’’ carries a normative stigma. When the
winners write history, their first concern is not with the selection of terms facilitating
even-handed analysis. The term ‘‘nationalist’’ is probably more descriptive and is
certainly less pejorative.16

Hogan, Cumings, and others point out the prevalence within the Truman adminis-
tration of policymakers linked to internationally oriented banks and multinational
enterprises located mainly in the Northeast. These policymakers sought to establish
and maintain an international economic order open to U.S. trade and investment,
especially in the industrialized countries of Western Europe and Japan. Preserving
access to Europe and Japan entailed not only a military commitment to prevent pos-
sible conquest or intimidation by the Soviet Union but also an effort to reconstruct
their devastated economies and cover their enormous balance-of-payments deficits.
U.S. policymakers feared this ‘‘dollar gap’’ would prompt European states either to
seek greater economic ties with eastern Europe and the Soviet Union or to construct
quasi-autarkic arrangements with their colonial empires, sharply limiting U.S. trade
and investment. After 1950, when economic aid to Europe was no longer politically
viable at home, American policymakers turned to military aid to accomplish the
same purposes. Concern about the reconstruction of the European and Japanese econo-
mies also drew the United States into defending their access to Third World markets
and sources of raw materials.17

While internationalists dominated policy making in the Truman administration,
many leading Republicans, such as Robert Taft, reflected the interests of other seg-
ments of the American political economy. Domestically oriented businesses were not
in a position to reap the benefits of international trade and investment and so had little
incentive to support the administration’s risky and expensive plans to ensure the
security of Western Europe and Japan. Lynn Eden and others have pointed out that
political leaders associated with these nationalist interests preferred less costly mili-

14. See Hogan 1987; and Cumings 1990.
15. Both Cumings and Hogan cite Ferguson’s work; see Cumings 1990, 18–19; and Hogan 1987,

10–11.
16. Concerning the use of ‘‘nationalists’’ and other terms, see Eden 1985; and Cumings 1990. Alterna-

tively, one might level the normative playing field by referring to the internationalists as ‘‘imperialists.’’
17. Concerning the connection between the balance-of-payments crisis and rearmament, see Block

1977, 1980. Concerning the extension of U.S. commitments to Third World economic ‘‘hinterlands’’ for
Western Europe and Japan, see Borden 1984; Rotter 1987; and McGlothlen 1993. For more thorough
reviews of this literature, see Cumings 1993; Eden 1993; Gaddis 1983; and Jones and Woods 1993.
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tary strategies based on the use of air power for continental defense.18 They opposed
the Marshall Plan and other foreign aid initiatives, as well as the stationing of Ameri-
can ground forces in Europe.

While some opposed the administration’s internationalist foreign policy because
of its costs and risks, others opposed it because it did not seek more extensive politi-
cal control of less developed areas, particularly in Asia. Cumings presents evidence
that some ‘‘expansionists’’ with ties to extractive mineral industries preferred a strat-
egy based on direct control of territory in less developed areas.19 This preference
makes sense in terms of their interests. As Jeffry Frieden points out, extractive indus-
tries have a greater incentive than other foreign direct investors to seek colonial
control of areas where they have extensive investments.20 After the decision not to
intervene in the Chinese civil war, it appeared that the administration’s foreign policy
would not secure these interests.

The debate over China policy had clear implications for investors in other less
developed areas. Conflict over U.S. policy toward these areas focused mainly on
Asia because access to this region was much more seriously threatened than access to
Africa or Latin America. The administration’s decision to avoid intervention in China
raised questions about its plans for other parts of the less developed world. Although
Latin America was a relatively safe location for U.S. investors, the political future of
the European colonies in Africa and Asia was in doubt by 1949. Investors in these
areas could not have been comfortable with the idea that the U.S. government would
do nothing to prevent the emergence of regimes that might confiscate their local
assets. Among the most important effects of the political outcry over China policy
was to make subsequent U.S. policymakers much more reluctant to permit commu-
nist gains in any less developed area, a tendency Fred Block aptly labels the ‘‘loss-of-
China complex.’’21

If the economic stakes were really so important for early Cold War politics, the
views of political leaders about both the overall benefits of internationalism and the
regional emphasis of U.S. foreign policy should reflect their ties to different interests
in international trade and investment. Comparing congressional voting patterns and
the available data on the economic structure of the United States in the late 1940s is a
good way to evaluate the influence of economic interests on foreign policy prefer-
ences. The implications of the Truman administration’s foreign policy for American
firms and industries involved in international trade or foreign investment suggest
some testable hypotheses.

Because the Truman administration intended to establish and maintain a relatively
open international trading system, commercial policy interests should influence atti-
tudes toward its foreign policy. The benefits of this new international order differed
for exporting and import-competing industries. Political leaders from states with a
large import-competing sector should be less likely to support the Truman adminis-

18. Eden 1984, 1985.
19. Cumings 1990, 23–24, 97–100.
20. Frieden 1994.
21. Block 1980, 54. For similar accounts of the significance of the ‘‘Who Lost China?’’ debate, see

Cumings 1990, 97–121; and Ellsberg 1972, 82–103; among others.
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tration’s foreign policy. Those from states with more export-oriented industries should
be more likely to favor it. The regional emphasis of the administration’s policy also
had implications for international traders. Firms that exported primarily to developed
countries, or to European markets, should influence their representatives in favor of
the administration’s policy. Those oriented toward Asian markets or less developed
countries should take the opposite position.

The administration also sought a favorable climate for American investment, con-
centrating its efforts on the developed states of Europe and Japan. Concern about the
future of U.S. investments in Europe not only fueled fears about potential Soviet
domination of the continent but also caused concern about the continuing European
balance-of-payments deficit with the United States. As Block points out, the NSC 68
rearmament program was intended to deal with both of these problems.22 Because
they may behave differently, I consider bank lending and direct investment sepa-
rately in the empirical analysis.

Differences over the general benefits of internationalism and the regional orienta-
tion of the Truman administration’s foreign policy affect the foreign policy interests
of U.S. banks. Political leaders from states where banks were especially active in
international lending, particularly to Europe, should be more likely to support the
administration’s foreign policy. On the other hand, the administration was frequently
criticized for failing to show as much concern about Asia, especially after the col-
lapse of the Nationalist regime in China. Political leaders from states where banks
lent more heavily to Asia should oppose the administration’s policy.

Of course, lenders and direct investors might simply respond to changing opportu-
nities in international markets rather than seeking to influence these opportunities by
political means. If so, there is no reason to expect any pattern of political influence
over foreign policy by banks and corporations with foreign investments. On the other
hand, not all banks are equally well positioned to take advantage of international
lending opportunities. Those with greater experience in international markets, exist-
ing business relationships overseas, and other advantages might seek government
action to secure international lending opportunities. The geographic concentration of
international financial activity in the United States during this period—evident in
Table 4, discussed later—supports the argument that some banks were simply more
internationally oriented than others. Similarly, not all areas of the world are equally
suited for direct investments by particular firms. The size of the local market, the
local endowment of natural resources, and other considerations may considerably
narrow the range of international opportunities available to some industries. Access
to regions where opportunities exist might be important enough to prompt political
action. This is particularly true for direct investors in less developed areas, who were
concentrated more heavily in extractive industries depending on local mineral re-
sources or agricultural conditions. In any event, whether or not lenders or direct
investors engaged in political action is an empirical question. If these firms are not
politically active, there should be no relationship between their geographic distribu-
tion and congressional voting patterns.

22. Block 1980.
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Finally, the Truman administration’s effort to establish an international system
open to U.S. trade and investment benefited firms with direct foreign investments
outside the Western Hemisphere. Although U.S. access to the Western Hemisphere
was not in danger during the early Cold War era, conditions in other areas of the
world were less certain. Political leaders from states home to many corporations
active outside the Western Hemisphere ought to support the administration’s foreign
policy more readily than those from states where foreign investment was less impor-
tant. The high costs and risks of the administration’s foreign policy probably boded
larger for domestically oriented firms that did not expect to benefit from its preserva-
tion of access to potential investment sites. The regional orientation of the adminis-
tration’s foreign policy is also relevant to the interests of direct foreign investors.
Because the administration’s commitment to preserving access to less developed
areas was in doubt after the fall of China, corporations with direct investments in
extractive industries in these areas should also oppose the administration’s foreign
policy and pass these concerns along to their political representatives.

Overall, Cold War foreign policy had different implications for exporters, import-
competing industries, banks with different levels of international lending, and
firms involved in different levels of direct foreign investment. Table 1 summarizes
the pattern of conflicting interests in trade and investment discussed here. Those with
a stake in the establishment and preservation of an international political and eco-
nomic order open to U.S. trade and investment, especially in Europe, should sup-
port the Truman administration’s foreign policy more than groups without such a
stake.

Two caveats apply to this argument about economic interests and foreign policy
preferences. First, the influence of economic interests on politicians’ policy prefer-
ences need not be attributed exclusively to campaign contributions from interested
groups and individuals. Although campaign finance is an important mechanism for
transmitting interests, the economic structure of their home states may influence
politicians in more subtle ways. For example, their state’s economy may decisively
shape the attitudes of those with whom politicians discuss the issues of the day and
form their ideas about ‘‘the national interest.’’ These ideas are likely to vary among
groups of people dependent on different types of economic activity. Elite conversa-
tions about foreign policy in Omaha probably sounded quite different from those in
New York. For present purposes, it is not necessary to specify all the ways economic
interests may shape politicians’ preferences, only to establish that this pattern of
influence existed.

Second, the empirical analysis presented here can consider only a few of the avenues
through which economic interests might influence foreign policy preferences. Pow-
erful interest groups can of course influence members of Congress outside their home
states. Furthermore, firms in a particular industry may not all have the same interests.
The firm-based data I use for the foreign investment variables may capture these
intra-industry differences, but the industry-based data I use for the trade variables
will not. In industries with few international interests, firms planning future interna-
tional activity might favor internationalism more than their existing investments sug-
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gest. The hypotheses developed here also do not consider the possible influence of
defense industries, which have a different stake in an internationalist foreign policy.
Although there are many other ways economic interests might influence policy pref-
erences, they do not invalidate the empirical analysis presented here. These compli-
cating factors should bias the empirical tests presented hereagainstfinding any sig-
nificant influence by economic interests. The models presented here offer only a rough
test of the role of economic interests, but, nevertheless, it is a very demanding test.

Additional Influences on Foreign Policy Preferences

Even on clearly economic issues, foreign policy preferences are not simply a func-
tion of economic interests. Noneconomic factors also influence political actors’ for-
eign policy outlooks. A substantial body of research contends that ideology influ-
ences congressional voting patterns on foreign policy and many other issues.23 During

23. See, for example, Clausen 1973; Clausen and Van Horn 1977; Schneider 1979; Poole and Rosen-
thal 1985, 1991; McCormick and Wittkopf 1992; and Hinich and Munger 1994.

TABLE 1. Hypotheses on economic interests and Cold War foreign policy

Type of international
economic activity

Differences over benefits of
international order open to U.S.

trade and investment
Differences over stress on developed

countries of Europe and Japan

Trade Export sector should favor
administration policy

Import-competing sector should
oppose administration policy

Exporters relying mainly on
developed country markets should
favor administration policya

Exporters relying mainly on Asian
markets should oppose
administration policya

Portfolio investment Banks with relatively high
proportion of international lending
should favor administration policy

Banks with relatively low proportion
of international lending should
oppose administration policy

International lenders to Europe
should favor administration policy

International lenders to Asia should
oppose administration policy

Direct investment Direct investors outside Western
Hemisphere should favor
administration policy

Firms with no direct investments
outside the Western Hemisphere
should oppose administration
policy

Firms with direct investments in
Europe and Japan should favor
administration policy

Firms with direct investments in
Third World extractive industries
should oppose administration
policy

aThese hypotheses are included for the sake of completeness, although the available data do not allow
them to be tested here.
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the early Cold War era, liberals tended to favor the Truman administration’s interna-
tionalist foreign policy, whereas conservatives tended to oppose it.24Although ideol-
ogy reflects the influence of economic interests, sincerely held ideological beliefs
probably diverge from the interests that back them on some issues. For example,
some firms and industries that supported conservative positions on domestic issues
might have differed from most conservatives regarding foreign policy during the
early Cold War era. Including ideological variables in the empirical analysis repre-
sents a cautious theoretical approach and a tougher empirical test for the influence of
economic interests. If ideology independently influences foreign policy preferences,
it should be included as a control variable. On the other hand, if ideology is essen-
tially a rationalization for economic interests, its inclusion will biasagainstfinding
any influence by economic interests.

Caution also warrants a separate consideration of the role of region in shaping
foreign policy preferences. Most of the literature on foreign policy treats region as a
proxy for economic structure.25 This approach makes sense because regions differ in
economically important ways, such as climate, soil quality, prevailing wages and
labor practices, and the presence or absence of barriers to international markets.
Although variations in economic structure account for many regional differences,
region may still independently influence political outlooks. American institutions
define congressional constituencies in regional terms, making them more politically
salient than other societal cleavages. Since regional issues unite their constituencies,
members of Congress may find them particularly attractive. Furthermore, regional
political cultures change more slowly than the regional economy. When economic
change occurs rapidly, as it did during the immediate postwar era, this lag effect may
be even more important.

During the early Cold War era, region influenced foreign policy preferences in
several ways. First, there was more opposition to the administration’s foreign policy
in the Midwest and Mountain West than in other parts of the country. As many
accounts of American isolationism have noted, the political culture of these states, as
well as their relative geographic isolation from international markets, encouraged a
skeptical view of foreign entanglements.26 Second, southern members of Congress—
all of whom were Democrats in the late 1940s and early 1950s—supported the
administration’s foreign policy less than other Democrats did. This tendency repre-
sents a division within the Democratic party rather than simply a regional effect.
Southern Democrats were more conservative than their Northern copartisans on most
issues.

24. For a discussion of the foreign policy outlooks of liberals during the early Cold War era, see Hamby
1973; and McAuliffe 1978. For a discussion of the outlook of conservatives, see Doenecke 1979; Eden
1984, 1985; and Cumings 1990, esp. 79–121.

25. See, for example, Bensel 1984; Eden 1985; Agnew 1987; Trubowitz 1992; and Trubowitz and
Roberts 1992.

26. See, for example, Trubowitz 1992; Eden 1985; and many older accounts such as Rieselbach 1966;
and Smuckler 1953.
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Whereas ideology and region represent competing influences on foreign policy
preferences, political party complements economic interests. The literature stressing
the role of economic interests generally recognizes the mediating influence of
political parties in organizing these interests and linking them to concrete poli-
tical action. James Kurth notes that competition between coalitions of different
industries will determine foreign economic policy when a single industry does not
dominate the national economy.27 Thomas Ferguson and Jeffry Frieden both stress
the role of political parties in organizing these competing blocks of industries.28

Viewing party as a competing explanation for foreign policy preferences is a mis-
take. It is a crucial part of the way economic interests influence foreign policy prefer-
ences.

Treating parties as coalitions of economic interests has practical implications for
the empirical analysis of these interests. Particular firms and industries may strongly
influence politicians in one party but have much less influence outside that party.
Politicians’ responsiveness to particular interests may depend as much on their party
affiliation as on the economic structure of their home states. Variations in the influ-
ence of particular firms and industries in different parties help explain the empirical
evidence that political candidates do not always converge toward the position of the
median voter.29 If a state contains sharply conflicting interests seeking incompatible
policies, politicians would have difficulty securing the support of all major interests
in any event. They may simply adopt a position favoring interests associated with
their own party instead of moving toward the middle.

The requirements of maintaining party unity may also lead members to positions
antagonistic to major interests in their own states on some issues. Parties encompass
interests on many different foreign and domestic policy issues, and the positions of
all its members are unlikely to coincide on all policy questions. Compromises are
necessary to preserve the coalition. Richard Bensel, for example, offers evidence that
southern support for the liberal programs enacted by the Democratic party during the
New Deal era depended on the toleration of racist southern institutions by the north-
ern wing of the party.30

Overall, any model of the economic sources of foreign policy preferences should
consider the influence of such factors as ideology, region, and, above all, party. Even
if ideology and region can largely be reduced to economic structure, they may still
have independent effects on foreign policy preferences. Including them in the model
is the most cautious approach. Political parties, on the other hand, mediate the influ-
ence of economic interests, orienting their members toward the influence of some
firms and interests and away from others. Their effects complement the influence of
economic interests.

27. Kurth 1979, 33.
28. See Ferguson 1984, 1995; and Frieden 1988.
29. See Rabinowitz 1978; and Poole and Rosenthal 1984. Other theories that account for the ‘‘empty

center’’ include Rabinowitz and MacDonald 1989; and Hinich and Munger 1994, esp. 77–79.
30. Bensel 1984, 175–76, 222–55.
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Modeling Foreign Policy Preferences

The influence of economic interests and other variables on foreign policy preferences
during the early Cold War era will be tested in the model that follows. The operation-
alization of the major variables requires some explanation. Table 2 presents descrip-
tive statistics on the variables used here.

V 5 f (E1, E2, E3, P, I, R)

V is the proportion of votes each senator cast in favor of the administration’s
foreign policy.

E1 is the commercial policy orientation of the senator’s home state, indicated by
export orientation and import sensitivity.

E2 is the international orientation of the financial sector in the senator’s home
state, indicated by the size of portfolio investor interests outside the United
States and in different regions of the world.

E3 is the strength and regional orientation of foreign direct investors based in the
senator’s home state, indicated by the interests of the major corporations
headquartered in the state.

P is the senator’s party affiliation.

I is the senator’s ideology.

R is the senator’s home region.

The Dependent Variable: Senate Voting on Foreign Policy
During the 81st Congress

The lack of congressional district-level economic data makes the analysis of voting
patterns in the Senate easier than in the House of Representatives. However, there are
also substantive arguments for concentrating on the Senate. Because of the Senate’s
constitutional foreign policy prerogatives and because administration opponents were
overrepresented there, the Truman administration focused its legislative concerns
about foreign policy on the Senate. The administration’s legislative strategy centered
on securing Senate support with the assistance of Senator Arthur Vandenberg of
Michigan and other internationalist Republicans. Paul Nitze later recalled that ‘‘what
we decided to do was to build up Senator Vandenberg, as opposed to Senator Taft,
and create a split within the Republican Party, and to drive our policy in between
these two poles in the Republican Party, and it worked.’’31

The 81st Congress, which met in 1949–50, provides an especially demanding test
of the influence of economic interests on the debate over U.S. foreign policy. This
Congress was the last one in which the major foundational issues of Cold War for-

31. Remarks on National Public Radio,Morning Edition,17 February 1994. Concerning the Senate
during the 81st Congress, see Kepley 1988.
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eign policy, including the nature of the U.S. commitment to Europe, and the size of
the military budget, were subject to serious debate. By 1949, the antagonism between
the United States and the Soviet Union was obvious to members of Congress. Further-
more, the foreign policy issues this Congress faced, including the North Atlantic
Treaty, the Military Defense Assistance Program, and the massive military budget
increases that followed the Korean War, were more clearly ‘‘security’’ initiatives than
were earlier administration proposals such as the Marshall Plan. If security concerns
overrode economic interests in shaping preferences, it should be evident in the 81st
Congress.

TABLE 2. Descriptive statistics for variables used in analysis

Variable
Expected

sign Mean SD Minimum Maximum

Voting scores
Mean of all votes NAa 0.31 0.60 –0.86 1.00
Mean of equally weighted issue areas NA 0.34 0.59 –1.00 1.00
Mean of votes on military spending, military

aid, and NATO
NA 0.44 0.51 –0.87 1.00

Mean of votes on trade and economic aid NA 0.27 0.63 –0.93 1.00

Trade
Relative size of

Export sector 1 0.12 0.04 0.04 0.27
Import-competing sector – 0.07 0.12 0.01 0.86

Portfolio investment
Proportion of total bank lending

To foreign borrowers 1 0.007 0.014 0 0.072
To Asia – 0.003 0.009 0 0.033
To Europe 1 0.006 0.014 0 0.053

Direct investment
Proportion of 200 largest corporations

headquartered in state with
Subsidiaries outside the Western

Hemisphere
1 0.16 0.27 0 1.00

Extractive subsidiaries in less developed
areas

– 0.09 0.24 0 1.00

Either no foreign subsidiaries or
subsidiaries only in extractive
industries in less developed areas

– 0.85 0.25 0 1.00

Party, ideology, and region
Party (Democrats5 1; Republicans5 0) 1 0.57 0.50 0 1
Mean ADA score, 1949–50 NA 38.59 28.46 0 100
Conservatives – 0.14 0.35 0 1
Liberals 1 0.17 0.38 0 1
States in Midwest or Mountain West – 0.39 0.49 0 1
States in South – 0.31 0.47 0 1

aNot applicable.
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I used all the roll-call votes on foreign policy taken during the 81st Congress to
develop an index of each senator’s support for the administration’s foreign policy. I
omitted only votes on measures directed exclusively at a particular industry or spe-
cial interest group, because they do not reflect general positions on foreign policy but
mainly attitudes toward that special interest. Of the remaining ninety-two votes, I
coded those supporting the administration’s position ‘‘1,’’ and votes against such
measures, or in favor of initiatives designed to interfere with the administration’s
program ‘‘21.’’ I then calculated mean scores between 1 and21 for each senator
across all ninety-two votes. Appendix A contains a complete list of these votes and
the way they were coded. As I will explain in detail when discussing the empirical
results, I also calculated several alternative voting scores to test the robustness of my
findings.

Specifying the Influence of Economic Structure

The model estimates the effects of economic interests in three types of international
economic activity: trade, portfolio investment, and direct investment. Appendix B
explains in greater detail how I collected the economic data and calculated each
variable. Although the available data are limited in some respects, these limitations
should, if anything, make it more difficult to find statistically significant relation-
ships.

To test the influence of commercial policy interests, I used variables indicating the
size of the export sector and the import-sensitivity of each state. I calculated these
based on national aggregate data on trade and state-level data on manufacturing,
mining, and agriculture. Unfortunately, data on the regional orientation of U.S. ex-
ports during the early Cold War era were unavailable. Although hypotheses about
interests in European and Asian trade follow from my argument and are included in
Table 1, I cannot test them here.

To test hypotheses about the influence of portfolio investor interests, I calculated
three variables on international lending. Using data on international lending reported
to the Federal Reserve by member banks, I developed indicators of the level of
international lending by banks in each state and two variables on their regional orien-
tation. Because a variable on the proportion of bank lending to domestic borrowers
would be perfectly collinear with the variable indicating the proportion of lending to
foreign borrowers, I used just one variable to test the influence of banking interests.
Because the variable for total foreign lending was highly collinear with the regional
lending variables, I have estimated their effects in separate models.

Using data on the international activities of the two hundred largest U.S. manufac-
turing, transportation, merchandising, and utility firms, I created aggregate indicators
of the international interests of the corporations headquartered in each state. To test
my hypotheses about the effects of these direct investor interests, I calculated a vari-
able representing the proportion of the major corporations in each state with subsid-
iaries outside the Western Hemisphere. A variable indicating the proportion of these
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large firms without such investments would be essentially identical, so it is not in-
cluded.

Based on the arguments of Frieden and others about the special interests of extrac-
tive investors,32 as well as Cumings’s evidence of the importance of extractive min-
eral interests in the debate over Asia policy,33 I have modified my emphasis on re-
gional interests in the case of direct investors. Rather than simply examining their
regional orientation, I also coded them according to the type of investments they
held. The variable used here indicates the proportion of the major corporations head-
quartered in each state with extractive subsidiaries in less developed areas. Since
investment in less developed areas was concentrated in extractive industries during
the late 1940s and early 1950s, the empirical difference between this variable and
one simply examining holdings in less developed areas is not very great.

Party, Region, and Ideology

In contrast to the data on the structure of the U.S. economy during the early Cold War
era, data on the home states and party affiliations of individual senators are unambigu-
ous and easily available. I have used a dichotomous variable coded ‘‘1’’ for Demo-
crats and ‘‘0’’ for Republicans. Because party mediates the influence of economic
interests, Democrats and Republicans may pay closer attention to some economic
interests than to others. To evaluate these effects, I estimated interactions between the
partisanship variable and the economic structural variables. To test the regional hy-
potheses, I use two dichotomous variables. One is coded ‘‘1’’ for senators from the
Midwest and Mountain West and ‘‘0’’ for senators from all other states. The other is
coded ‘‘1’’ for senators from the South, and ‘‘0’’ for senators from all other states.34

Although region and party affiliation are straightforward, discerning an individual
senator’s ideology poses special problems. The use of voting scores to test the influ-
ence of ideology on other voting scores is problematic. Indicators of ideology based
on voting records, such as the scores given by the Americans for Democratic Action
(ADA), reflect the influence of other variables that affect voting, including the other
variables in these models. Even though ADA scores are strongly related to the voting
scores used here, John Jackson and John Kingdon point out that this relationship may
indicate only that most votes load onto a single dimension, a widely recognized
feature of congressional voting.35Appendix C discusses in greater detail the means I
chose to handle ideology. Briefly stated, I identified those senators who were more
ideologically consistent than their party affiliation, region, or the economic structure
of their home states would lead one to expect. The differences between these groups

32. Frieden 1994.
33. Cumings 1990.
34. Midwestern and Mountain states include Arizona, Colorado, Idaho, Illinois, Indiana, Iowa, Kansas,

Michigan, Minnesota, Missouri, Montana, Nebraska, Nevada, New Mexico, North Dakota, Ohio, South
Dakota, Utah, Wisconsin, and Wyoming. Southern states include Alabama, Arkansas, Florida, Georgia,
Kentucky, Louisiana, Maryland, Mississippi, North Carolina, Oklahoma, South Carolina, Tennessee, Texas,
Virginia, and West Virginia.

35. Jackson and Kingdon 1992.
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of liberals and conservatives, and the rest of the Senate, offer a reasonable approxi-
mation of the role of ideology in shaping political conflict on foreign policy.

Empirical Results

Table 3 contains the results of several regression models estimating the influence of
the variables discussed earlier on the voting score of each senator. I will discuss the
results concerning trade, portfolio investment, and direct investment in turn.

The Influence of Export Orientation and Import Sensitivity

In every specification of the model, the effect of import sensitivity is significant and
has the predicted sign. Senators from states with large import-competing sectors
tended to oppose the administration’s foreign policy. In principle, it is possible to
calculate the precise impact of a change in the import sensitivity or export orientation
of a state on the voting score of its senators using the coefficients estimated in the
model. However, the imperfections of the indicators for economic structure used
here make exact statements about the influence of each variable less than convincing.
As I noted earlier, because the limitations of the data bias against finding statistically
significant influences by economic interests, they do not invalidate the evidence that
these relationships exist. In order to avoid false precision, though, I limit my interpre-
tation of the variables to the direction of the impact of the independent variables
rather than the magnitude of their impact.

Export orientation had no statistically significant relationship to the foreign policy
voting score. Although the theoretical argument presented here suggests that export-
ers should influence senators from their states in favor of the Truman administra-
tion’s foreign policy, the apparent political weakness of this sector is not surprising in
view of previous empirical research. Baldwin also found that districts dominated by
import-sensitive industries elected more protectionist legislators, but that an export-
orientation variable was statistically insignificant.36 He points out that it is probably
more difficult for exporters to overcome the collective action problems of organizing
for political lobbying. Unlike import-competing firms, for which the costs and ben-
efits of trade protection are immediately evident, exporters are not immediately af-
fected by domestic trade protection. Although foreign retaliation against them is
possible, it is only likely if the countries importing their products are also the coun-
tries against which tariffs are directed. Because of the different incentives they face,
import-competing interests are more likely to be politically organized than exporters.

The Influence of International Lenders

Banks in their home state also influenced senators’ preferences. Whereas the total
amount of international lending, included in model 1, had no statistically discernible

36. Baldwin 1985, 63–67.
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TABLE 3. The effects of economic structure, party, ideology, and region on foreign
policy voting

Variable Model 1 Model 2 Model 3 Model 4 Model 5

Trade
Relative size of

Export sector –0.96
(0.81)

–0.81
(0.80)

–1.07
(0.81)

–0.67
(0.81)

–0.56
(0.79)

Import-Competing Sector –0.84***
(0.29)

–0.81**
(0.32)

–0.75**
(0.31)

–0.92***
(0.33)

–0.78**
(0.32)

Portfolio investment
Proportion of total bank

lending
To all foreign borrowers 4.15

(3.13)
To Asia –171.02**

(64.75)
–188.13***

(64.69)
–171.23***

(64.19)
To Europe 108.93***

(41.00)
120.05***
(40.94)

109.45***
(40.61)

To either domestic or
Asian borrowers

–2.82
(2.69)

Direct investment
Proportion of 200 largest

corporations head-
quartered in state with

Subsidiaries outside the
Western Hemisphere

0.28*
(0.14)

0.26*
(0.14)

0.29**
(0.14)

No subsidiaries outside the
Western Hemisphere

0.16
(0.16)

Either no foreign subsidi-
aries or subsidiaries only
in extractive industries

–0.28**
(0.14)

Party, ideology, and region
Democratic party 1.03***

(0.08)
1.02***

(0.08)
1.04***

(0.08)
1.01***

(0.08)
1.04***

(0.08)
Conservatives –0.26**

(0.10)
–0.27***
(0.10)

–0.26**
(0.10)

–0.26**
(0.10)

–0.29***
(0.10)

Liberals 0.35***
(0.09)

0.34***
(0.09)

0.35***
(0.09)

0.36***
(0.09)

0.33***
(0.09)

States in Midwest or
Mountain West

–0.25**
(0.09)

–0.21**
(0.09)

–0.26***
(0.10)

–0.20**
(0.09)

–0.22**
(0.09)

States in South –0.29**
(0.12)

–0.24**
(0.11)

–0.32***
(0.11)

–0.23**
(0.11)

–0.23**
(0.11)

Intercept –0.01
(0.13)

–0.08
(0.12)

2.84
(2.64)

–0.07
(0.13)

0.16
(0.17)

AdjustedR2 0.71 0.72 0.71 0.72 0.73

Note:Numbers in parentheses are standard errors.
*** p , .01.
** p , .05.
*p , .10.

Early Cold War Policy 375

@xyserv1/disk3/CLS_jrnl/GRP_inor/JOB_inor52-2/DIV_002k05 kris



impact on Senate voting, models 2, 4, and 5 indicate that lending to particular parts of
the world had significant political effects. As expected, senators from states where
banks lent heavily to Asia tended to oppose the administration’s foreign policy,
whereas senators from states where banks lent heavily to Europe tended to favor it.
Although European lending was greater than Asian lending in all Federal Reserve
districts where foreign lending occurred, Asian lending was most important in the
San Francisco and Cleveland districts. European lending was relatively most impor-
tant in the New York and Boston districts.

Interests in the overall costs and benefits of internationalism are theoretically dis-
tinguishable from interests in the regional orientation of the Truman administration’s
foreign policy. However, it is possible that these interests have complementary ef-
fects in practice. States where banks conducted little international business and states
where lending to Asia was an important concern might have elected senators with
similar foreign policy positions. In both cases, bankers were likely to be critical of
the administration’s foreign policy, albeit for different reasons. Conversely, Euro-
pean lending and overall international activity might have had complementary influ-
ences in favor of the administration’s internationalist foreign policy. Unfortunately,
multicollinearity prevents the inclusion of both overall international activity and re-
gional orientation variables in the same model. As an alternative way of testing the
possible complementary effects of these interests, I used a variable adding the propor-
tion of lending to Asia to the proportion of lending to domestic borrowers. Although
this hypothesis is plausible, the results of model 3 do not support it. The regional
orientation of U.S. banks, rather than their overall volume of international business,
appears to have shaped their political influence during the early Cold War era.

The influence of regionally oriented banking interests is particularly striking in
view of the relatively small amounts of money involved. As Table 4 indicates, even
European lending was a tiny fraction of total bank activity. The volume of Asian
lending was extremely small. International lenders apparently had disproportionate
political influence relative to their role in the economy. Political action by banks on
foreign policy issues might reflect their future ambitions for Europe or Asia rather
than their actual lending in 1950. Despite the small value of loans to these areas, the
lenders may have expected greater business following postwar reconstruction, pro-
vided they had continued access to these regions.

Not all regional concerns were politically important. For example, when used in a
model like this one, a variable representing lending to Latin America is not signifi-
cant. This result is easy to explain in terms of the international realities of the time.
Although U.S. portfolio investment in Latin America was almost as great as in Eu-
rope, and was much greater than in Asia, policy toward this region was not as contro-
versial as policy toward Europe or Asia. Latin America did not face the same threat
of communist domination or incorporation into autarkic European imperial trading
areas as other areas of the world did in the late 1940s. Because the region was not
seriously threatened, there is no reason to expect interests in it to affect the broader
debate about the outlines of U.S. foreign policy.
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Historical evidence suggests that the international financial sector was also influ-
ential in the administration. Paul Nitze, Robert Lovett, Averell Harriman, James For-
restal, and John McCloy had been investment bankers before entering government
service. Dean Acheson, Thomas Finletter, and John Foster Dulles, among others,
were lawyers for large firms in New York and Washington. These leading officials
drew many of their subordinates from the same circles. Many were Republicans, but
all shared a commitment to the idea that the United States should play an active role
in promoting a more liberal international economic order to preserve American ac-
cess to trade and investment opportunities, especially in Europe. These same finan-
cial interests also played a direct role in implementing the aid program. Through 10
August 1950, the Economic Cooperation Administration had issued letters of com-
mitment to fifty-nine U.S. banks for Marshall Plan aid funds, at the request of partici-
pating countries. The top thirteen banks received more than 90 percent of the $4
billion these letters of commitment represented. All but one of these banks were
based in New York. The group included Brown Brothers Harriman, in which Averell
Harriman and Robert Lovett were partners.37

Other research suggests that the financial sector has significant influence over
political action by business groups in general. Ferguson notes that large financial

37. Stanley Botner to Fred Hobart, 2 October 1950; and Everett Bellows to Stanley Botner, 11 October
1950; both Harriman Papers, Box 309, Library of Congress. Concerning the social background and in-
terest group ties of administration officials and others involved in the making of U.S. foreign policy, see
Isaacson and Thomas 1986; Schulzinger 1984; Burch 1980; and Shoup and Minter 1977.

TABLE 4. International lending by U.S. banks in 1950 (in millions of $U.S.)

Federal Reserve
city

Total loans by
member banks

Total claims
on foreigners Europe

Latin
America Asia Other

New York 13,900.6 1,002.7 410.6 343.2 81.4 52.3
San Francisco 6,559.1 133.2 59.9 33.4 25.4 5.1
Chicago 6,278.0 45.0 20.8 17.2 0.9 1.8
Philadelphia 4,451.7 10.8 5.2 2.4 0.1 0.6
Boston 4,056.0 49.0 12.2 29.2 0.1 4.9
Dallas 2,263.2 9.6 2.0 7.1 0 0
Atlanta 2,260.8 6.3 0.3 5.8 0 0
Richmond 2,405.3 0.2 0 0.1 0 0
Cleveland 2,042.0 24.0 11.5 11.2 0.3 0.2
St. Louis 2,033.4 2.9 0.2 2.4 1 0
Kansas City 1,667.6 0 0 0 0 0
Minneapolis 1,226.0 0.5 0.1 0.1 0 0

Total 49,143.7 1,284.2 522.8 452.1 108.3 64.8

Sources:See Appendix B.
Note: ‘‘Other’’ includes entries for Australia, the Belgian Congo, Egypt and the Anglo-Egyptian Su-

dan, South Africa, and ‘‘all other countries.’’

Early Cold War Policy 377

@xyserv1/disk3/CLS_jrnl/GRP_inor/JOB_inor52-2/DIV_002k05 kris



institutions often play central roles in business organizations.38 Similarly, McKeown
presents statistical evidence that financial institutions have played a significant role
in political action committee formation during the 1975–84 period.39 The evidence
presented here supports these arguments about the political influence of banks.

The Influence of Foreign Direct Investors

Direct investment also helped shape support and opposition to Cold War foreign
policy. In models 1, 2, and 3, the coefficient for the proportion of the largest firms
headquartered in the state with direct investments outside the Western Hemisphere is
positive and significant. Senators from states with a higher proportion of these inter-
nationally oriented firms tended to favor the administration’s foreign policy. Senators
from states where fewer large firms were internationally active were more likely to
oppose Cold War foreign policy.

As with the portfolio investment variables, those representing foreign direct invest-
ment were collinear and do not produce reliable estimates when all are included in
the same model. I included only one in each regression. Model 4 in Table 3 tests the
hypothesis that the regional orientation of foreign direct investors from their home
state influenced senators’ foreign policy outlooks. Those with extractive interests in
less developed areas should influence senators against the administration’s foreign
policy. In this case, however, the empirical evidence does not support the regional-
orientation hypothesis.

As with the international lending variables, the effects of the regional orientation
and overall international interests of direct investors may have been complementary.
Domestically oriented firms and those with extractive investments in less developed
areas should both oppose the administration’s foreign policy. To test this hypothesis I
added the proportion of large firms with no foreign subsidiaries and the proportion of
firms with extractive investments in less developed areas. As model 5 indicates, this
variable was significant. Domestically oriented corporations and those with extrac-
tive investments in the less developed areas had complementary political effects. The
negative coefficient on this variable indicates that having a high proportion of these
large firms in their home state made senators more likely to oppose the Truman
administration’s foreign policy.

The Effects of Party, Ideology, and Region

In all specifications included in Table 3 the variables indicating party, region, and
ideology performed as expected. In each case Republicans, senators from the Mid-
west and South, and conservatives were more likely to oppose the administration’s
foreign policy than were other senators, holding all other variables constant. Liberals
and Democrats were more likely to favor administration policy. As I noted earlier,

38. Ferguson 1983, 16.
39. McKeown 1994.
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because all of the southern senators were Democrats, the results for this variable
indicate intraparty differences as much as the effects of region. As Democrats, south-
erners were still more likely than Republicans to favor the administration’s foreign
policy.

Alternative Voting Scores

In order to check the robustness of these relationships, I used three alternative voting
scores in place of the dependent variable used in Table 3. Table 5 presents these
results. The patterns evident in foreign policy voting do not vary greatly if the voting
score is calculated differently or if a restricted set of issues is examined.

In principle, a list of Senate roll-call votes may overrepresent some issues. There
were many more votes on foreign aid than on military spending, trade, or the NATO
alliance. To test the possibility that the overall voting score reflected cleavages unique
to one issue area, I calculated an alternative voting score for each senator. Dividing
the ninety-two votes into the twelve issue areas listed in Appendix A, I calculated a
mean score weighting each issue area, rather than each individual vote, equally. The
results of the second model in Table 5, which uses this alternative dependent vari-
able, do not differ substantially from those in the first model using the original inde-
pendent variable. Although some of the coefficients changed slightly, all of the same
variables were significant, and all of the signs were in the same direction.

I have argued that the fundamental stakes in the debate over early Cold War for-
eign policy were economic, even on issues with important military implications. It is
difficult to distinguish security issues from economic issues, because both served the
same broad internationalist goals, and many programs were intended to further both
the economic and the politicomilitary aspects of the overall foreign policy. Others
might expect different voting patterns on economic and politico-military issues. To
test this argument, I constructed two more voting scores, one including only votes on
programs where the security rationale was clearest, the other including only votes on
trade and economic aid. The security votes included those on NATO, military spend-
ing, and military aid but excluded those pertaining to trade, administrative issues,
and economic aid. The results of the last two models in Table 5 indicate that the same
patterns evident in the broader voting scores were also evident in votes on security
and economic issues considered separately. The differences are minor. The coeffi-
cients vary slightly for each set of votes, and the variable indicating foreign direct
investment narrowly misses statistical significance in the model of voting on security
issues. However, all the other variables are significant, and all their signs are the
same.

Interaction Effects: The Relationship Between
Party and Economic Structure

I argued earlier that party mediated the influence of economic structure. The parties
organize societal interests and link them to actual state policymakers. Republicans or

Early Cold War Policy 379

@xyserv1/disk3/CLS_jrnl/GRP_inor/JOB_inor52-2/DIV_002k05 kris



TABLE 5. Alternative voting scores as dependent variables

Independent variable

Voting score used as dependent variable

All votes
weighted equally

All issues
weighted equally

Military spending,
military aid,

and NATO only

Trade and
economic
aid only

Trade
Relative size of

Export sector –0.56
(0.79)

–0.36
(0.73)

–0.32
(0.80)

–0.59
(0.89)

Import-competing sector –0.78**
(0.32)

–0.67**
(0.30)

–0.57*
(0.33)

–0.92**
(0.37)

Portfolio investment
Proportion of total bank

lending
To Asia –171.23***

(64.19)
–152.50**

(59.32)
–137.70**

(65.57)
–182.33**

(72.65)
To Europe 109.45***

(40.61)
96.20**

(37.53)
86.77**

(41.48)
117.66**
(45.96)

Direct investment
Proportion of 200 largest

corporations headquartered
in state with either no
foreign subsidiaries or
subsidiaries only in
extractive industries

–0.28**
(0.14)

–0.22*
(0.13)

–0.18
(0.14)

–0.33**
(0.15)

Party, ideology, and region
Party (Democrat5 1,

Republican5 0)
1.04***

(0.08)
1.04***

(0.08)
0.86***

(0.08)
1.05***

(0.09)
Conservatives –0.29***

(0.10)
–0.27***
(0.09)

–0.35***
(0.10)

–0.32***
(0.11)

Liberals 0.33***
(0.09)

0.28***
(0.09)

0.26***
(0.09)

0.39***
(0.10)

States in Midwest or
Mountain West

–0.22**
(0.09)

–0.16*
(0.08)

–0.20**
(0.09)

–0.28***
(0.10)

States in South –0.23**
(0.11)

–0.18*
(0.10)

–0.27**
(0.11)

–0.27**
(0.13)

Intercept 0.16
(0.16)

0.10
(0.15)

0.32*
(0.17)

(0.19)
(0.19)

AdjustedR2 0.73 0.75 0.62 0.69

Note:Numbers in parentheses are standard errors.
*** p , .01.
** p , .05.
*p , .10.

380 International Organization

@xyserv1/disk3/CLS_jrnl/GRP_inor/JOB_inor52-2/DIV_002k05 kris



Democrats should be more attuned to the interests most closely associated with their
party. To test this argument, I examined interactions between party and all the eco-
nomic variables. Table 6 presents the results. For brevity it includes only the signifi-
cant effects. The party interaction effects of the two trade variables and two of the
three direct investment variables were not statistically significant.

The first two models in Table 6 estimate the mediating influence of party on the
effect of the international lending variables. Although the overall level of foreign
lending had no significant effect when used alone in Table 3, model 1 in Table 6
indicates that it did have a significant effect when considered together with partisan
differences in its influence on foreign policy preferences. Because the coefficients for
the main variable and its interaction effect with party have opposite signs and similar
coefficients, a change in the proportion of international lending by banks in their
home state would have little influence on Democrats. Because the interaction effect
is always zero for Republicans, however, an increase in foreign lending by banks in
their home states would make Republican senators more likely to support the admin-
istration’s foreign policy. Because this variable was not significant in the model pre-
sented in Table 3, it is a good example of why party and economic structure are
complementary rather than competing influences. It would be incorrect to conclude
that the overall level of international lending by banks in their home state had no
effect on senators’ foreign policy views. However, its effects differed greatly depend-
ing on the senator’s party affiliation. These partisan differences obscure the role of
international lending when this interaction effect is not considered.

Model 2 indicates that the effects of banks’ regional orientation also varied by
party. As in the models presented in Table 3, a greater proportion of Asian lending by
banks in their home state made senators more skeptical of the administration’s for-
eign policy, whereas a greater proportion of European lending increased support for
this policy. As was the case with international activity as a proportion of total lend-
ing, however, these effects varied by party. Banks’ regional orientation had more
influence on Republicans than on Democrats. Both the Asian and European lending
variables have the opposite sign from their interaction effects with party. A change in
the regional orientation of banks in their home state would have produced a larger
effect on Republicans, on whom the effect of the interaction term is always zero, than
it would on Democrats.

This evidence that lending activity in their home state influenced Republican sena-
tors’ foreign policy attitudes supports the general observation that Republicans from
the northeastern states, where banks lent most heavily to foreign borrowers, tended
to be more internationalist than other Republicans. Of the sixteen Republicans with
positive voting scores, indicating more frequent support than opposition to the admin-
istration’s foreign policy, ten were from the Northeast. They included such well known
internationalists as John Foster Dulles and Henry Cabot Lodge.

Although the evidence is somewhat weaker, party also appears to mediate the
influence of direct investors. Of the three direct investment variables used in Table 3,
only the variable indicating the proportion of firms with either no foreign subsidiar-
ies or with subsidiaries involved in extractive activities in less developed areas had a
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TABLE 6. Interaction effects of party and economic structure

Variable Model 1 Model 2 Model 3

Trade
Relative size of

Export sector –0.46
(0.80)

–0.25
(0.80)

–0.52
(0.78)

Import-competing sector –0.77***
(0.29)

–0.72**
(0.32)

–0.77**
(0.32)

Portfolio investment
Proportion of total bank lending

To all foreign borrowers 7.97**
(3.53)

Interaction term –9.20*
(5.44)

To Asia –261.59***
(76.42)

–176.97***
(63.13)

Interaction term 233.65*
(120.67)

To Europe 163.01***
(48.41)

112.84***
(39.94)

Interaction term –142.95*
(77.50)

Direct investment
Proportion of 200 largest corporations

headquartered in state with either no
foreign subsidiaries or subsidiaries
only in extractive industries in less
developed areas

–0.32**
(0.14)

–0.28**
(0.13)

–0.46***
(0.16)

Interaction term 0.57**
(0.28)

Party, ideology, and region
Party (Democrat5 1, Republican5 0) 1.14***

(0.10)
1.11***

(0.11)
0.55**

(0.25)
Conservatives –0.31***

(0.10)
–0.32***
(0.10)

–0.26***
(0.10)

Liberals 0.33***
(0.09)

0.32***
(0.09)

0.36***
(0.09)

States in Midwest or Mountain West –0.26***
(0.09)

–0.22**
(0.09)

–0.21**
(0.09)

States in South –0.32***
(0.12)

–0.25**
(0.12)

–0.23**
(0.11)

Intercept 0.20
(0.17)

0.10
(0.18)

0.28
(0.17)

AdjustedR2 0.72 0.74 0.74

Note:Numbers in parentheses are standard errors. The interaction term is party3 economic structure
in each case.

*** p , .01.
** p , .05.
*p , .10.
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significant interaction effect with party. Model 3 in Table 6 estimates this effect. As
was the case with the lending variables, the opposite signs of the main effect and the
interaction term indicate that these direct investor interests had more influence on
Republicans than on Democrats. Firms with no direct investments outside the West-
ern Hemisphere, or investments in extractive industries, strongly influenced Repub-
licans against the administration’s policy but had no significant effects on Demo-
crats.

Conclusion

Conflicting economic interests, mediated by political party, help shape foreign policy
preferences. Economic interests matter even when security issues seem paramount,
as they did in the United States during 1949 and 1950. Not all U.S. firms and indus-
tries stood to benefit equally from the Truman administration’s costly and ambitious
foreign policy. Senators linked to those benefiting less tended to oppose it. In particu-
lar, the administration’s opponents tended to come from states with relatively large
import-competing sectors, more Asian-oriented banks, more large corporations with
few international investments, and more investors in Third World extractive indus-
tries. Some of these interests were more strongly associated with the Republican
party and had little influence on the preferences of Democrats. On the other hand,
administration supporters tended to come from states with more European-oriented
banks and internationally oriented corporations. The Cold War obviously involved
important security issues. However, these security concerns did not produce a unitary
set of national preferences. The pattern of support and opposition to U.S. foreign
policy simply cannot be explained in terms of ‘‘core values’’ or security imperatives.

Economic interests alone do not determine foreign policy preferences but interact
with political party in important ways. Simply examining the economic structure of a
senator’s home state does not necessarily reveal his or her preferences on foreign
policy issues. Because some firms and industries are especially influential with sena-
tors from one party, party acts as an organizing influence on economic structure.
International lenders and large firms whose investments were not protected by the
administration’s foreign policy were especially influential among Republicans. The
statistical relationships between foreign policy preferences and economic structure
are not always clear until the mediating effect of party is included in the model.
Economic interests and party do not represent incompatible sources of explanation
for foreign policy preferences. They are closely related and should be understood
together.

These findings suggest that the role of international threats and interests in foreign
policy making is poorly understood in much of the existing literature on national
security policy. International threats, including military ones, may have a variable
impact on different parts of society. The interests driving a state’s foreign policy are
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not necessarily ‘‘national’’ interests, even on security questions. Perhaps because of
the neorealist emphasis on the survival of unitary actors in the international system,
threats and interests that do not affect the entire society have been neglected in theory
development. The protection of values vital to some elements of society but less
important to others may still require means that fall under the misleading rubric of
‘‘national security policy.’’ Administration policymakers believed that insuring the
openness of Europe to U.S. trade and investment required a credible military deter-
rent as well as a means of coping with the dollar gap. Political actors linked to
interests holding a smaller stake in Europe were willing to risk this outcome rather
than pay the enormous costs of the administration’s strategy to prevent it.

Understanding international threats in terms of their impact on an assumed unitary
state seriously limits the existing literature on domestic and international influences
on foreign policy. The central issue is not whether domestic or international factors
are more important—both obviously matter—but the appropriate unit of analysis for
understanding foreign policy. Focusing on the interaction among domestic actors
rather than assuming a unitary state has some important advantages. In fact, domestic
actors have different interests and face different sets of threats in the international
system. Where one perceives dire threats and crucial interests, others may see noth-
ing more than a dangerous and costly foreign entanglement. The influence of interna-
tional conditions on policy depends on the interests comprising the dominant coali-
tion. A purely systemic analysis of foreign policy, which leaves out the character of
this dominant coalition, is informative only when international conditions affect all
domestic actors in the same way. These cases are rare, and the early Cold War era in
the United States is not among them. The practice of treating a particular policy
position as if it represented the ‘‘perceived national interest’’ only begs critical ques-
tions about the reasons for this perception and how those holding it came to deter-
mine policy. Political conflict between domestic actors determines the goals of for-
eign policy, and economic interests play an important role in shaping this conflict.

The relationship between the underlying determinants of policy outcomes and the
motives of individual policymakers is not necessarily a simple one. Factors that
decision makers never consciously consider may nevertheless shape political debate
and decisively influence policy. If those deciding how to respond to international
conditions share basic assumptions about policy goals, they may never even discuss
their reasons for holding these goals. In all probability, both the supporters and oppo-
nents of the Truman administration’s foreign policy simply believed they were pursu-
ing the ‘‘national interest’’ with the support of like-minded fellow citizens. However
their members may have understood them, though, these political coalitions reflected
the interests of particular segments of the domestic political economy. Even if politi-
cal actors never explicitly consider the socioeconomic origins of their policy views,
these socioeconomic factors may be just as important in shaping policy outcomes as
are many considerations that they do discuss. This point is crucial for historical
research on the development of policy, because a theoretically uninformed reading of
the archival record will not reveal the importance of these undiscussed socioeco-
nomic factors.
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Appendix A: Roll-call Votes on Foreign Policy During
the 81st Congress (1949–50)

A total of 92 roll-call votes on foreign policy issues, shown in Table A.1, took place during the
81st Congress. Affirmative votes are coded ‘‘1’’ if the vote supported the administration’s
internationalist foreign policy, and ‘‘0’’ if it was an effort to oppose or limit the administra-
tion’s foreign policy.

TABLE A.1. Roll-call votes on foreign policyduring the 81st Congress (1949–50)

Date Code Result Description

A. Administrative issues

18 Jan 1949 1 Confirmed, 83–6 Acheson confirmation as secretary of state
27 Sep 1949 1 Confirmed, 49–27 Butterworth confirmation as assistant secretary of

state
13 Jul 1950 1 Rejected, 25–53 Fulbright amendment to augment appropriation for

State Department information activities
18 Jul 1950 0 Rejected, 8–50 Morse motion to recommit four nominations for

board of directors of Export-Import Bank
15 Sep 1950 1 Passed, 47–21 Amend National Security Act to authorize president

to appoint Marshall secretary of defense
18 Sep 1950 0 Rejected, 25–36 Ives motion to defer further consideration of

O’Dwyer nomination as ambassador to Mexico
18 Sep 1950 0 Rejected, 24–40 Ives motion to recommit O’Dwyer nomination to

Foreign Relations Committee
18 Sep 1950 1 Confirmed, 42–22 O’Dwyer nomination as ambassador to Mexico
20 Sep 1950 1 Confirmed, 57–11 Marshall nomination as secretary of defense
14 Dec 1950 1 Agreed to, 37–36 Lucas motion to recess, countering Kem motion to

consider call for report on Truman-Attlee
conference

18 Dec 1950 0 Rejected, 30–45 Kem motion to obtain report on Truman-Attlee
conference by 21 December

18 Dec 1950 1 Agreed to, 47–29 Connally motion to refer resolution calling for report
on Truman-Attlee conference to Foreign Relations
Committee

B. 1949 Economic Cooperation Administration Funding (Marshall Plan)

1 Apr 1949 0 Rejected, 14–68 Wherry amendment to cut authorization for Economic
Cooperation Administration (ECA) 15%

1 Apr 1949 0 Rejected, 23–54 Taft-Russell amendment to cut authorization for ECA
by 10%

5 Apr 1949 0 Rejected, 22–56 Ellender amendment requiring more ECA counterpart
funds be allocated for U.S. purchase of strategic
materials

5 Apr 1949 0 Rejected, 27–55 Ellender amendment to prohibit use of ECA
counterpart funds for government expenses or
national debt retirement
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TABLE A.1. continued

Date Code Result Description

5 Apr 1949 0 Rejected, 32–48 Jenner amendment to prohibit ECA offshore purchase
of agricultural commodities selling at less than
parity in United States

5 Apr 1949 0 Rejected, 22–59 Baldwin amendment to withhold ECA aid from any
country violating treaty with the United States

5 Apr 1949 0 Rejected, 33–45 McCarthy amendment to withhold ECA funds if used
to discriminate against American nationals

6 Apr 1949 1 Rejected, 33–45 Fulbright amendment to set aside portion of ECA
funds to encourage customs union of participating
countries

6 Apr 1949 0 Rejected, 15–67 Cain-Bridges amendment to eliminate ECA
authorization for fiscal 1950 in favor of ‘‘such sums
as the appropriations committees . . . shall
recommend’’

6 Apr 1949 0 Rejected, 20–62 Kem amendment barring use of ECA funds to
nationalize any basic industry

7 Apr 1949 0 Rejected, 10–72 Malone amendment to require all future ECA aid be
loans rather than grants

8 Apr 1949 0 Rejected, 26–57 Bridges-McCarran amendment requiring that all ECA
shipments be ‘‘appropriately labeled’’

8 Apr 1949 0 Rejected, 13–66 Langer amendment prohibiting ECA aid to countries
receiving dismantled German peacetime industrial
plants

8 Apr 1949 0 Agreed to, 59–22 McCarran amendment requiring ECA to place
maritime insurance on competitive basis

8 Apr 1949 1 Rejected, 15–67 Fulbright amendment declaring policy of ECA to be
encouragement of political unification of Europe

8 Apr 1949 1 Passed, 70–7 Passage of ECA extension bill
17 Oct 1949 0 Rejected, 26–30 Wherry motion to table Connally motion to refer

resolution on review of policy on dismantling of
German war plants to Foreign Relations Committee

C. Ratification of the North Atlantic Treaty

21 Jul 1949 0 Rejected, 21–74 Wherry-Taft-Watkins reservation to North Atlantic
Treaty providing that no party is obliged to furnish
another party any arms

21 Jul 1949 0 Rejected, 11–84 Watkins reservation to the North Atlantic Treaty
providing that the United States assumes no
security obligations except by authorization of
Congress

21 Jul 1949 0 Rejected, 8–87 Watkins reservation to the North Atlantic Treaty
providing that the Congress is not obligated to
provide military assistance in the event of an armed
attack

21 Jul 1949 1 Adopted 82–13 Resolution of ratification for the North Atlantic Treaty
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TABLE A.1. continued

Date Code Result Description

D. 1949 Foreign Aid and Military Occupation Appropriation (and Korea Aid)

25 Jul 1949 1 Rejected, 30–41 Lucas amendment to McCarran amendment to
Foreign Aid and Military Occupation Appropriation
for fiscal 1950

26 Jul 1949 0 Rejected, 37–41 Committee amendment reducing Foreign Aid and
Military Occupation Appropriation for fiscal 1949

27 Jul 1949 0 Overruled, 38–51 Taft appeal from decision of chair on Lucas point of
order. Foreign Aid and Military Occupation
Appropriation for fiscal 1950

4 Aug 1949 1 Overruled, 42–44 Russell appeal from decision of chair sustaining
Lucas point of order. Foreign Aid and Military
Occupation Appropriation for fiscal 1950

5 Aug 1949 0 Rejected, 34–46 Committee amendment to Foreign Aid and Military
Occupation Appropriation for fiscal 1950 to
prevent use of counterpart funds by country failing
to comply with a treaty with the United States

8 Aug 1949 1 Sustained, 50–21 Kem appeal from decision of chair sustaining Lucas
point of order. Foreign Aid and Military
Occupation Appropriation for fiscal 1950

8 Aug 1949 0 Rejected, 24–49 Kem motion to suspend rules, consider amendment to
Foreign Aid and Military Occupation Appropriation
to bar aid to countries nationalizing industries

8 Aug 1949 1 Passed, 63–7 Passage of Foreign Aid and Military Occupation
Appropriation for fiscal 1950

12 Oct 1949 1 Passed, 48–13 Passage of Korea Aid Act

E.1949 Military Establishment Appropriation

26 Aug 1950 1 Agreed to, 49–9 Committee amendment to Military Establishment
Appropriation for fiscal 1950 cutting air force from
58 to 48 groups

29 Aug 1949 1 Sustained, 41–36 Wherry appeal from decision of chair upholding
Lucas point of order against McClellan ‘‘economy’’
amendment to Military Establishment
Appropriation for fiscal 1950

29 Aug 1949 0 Rejected, 49–28 McClellan ‘‘economy’’ amendment to Military
Establishment Appropriation for fiscal 1950

29 Aug 1949 0 Rejected, 25–49 Douglas motion to recommit to report back with
smaller sum when different amount appropriated by
House. Military Establishment Appropriation for
fiscal 1950

F. Trade Agreements Extension Act of 1949

15 Sep 1949 0 Rejected, 38–43 Millikin amendment to Trade Agreements Extension
Act to retain ‘‘peril point’’ provisions
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TABLE A.1. continued

Date Code Result Description

15 Sep 1949 1 Agreed to, 43–38 Lucas motion to table Hill motion to reconsider vote
on Millikin amendment to Trade Agreements
Extension Act

15 Sep 1949 0 Rejected, 27–54 Knowland amendment to Trade Agreements
Extension Act to terminate trade agreements with
any country discriminating against American
commerce

15 Sep 1949 0 Rejected, 29–53 Butler amendment to Trade Agreements Extension
Act to incorporate ‘‘escape clause’’ in all future
trade agreements

15 Sep 1949 0 Rejected, 33–39 Millikin amendment to limit Trade Agreements
Extension Act to two years instead of three

15 Sep 1949 0 Rejected, 17–64 Malone amendment to Trade Agreements Extension
Act to provide for a flexible tariff and terminate
existing trade agreements at earliest possible date

15 Sep 1949 1 Passed, 62–19 Passage of Trade Agreements Extension Act

G. Foreign Military Assistance Act of 1949

22 Sep 1949 0 Rejected, 32–46 George amendment to reduce appropriation for
Foreign Military Assistance Act

22 Sep 1949 0 Rejected, 31–47 Knowland amendment to reduce appropriation for
Foreign Military Assistance Act

22 Sep 1949 0 Rejected, 7–71 Jenner amendment to earmark Foreign Military
Assistance Act funds for repair of churches in
assisted nations

22 Sep 1949 1 Passed, 55–24 Passage of Foreign Military Assistance Act

H. Foreign Assistance Act of 1950 (non–Marshall Plan economic aid)

5 May 1950 0 Rejected, 17–62 Kem amendment to reduce Foreign Assistance Act
authorization by $1 billion

5 May 1950 0 Rejected, 40–40 Taft-Ives-Hendrickson-Hickenlooper-Bridges amend-
ment to reduce Foreign Assistance Act authoriza-
tion by $500 million

5 May 1950 0 Agreed to, 47–33 Bridges amendment to reduce Foreign Assistance Act
authorization by $250 million

5 May 1950 0 Rejected, 24–52 Kem amendment to terminate aid under Foreign
Assistance Act to any country exporting certain
commodities to the USSR or its satellites

5 May 1950 0 Rejected, 31–46 Young-Thomas amendment to Foreign Assistance Act
requiring ECA food purchases to be made from
U.S. surplus

5 May 1950 0 Rejected, 21–52 Wherry amendment to Foreign Assistance Act
withholding aid from countries that discriminate
against U.S. businesses

5 May 1950 0 Rejected, 37–39 Bridges-Wherry amendment to Foreign Assistance
Act requiring labeling of goods supplied by United
States
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TABLE A.1. continued

Date Code Result Description

5 May 1950 0 Rejected, 17–55 Kem amendment to Foreign Assistance Act
terminating aid to countries that nationalize any
basic industry

5 May 1950 0 Rejected, 27–44 Bridges amendment to Foreign Assistance Act to stop
dismantling of German plants usable for peacetime
production

5 May 1950 0 Rejected, 33–41 Millikin-Saltonstall substitute for Connally
amendment to Foreign Assistance Act, creating a
bipartisan commission to study the Point Four
program

5 May 1950 1 Agreed to, 37–36 Connally amendment to Foreign Assistance Act
providing for the initiation of ‘‘technical
knowledge and skills’’ portion of Point Four
program

5 May 1950 0 Rejected, 33–39 Millikin-Saltonstall amendment to Foreign Assistance
Act creating a bipartisan commission to study
foreign aid programs to underdeveloped areas

5 May 1950 1 Passed, 60–8 Passage of Foreign Assistance Act
25 May 1950 1 Agreed to, 47–27 Adoption of conference report on Foreign Assistance

Act
11 Dec 1950 0 Rejected, 38–52 Knowland motion to recommit Yugoslav Emergency

Assistance Act to Foreign Relations Committee
11 Dec 1950 1 Passed, 60–21 Passage of Yugoslav Emergency Assistance Act

I. Foreign-Trade Zone Act

5 Jun 1950 1 Agreed to, 30–30 Adoption of conference report on Foreign-Trade Zone
Act amendment

J. Mutual Defense Assistance Act Extension

30 Jun 1950 1 Passed, 66–0

K. 1950 Economic Cooperation Administration Funding (Marshall Plan)

31 Jul 1950 0 Rejected, 12–59 Kem amendment to Hayden amendment to reduce
fiscal 1951 funds for ECA

31 Jul 1950 1 Agreed to, 42–29 Hayden amendment to increase ECA funds
31 Jul 1950 0 Agreed to, 43–29 Hickenlooper amendment to deny ECA funds to any

nation of which a dependent area fails to comply
with treaty obligations to the United States

31 Jul 1950 0 Rejected, 33–39 Wherry amendment to deny ECA funds to any nation
exporting militarily useful commodities to the
USSR or its satellites

3 Aug 1950 1 Agreed to, 45–40 Smith amendment to exempt ECA funds from 10%
cut imposed on all non-defense items
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Appendix B: Economic Data on the Early Postwar Era

Economic data from the 1940s raise some important issues that require explanation. Although
the limitations of these data are important, they do not diminish the statistical relationships
presented here. If anything, these limitations should make it more difficult to find statistically
significant relationships.

Data on International Trade

Reliable figures on exports and imports for each state are not available. To estimate the size of
the export and import-competing sectors in each state, I first converted the statistics on exports

TABLE A.1. continued

Date Code Result Description

3 Aug 1950 0 Rejected, 42–42 Wherry motion to table Neely motion to reconsider
division vote by which Senate rejected Smith
amendment to exempt funds for international
children’s welfare from 10% reduction

3 Aug 1950 1 Agreed to, 43–42 Neely motion to reconsider division vote by which
Senate rejected Smith amendment to exempt funds
for international children’s welfare from 10%
reduction

3 Aug 1950 1 Agreed to, 44–41 Smith amendment to exempt funds for international
children’s welfare from 10% reduction

3 Aug 1950 1 Rejected, 39–46 Smith amendment to exempt Point Four funds from
10% cut in all nondefense items

4 Aug 1950 0 Rejected, 38–41 McClellan amendment to restrict expenditure of ECA
funds to 95% of amount appropriated

14 Sep 1950 0 Agreed to, 50–23 Wherry motion to suspend rules, offer amendment to
bar ECA aid to any nation exporting military
material to Communist countries

22 Sep 1950 0 Rejected, 28–39 Wherry-Cordon motion to reinstate provision
requiring automatic termination of ECA aid to any
nation exporting military material to Communist
countries

L. Defense Production Act of 1950 (and Selective Service)

28 Jun 1950 1 Passed, 76–0 Manpower Registration Act to extend selective
Service Act of 1948 with amendments

21 Aug 1950 0 Agreed to, 47–42 Johnson amendment to Defense Production Act to
place control of priorities and allocations under
secretary of commerce

21 Aug 1950 0 Agreed to, 47–42 Wherry motion to table motion to reconsider Johnson
amendment to Defense Production Act

21 Aug 1950 0 Rejected, 38–48 Byrd amendment to Defense Production Act limiting
its life to period ending August 31, 1951

21 Aug 1950 1 Passed, 85–3 Passage of Defense Production Act
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and imports into Standard Industrial Classification (SIC) sectors. During the 1940s, imports
were recorded under a classification system known as Schedule A. Exports were recorded
under a different system, Schedule B. These systems organize exports and imports by com-
modity, rather than by the industry that produced them, as in the SIC system. The differences
between these classification systems make some error unavoidable in converting trade data
into the SIC system. Schedule A and Schedule B do not always specify commodities in ways
that facilitate this conversion. In some cases, a single commodity classification includes items
produced by more than one SIC sector. This problem exists even when converting trade data
into the very general two-digit SIC sectors and becomes more serious as one moves to the
narrower classifications at the three- and four-digit levels. In the 1960s, the adoption of a more
easily convertible system for recording data on trade resolved some of these difficulties. Unfor-
tunately, data in this form are not available for earlier historical periods.

Using the converted trade and industrial census data, I calculated the value of the goods
exported by each three-digit SIC sector as a proportion of the total value added in that sector in
the United States. Similarly, I calculated the value of imported goods as a proportion of the
total value added by the industrial sector producing those goods domestically. Assuming that
each sector’s export orientation and import sensitivity were constant across states, I then esti-
mated the state’s overall export orientation and import sensitivity based on the size of each
sector as a proportion of total value added in the state. The indicator of the size of the export
sector, then, is the sum, over all sectors in each state’s economy, of the proportion of the
sector’s products exported multiplied by the size of the sector as a proportion of all value
added in the state. Similarly, import sensitivity is the sum, over all sectors in a state’s economy,
of imports as a proportion of total value added in the sector multiplied by the size of the sector
as a proportion of all value added in the state.

Data on International Lending

The Treasury Department released annual data on foreign lending in each Federal Reserve
district under the Freedom of Information Act. The Federal Reserve requires member banks to
submit monthly information on their ‘‘claims on foreigners.’’ The forms they released contain
figures on both ‘‘short-term claims,’’with a maturity less than one year, and ‘‘long-term claims,’’
with a maturity of more than one year, for each applicable country and region. Each Federal
Reserve Bank aggregates these data and sends them to the Treasury Department. The Treasury
Department released to me the year-end figures for each Federal Reserve district.

In order to approximate each state’s share of the total claims on foreigners in their Federal
Reserve district, I multiplied the district figure by each state’s share of total banking activity in
the Federal Reserve district. I also assumed that the noncoastal states included in the San
Francisco Federal Reserve district did not participate in international lending activity.40 In

40. The San Francisco Federal Reserve district is extremely large, including Arizona, Idaho, Nevada,
and Utah, in addition to the coastal states of California, Oregon, and Washington. The volume of financial
activity in the noncoastal states of this district is extremely low and probably includes very little, if any,
international lending. The Kansas City district, which includes Colorado, Nebraska, Oklahoma, and Wyo-
ming, is probably more like these four states than is the Pacific Coast. This district did not even report on
its foreign lending activity because the total volume was less than $100,000.
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order to control for the total volume of lending activity in each state, I divided total short- and
long-term claims on foreigners by the total loans and discounts for the states in the Federal
Reserve district. The resulting variables are estimated figures for claims on foreigners, on
Asians, or on Europeans, by banks in the state as a proportion of their total lending activity.

Data on Direct Foreign Investment

To develop an indicator of the level of foreign direct investment by corporations headquar-
tered in each state, I relied mostly on the data provided by the annualMoody’s Industrial
Manualand the comparable volumes on utilities, merchandising, and railroads. I examined the
two hundred firms with the greatest assets according to the earliestFortune listing, 1954. I
categorized each based on their ownership of subsidiaries outside the Western Hemisphere or
in extractive industries in less developed areas.

Appendix C: Ideology and Economic Structure

The inclusion of ideology poses some thorny theoretical and methodological questions. Be-
cause politicians frame nearly all their policy positions in terms of shared ideas and beliefs, it
is difficult to tell genuine ideological stands from rationalizations for constituent pressure or
coalitional dynamics. Whatever the reasons for particular members’ ideological convictions,
the ideological makeup of Congress reflects in part the influence of interests and political
coalition building. If only politicians with particular views can gain the party and interest
group backing needed to succeed in politics, this selection process may determine the ideo-
logical composition of the Congress even without directly influencing any individual. In addi-
tion to these conceptual issues, indicators of ideology derived from interest group voting
scores also pose serious problems.41

To cope with these problems I first regressed the ADA scores on the other independent
variables I used. Table C.1 contains the results of this regression. The residual values of the
ADA scores represent the proportion of this particular voting score not explained by these
other variables. Of course, this model does not exhaust the range of exogenous influences on
either ideology or ADA scores. Since ideology, like party, links positions on a wide range of
domestic and foreign policy issues, the influence of groups interested in issues other than
foreign policy may be paramount. For example, model 2 indicates that a strong labor move-
ment in their home states made senators more liberal. The point here is not to develop a
complete model of ideology, but only to discount the voting scores used to indicate it for the
influence of the other variables used here.

I then selected those senators who had residual ADA scores more than one standard devia-
tion from their predicted value. This produced a set of eighteen ‘‘liberals’’ with unusually high
residual ADA scores, and thirteen ‘‘conservatives’’ with unusually low ADA scores. Table C.2
lists the names, states, and party affiliations of these thirty-one senators. Examining the be-

41. Jackson and Kingdon 1992.
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havior of these sets of ideological senators, rather than simply using the residual ADA scores
for the entire Senate, has some important advantages. First, it allows the effects of liberal and
conservative ideology to vary independently. There is no reason to assume that liberals and
conservatives will act as mirror images of one another. Also, examining groups of strong
liberals and strong conservatives avoids some of the problems created by the formulation of
these scores. Because the ADA treats absences in the same way as a vote against their position,
the meaning of small changes in ADA score does not necessarily reflect ideology. The vari-
ables I used in the models presented here ignore these small differences.

TABLE C.1. ADA scores regressed on party, region, and economic structure

Variable

Trade
Relative size of

Export sector 49.33
(49.97)

54.34
(49.25)

Import-competing sector –23.22
(20.20)

–22.39
(19.85)

Portfolio investment
Proportion of total bank lending

To Asia –8,566.73**
(4,079.70)

–9,923.04**
(4,062.35)

To Europe 5,542.97**
(2,581.93)

6,419.90**
(2,572.43)

Direct investment
Proportion of 200 largest corporations headquartered in state

with either no foreign subsidiaries or subsidiaries only in
extractive industries in less developed areas

–2.00
(8.58)

1.30
(8.58)

Party and region
Democratic party 49.89***

(5.21)
49.73***
(5.12)

States in Midwest or Mountain West –7.10
(5.71)

–5.58
(5.66)

States in South –30.49***
(7.10)

–24.41***
(7.57)

Unionization rate (% of workforce) 0.44**
(0.22)

Intercept 18.48*
(10.57)

–0.55
(13.91)

AdjustedR2 0.51 0.53

Note:Numbers in parentheses are standard errors.
*** p , .01.
** p , .05.
*p , .10.
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