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A Great Research Question!
Historical Drivers of Geopolitical Influence during the Cold War?

Figure 6: Ideal Point Across Countries
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Notes: This figure displays the ideal point for all countries between 1950 and 1985 using the measure
of Bailey et al. (2017). The ideal point of the U.S. and USSR are highlighted in blue and red respectively.
Light blue belong to NATO while light pink countries are part of the Warsaw Pact. The ideal point of
non-aligned countries is shown in gray.

country alignment across time, and normalized to reflect alignment with the U.S..25

Voting at the UNGA yields a continuous alignment measure covering all countries
in the world during the Cold War, making it ideally suited for our study. Alternative
measures, such as treaties or military alliances, are sparse (especially beyond ad-
vanced economies) and lack a natural dimension of the intensity of alignment. Ideal
points are estimated based on different countries expressing their preferences on the
same resolutions, making them comparable across countries and time.

The ideal point measure recovers the central fault lines that define the Cold War, as
we show in Figure 6, which plots the ideal points of all countries over time. The U.S.
and USSR are polar opposites in terms of political stances taken in the U.N.. Close
to the U.S. and the USSR are their allies, the members of NATO and the Warsaw
Pact. The methodology does not impose this ex-ante, but recovers this from observed
voting behavior. In the middle are the non-aligned countries, as classified by the
CIA. This is consistent with the interpretation of the ideal point offered in Bailey
et al. (2017), which reflects alignment on global issues rather than bilateral similarity
(see also Broner et al. (2025a)). In this paper, we study alignment on the central global

25The ideal point measure addresses limitations of earlier methods (e.g., bilateral voting correlations
or ’S-scores’). The statistical model of voting controls for shifts in UNGA agenda, enabling valid in-
tertemporal comparisons and explicitly accounts for the fact that resolutions differ in their polarity
(i.e., the degree to which countries disagree on resolutions based on their alignment). This methodol-
ogy enhances reliability in identifying foreign policy shifts.

24

Measure of Alignment : UNGA votes (Bailey et al. 2017)

Empirical pattern → natural theoretical modeling of ”intrinsic” geopolitical preferences
πi ∈ [0, 1] with the two hegemons at each pole (this paper; Broner et al. 2025, )
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Policy tool 1: Foreign aid
Get rid of the vague phrasing ”carrots” and ”sticks”? (all geoeconomics is about carrots and sticks!)

Figure 4: Country-Level Distribution

Ratio  
US Aid

US Aid + Soviet Aid 0.00 0.25 0.50 0.75 1.00

Notes: This figure displays relative size of U.S. and Soviet aid flows from 1955-85, averaged over the
Cold War. For each country the shading reflects the intensity of U.S. aid relative to total aid received.
Figure B.4 shows aid as percentage of recipient GDP.

panel (d) shows that flows from all communist donors tend to follow the same trends
as Soviet aid, because the USSR accounts for the bulk of Communist outflows.

We show the hotspots of global aid competition in Figure 4. For each country,
we show U.S. aid as a percentage of the total aid provided by both superpowers
(averaged over the full Cold War). Countries in blue received relatively more from
the U.S., countries in red are dominated by Soviet aid. There is lots of heterogeneity
across countries and regions. The USSR tends to focus on a smaller set of countries,
foregoing much of Latin America for instance. The competition between both hege-
mons is most intense in Africa, the Middle East and South Asia. Many countries
receive substantial support from both hegemons. Of the 113 countries in our sample
that receive any aid from the U.S. or the USSR, 72 receive aid from both sides over
the course of the Cold War.20

From the recipient perspective these inflows are very large, as we show in Table
B.2, which shows average annual flows as a percentage of recipient GDP. The average
recipient receives aid on the order of 1.5% of GDP from the U.S. and 1% of GDP from
the USSR annually, which amounts to more than 10% of the government budget.21

The distribution of funds by both hegemons is highly skewed, so that the median
recipient receives around half the average, while the largest recipients receive more

20This number increases to 87 when also including aid from other communist donors.
21We use GDP in constant dollars from the Global Macro Database to make these comparisons.

20

Aid is modeled as a transfer from the Hegemon to i conditional on ex-post costly alignment ai
(ex-ante being πi )
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Policy tool 2: threat of trade sanctions
Power of the two Hegemons, 1970 → clear gravity pattern!

Figure 5: Power of the Two Hegemons, 1970

Power 0 − 0.04 0.04 − 0.14 0.14 − 0.28 0.28 − 0.51 0.51 − 2.57

(a) Power of the U.S., 1970

Power 0 − 0 0 − 0.01 0.01 − 0.02 0.02 − 0.07 0.07 − 2.46

(b) Power of the Soviet Union, 1970

Notes: This figure plots the power of both hegemons in 1970, dividing countries into quintiles. Power
refers to the welfare loss (in %) each country experiences upon trade sanctions from a hegemon, for
details see text.

Asia in the case of Russia. This reflects the role of distance in international trade,
which was particularly strong historically. Second, there is an important asymmetry
that emerges between the two hegemons, which grows stronger towards the end of
the Cold War: The U.S. has far more power from trade than the Soviet Union. This
is because the U.S. economy is not only larger than that of the Soviet Union but also
more open in terms of trade. In Figure B.7, we show power in 1960, 1980 and the
difference in power of the two hegemons across all countries.
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(a) USA (b) Soviet Union

Sanctions are modeled as +∞ rise in bilateral trade barriers → off-equilibrium welfare loss,
computed with a quantitative trade model (ACR 2012 formula):

poweri ,t = 1− Ĉi = 1− λ̂
−1/(σ−1)
ii
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Core specification

Model-based empirical specification

log
ai ,t

1− ai ,t
= β log(ci ,t)− β∗ log(c∗i ,t)︸ ︷︷ ︸

observed aid USA vs USSR

+ϕ (poweri ,t − power∗i ,t)︸ ︷︷ ︸
simul. power USA vs USSR

+ εi ,t︸︷︷︸
=unobserved πi

• Endogeneity bias: in the model, unobserved intrinsic geopolitical preference πi drives aid
(ci,t , c

∗
i,t), cost ofintensity of sanctions (poweri,t , power

∗
i,t) and alignment ai,t

• Shift share IV for foreign aid

• Gravity based IV for power

Questions:

• Explain better why (poweri,t , power
∗
i,t) is endogenous

• Why flexible coefficients for aid (β, β∗) but one single coefficient for power ϕ?
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Core results
baseline results in column 5: encouraging but still fragile (robust to alternative clustering?)

Table 3: Instrumental Variable Regression

Log Odds Ratio: Support for US-led order

(1) (2) (3) (4) (5)

US Carrot 0.09∗∗ 0.15∗ 0.09∗∗ 0.07 0.16∗

(0.04) (0.09) (0.04) (0.05) (0.08)

USSR Carrot -0.13∗∗∗ -0.12∗∗∗ -0.16∗∗ -0.16∗∗∗ -0.19∗∗∗

(0.03) (0.03) (0.06) (0.03) (0.07)

∆ Power 0.05 0.04 0.04 0.12∗ 0.12∗

(0.03) (0.03) (0.03) (0.07) (0.06)

KP-F 100.74 209.25 9.30 27.99
F-Stat (US Carrot) 100.74 94.86
F-Stat (USSR Carrot) 209.25 180.16
F-Stat (Power) 9.30 19.19

Weak-IV Robust CI [.014, .287] [-.249, -.062] [.015, .265]
[.040, .284]

[−.301,−.034]
[.048, .247]

N 2587 2587 2587 1935 1935
Controls + FE ✓ ✓ ✓ ✓ ✓

Notes: This table reports estimates based on specification 13, which regresses alignment on U.S. and
Soviet aid and power using the instrumental variables described in Section 4.2. Variables are standard-
ized, the outcome is the log-odds ratio of alignment. Controls are as before. Rows below first-stage
F-Statistics show Andrews (2018) weak-IV robust confidence intervals. Clustered (country) standard
errors in parentheses. Significance codes: *** 0.01, ** 0.05, * 0.1.

we values of β and β∗ below one and around 0.02-0.05.
Coefficient Interpretation. Our estimates imply that buying geopolitical alignment
is expensive. Using the parameter estimates from the unstandardized regression
(Table C.7), we find that doubling aid by the U.S. increases the log-odds ratio of
alignment by β · log 2 ≈ 0.02 (and by β∗ · log 2 ≈ −0.024 for the USSR), which corre-
sponds to around 2.5% of a standard deviation, results are similar when measuring
aid in per capita units.35 This is equivalent to increasing the odds of boycotting the
1980 Moscow Olympics by about 4.5% or moving a country from p50 to p51 in the
empirical distribution of alignment. Compared to other real political events, this cor-
responds to 2% of the effect of the coup against Salvador Allende (and the switch to
Pinochet) and 1.2% of the distance of a neutral country to NATO.36 Large investments

35The point estimates suggest that Soviet aid is slightly more effective, but statistical tests cannot
reject that the two are equally effective.

36For these calculations, we compute the effect of doubling aid and the effects of these geopolitical
events in Appendix B.4 in log-odds space and divide the two.

33
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Congrats!

• Fascinating research project by two PhD students; very promising JMP !

• Impressive showcase of (i) theory with data allowing for CF simulations; (ii) data collection
effort (cold war aids); (iii) versatile, creative and compelling IV strategy; (iv) use of frontier
technics in applied econometrics

• ...but still in progress: writing can be improved; model exposition not super transparent
(microfoundations relegated to appendix do not help); interpretations and intuitions not
super transparent

• A rich and insightful paper that speaks to current geoeconomic realities
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Positioning of your theoretical contribution
• While your empirical contribution (historical analysis of cold war and CF simulations) is

novel and appealing ... could you explicit the nature of your theoretical contribution?

▷ Modeling of carrots and sticks echoes theoretical contributions of Clayton et al. (2024,
2025)

▷ Modeling of two hegemons with alignment and trade sanctions as trigger-strategy
echoes Broner etal. (2025)

• My perspective: Loss of realism vs gain in tractability

▷ Your model can be seen as a special case of Maggiori et al. 2025 (”A theory of
economic coercion and fragmentation”) ...

▷ ... that can be put to the data in a transparent way, with a theory-based empirical
test, and then used to achieve CF simulations!

▷ Not a small achievement!

• Am I right?

▷ If yes: you may want to relegate your model to appendix (showcasing still matters in
a JMP), use instead Clayton et al. (2025) framework and make explicit what are the
assumptions you need to get your empirical specification.

▷ If not, then explain better what are the differences btw the two frameworks
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Counterfactual simulations

• Structural interpretation of their empirical estimates → simulate the model to study the
consequences of the USAID shutdown for the modern U.S.-China geopolitical competition

• Cool approach! Simulation results: China responds by decreasing its aid. We learn form
the model!

• Still, is it reasonable to estimate the model on cold war and perform CF simulation on
US-China in the 2010s?

• More discussion on assumptions required for this extrapolation to be valid (contextual
similarities, stability of the parameters, etc.)
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Two unaddressed channels

• Trade dependencies: both the theoretical and empirical models are silent on trade policy
as a geoeconomic tool

▷ In the model: poweri,t = 1− ŝλ
−1/(σ−1)

ii is exogenous; the threat cutoff âi is endoge-
nous

▷ In reality, trade dependencies affect the gap between inside option (on-equilibrium
trade regime) and outside option (off-equilibrium trade sanction)

▷ Hence, trade policy is used by hegemons to rise this gap (=greater power) and by
countries to reduce it

▷ Can you discuss how this omission affects your analysis? Causal inference, horse-race
with foreign help, ...

• Conflict risk: historically did this carrot and stick competition between USA and USSR
contribute to diffuse tensions and maintain the war ”cold” ?

▷ Answer requires to endogenize the probability of conflict and assess its elasticity to
aid and sanctions
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Geopolitical impact of trade dependencies
Mayer, Mejean & Thoenig (2025), “The Fragmentation Paradox: De-risking Trade and Global Safety”

▷ MMT (2025): A quantitative framework for geoeconomics with empirical applications

▷ Models the two-way causation between trade policy and peace diplomacy

▷ Trade dependencies quantitatively affects geopolitical bargaining power and conflict risk

▷ Bilateral dependency = higher bilateral over multilateral sourcing

→ Ambiguous geopolitical consequences:

(a) ↓ diplomatic bargaining power

(b) ↑ cost of war

(c) ↓ probability of war

▷ (a) + (b) vs (c): Security dilemma of trade dependence vis-a-vis geopolitical rivals
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Geopolitical impact of trade dependencies
The geoeconomics of the US-China pair

(a) Asym. trade dependence (b) Probability of de-escalation (c) Geoeconomic Loss (USA)
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⇒ Between 1995 and 2018, US lost 0.2 percent of real consumption as a result of decreased bargaining
power in diplomatic discussions
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