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Abstract 

The United States gives military aid to countries in order to bolster host nation security, improve 

diplomatic ties, and give the U.S. strategic access to locations of interest. The United States 

deploys troops in a number of countries to carry out Building Partnership Capacity missions and 

in response to terrorist violence. This article examines the third-party effects of U.S. military aid 

and troop deployments on incidents of terrorism in select regions. I use a cross-national panel 

dataset, focused on four regions, combining data on U.S. troop deployments, U.S. military aid, 

and country-level terrorist violence to create a series of empirical models using fixed-effects 

country and year analysis. In addition, I use one case study to examine potential mechanisms and 

situations where U.S. military aid is potentially used in perpetuating international terrorism 

(Pakistan). I find a statistically significant correlation between U.S. troop deployments to a target 

country and the number of terrorism events in countries surrounding the target country. In 

addition, I find a statistically significant correlation between U.S. military aid disbursements to a 

target country and the number of terrorism events in countries surrounding the target country. 

This suggests that U.S. security missions have third-party effects on neighboring countries. U.S. 

policymakers should further consider the larger region before engaging in troop deployments and 

military aid.   
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Introduction 

Motivation 

In response to the Terror Attacks on September 11, 2001, the United States began global 

operations to destroy al-Qaeda’s power centers in Afghanistan and to dismantle its terrorist 

network. Operation Enduring Freedom was launched on October 7, 2001, beginning the War in 

Afghanistan as well as counterterrorism operations in the Philippines, the Sahel and Horn regions 

of Africa ("The Global War on Terrorism: The First 100 Days"). This prompted a rethinking of 

the traditional role of security assistance and cooperation by leaders in the Department of 

Defense (DOD). As a result, the United States began to focus on Building Partnership Capacity 

(BPC) as a key component of U.S. national strategy (McInnis & Lucas 2015). Since the 2006 

Quadrennial Defense Review, a DOD study of potential military threats and strategic objectives, 

BPC has come to encompass a wide variety of programs including (but not limited to): advising, 

educating, equipping, exercising, mentoring, planning, and training foreign security forces, with 

a focus on weak and fragile states (McInnis & Lucas 2015). The rationale behind these ventures 

is that improving the security and governmental capabilities of weak and fragile states will 

ultimately improve the national security of the United States by reducing the threat of terrorist, 

insurgent, and criminal activity (Veneri 2011).  

Under this new strategy, U.S. troop deployments increased dramatically. In 2001, 

approximately 148,000 troops across all services were deployed. By 2003, this had increased to 

approximately 567,000 (Wenger, O'Connell, & Cottrell 2018). Troop deployment trends would 

slowly decrease over the next 12 years. The bulk of troop deployments were to Afghanistan, and 

later Iraq, however, there were significant increases in U.S. personnel abroad engaging in 

counterterrorism operations. U.S. security assistance and military aid funding also increased 
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across the same time period; Since 2006, the United States has disbursed more than $200 billion 

for security assistance and security cooperation efforts in foreign countries (Epstein & Rosen 

2018). In 2006, aid administered by the DOD totaled $9.2 billion. By 2012, DOD aid reached 

$12.7 billion, before declining for two years. In 2015, aid increased to $10.9 billion from 2014 

levels of $7.5 billion, before declining again over the next two years (Epstein & Rosen 2018). 

However, military aid and troop deployments have not always produced the desired effects. 

Recently, the efficacy of BPC is coming under scrutiny; the recent battles between Afghan forces 

and the Taliban over Kunduz as well as the paltry results from U.S. trained forces in Iraq and 

Syria have prompted a rethinking of BPC as a strategy (Brooks 2015; Korb 2015). 

 This paper examines two strategies the United States uses in BPC operations: military aid 

and troop deployments. Military aid is used, in part, to help target countries build their own 

capacity to address internal challenges such as terrorism. U.S. troops are deployed to countries 

when the security forces of that country are lacking. These two mechanisms are meant to 

ultimately improve the security situation in the target country. In particular, BPC operations 

often have a goal of reducing terrorist violence (Veneri 2011). However, previous research has 

shown that there are third-party effects from the use of military aid and from the deployments of 

troops. One third-party effect is the number of terrorism events a country experiences. I found 

little research that looked at the impacts of U.S. troop deployments and military aid 

disbursements on neighboring countries. Thus, I extend this third-party effect to a larger region 

and ask: What is the impact of U.S. military aid and U.S. troop deployments on regional levels of 

terrorism?  

Hypotheses 
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Previous research (Braithwaite 2015) has shown higher levels of a country’s troop 

deployments to be associated with higher levels of terrorism against that country’s interests. For 

example, when the United States deploys troops to a country A, more terrorist events are targeted 

at the United States in country A. Additional research shows that terrorism exhibits contagion 

and/or diffusion across borders (Cliff & First 2013). That is, terrorist cells and terrorist violence 

in one country can leech across a neighbor’s borders and correlate with more terrorist violence in 

the neighboring country.  

My first hypothesis combines these two findings; if U.S. troops deployed to Country A is 

correlated with an increase in terrorism events and terrorist violence is contagious or diffuse, I 

would expect that U.S. troop deployments to Country A to be correlated with an increased 

number of terrorist events in countries that neighbor Country A. Thus, my first hypothesis:  

Hypothesis 1: Higher levels of US Troop deployments to a country is associated with an 

increased number of terrorism events in the country’s neighbors. 

My second hypothesis seeks to further interrogate Hypothesis 1 through the United 

States’ use of military aid. It is important to recognize the various incentives for an aid-recipient, 

as well as recognize why the U.S. doles out military aid in the first place. US military aid is 

largely used to advance U.S. security and provide access to strategic locations. In addition, 

military cooperation with allies is based on a Cold War mentality that causes U.S. policy makers 

to ignore the bad behavior of aid recipients (Shapiro & Sokolsky 2016). For example, U.S. 

military aid to Pakistan allows the direct access to resupply U.S. troops in Afghanistan, and 

access Central Asia more broadly. However, countries that receive military aid operate under 

their own incentives and strategic thinking. They leverage the United States’ need for access for 

continued military support (IE the U.S. needs a base in a strategic country, the country leverages 
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this need to keep military aid flowing, as in Qatar and Turkey). Moreover, there’s a moral hazard 

issue at play. The United States protects against full diplomatic consequences from a partner’s 

perverse actions by intervening and propping up bad actors (IE as in Saudi Arabia-Yemen; 

Pakistan; Turkey) (Shapiro & Sokolsky 2016). Meanwhile, these countries use U.S. military aid 

for their own strategic ends and proxy wars. For example, Pakistan has diverted U.S. military aid 

into harboring Islamic militants, and exacerbating proxy-terrorism with Pakistan’s neighboring 

rival, India (Ibrahim 2009). This leads to my second hypothesis. 

Hypothesis 2: U.S. military aid is not confined to the recipient country, it diffuses. Higher 

levels of U.S. military aid are associated with higher levels of terrorism in neighboring 

countries. 

Research Findings 

 After controlling for both country and year fixed effects, I found a statistically significant 

positive correlation between U.S. troop deployments to a target country and the number of 

terrorist events in the countries surrounding the target country; a ten percent increase in troop 

deployments is associated, on average, with a 1.39 percent increase in the number of terrorism 

events in surrounding countries. In addition, I found a statistically significant positive correlation 

between U.S. military aid to a target country and the number of terrorism events in countries 

surrounding the target country; a ten percent increase in military aid is associated, on average, 

with a 0.6 percent increase in terrorism events in countries surrounding the target country. This 

confirms both Hypothesis 1 and 2 and suggests that the deployment of troops and distribution of 

military aid is not isolated to the intended target country; the use of these strategies leads to 

third-party effects that negatively impacts the security of neighbors.  



5 

 

Literature Review 

Previous research on terrorism has focused on the incidences of terrorism, potential 

causes, and specific local effects. My research is, in some ways, a response to Alex Braithwaite’s 

Transnational Terrorism as an Unintended Consequence of a Military Footprint. In this paper, 

Braithwaite looks at a commonly cited motivation for terrorist groups: foreign troop presence. 

He finds that there is, indeed, a correlation between foreign troop presence and incidences of 

terrorism (Braithwaite 2015). In particular, during the War on Terror, military interventions by 

Western countries have increased the supply of terrorist groups, leading to increased levels of 

terrorism (Azam & Thelen 2010). Additional research such as Cliff and First in Testing for 

Contagion/Diffusion of Terrorism in State Dyads find that there are “correlations of terrorist 

events that indicate evidence of contagion and/or diffusion...” (Cliff & First 2013). Evidence 

supports the idea that terrorism spreads to additional regions. Coupled with the research on 

foreign troop presence as a motivation for terrorism this suggests that foreign troop presence 

might have a regional effect on terrorism levels. My research, in part, investigates this 

hypothesis: what impacts does U.S. presence have on the countries in the surrounding region.  

I posit two mechanisms that influence the way U.S. military aid is used by countries: 

Captured Peacebuilding and Moral Hazard. Captured Peacebuilding comes out of political 

science research and considers the rational preferences of the giver of military aid, the recipient, 

and substate parties. Moral Hazard is an economic theory that helps explain why people or 

countries might behave irrationally.    

Channel 1 – Captured Statebuilding  

In The Peacebuilder’s Contract: How External State-Building Reinforces Weak 

Statehood, Michael Barnett and Christoph Zürcher advance a model for strategic interactions 
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among peacebuilders, state elites, and subnational elites that helps to explain how aid, including 

military aid, is used by countries and subnational recipients. They note four possible outcomes: 

“cooperative peacebuilding: local elites accept and fully cooperate with the peacebuilding 

program; compromised peacebuilding: the desire of peacebuilders for stability and legitimacy of 

peacebuilding and the desire of local elites to ensure that reforms do not threaten their power 

base; captured peacebuilding: state and local elites are able to redirect the distribution of 

assistance so that it is fully consistent with their interests; or conflictive peacebuilding: the threat 

or use of coercive tools by either international or domestic actors to achieve their objectives.” 

(Barnett, Zürcher) They continue in the essay to point to Afghanistan as an instance of captured 

peacebuilding where subnational and state elites coopted aid, intended for government 

liberalization, to be used for promoting regime stability or increasing power dynamics. Under 

this mechanism, countries who have succeeded in capturing the peacebuilding process are able to 

divert foreign aid towards their own ends.  

 Pakistan offers a perfect example of this dynamic. “Since September 11, 2001, U.S. 

funding has been intended for the following five purposes: to cover the extra cost to Pakistan’s 

military of fighting terrorism; provide Pakistan with military equipment to fight terrorism; to 

provide development and humanitarian assistance; covert funds (such as bounties or prize 

money; and cash transfers directly to the Pakistani government’s budget.” (Ibrahim 2009) 

However, from 2002 to 2008, “these cash transfers became Pakistani sovereign funds, 

precluding U.S. oversight.” (Ibrahim 2009). Due to this lack of oversight, Pakistan could support 

terrorist groups as “Islamist terrorists belonging to groups like Jjaish-e-Mohammed and 

Lashkar-e-Taiba have benefited from recruitment, financing, training, and other forms of 

support provided by Pakistan’s security establishment.” (Jaishankar 2019). Thus, captured 
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peacebuilding explains the ways a country might use military aid to increase its own regional 

power through the strategic funding of terrorist groups.  

Channel 2 – Moral Hazard 

The United States is no stranger to allies misusing U.S. military aid. Moral hazard helps 

in explaining this behavior. “In the diplomatic version of helicopter parenting, the US protects its 

client states from suffering the full consequences of their behavior by bailing them out of trouble, 

incurring the costs and adverse consequences rather than making their putative ally bear the 

consequences of their actions.” (Shapiro & Sokolsky 2016) The United States, in effect, acts as a 

guarantor, protecting allies and client states from their risky behavior. Moreover, host nations 

receive military aid to pacify local terrorist campaigns but lose aid when terrorism ceases. Thus, 

the host nation has little incentive to push for the end of local terrorism. In fact, this leads to a 

perverse incentive because aid is reduced when the terrorist groups are removed. This suggests 

that “while military aid may not be effective at actually disarming terrorist groups, it can be 

effective at keeping terrorist groups out of power.” (Bapat 2011) Indeed, military aid can 

exacerbate state violence. When governments anticipate military aid intended to prevent a civil 

war, “they feel protected from internal threats and are less constrained in their dealings with 

their populations. This repression increases grievance, leading dissidents to engage in strategies 

of dissent other than civil war.” (Cunningham 2016). One such strategy of dissent is terrorism 

(Freedman 2007). Thus, while U.S. military aid to a country does not directly finance groups, it 

can help in creating the stage for sub-state actors to engage in terrorism. 

Additional evidence has shown that military aid increases the length of time that a 

terrorist group remains inside a country. In Resident Terrorist Groups, Military Aid, and Moral 

Hazard: Further Empirical Analysis, Kim, Li, and Sandler show that “military or conflict aid 
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gives rise to moral hazard on the part of the host countries that augments the average longevity 

of resident terrorist groups…” (Kim, Li, & Sandler 2019).  

Lastly, direct reporting has shown how U.S. allies misuse military aid. Pakistan’s Inter-

Services Intelligence (ISI) in particular has been implicated. According to Lawrence Wright: “A 

number of investigative reports have suggested that the I.S.I. diverted American money 

designated for fighting terrorism to the Taliban.” (Wright 2011). Further reporting details the 

ISI’s relationship to the Haqqani network (Garamone 2011) among other groups.  

Conceptual Model and Analysis Plan 

To test both hypotheses, I use a country-year panel dataset that spans from 1998-2017. I 

focus only on countries that have contiguous land neighbors. I use a Fixed Effects research 

design to control for country and year fixed effects, allowing me to control for long-standing 

cultural attitudes and historical events that contribute to regional animosity as well as variables 

that are common to all countries that may change over time. The models can be written such that: 

Hypothesis 1:  𝑅𝑒𝑔𝑖𝑜𝑛𝑎𝑙𝑇𝑒𝑟𝑟𝑜𝑟𝑖𝑠𝑚 =  𝛽0 + 𝛽1 ∗ (𝑈𝑆𝑅𝑒𝑔𝑇𝑟𝑜𝑜𝑝𝑠) +  

𝐵2 ∗ (𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠) + 𝐹𝐸𝐶𝑜𝑢𝑛𝑡𝑟𝑦 +  𝐹𝐸𝑌𝑒𝑎𝑟 + 𝑒 

Hypothesis 2:   𝑅𝑒𝑔𝑖𝑜𝑛𝑎𝑙𝑇𝑒𝑟𝑟𝑜𝑟𝑖𝑠𝑚 =  𝜕0 + 𝜕1 ∗ (𝑈𝑆_𝑀𝑖𝑙_𝐴𝑖𝑑) + 

 𝜕2 ∗ (𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠) + 𝐹𝐸𝐶𝑜𝑢𝑛𝑡𝑟𝑦 +  𝐹𝐸𝑌𝑒𝑎𝑟 +  𝑢  

 My key dependent variable, RegionalTerrorism, is a sum of all the terrorist events in the 

countries that surround a country. My key independent variables, US_Troops and US_MilAid, 

are the U.S. troops deployed to a country and the U.S. military aid disbursed to a country in 

constant dollars. Lastly, I control for basic economic characteristics (GDP, population per 

capita). I use three main databases to construct my dataset. The National Consortium for the 

Study of Terrorism and Responses to Terrorism’s (START) Global Terrorism Database™ 
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(GTD). This data measures the number of unique terrorism events from 1970 to 2017. I have 

collapsed the raw GTD to a country-incident level panel dataset. For U.S. troop deployments, I 

use data published by Tim Kane and the Heritage Foundation which gives time series data on 

U.S. troop deployments by year and country from 1950 to 2005 (Kane 2006). I supplement this 

with additional datasets from the DMDC website which maintains a DOD Personnel, Workforce 

Reports and Publications site. Data from this website is used to provide U.S. troop deployments 

by year and country from 2006 – 2017. The final dataset is from USAID and offers a summary 

of obligations and disbursements in current and constant dollars by country from 1946 to the 

most recent year. My years of interest are from the beginning of 1998 to the end of 2017. I focus 

on these years because: 1. It offers ~3 years of pre-Afghanistan War data which coincided with a 

massive increase in U.S. troop deployments, military aid, and incidents in terrorism across many 

countries of interest; 2. Narrows the scope of study to post-Cold War U.S. national strategy.  

Empirical Results 

My first hypothesis states that higher levels of U.S. troop deployments to a country is 

associated with higher levels of terrorism in a neighboring countries. Countries without land 

neighbors, such as island nations, were excluded from the analysis. To better understand this 

question, I performed regressions of local troop deployments on local terrorism incidents, and of 

local troop deployments on regional terrorism incidents. This allows for a better comparison of 

the potential impact U.S. troop deployments have on the countries to which they are deployed 

and the potential impacts on the larger region. All results are displayed in Appendix B.  

The mean number of terrorist events in a country is 72.64 events. The mean number of 

terrorism incidents for countries surrounding a country is 177.28. Table 1 displays the results 

from a simple regression of local troops on local terrorism showing level-level, level-log, and 
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log-log results. Table 2 compares results of local troops on local terrorism from a simple OLS 

regression and four different Fixed Effects models. Table 3 displays the results of local troops on 

regional terrorism from a simple regression showing level-level, level-log, and log-log results. 

Table 4 compares results of local troops on regional terrorism from a simple OLS regression and 

four different Fixed Effects models.  

A basic OLS regression finds a statistically significant correlation between U.S. troop 

deployments to a country and the number of terrorism incidents in that country. However, after 

controlling for country and year fixed effects, this correlation is no longer statistically 

significant; there is not enough statistical evidence to say that U.S. troop deployments are 

correlated with the numbers of terrorist events in a country. However, U.S. troop deployments in 

a country does have a statistically significant correlation with the number of terrorism events in 

the countries surrounding the country of deployment. After controlling for country and year fixed 

effects, I found that a one percent increase in U.S. troop deployments was correlated with a .139 

percent. Another way to think about this is that a doubling (increase by 100%) of U.S. troop 

deployments to a country is associated with a 13.9% increase in the number of terrorism 

incidents in neighboring countries. This shows that when there are large troop surges to a target 

country, as in the case of Iraq in 2007, there is a correlation with increased terrorism events 

outside the country. 

My second hypothesis states that higher levels of U.S. military aid are correlated with 

higher levels of terrorism in neighboring countries. Again, I performed an analysis on local-local 

and local-regional to better compare the potential impact of U.S. military aid on regional and 

local terrorism levels. I divided the analysis between U.S. Military Aid in one set of regressions 

and U.S. Economic Aid in another. All aid values are in Constant Dollars. Table 5 displays the 
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results of a basic log-log OLS for local U.S. military aid on local incidents of terrorism, and local 

U.S. economic aid on local incidents of terrorism. Table 6 compares results of local U.S. military 

aid on local terrorism from a simple OLS regression and four different Fixed Effects models. 

Table 7 compares results of local U.S. economic aid on local terrorism from a simple OLS 

regression and four different Fixed Effects models. Table 8 displays the results of a basic log-log 

OLS for local U.S. military aid on regional incidents of terrorism, and local U.S. economic aid 

on regional incidents of terrorism. Table 9 compares results of local U.S. military aid on regional 

terrorism from a simple OLS regression and four different Fixed Effects models. Table 10 

compares results of local U.S. economic aid on local terrorism from a simple OLS regression and 

four different Fixed Effects models. 

My analysis finds, after controlling for country and year fixed effects, that there is a 

statistically significant correlation between local U.S. military aid and local levels of terrorism, 

as well as a statistically significant correlation between local U.S. economic aid and local levels 

of terrorism. At a regional level, I found a statistically significant correlation between U.S. 

military aid to a country and regional levels of terrorism. After controlling for state and fixed 

effects as well as other economic controls, a ten percent increase in U.S. military aid was 

associated with a .606 percent increase in the number of terrorism events in neighboring 

countries. This suggests that large increases in military aid can have a destabilizing effect on 

neighboring countries in the form of an increased number of terrorism events.  

Robustness Checks  

I performed four additional regressions to analyze the robustness of my empirical model. 

Table 11 displays the results of a model that includes all relevant troop deployment and military 

aid variables to both a local country and region. In this analysis, I find that the total number of 
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U.S. troops to a region and the total amount of U.S. military aid to a region are both highly 

correlated with an increased number of terror events in the region. Table 12 displays the results 

of three regressions of local troop deployments on regional terrorism with specific countries and 

regions removed from the sample. In Table 12 – model 1, South Korea, Kuwait, and Germany 

are removed from the model due to their high levels of U.S. troop deployments over my target 

years. This allows for a better analysis of more countries where there is a more fluctuation of 

U.S. troops deployed. Model 2 removes all countries in Asia and Europe to test my model in 

countries where the U.S. has not engaged in significant troop deployments. Model 3 removes 

both Afghanistan and Iraq, the major instances of U.S. troop deployments. In all three cases, I 

find a statistically significant relationship between the total military aid delivered to a region and 

the number of terrorism events that occur in that region. This confirms my second hypothesis and 

reinforces the notion that increased military aid to a region has a larger regional third-party 

impacts. Lastly, in Graph 1, I test for potential reverse-causality with U.S. troop deployments 

and terrorism levels in a country – do U.S. troop deployments respond to increased levels of 

terrorism in a country – and find that U.S. troops deployments are not responding to terrorist 

attacks and higher levels exist before the mean number of attacks in a country. 

Case Study – The U.S.-Pakistan Relationship 

Since 2002, the United States has given Pakistan at least $20 billion in security assistance 

(Erickson 2018). In the below case study, I detail the how my theory of change was reflected in a 

real-life scenario. I argue that the U.S.-Pakistan relationship exhibits both Captured Peace 

Building and Moral Hazard. The United States and Pakistan have a long historical relationship 

dating to Pakistan’s creation in the 1950s and it is important to note that the events, incentives, 

and preferences that characterize this relationship have historical roots. 
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Captured Peace Building 

The U.S.-Pakistan relationship exhibits captured peacebuilding. In their essay, The 

peacebuilder’s contract, Michael Barnett and Christoph Zürcher propose a theory that tries to 

explain why peacebuilding operations succeed or fail. Their model takes into account the 

preferences of peacebuilders, state elites, and subnational elites and results in four potential 

peacebuilding outcomes: Cooperative;1 Compromised;2 Confrontational;3 and Captured.4 I argue 

that the U.S. relationship with Pakistan is consistent with Captured Peacebuilding. Prior to the 

U.S. Invasion of Afghanistan, the United States had placed significant sanctions on Pakistan for 

both its nuclear weapons program and for a coup in 19999 staged by General Pevrez Musharraf, 

leader of the Pakistani Army.5 In the aftermath of the September 11, 2001 terror attacks, 

Pakistan’s geo-strategic position changed dramatically (Erickson 2018). The United States 

needed Pakistan’s support for Operation Enduring Freedom which included airstrikes targeting 

al-Qaeda and the Taliban in Afghanistan. President Musharraf pledged full support to the U.S., 

thus joining the Global War on Terror. The United States responded by lifting sanctions and 

increasing both economic and military aid. Throughout the conflict, Pakistan served as a staging 

ground for troops, aircraft, and as a crucial logistical and supply line; over 80% of the supplies 

used by coalition forces arrived through the Pakistani port city of Karachi (Riedel 2016). The 

United States’ reliance on Pakistan’s geo-strategic position gave the South Asian country 

incredible leverage – leverage that it used to ensure the continued flow of aid money. 

Meanwhile, little oversight was attached to funds – one portion of U.S. aid was in the form of 

 
1 Unimpeded delivery of services and assistance leading to the creation of new institutions that distribute political 

and economic power to new actors. 
2 Local elites and peacebuilders jointly determine assistance activities.  
3 Peacebuilders and local elites develop antagonistic and conflictive relations, leading to the suspension of assistance 

by peacebuilders and active resistance by locale elites.  
4 Local elites are able to shift peacebuilding programs and resources so that they are consistent with their interests.  
5 Musharraf became President of Pakistan in 2001. 
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cash transfers which flowed directly to the Pakistani government. Pakistan also argued that 

Federally Administered Tribal Areas (FATA) were too dangerous for sustained oversight, 

although significant amounts of U.S. funds were to be spent there (Ibrahim 2009). Combine this 

with the highly reported corruption in the Pakistani army and the poor results of counterterrorism 

operations (the 2007 National Intelligence Estimate noted al-Qaeda had constructed a safe refuge 

in the FATA (2007 National Intelligence Estimate)) and it’s clear Pakistani elites were able to 

shift U.S. resources towards their own ends.  

Moral Hazard 

The U.S.-Pakistani relationship also exhibits moral hazard. Assured that U.S. military aid 

would continue, Pakistan was able to engage in more risky geo-strategic positioning. The U.S.’s 

strategic goals in the War on Terror lead to an intense focus on Afghanistan and largely 

unrestricted funds to Pakistan for its support. Knowing that the United States would serve as a 

security guarantor, Pakistani President Musharraf (2001-2008) has acknowledged that he 

diverted billions of dollars to arm Pakistan against its regional rival India (Wright 2011), 

exacerbating tensions between the two. This risky security move would be less likely if the 

United States was not engaged in a protracted war in Afghanistan that required Pakistani support 

for supply lines. Pakistan’s main focus has been to disrupt terror cells that attack targets in 

Pakistan. Groups who attack outside of Pakistan, specifically in India and Afghanistan, have 

largely been undeterred. In some cases, the Pakistani Army and the Inter-Services Intelligence 

(ISI) service, Pakistan’s premier intelligence agency, provide cover and cross-border infiltration 

for these groups. Most egregiously, the ISI has been implicated in terror events perpetrated by 

Lashkar-e-Taiba, including the 2008 Mumbai Terror attacks which resulted in nearly 200 deaths 

(Jaishankar 2019). Pakistan has not made significant efforts to dismantle this terrorist 
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infrastructure. Again, this risky behavior is, in part, inflamed by the United States role as 

Pakistan’s security guarantor. Pakistan, in effect, is guarded from retaliation by its neighbors 

because of the U.S.’s presence. 

Limitations 

Below I discuss the limitations to my study. I have organized these limitations into 

Variable, Dataset, and Analysis categories. Measuring externalities is very challenging. A 

group’s use of terrorism as a tactic, in particular, has many microlevel variables that cause the 

use of terrorism. Additional research is needed to incorporate these variables and to better 

understand the numerous channels that exist between state and substate actors and terrorist 

groups.   

Variable Limitations 

There are numerous variables missing from my analysis. In particular, my analysis does 

not take into account how people are radicalized over time, or the extent to which social media 

plays in this radicalization. Nor does my analysis account for the various ideologies of terrorism 

groups, or how these ideologies may have changed over time. In addition, my analysis does not 

consider the myriad ways in which terrorist groups finance themselves. However, I do not expect 

these variables to bias results as they are likely only correlated with my key dependent variable: 

Terrorism Incidents. 

 Missing variables that would bias my results would be related to both my dependent and 

independent variables: Terrorism Incidents, U.S. Troops, U.S. Military Aid. Variables like 

bilateral and multilateral treaty requirements that dictate how many U.S. troops are obligated to 

be stationed in a country or the amount of continuous U.S. military aid to a country. For 

example, the United States has a long-standing agreement with Germany, Japan, and South 
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Korea to host U.S. troops. This, in part, is predicated on U.S. strategic goals and maintaining the 

capability for a rapid forward presence. The agreements for these troop levels is pre-ordained 

and fixed. I would be worried that this type of fixed-troop agreement would differ significantly 

from agreements were U.S. troop levels can adjust more dynamically, leading to distinct 

variations within the troops data. I attempted to test for this relationship in my robustness checks.  

There are similar limitations around U.S. military aid. For example, the U.S. Department of 

Defense uses military aid to help countries buy largescale U.S. weapons systems. This fits 

outside of my theory of change, and I would not expect this level of U.S. military aid to 

contribute to increased levels of terrorism. This exogeneity could be addressed through using 

valid instruments for U.S. troops and for U.S. military aid. For example, Aklin and Kern 

instrument for U.S. troop deployments in Moral Hazard and Financial Crises: Evidence from 

American Troop Deployments (Aklin & Kern 2019).    

Dataset Limitations 

The database I used to collect my troops data only measured troop levels in December of 

each year. Thus, my troops dataset does not account for variations in troop levels across the year. 

Similarly, my dataset is also a country-year panel dataset, which measures key variables yearly, 

missing more nuanced variations that might occur within my key and control variables across the 

year. In addition, thes troops dataset consists of all U.S. personnel, deployed troops, as well as 

DOD civilian staff. It does not account for U.S. contractors or other personnel that might be 

associated with a U.S. military presence in a country. In addition, the database I used to 

aggregate military and economic aid does not distinguish between the types of aid offered to 

each country but focuses on the total amount of military and economic aid sent to a country in a 
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given year. This could potentially bias results as different categories of military aid have 

different requirements and oversight.  

Analysis Limitations 

 The way I compiled “regions” has a potential to bias results. I defined regions as the 

countries that are contiguous land neighbors of a given country. I chose this method to better 

focus on the immediate areas around countries as opposed to having predefined “regions” like 

South Asia or Western Europe, which I felt were too broad to test a contagion/diffusion theory. I 

also felt that a dyad-based analysis would be too narrow, focusing on one-to-one country 

relationships, rather than a group of countries. However, my chosen analysis method allows for 

country’s data to be aggregated in the “regions” of multiple countries; Countries with high 

numbers of terrorism incidents could potentially bias results by being included multiple times in 

the set of neighboring countries. For example, Nigeria has a high number of terrorist incidents 

and is bordered by Benin, Niger, Chad, and Cameroon. These four countries would each include 

Nigeria’s terrorism numbers in the regional terrorism variable, potentially leading to higher 

regional terrorism levels. However, the reverse is also true. Countries with low numbers of 

terrorist incidents would, similarly, be grouped in the regional terrorism variable, potentially 

lowering regional terrorism levels. Without further analysis, I assumed these two groups would 

cancel each other out. 

Policy Implications and Conclusion 

 The United States has relied on Building Partnership Capacity as a national security 

strategy since 2001 to bolster the resources and capability of partner nations to address internal 

and external threats, including the threat from terrorist groups. Under this strategy, U.S. troop 

deployments are intended as a stabilizing force to improve the security situation of partner 
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nations, while U.S. military aid disbursements are used to bolster a partner’s security capability. 

However, prior research has shown troop deployments to a country to be correlated with 

increased terrorist events in that country and that terrorism exhibits contagion and diffusion, 

potentially harming the security situation in the country and region. My research finds that there 

are indeed third-party effects of U.S. troop deployments and U.S. military aid disbursements on 

neighboring countries. I posit that Captured Peace Building and Moral Hazard explain these 

third-party effects. I find that an increased percentage of U.S. troop deployments and military aid 

disbursed to a country to be correlated with an increase in the percentage of terrorist events that 

occurred in neighboring countries: A ten-percent increase in the number of U.S. troops deployed 

to a country is associated, on average, with a 1.39 percent increase in the number of terrorist 

events in neighboring countries; a ten-percent increase in U.S. military aid disbursed to a country 

is associated, on average, with a .606 percent increase in the number of terrorist events in 

neighboring countries. Thus, the correlation is stronger when military aid and troop deployments 

dramatically increase, such as when U.S. troops first are deployed to a country or in a troop-

surge scenario.   

 However, the presence of third-party effects from U.S. troop deployments and military 

aid disbursements does not mean the United States should completely disengage from Building 

Partnership Capacity or counterterrorism missions. Instead, it widens the scope for the planning 

that goes into troop deployments and the use of military aid. The United States should adopt a 

“First Do No Harm” mantra when developing regional national security strategies and seek to 

limit the potential damage to third parties when implementing these strategies. This would 

require an extensive cost-benefit analysis prior to engagement that empowers the entire 

Intelligence Community to develop independent analyses of the state and substate actors in both 
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the target country and in neighboring nations. In particular, these analyses can probe a target 

country’s connection to terror groups and their willingness to dismantle terrorist infrastructure 

within their own borders. Moreover, a detailed cost-benefit analysis would help in identifying 

strategic, regional and global partners that have stakes and leverage in target countries. This 

would allow the United States to more effectively share the burden with partners and ensure a 

long-term security strategy with regional stakeholders.  

The use of U.S. military aid should also entail significant coordination among the 

Department of Defense, Department of State, the Intelligence Community, and the Department 

of Treasury. Improved coordination among U.S. government stakeholders would help in 

reducing interagency conflicts and promote governmental consensus in U.S. engagement. Lastly, 

the use of U.S. military assets would require significant oversight to ensure that aid and troops 

are contributing to the overarching regional strategy. In addition, this oversight should be 

recurring to ensure that U.S. assets are being used properly and having the intended effect on the 

security situation in the region.  

In conclusion, my study finds that the United States’ use of troop deployments and 

military aid on a target country has a potential third-party effect on the number of terrorist events 

experienced by neighboring countries. To my knowledge, mine is the first study to show this 

relationship. These third-party effects should prompt improved regional planning prior to the use 

of military aid or troop deployments, as well as increased oversight on how military assets are 

improving a region’s security situation. Altogether, the goal of U.S. strategy should be to 

improve the security situation in target and neighboring countries by limiting the potential for 

third-party effects.  
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Appendix A: Definitions 

Terrorism is certainly a charged word which carries many important weights to it. Indeed, 

the history of the efforts to define the word is quite interesting.6 However, I am limited by my 

dataset, the Global Terrorism Database, which uses the following definition: “The GTD defines a 

terrorist attack as the threatened or actual use of illegal force and violence by a non-state actor to 

attain a political, economic, religious, or social goal through fear, coercion, or intimidation.” The 

GTD codebook goes on to define three criteria for inclusion into the dataset: “1. The incident 

must be intentional; 2. The incident must entail some level of violence or immediate threat of 

violence; 3. The perpetrators of the incidents must be sub-national actors.”7 

This definition is largely consistent with that used by the U.S. Department of State 

(DOS): “The term ‘terrorism’ means premeditated, politically motivated violence perpetrated 

against non-combatant targets by subnational groups or clandestine agents.”(Kraft & Marks 

2011) Due to this dataset constraints and the similarity to DOS’s definition, I will use the GTD 

codebook’s definition of Terrorism for this study. 

Military presence is a large, encompassing term. O’Mahony, et al, in U.S. Presence and 

the Incidence of Conflict define it as Forces, Footprint (infrastructure), Activities, and 

Agreements (O’Mahony et al 2018). While each of these can be divided into subsections upon 

subsections, I focus specifically on forces that have been deployed to a country in a given year 

and combined military aid across all services and departments for a given year. 

 

 
6 See Chapter 2: Terrorism Definitions of U.S. Government Counterterrorism: A Guide to Who Does What by 

Michael B. Kraft and Edward Marksfor a good overview of the topic. 
7 https://www.start.umd.edu/gtd/downloads/Codebook.pdf 
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Appendix B: Tables 

Table 1: Local Troop Deployments on Local Terrorism

 

Table 2: Local Troop Deployments on Local Terrorism, OLS and Fixed Effects Models 

 

 

 

 

 

 (1) (2) (3) 

VARIABLES Model 1 - Level-Level Model 1 - Level-Log Model 1 - Log-Log 

    

Troop Total 0.00466***   

 (0.000760)   

year 8.291*** 8.195*** 0.0674*** 

 (1.207) (1.234) (0.00831) 

log_troops  25.63*** 0.167*** 

  (5.047) (0.0235) 

Constant -16,589*** -16,477*** -133.8*** 

 (2,417) (2,485) (16.67) 

    

Observations 1,366 1,286 1,286 

R-squared 0.094 0.085 0.089 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

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

VARIABLES OLS Fixed Effects vs1 Fixed Effects vs2 Fixed Effects - Year Fixed Effects Controls 

      

log_troops 0.167*** 0.123* 0.114 0.0768 0.0440 

 (0.0235) (0.0688) (0.0754) (0.0710) (0.0719) 

log_wdi_gdpcapcon2010     0.287 

     (0.429) 

wdi_gdpgr     -0.00495 

     (0.00616) 

wdi_trade     -0.00696 

     (0.00503) 

p_polity2     0.0140 

     (0.0339) 

year 0.0674***     

 (0.00831)     

Constant -133.8*** 1.265*** 1.750*** 1.597*** -0.326 

 (16.67) (0.229) (0.285) (0.338) (3.488) 

      

Observations 1,286 1,223 1,223 1,223 1,135 

R-squared 0.089  0.011 0.207 0.204 

Number of ccode  125 125 125 119 

Country FE  YES YES YES YES 

Year FE    YES YES 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 3: Local Troop Deployments on Regional Terrorism, OLS Models 

 

 

Table 4: Local Troop Deployments on Regional Terrorism, OLS and Fixed Effects Models 

 

 

 

 

 

 (1) (2) (3) 

VARIABLES Model 3 - Level-Level Model 3 - Level-Log Model 3 - Level-Log 

    

Troop Total 0.00147*   

 (0.000787)   

year 25.90*** 26.49*** 0.00106 

 (2.133) (2.205) (0.00866) 

log_troops  23.18*** 0.289*** 

  (6.513) (0.0261) 

Constant -51,815*** -53,055*** 2.495 

 (4,272) (4,421) (17.38) 

    

Observations 2,666 2,410 2,367 

R-squared 0.072 0.078 0.061 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

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

VARIABLES OLS Fixed Effects vs1 Fixed Effects vs2 Fixed Effects - Year Fixed Effects and Controls 

      

log_troops 0.289*** 0.238*** 0.270*** 0.163*** 0.139*** 

 (0.0261) (0.0651) (0.0763) (0.0539) (0.0531) 

log_wdi_gdpcapcon2010     0.180 

     (0.366) 

wdi_gdpgr     0.00880* 

     (0.00517) 

wdi_trade     -0.00475* 

     (0.00258) 

p_polity2     0.0217 

     (0.0177) 

year 0.00106     

 (0.00866)     

Constant 2.495 2.801*** 2.756*** 2.610*** 1.488 

 (17.38) (0.245) (0.254) (0.208) (3.052) 

      

Observations 2,367 2,070 2,070 2,070 1,936 

R-squared 0.061  0.043 0.369 0.355 

Number of ccode  139 139 139 130 

Country FE  YES YES YES YES 

Year FE    YES YES 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 5: Military Aid and Economic Aid (Constant USD) on Regional Terrorism, log-log OLS 

 (1) (2) 

VARIABLES Model 5 - MilAid Model 5 - EconAid 

   

Log Mil_Aid (consUSD) 0.206***  

 (0.0213)  

Log Econ_Aid (consUSD)  0.260*** 

  (0.0217) 

Constant -0.903*** -2.416*** 

 (0.321) (0.373) 

   

Observations 1,100 1,298 

R-squared 0.096 0.109 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

 Table 6: Local Military Aid (in ConsUSD) on Local Terrorism, OLS and Fixed Effects Models

 

 

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

VARIABLES OLS Fixed Effect vs1 Fixed Effects vs2 Fixed Effects - Year Fixed Effects and Controls 

      

Log Mil Aid (ConsUSD) 0.206*** 0.148*** 0.133*** 0.0804** 0.0772* 

 (0.0213) (0.0420) (0.0458) (0.0395) (0.0406) 

log_wdi_gdpcapcon2010     -0.776 

     (0.596) 

wdi_gdpgr     -0.00111 

     (0.00677) 

wdi_trade     -0.00606 

     (0.00485) 

p_polity2     -0.0110 

     (0.0312) 

Constant -

0.903*** 

-0.484 0.248 0.655 7.009 

 (0.321) (0.590) (0.695) (0.588) (4.518) 

      

Observations 1,100 1,059 1,059 1,059 977 

R-squared 0.096  0.030 0.238 0.235 

Number of ccode  126 126 126 120 

Country FE  YES YES YES YES 

Year FE    YES YES 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 7: Local Economic Aid (in ConsUSD) on Local Terrorism, OLS and Fixed Effects Models 

 

Table 8: Local Economic and Military Aid (ConsUSD) on Regional Terrorism, Log-Log OLS 

 (1) (2) 

VARIABLES Model 6 - MilAid Model 6 - EconAid 

   

Log MilAid (ConsUSD) 0.156***  

 (0.0166)  

Log EconAid (ConsUSD)  0.0806*** 

  (0.0168) 

Constant 1.180*** 2.176*** 

 (0.251) (0.288) 

   

Observations 1,988 2,312 

R-squared 0.044 0.010 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

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

VARIABLES OLS Fixed Effects vs1 Fixed Effects vs2 Fixed Effects - Year Fixed Effects and Controls 

      

Log EconAid (ConsUSD) 0.260*** 0.272*** 0.294*** 0.236*** 0.160*** 

 (0.0217) (0.0558) (0.0639) (0.0563) (0.0533) 

log_wdi_gdpcapcon2010     -0.555 

     (0.452) 

wdi_gdpgr     -0.00288 

     (0.00617) 

wdi_trade     -0.00334 

     (0.00433) 

p_polity2     0.00587 

     (0.0313) 

Constant -2.416*** -2.992*** -2.969*** -2.276** 3.423 

 (0.373) (0.913) (1.118) (0.972) (3.608) 

      

Observations 1,298 1,233 1,233 1,233 1,119 

R-squared 0.109  0.097 0.289 0.251 

Number of ccode  132 132 132 126 

Country FE  YES YES YES YES 

Year FE    YES YES 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 9: Local Military Aid (ConsUSD) on Regional Terrorism, OLS and Fixed Effects Models 

 

 

Table 10: Local Economic Aid (ConsUSD) on Regional Terrorism, OLS and Fixed Effects 

Models 

 

 

 

 

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

VARIABLES OLS Fixed Effect vs1 Fixed Effects vs2 Fixed Effects - Year Fixed Effects and Controls 

      

Log MilAid (ConsUSD) 0.156*** 0.133*** 0.140*** 0.0623* 0.0606* 

 (0.0166) (0.0372) (0.0419) (0.0334) (0.0360) 

log_wdi_gdpcapcon2010     -0.615 

     (0.466) 

wdi_gdpgr     0.00521 

     (0.00375) 

wdi_trade     -0.00267 

     (0.00332) 

p_polity2     0.00930 

     (0.0197) 

Constant 1.180*** 1.559*** 1.459** 2.058*** 7.086* 

 (0.251) (0.530) (0.621) (0.513) (3.784) 

      

Observations 1,988 1,891 1,891 1,891 1,762 

R-squared 0.044  0.022 0.371 0.368 

Number of ccode  141 141 141 133 

Country FE  YES YES YES YES 

Year FE    YES YES 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

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

VARIABLES OLS Fixed Effects vs1 Fixed Effects vs2 Fixed Effects - Year Fixed Effects and Controls 

      

Log EconAid 

(ConsUSD) 

0.0806*** 0.109*** 0.116** 0.0430 0.0290 

 (0.0168) (0.0403) (0.0450) (0.0287) (0.0338) 

log_wdi_gdpcapcon2010     -0.287 

     (0.327) 

wdi_gdpgr     0.00283 

     (0.00369) 

wdi_trade     -0.00428 

     (0.00289) 

p_polity2     0.00703 

     (0.0170) 

Constant 2.176*** 1.584** 1.630** 2.223*** 4.995* 

 (0.288) (0.658) (0.762) (0.497) (2.601) 

      

Observations 2,312 2,197 2,197 2,197 2,006 

R-squared 0.010  0.014 0.397 0.393 

Number of ccode  142 142 142 134 

Country FE  YES YES YES YES 

Year FE    YES YES 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 11: Robustness Check Fuller Model 

 

  

 (1) (2) 

VARIABLES Robustness Check – Regional Terror Robustness Check – Local Terror 

   

log_troops 0.0690 0.0247 

 (0.0533) (0.0661) 

log_mil_obsConstUSD -0.0314 0.0374 

 (0.0300) (0.0433) 

log_Econ_obsConsUSD -0.00705 0.0820 

 (0.0477) (0.0593) 

log_wdi_gdpcapcon2010 -0.727* 0.0231 

 (0.426) (0.772) 

wdi_gdpgr 0.00375 -0.00441 

 (0.00392) (0.00648) 

wdi_trade -0.00166 -0.00890 

 (0.00281) (0.00600) 

p_polity2 -0.00105 -0.0340 

 (0.0192) (0.0260) 

log_reg_mil_obsConstUSD 0.153*** 0.156** 

 (0.0340) (0.0627) 

log_reg_Econ_obsConsUSD 0.0761 -0.121 

 (0.0598) (0.104) 

log_Reg_troops 0.219*** 0.0146 

 (0.0537) (0.0724) 

Constant 4.128 -0.173 

 (3.657) (6.054) 

   

Observations 1,472 847 

R-squared 0.470 0.266 

Number of ccode 124 110 

Country FE YES YES 

Year FE YES YES 
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Table 12: Robustness Checks 

 

 

 

 

 

 

 

 

 

 

 (1) (2) (3) 

 Troops Model - No SKorea   

 Kuwait No Asia No Afghanistan 

VARIABLES Germany Europe Iraq 

    

log_troops 0.0267 0.0798 0.0338 

 (0.0662) (0.0835) (0.0707) 

log_mil_obsConstUSD  0.0121 0.0385 

  (0.0465) (0.0439) 

log_Econ_obsConsUSD  0.0349 0.0830 

  (0.0925) (0.0595) 

log_wdi_gdpcapcon2010 0.0325 0.560 0.0151 

 (0.765) (1.388) (0.774) 

wdi_gdpgr -0.00475 -0.00343 -0.00434 

 (0.00664) (0.00710) (0.00652) 

wdi_trade -0.00919 -0.0108 -0.00892 

 (0.00605) (0.00962) (0.00601) 

p_polity2 -0.0340 0.00772 -0.0343 

 (0.0260) (0.0309) (0.0262) 

log_reg_mil_obsConstUSD 0.155** 0.157* 0.155** 

 (0.0630) (0.0833) (0.0630) 

log_reg_Econ_obsConsUSD -0.0911 -0.0960 -0.124 

 (0.107) (0.155) (0.105) 

log_Reg_troops 0.00841 -0.0713 0.0170 

 (0.0734) (0.0615) (0.0724) 

Constant -0.573 -3.662 -0.152 

 (6.044) (10.53) (6.072) 

    

Observations 842 524 837 

R-squared 0.262 0.295 0.266 

Number of ccode 108 63 108 

Country FE YES YES YES 

Year FE YES YES YES 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Figure 1: Reverse Causality Test 
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