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Abstract

Development aid often has domestic political consequences—both intended and unintended. This
chapter reviews the literature on the effect of aid on political outcomes in recipient countries.
These consequences can result from mismatched priorities between aid agencies and recipients,
the need to accommodate various actors within domestic governments at the national and local
level, and strategic attempts on either side to manipulate aid projects for their benefit. We argue
that those effects can arise due to salient features of foreign aid that lead to the introduction of
new actors in domestic politics, the introduction of new incentives for leaders and an increase in
available resources. Those can affect the strategic decisions of voters and local leaders with a
range of potential consequences from institutional changes and strengthening state capacity to
corruption, political capture and distortions.
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1 Introduction

Although development aid is often justified on moral and economic grounds, it can
also have intended or unintended political consequences in recipient countries.
Understanding those effects is critical as they could either reinforce or go against some
of the stated of goals of providing aid. For example, aid could help strengthen institutions
which would then improve government budgetary allocations and thus have further positive
effects on economic outcomes. Conversely, by temporarily lifting the government budget
constraints, aid could delay important political transitions.

This Chapter discusses, both theoretically and empirically, a number of mechanisms
that could explain how aid affects domestic politics and whether they interact with regime
type. We take as a starting point common foreign aid modalities (delivery mechanisms,
conditionality and targeting) and discuss how they might affect domestic politics by
introducing new actors in domestic politics, new incentives for leaders and by increasing
available resources.

We first review studies on the impact of foreign aid on political institutions, focusing
on institutional change and effects on state capacity. Then we move to the effects of foreign
on political incentives, focusing on corruption, political capture and distortions.

2 Definition of Development Aid

Development aid is generally understood as financial and in-kind assistance to
recipients for the purposes of improving economic welfare in low and middle income
countries. In the development policy community, development aid refers specifically to
Official Development Assistance (ODA), which is “government aid that promotes and specifically
targets the economic development and welfare of developing countries.” (OECD).

At the same time, all development aid is not the same, and different features of
development aid might have important implications for subsequent economic and political
outcomes. In particular, for understanding potential political consequences of aid, it is
especially important to consider the following design features:

1. Type of aid, especially whether it is project-based aid, general budget support, or
issued in response to emergencies or other extraordinary circumstances; and also
whether it is channeled through governments (national or sub-national), NGOs or
private enterprises.



2. Conditionality, or whether the aid comes with specific requirements that the recipient
is obligated to do in order to receive the aid;

3. Targeting: which specific actors are receiving the aid and the subsequent process
through which aid resources are distributed.

In addition, a common concern about foreign aid is the degree to which it is fungible, or
whether aid given can be used for other purposes. We now discuss those features in greater
detail before linking them to potential domestic political effects in the next section.

2.1 Types of Aid
2.1.1 Project vs General Budget Support

Aid comes in different modalities. These modalities describe how aid enters
recipient countries, the terms of financing, procurement requirements, and the monitoring
conditions (Tilley and Tavakoli 2012; Tavakoli 2013). Aid can be a grant or a loan, can
enter through or bypass the recipient government’s financial management, can be cash or
goods, can be sourced locally or from the donor, can be subject to close tracking of funds or can be
highly discretionary. Two key aid modalities for consideration in this chapter are general
budget support and project (or program) level aid.

Budget support directly enters the recipient’s budget and passes through the
country‘s financial management systems. It is a more discretionary form of aid (and thus
linked to debates on fungibility, discussed below).

Project aid is typically much more targeted, focusing on a specific project within a
given sector. Such aid allows donors greater control but can be costly to monitor and
implement (Clistetal., 2011). Despite these strictures, much of the literature on how local
politicians use aid to target specific voters analyzes programmatic aid.

Aid modalities have come into greater focus since the Paris Declaration on Aid
Effectiveness (2005) and the Accra Agenda for Action (2008), where donors have been
encouraged to let recipients specify their preferred aid modalities and respond to these
preferences. Donors, however, appear to condition their choice of aid modality on specific
recipient characteristics, often bypassing the government and reducing discretion in
countries with poorer governance (Clist et al., 2011; Dietrich, 2013; Bermeo, 2017, 2018).



2.1.2 Channels of Development Aid

Aid flows through different channels. Donors can implement their own aid projects,
but, typically because of the sheer volume of aid, they also utilize implementing partners
such as NGOs, private enterprises, universities, and national and sub-national
government. Because channels serve as conduits for aid, implementers can shape and
direct aid in ways unanticipated by donors. Consequently, donors face a principal-agent
problem when choosing the channels through which to implement aid.

Even so, donors typically have a choice between different agents to implement aid.
In contexts with weaker political institutions, fragile states, or high levels of corruption,
non-government aid channels become more attractive as a means of bypassing political
institutions and actors in the recipient country.

Such non-state actors have emerged as increasingly important development partners
in the last fifty years as the number of NGOs has grown tremendously (Clarke, 1998).
Dietrich (2013) argues that donors have outsourced aid implementation to third-parties
such as NGOs to avoid aid capture and boost aid effectiveness in weak institutional
environments. In other cases, some aid channels may be chosen to allow donors to
deliberately take advantage of the principal-agent problem: this is likely to occur when
donors wish to appear to be pursuing strong measures, but would actually prefer a weaker
implementation of the policy. Bush (2015) theorizes that this paradigm explains “tame
democracy assistance,” because donors espouse strong rhetoric about the virtues of
democracy but want to avoid politically destabilizing their strategic allies. Similarly,
NGOs working in politically-sensitive environments want to achieve reform, but do not
want to risk being expelled from the country. This means it is in their interest to adapt
programs to be more compatible with the current regime, which increases the chances of
the organization’s survival in the country. Thus, Bush (2015) suggests that donors intentionally
choose to implement governance aid to strategic allies through NGOs, because NGOs are
more likely to pursue “regime-compatible” “tame” democracy assistance.

2.2 Conditionality

Aid comes with varying conditions, strings, and stipulations, either explicit or
implicit. These requirements attempt to reduce recipient discretion and the misdirection of
funds and ‘tie’ recipients to using aid for specific reforms or for the purposes intended by
the donor. Conditionality has been criticized by some scholars as ineffective (Collier, 1997),
as structured to “buy” reforms or as paternalistic. Both the Paris Declaration on Aid
Effectiveness (2005) and Accra Agenda for Action (2008) advocated for fewer conditions on
aid and a shift to more untied aid. This emerged in tandem with a focus on country



ownership and participation in aid. Even so, arguments for and against conditionality
continue and another chapter in this handbook is devoted to the topic.

Relevant to this chapter are the arguments in favor of conditionality that hinge on
the political impact of aid, and the potential political consequences of aid once implemented.
Yuichi Kono and Montinola (2009) argue that donors should condition the time horizons of
aid according to regime type, because long-term aid may unintentionally extend the tenure
of autocrats otherwise. As a result of these effects on political survival, the authors suggest
that democracies should receive longer-term assistance conditioned on policy while
autocracies receive emergency assistance rather than systematic aid.

Similarly, Radelet (2003) argues that “aid delivery mechanisms should differ
significantly between well-governed and poorly governed countries.” For example, Dietrich
(2013) explores the phenomenon of aid in weak institutional environments and “bypass
aid”, observing that significant quantities of aid bypass central government actors across
these scenarios. Donors may prefer direct bilateral transfers, but they also seek to minimize
aid capture and ensure development by delivering aid through channels which “mitigate
institutional failure”. While good governance positively and significantly predicts loans
received from the IDA, it does not translate into greater discretion and more programmatic aid.
In fact, the IBRD grants a greater proportion of programmatic loans to recipients with good
governance than the IDA does (Winters, 2010).

2.3 Targeting

Outside of general budget support, foreign aid programmes and projects specify
either recipients directly or the criteria that will be used to select recipients. Those decisions
are made in discussions between the donors and the recipient governments and range from
needs-based targeting to resources being sent to politically important constituencies.

2.4 Fungibility

Fungibility describes the fluidity of aid and the ease with which it can be redirected.
Fungibility is a potential concern because it can change the fiscal behavior of recipients by
relaxing budget constraints and leading to substitution effects. If aid is given for health
purposes, but domestic actors can redirect some of that aid towards infrastructure, then the
aid is considered categorically fungible because resources can be shifted from one
category of aid spending to another. Alternatively, domestic actors may use health aid for
health purposes, but reduce government spending on health and redirect that portion of the
domestic budget to other projects—this is general fungibility, where aid substitutes for
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and perhaps entirely replaces government spending in a sector.

Fungibility exists along a spectrum, where full fungibility allows recipients to treat
aid as income and direct it wherever they prefer while zero fungibility allows the recipient
no flexibility in deviating from the donor’s directives. Scholarly debate about how much
fungibility matters has followed two broad waves. The first wave occurred in the 1990s
and focused on concerns that aid might not be spent in the ways that donors desired and
the fiscal implications for recipient countries. Given the rising percentage of ODA as a
share of recipient’s budgets, several papers in this period explored the extent of fungibility
and whether this altered expenditure and tax effort in recipient countries (Cashel-Cordo
and Craig, 1990; Pack and Pack, 1990, 1993; Feyzioglu et al., 1998; Franco-Rodriguez,
2000). If the fungibility of aid displaces government investment (in developmental and
non-developmental sectors) with consumption and dampens incentives to collect domestic
revenue, it could compromise state capacity and economic growth.

Cashel-Cordo and Craig (1990) detail how the fiscal behavior of the recipient
depends on the structure and conditionality of the aid received, both of which also impact
the extent to which aid is fungible. Looking into specific cases, Pack and Pack (1990)
conclude that aid is partly fungible yet does not reduce tax effort and domestic revenue in
Indonesia, but is more fungible, not spent in alignment with donor preferences, and may
reduce tax effort in the Dominican Republic (Pack and Pack, 1993). Franco-Rodriguez et
al. (1998) find that aid affects investment positively and tax effort negatively in Pakistan
while Franco-Rodriguez (2000) finds little effect of aid on fiscal behavior in Costa Rica.
On the categorical front, Feyzioglu et al. (1998) analyze fungibility in five sectors of aid,
identifying higher fungibility in agriculture, education, and energy than in transportation
and communication. Echoing a World Bank analysis on the topic, they underscore that
recipients seek to reallocate aid when their preferences diverge from those of donors, but
they consider these arguments a distraction from how donors can increase domestic
spending in desired sectors given that aid will continue to be treated income by recipients.

Concerns about fungibility resurfaced in the wake of the Millennium Development
Goals (MDGs) in the 2000s. As donors targeted broad outcomes set by the MDGs, such
as increasing primary education and maternal health and decreasing child mortality and
the spread of HIV/AIDS and malaria, donors increasingly poured aid into the health and
education sectors. Yet if recipients simultaneously offset this increase by decreasing their
own budget commitments to health and education, this substitution effect would
jeopardize the attainment of the MDGs. Early work from Pettersson (2007) suggested no
adverse economic effects due to fungibility in a cross-country analysis of fifty-seven
recipients and a specific study on a World Bank health-sector project in Vietnam similarly
indicated little negative impact of fungibility on reductions in infant mortality (Wagstaff,
2011).



However, Lu et al. (2010) argued that health aid is highly fungible, particularly in
Sub- Saharan Africa where they calculated that every dollar of health aid reduced
government spending on health by forty-three cents. This re-ignited the debate over
fungibility and sparked a series of sparring articles. This second wave of arguments
concentrated primarily on the health and education sectors. Inresponse to Lu et al. (2010),
Van de Sijpe (2013) emphasized the importance of distinguishing between aid which
directly enters public sector accounts and aid which bypasses the public sector (harking
back to McGillivray and Morrissey (2000) and linking to arguments about aid modalities).
Van de Sijpe (2013) differentiated off-budget aid such as technical cooperation from on-
budget aid like sector program aid, ultimately reporting lower levels of fungibility in
education and health than found by Lu et al (2010). Dieleman et al. (2013) responded to
both papers by extending analyses by Lu et al. (2010) and Van de Sijpe (2013) to include an
additional twenty-three countries and four years of data, reporting that health aid is highly
fungible.

3 Sources of Political Effects of Aid: how can aid have political
effects?

In this Section, we discuss mechanisms through which aid can affect domestic
politics. We focus on how the characteristics of aid highlighted in the previous section can
affect domestic political outcomes. The discussion will help us interpret the empirical
literature discussed in Sections 4 and 5.

Most of the traditional literature on political effects of aid tend to focus on the effects of
aid on institutions. One concern in particular is the concept of aid dependency (Brautigam
and Knack, 2004). In Brautigam and Knack’s framework, development aid can have
harmful effects on politics, through five different mechanisms: (i) Reducing incentives for
reform, (ii) Creating moral hazard, (iii) Distorting budget constraints, (iv) Fostering a
“tragedy of the commons” mentality, and (v) Reducing accountability.

To help organise the empirical findings discussed in the next Sections we take a
slightly different approach and focus on how aid can affect domestic politics through the
introduction of new actors in domestic politics, an increase in available resources and how
those combine to affects leaders’ incentives. We discuss those in turn.

3.1 Introduction of new actors to the domestic political scene

Foreign aid introduces new actors into the domestic political scene in the recipient country,
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whether these be donor representatives stationed in the country or local and international
NGOs. Even if not explicitly political, these new domestic actors may modify civil society,
impact perceptions of the domestic government’s legitimacy, or directly challenge the
existing political institutions. In addition, countries often have to deal with a number of
donors, among whom there is persistent lack of coordination in aid efforts of major donors
(Aldasoro et al., 2010). This can lead to fragmentation and reductions in bureaucratic
(Knack and Rahman, 2007).

Donor representatives and NGOs Both NGOs and donor representatives have
proliferated in the last few decades (Clarke, 1998; Knack and Rahman, 2007; Van de Walle,
2001), introducing numerous additional actors into the domestic political scene. Donor
representatives and aid officials may increase technical capacity and “learning by doing”
in the domestic environment, but their presence may also lead to the “poaching” of
qualified staff from the civil service and a substitution effect whereby agencies and NGOs
begin to function in place of government ministries (Knack and Rahman, 2007; Van de
Walle, 2001). This provides one backdrop for the discussion of aid and state capacity later
in this chapter.

Clarke (1998) traces the tremendous growth of NGOs operating around the world since the
1970s, proffering four reasons for their proliferation. First, NGOs act as a non-government
channel for non-government actors. Second, NGOs also operate as an important channel
for bilateral and multilateral donors. Third, economic hardship prompted domestic
governments to outsource social and economic agendas to non-state players. Fourth,
NGOs have adopted a role for themselves in social mobilization.

Despite their non-governmental status, Clarke argues that their ‘associational’
nature and participation in development processes and civil society makes NGOs
“intrinsically political” actors. In later work, Rubenstein (2015) categorizes humanitarian
international NGOs (INGOs) similarly, as somewhere between Samaritans and states—
actors with political influence because of their global profile and whose operation is necessarily
tangled up in domestic political institutions because of the contexts in which they operate
and the nature of their relief work. Both authors highlight that even if NGOs are not
intentionally political, their work still creates political impact.

Clarke posits five ways in which NGOs might reshape the political environment,
citing some specific examples for the first three mechanisms and theorizing about the latter
two as avenues of future research. NGOs may impact domestic politics: (i) By
strengthening the opposition (ii) By strengthening civil society (iii) By strengthening
activism (iv) By creating political contestation and (v) By fostering democratization.

Brown etal. (2008) adapt Clarke’s framework and suggest the following mechanisms. They
differentiate between ways NGOs might foster reform and ways the same organizations



can stifle political change.

NGOs can cultivate political change by creating social capital and by acting as
interest groups. NGOs can build social capital by generating associational activity and
“horizontal linkages,” which in turn can ease collective action and the provision of public
goods. Alternatively, NGOs can effect political change by behaving as interest groups,
leveraging their own resources to lobby for reforms.

NGOs may prevent political change or reinforce the status quo by responding to
elite interests or by being demobilized. NGOs can be “captured” by an interest group or
coopted by elites seeking to prevent change. Finally, NGOs can be demobilized and
reinforce the status quo as they compete for resources, conform their agenda to satisfy key
development actors, or distort cycles of political feedback by eliminating grievances.

Strengthening civil society Aid may strengthen civil society by increasing the resources
available for civil society organizations (Kalyvitis and Vlachaki, 2010) and free and inde-
pendent media (Knack, 2004; Dutta and Williamson, 2016).

Civil society promotion has been an important component of democracy promotion
(Carothers, 2004). Examining NGOs in Brazil, Brown et al. (2008) report that NGOs can
strengthen civil society and increase social capital. In Kenya, Gugerty and Kremer (2008)
do not find that funding strengthens community organizations who receive it, but do
detect a change in the composition of membership toward those who are “younger, more
educated, and better off”. Dutta and Williamson (2016) conclude that aid can increase
freedom of the press in democracies, but not in autocracies.

3.2 Introduction of new or additional resources to the domestic political scene

Aid is also a resource, a source of unearned foreign income or goods. As such,
aid may create aid dependence (Brautigam and Knack, 2004) and change electoral
incentives, as discussed. Further, aid is a “politically useful resource” that can be
converted into goods and services (Briggs, 2019) and so can affect the political survival
of the regime receiving it (Bauer et al., 1976; Yuichi Kono and Montinola, 2009; Ahmed, 2012;
Knack, 2004; de Mesquita and Smith, 2009; Licht, 2010) or change the quality of political
institutions (Tavares, 2003; Djankov et al., 2008; Jones and Tarp, 2016; Bermeo, 2017).

Consequently, just as with natural resources, some scholars have argued that aid
may have a detrimental impact on development and institutions, suggesting a
“‘transferred’ resource curse” analogous to the “natural resource curse” (Ahmed, 2012;
Morrison, 2007). Bermeo (2017), however, argues that this phenomenon is limited to the
Cold War period
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and that the fungibility of resources matters: donors prefer to give less fungible aid to non-
democratic recipients; consequently, aid is not oil, because donors can limit its fungibility.

3.3 Introduction of new (or altered) incentives to the domestic political scene

Aid can directly change and distort both fiscal and electoral incentives in recipient
countries. But it also important to note that donors and recipients may pursue different
priorities which will need to be accommodated.

Fiscal incentives The perverse side of these fiscal incentives can be summarized by the
concept of aid dependence. Brautigam and Knack (2004) develop aframework, specifying
five different mechanisms, through which countries may become aid dependent, a
“situation in which a government is unable to perform many of the core functions of
government, such as the maintenance of existing infrastructure or the delivery of basic
public services, without foreign aid funding and expertise.”

Because aid can reduce incentives for reform, create moral hazard, distort budget
constraints, foster a ‘tragedy of the commons’ mentality, and reduce accountability, this
can fundamentally change the fiscal calculus of a government and over time render
governments dependent on aid. Since aid can be a valuable resource for redistribution and
donors may reduce the supply of aid as governance and development increase, there can
be little incentive for recipients to undertake reforms which will jeopardize their aid
packages.

Similarly, with aid as a revenue stream, recipients may expend less effort in
collecting tax revenue or rooting out corruption within institutions. Aid as a source of
unearned foreign income can further distort budgeting practices, because recipients are
not limited to spending simply whatever revenue they raise. This creates problems for the
government in the future as well when aid receipts cease and a hard budget constraint will
be binding. In the meantime, politicians overdraw on resources, enacting a ‘tragedy of the
commons.’ Finally, since governments tend to lower their tax effort when receiving high
volumes of aid, this reduces their accountability to their own citizens, breaking feedback links
between the governing and the governed (Moyo, 2010). At the same time as becoming less
responsive to their own citizens, governments are becoming increasingly responsive to
donor demands. Together, Brautigam and Knack (2004) speculate that these five
mechanisms foster aid dependence, such that recipient governments lose their capacity to
perform their core functions of governance.
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Electoral incentives Aid can also alter electoral incentives when politicians shape in-
country aid allocation to target votes or politically salient constituencies Briggs (2012,
2014); Dreher et al. (2019); Jablonski (2014); Ohler and Nunnenkamp (2014). Donors may
similarly create “political aid cycles” by timing their aid to coincide with elections in which they
have strategic interest (Faye and Niehaus, 2012).

Both the introduction of new actors, new resources and new incentives to recipient political
environments foster political consequences of development aid. In the following sections,
we discuss the effects on political institutions and political incentives.

4 Political Effects Part I: Political Institutions

Starting around the 1990s, development aid increasingly encompassed efforts to
build and support political institutions, through the overarching framework of improving
governance. The recognition that institutions were important for economic growth led to
efforts to design development aid in ways that would support and strengthen political and
economic institutions in developing countries.

Institutions appear to matter for economic development (Rodrik and Subramanian,
2003; Acemoglu et al., 2004) and so does the contextual framework in which aid operates
(Burn- side and Dollar, 2000). But scholars remain divided over how aid impacts domestic
institutions.

Several studies consider high volumes of aid problematic and observe that aid
negatively impacts institutions (Knack, 2001; Busse and Groning, 2009). Brautigam and Knack
(2004) conjecture that, in the context of aid dependence, aid can weaken institutions in
Africa. Djankov et al. (2008) argue that aid fosters rent-seeking and so is a “bigger curse
than oil” to political institutions.

On the other end of the spectrum, Jones and Tarp (2016) find that aid positively
impacts institutions and, after disaggregating aid by purpose, this effect appears to be
driven by governance aid. Other studies also isolate governance or democracy aid to
examine its effects. Scott and Steele (2011) find that “targeted democracy assistance”
increases the chances of democratization while Savun and Tirone (2011) conclude that
democracy aid “shelters” states from political violence internally as they transition to
democracy.

Dietrich and Winters (2022) analyze the empirical literature on aid and institutions,
collating the potential mechanisms through which aid impacts institutions. On the
positive side, aid may improve governance through conditionality, investment in human capital,
in- creasing resources for government salaries, learning by doing, and increasing the
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chances
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of survival of “reform-oriented” governments. On the negative side, aid might deteriorate
the quality of governance through dampening tax capacity, accountability to citizens, and
the growth of civil society and increasing transaction costs, rent-seeking, patronage, and
conflict, poaching, and the chances of survival of “poor-governance” governments.

Supporting state capacity State capacity, particularly the ability to “collect taxes and
enforce contracts” is a cornerstone of development (Besley and Persson, 2009). Aid has
the potential to support state capacity by loosening budget constraints, increasing legibility
improving technical capacity, and strengthening administrative capacity.

Aid can affect institutions by building or diminishing state capacity as new
resources are added to the domestic environment and fiscal incentives are altered. In the
arena of spending, revenue, and investment, Remmer (2004) documents that aid reduces
revenue but increases spending while Chatterjee etal. (2012) find that certain types of aid,
particularly providing infrastructure, can crowd out government investment. Cashel-
Cordo and Craig (1990) argue that the structure of aid mediates these fiscal effects.

On the institutional capacity side, Blair and Winters (2020) conclude that aid
reduces investment in institutions and Knack and Rahman (2007) that fragmentation of aid
across many donors “erode[s] administrative capacity” in recipients.

Considering effects on state capacity and state legitimacy, Barma et al. (2020)
develop a typology of interactions between donor and recipient governments that
represents three dimensions of aid: level (or volume), design (donor or recipient led), and
implementation (management of the project). Varying these three dimensions yields eight
different types of aid: hollow, minimal, constrained, superficial, directive, facilitative,
dominant, and supportive. They hypothesize that each of these could have differing
impacts on state legitimacy and state capacity, which would explain the mixed results in the
current empirical literature. For example, hollow aid, categorized as low volume, donor-
driven in design, and recipient-managed—or “pro-forma attempt...without follow
through”—would be the likeliest to negatively impact both state capacity and state
legitimacy. In contrast, a cate- gory like facilitative aid, which is high-volume, recipient-
designed -and-managed, is more likely to positively affect both state legitimacy and
capacity. For the four donor-managed designations (constrained, superficial, dominant,
and supportive), the effects on capacity and legitimacy remain ambiguous and further
theoretical and empirical work is needed.

Increasing legibility Legibility refers to the extent of knowledge that a state has about
its citizens, often considered a foundation for state capacity (Lee and Zhang, 2017; Opalo,
2013). This includes generating and gathering administrative and economic data, useful

to the state in its functions, but unlikely to be readily provided through citizen sources.
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Such data can range from detailing local GDP and earnings to primary school enrolment
and vaccination numbers. Increased legibility may assist in collection of tax revenue or
increased provision of health and education services.

Global summits such as the Marrakesh Action Plan for Statistics (2004), the Busan
Action Plan for Statistics (2011), and UN’s High-Level Panel on Post-2015 Development’s
call for a data revolution (2012) have highlighted the importance of building greater
statistical capacity in developing contexts. Yet policymakers and scholars such as Justin
Sandefur, Amanda Glassman, and Ken Opalo have criticized aspects of this focus—
distinguishing between the type of aggregate statistics collected for donors and the
“disaggregated, high frequency data linked to subnational units” useful to local
policymakers (Sandefur, 2013). Data aimed at donors can overstate progress on desired
goals, often due to incentives to misreport at the local-to-national or national-to-donor
level (Sandefur and Glassman, 2015).

Whether foreign aid increases legibility then depends on type of data generated and
the funding available to collect it. For 2012, Glassman (2014) noted that most data
collection was highly aggregate or “micro-oriented survey fieldwork™ and calculated that only
0.16% of official development assistance targeted statistical capacity building, on which
many recipients were almost entirely dependent to finance their “core data collection”.

Strengthening bureaucracies and government agencies Aid has also contributed to
improvements in the bureaucratic capability of recipient countries (Brazys, 2015). In good
institutional environments, Caputo et al. (2011) infer that budget support strengthened
public management capacity, citing Mali, Zambia, and Tunisia as examples.

As discussed previously, aid also introduces new actors to the domestic
environment. Campbell et al. (2019) consider the mediating role of international NGOs in
contributing to state capacity in development contexts, concluding that INGOS can increase
state capacity in democratic contexts.

Improving technical capacity Aid also has long term effects on state capacity and
institutions through technical assistance. In addition to training and supporting
bureaucracies and government agencies, technical assistance also takes the form of
providing computing and accounting tools, and sharing best practices for recording and
maintaining government records and data. Additionally, technical assistance is often the
modality through which democracy promotion and judicial reform aid is delivered
(Ariotti et al., 2021; Gibson et al., 2015).

Not all technical assistance succeeds in building technical capacity. Godfrey et al.
(2002)
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examine technical assistance in aid-dependent Cambodia (which Barma et al. (2020)
might have classified as constrained in their typology due to its donor-design, donor-
management, and low volume), concluding that under such circumstances technical
capacity is not improved. Technical assistance may also alter political institutions because
it increases donors’ ability to monitor implementation of aid. Gibson et al. (2015) linked
technical assistance to democratization in Africa.

Impacting state legitimacy Given that aid has become an important source of finance for
many recipients, concern emerged that high volumes of aid would delegitimize domestic
governments because citizens might conclude that aid signals institutional weakness or a
lack of state capacity. However, empirical investigations have revealed the opposite
effect in many cases. Aid has not reduced perceptions of government legitimacy in India
(Dietrich and Winters, 2015), Bangladesh (Dietrich et al., 2018), and Kenya (Dolan, 2020). Dolan
(2020) suggests in the Kenyan case, this is because citizens do not expect their
government to be self-sufficient and so receiving aid does not change their perceptions of
state legitimacy. Also studying Kenya, Brass (2016) traces the proliferation of NGOs in the
country, but finds this growth has not decreased state legitimacy.

Blair and Roessler (2021) find similar effects regarding Chinese aid throughout
Africa. Sacks (2012) concludes that aid actually strengthens legitimacy in Africa. However,
focusing on Uganda, Baldwin and Winters (forthcoming) conclude that “bypass aid”
delivered through third parties may reduce legitimacy, as citizens may treat this as a signal
about domestic institutions.

5 Political Effects Part I1: Political Incentives

The most striking political effects of aid are the results of corruption or misallocation.
However, even when there is no malfeasance involved in the allocation of aid, foreign aid
can still affect politics in deleterious ways, by distorting political incentives.

5.1 Corruption and Theft

Alesina and Weder (2002) found that donors do not favor recipients with lower
corruption with higher volumes of aid, but understanding how aid affects the prevalence of
corruption in-country is more ambiguous. Tavares (2003) reported that aid decreases
corruption in recipients while Svensson (2000) models increased corruption in more
fractionalized or
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socially competitive conditions due to rent-seeking. Weighing the available data, Alesina
and Weder (2002) cautiously intimate that aid may increase corruption.

Isopi and Mattesini (2008) extend the work of Alesina and Weder (2002) by differentiating
between endemic and aid-related corruption. The authors suggest that where corruption
is endemic and widespread, donors must accept this as a cost of operating. Aid-related
corruption arises because donors need the support of elites to accomplish their objectives,
but these same elites will attempt to capture some benefit from the project and cannot be
easily monitored by the donors. Even so, donors will design contracts to limit aid-related
corruption and enhance monitoring. Consequently, Isopi and Mattesini (2008) suggest
that aid may not appear to respond to reduced levels of corruption, because donors treat
endemic corruption as a necessary cost of doing business and design contracts to limit
aid-related corruption.

Several studies explore aid-related corruption and elite capture. Boone (1996)
addresses the concern posed by Bauer et al. (1976) and Foreign Economic Aid (1958) that aid
will be captured and consumed by political elites. Boone demonstrates that this occurs
primarily under certain extractive political conditions, what he terms “elitist”
governments, but, in these cases, aid does increase the size and consumption of
government. More directly examining the evidence for theft and economic capture,
Andersen et al. (2022) analyzed twenty-two countries highly dependent on aid and
demonstrate that a spike in transfers to offshore accounts in financial havens coincides
with the receipt of aid disbursements from the World Bank. This suggests that in certain
contexts economic elites can “capture” foreign aid—either directly or indirectly by
substituting aid for other domestic resources, which are then stockpiled in offshore
accounts.

5.2 Diversion, political capture, politically-motivated allocation

Aid can also alter electoral incentives when politicians can shape in-country aid
allocation to target votes to win elections or maintain power Jablonski (2014). In such scenarios,
donor fragmentation may assist domestic politicians in camouflaging their distributional
agenda by spreading it across funders (Jablonski, 2014; Cooksey, 2012). Moreover,
donors may encourage this kind of vote-targeting as a way to leverage aid to achieve
desired political outcomes—timing their aid to coincide with elections in which they have
strategic interest and thereby creating “political aid cycles” (Faye and Niehaus, 2012).

Studying Chinese aid, Dreher et al. (2019) document evidence of political capture
by African leaders across 47 countries between 2000-2011. In general, leaders favor their
birth region (Hodler and Raschky, 2014) and foreign aid amplifies this effect. Dreher et al.
(2019) find that more aid is allocated to the leader’s birth region, particularly in competitive
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election years.

Aid can also impact the political survival of incumbents. (The incentive-related
aspects of this phenomenon are further discussed in section 5.3 Political Distortions.)
Yuichi Kono and Montinola (2009) determine that aid impacts political survival, but its
effect depends on regime type: long-horizon aid supports autocrats (who can transform
aid flows into slack resources amassed to lengthen their tenure), but current aid assists
democrats. The role of aid in leader survival is further complicated by the reality that
donors may strategi- cally time aid to assist or disadvantage incumbents (Faye and Niehaus,
2012; Kersting and Kilby, 2016). In such cases, Licht (2010) also validates that aid can
prolong the survival of incumbent leaders, but, again, this effect depends upon timing and
regime type. Ahmed (2012) finds that aid and remittances prolong the survival of
autocrats.

5.2.1 Diversion

Aid can advantage incumbents and change chances of political survival. Even
when aid is not politically directed, aid can still be diverted for political purposes. Briggs
(2012) demonstrates that even under stringent supervision, political elites in Ghana under
the NDC government directed infrastructure aid to supportive constituencies prior to the
2000 election and this increased their vote share in those constituencies.

After analyzing subnational World Bank and African Development Bank aid in
Kenya between 1992-2010 across two regime changes, Jablonski (2014) concludes that aid
does shape political incentives and politicians do use aid to target votes. For Kenyan
elections, he models ethnicity as an important signal to politicians and clientelism as the
channel through which redistribution occurs. He validates that aid goes to supportive
constituencies and these districts receive more aid than swing districts. Coethnic
constituencies also receive more aid—he calculates $ .80 per capita annually. Finally, he
estimates that this redistribution of aid increases victory margins, by up to 16% if a
constituency shifts from the minimum to maximum amount of aid. Briggs (2014) also
analyzes the distribution of project aid in Kenya (1985-1999) and demonstrates that
projects are directed toward the current president’s political base. Ohler and Nunnenkamp
(2014) similarly report that intra-country aid allocation favors the leader’s home region.
Masaki (2018) shows that when elections are competitive in Zambia, more projects occur
in swing and opposition districts rather than supportive and coethnic districts. Given the
incumbent government at the time of elections influences the distribution of aid, this
advantages incumbents in retaining power.

Surprisingly though, targeting aid does not always increase incumbent support.
Briggs (2019) tests whether aid increases incumbent support in Senegal, Nigeria, and
Uganda
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5.2.2

between 2005-2012. While corroborating his initial 2012 finding that politicians use aid to
target votes, surprisingly, Briggs finds that, in these contexts, increased aid reduces
support for the incumbent. He suggests that a local project “exposes citizens to a range of
pathologies” such as corruption and poor project management that decreases their will -
ingness to support the incumbent party. This surprising result stands in contrast to much of
the prior literature, yet Blattman et al. (2017) confirmed a similar result in Uganda for
approximately the same period (2006-2012). The authors examine an economic develop-
ment program aimed at Northern Ugandan youth, financed through a concessionary loan
from the World Bank and monitored carefully to prevent patronage. In this case, aid may
still be targeting votes but is not directly rewarding supportive constituencies and the
authors find that the program reduced support for the incumbent party, likely through an
income effect.

While aid may be targeting votes, the way in which aid can shape electoral outcomes
may depend on regime type and state capacity. Several studies have analyzed aid, political
outcomes, and credit-claiming in Uganda, with results sensitive to local political structure
and varying depending on the level of analysis—ranging from the district level to the
county and sub-county level and then to the parish and village level.

Briggs (2019) reported that aid reduced vote share for incumbent executives,
examining 899 enumeration areas in his analysis (and thus working below the district
level). Sim- ilarly, Horigoshi Reis (2020) estimates little effect of aid on vote share below
the district level, unless local politicians have created new districts. She identifies this
“administrative unit creation as a vote-buying instrument” at the county-level. Springman
(2020) studies bypass aid at the parish level and finds that aid strengthens incumbent
support (likely because citizens believe the president determines the location of projects).
Baldwin and Winters (2023) conduct an experiment in Uganda, analyzing bypass aid
implemented through external actors spanning the district, sub-county, and village level.
They identify “aid oversight capacity” as a key component for constituents in assigning
credit and in influencing incumbent support (further discussed in Section 5.3.1).

Budget Reallocation

Receiving aid may lead to a reallocation of the budget in recipient countries, linked
to the fungibility of the assistance. The proportions of the budget may shift toward
consumption or investment as spending sectors are adjusted. The 1994 UNDP Human
Development Report flagged concerns by donors that aid enabled greater military
spending.

In early work on this topic, Cashel-Cordo and Craig (1990) reported that aid
increases general government spending but not military expenditure. Other sources
suggest that

19



5.3

531

even if expenditure increases, sectors receiving aid see budget cuts, such as health care
(Yuichi Kono and Montinola, 2009) (IHME 2010). Swaroop et al. (2000) examine aid in
India and find that aid “substitutes” for planned government spending, so that when
aid is received government funds for the sector are then re-allocated to non-development
spending. Khilji and Zampelli (1994) study U.S. assistance and conclude that, due to high
fungibility, it drives increased consumption spending and tax relief to the private sector.
Remmer (2004) likewise reports that aid increases spending.

Much attention has been devoted to military expenditure as an attractive outlet for
non- development investment. Both donors and scholars have expressed misgivings that
high levels of defense spending can be unproductive (Devarajan and Swaroop, 1998) and
counterproductive (Collier and Hoeffler, 2007). Despite Cashel-Cordo and Craig (1990) ’s initial
verdict that aid does not increase military spending, Collier and Hoeffler (2007) find a
“regional arms race” effect from aid in Africa, estimating that “military spending is almost
double its level in the absence of aid.” Further, these levels of defense spending do not
lessen the risk of internal conflict and civil war (Collier and Hoeffler, 2007). Attempting
to unify the different strands of the literature, Kono and Montinola (2013) separate spending
by regime type and demonstrate that autocracies are more likely to reallocate aid to
increase military spending than democracies.

Political Distortions

Last, foreign aid can still affect political incentives even in the absence of direct
political capture or diversion. Politicians can still benefit electorally from aid even when
safeguards are in place to prevent diversion of resources and interference with aid targeting
and disbursement.

Credit-Claiming

Development aid also has unintended negative political consequences. Stories
abound of politicians strategically directing development projects to their favored
constituencies, or even lining their campaign war chests with stolen aid funds. At the
same time, even absent blatant theft or corruption, development aid can have more subtle—
but perhaps more pervasive—negative effects on political outcomes.

One example is credit claiming, which refers to situations where politicians
attribute the receipt of development aid to their own personal efforts, regardless of whether
this credit is deserved. This includes everything from re-branding bags of relief goods from
international agencies with their campaign stickers to placing their names on large
infrastructure
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projects.

In the development policy world, one of the most visible forms of credit claiming
are large tarps or posters proclaiming the project or activity with the politician’s name
and photo prominently positioned. Meanwhile, if the name of the funding agency is
included at all, it’s often in smaller letters or in a corner of the poster. Other
common forms of credit claiming for development aid include politicians visiting
project sites to use groundbreaking and dedication ceremonies as opportunities for
grandstanding.

Credit-claiming can be deserved, where politicians help secure funding and
facilitate implementation, though more often it is undeserved, as politicians play no role
in the project. Credit claiming can impact incumbent survival at the local or national
level, because it may obscure accountability and “inflate” incumbent support through
misattribution of credit (Baldwin and Winters, 2023).

Deserved Credit-Claiming Implementation of aid projects that deliver public or welfare
goods can be a form of coproduction between state and non-state actors (Tsai, 2011),
where politicians may be influential in fostering partnerships or forging links (Baldwin
and Winters, forthcoming), especially in authoritarian contexts (Tsai, 2011). Politicians
participating in these partnerships and coproduction may be deservedly claiming credit
for such projects.

Undeserved Credit-Claiming However, in the absence of information, constituents fre-
quently misattribute undue credit to incumbents (Guiteras and Mobarak, 2015; Springman, 2020).
For example, studying bypass aid delivered through NGOs in Uganda, Springman (2020)
reports, from survey data, that though respondents knew an NGO implemented particular
aid projects, they still believed that the president was responsible for the allocation of
projects to their locality.

Yet citizens also update their support and exhibit “sophisticated reactions” when
provided information (Guiteras and Mobarak, 2015; Baldwin and Winters, 2023). As a result,
information about the funding and implementation of aid projects can help constituents
attribute credit more plausibly. Further, providing this information does not appear to
disadvantage politicians deserving credit though it does reduce credit for undeserving
politicians in an experiment in Uganda (Baldwin and Winters, 2023). Crucially, this effect
relied on variation in political oversight capacity, where voters assess to what extent their
local politicians are likely to have been able to be involved with an aid project and update
their support for the incumbent accordingly.
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5.3.2 Political Budget Cycles

Consistent with the political effects channel, there is evidence that donors, at least
partly, provide aid to help align governments stay in power. Recent economic performance
is an important determinant of incumbent vote share in competitive elections and the
literature on political business cycle highlights that incumbents attempt to increase
spending and improve employment outcomes in election years. Bilateral donors tend to
provide more resources to recipient countries ahead of elections, especially if the countries
are aligned (Faye and Niehaus, 2012).

6 Conclusion

It is abundantly clear that foreign aid impacts domestic politics; but the ways that aid can affect
politics can vary not only in scale and scope but also in the types of effects—positive or negative—
on political institutions and incentives. The aid-induced growing presence of development actors,
local and international, can reconfigure the domestic political scene. These actors can galvanize
civil society, act as interest groups (representing opposition or elite interests), attract resources,
create social capital, and eliminate grievances against the ruling elites—all which can recontour
domestic politics.

Further, foreign aid introduces additional resources, which can influence domestic politics and alter
existing incentive structures for domestic politicians. The constellation of these effects depends on
context. Under conditions of aid dependency or weak institutions, additional resources from aid
appear less likely to improve bureaucratic or technical capacity and may have downstream effects
on legitimacy and state capacity.

Because aid itself is a valuable resource, politically and financially, local political actors also have
incentives to capture, direct, or claim credit for its flow. This may also accord with the interests of
donors, who prefer particular incumbents or regime types, and can adjust the volume, volatility, and
timing of aid flows accordingly.

Even well-intentioned donors are unlikely to be able to provide aid without any of the political
effects of aid described in this chapter, many of which are context-dependent and the result of a
complex interplay of factors. A few key takeaways for concerned donors include:

e Improved design of aid programs: donors should endeavor to design aid programs that
create local political incentives for economic development. This requires a more nuanced
understanding of the local political context to design programs that can: (i) engage with
civil society and support their efforts to hold governments accountable; and (ii) enhance
state capacity and promote inclusive economic development.
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e Attention to both fiscal and electoral incentives: donors tend to focus more on aid
dependence, distortions to financial planning, and incentives for reform, but understanding
the effects of aid on political incentives is just as important.

e Multifaceted approach to addressing diversion: donors tend to focus efforts on
mitigating corruption and large-scale misallocation of resources. While these are important,
monitoring and oversight should also include more subtle forms of misuse, such as
politically-motivated allocation of resources, undeserved credit-claiming, and the
manipulation of aid timing for campaigning.

Although there is no one-size-fits-all solution, there is much reason for optimism. In most contexts,
aid does not appear to reduce the recipient state’s legitimacy in the eyes of citizens, except in cases
where bypass aid may signal citizens about institutional quality. And while recipient governments
will often attempt to use aid to secure political support, but their success in achieving this can be
mixed. Aid can affect chances of political survival, but these effects depend on timing, channels,
volume, and regime type. These features of aid can mediate the role of aid in domestic politics, but
political effects of foreign aid, intended and unintended, will continue to arise as local and
international actors respond to the changing incentives and fluctuating resources that accompany
foreign aid. At the same time, these potential channels for political effects of aid also point to
important ways to minimize these effects. By addressing these considerations in the design and
implementation of programs, donors can also foster improved political incentives and support
strengthened political institutions in recipient countries, while reducing unintended political
consequences.

23



References

Acemoglu, Daron, Simon Johnson, and James A. Robinson, Institutions as the Fundamental
Cause of Long-Run Growth [electronic resource] Working paper series (National Bureau
of Economic Research : Online) ; no. 10481, Cambridge, Mass: National Bureau of
Economic Research, 2004.

Ahmed, Faisal Z, “The Perils of Unearned Foreign Income: Aid, Remittances, and Gov-
ernment Survival,” The American political science review, 2012, 106 (1), 146-165.

Aldasoro, Inaki, Peter Nunnenkamp, and Rainer Thiele, “Less aid proliferation and more
donor coordination? The wide gap between words and deeds,” Journal of international
development, 2010, 22 (7), 920-940.

Alesina, Alberto and Beatrice Weder, “Do Corrupt Governments Receive Less Foreign
Aid?,” The American economic review, 2002, 92 (4), 1126-1137.

Andersen, Jorgen Juel, Niels Johannesen, and Bob Rijkers, “Elite Capture of Foreign Aid:
Evidence from Offshore Bank Accounts,” The Journal of political economy, 2022, 130 (2),
388-425.

Ariotti, Margaret, Simone Dietrich, and Joseph Wright, “Foreign aid and judicial auton-
omy,” Review of International Organizations, 2021.

Baldwin, Kate and Matthew S. Winters, “Foreign Aid and Political Support: How Politicians’
Oversight Capacity and Voter Information Condition Credit Giving,” World Politics, 2023,
75(1), 1-42.

Barma, Naazneen H., Naomi Levy, and Jessica Piombo, “The Impact of Aid Dynamics on
State Effectiveness and Legitimacy,” Studies in comparative international development,
2020, 55 (2), 184-203.

Bauer, Péter Tamas et al., Dissent on development, Harvard University Press, 1976.

Bermeo, Sarah Blodgett, “Aid Allocation and Targeted Development in an Increasingly
Connected World,” International organization, 2017, 71 (4), 735-766.

_, Targeted development : industrialized country strategy in a globalizing world [electronic
resource] Oxford scholarship online 2018.

Besley, Timothy and Torsten Persson, “The Origins of State Capacity: Property Rights,
Taxation, and Politics,” The American economic review, 2009, 99 (4), 1218-1244.

Blair, Robert A. and Matthew S. Winters, “Foreign Aid and State-Society Relations:
Theory, Evidence, and New Directions for Research,” Studies in comparative international
development, 2020, 55 (2), 123-142.

24



Blair, Robert A and Philip Roessler, “Foreign Aid and State Legitimacy: Evidence on Chi-

nese and US Aid to Africa from Surveys, Survey Experiments, and Behavioral Games,”
World politics, 2021, 73 (2), 315-357.

Blattman, Christopher, Mathilde Emeriau, and Nathan Fiala, “Do Anti-Poverty Pro-
grams Sway Voters? Experimental Evidence from Uganda [electronic resource],” 2017.

Boone, Peter, “Politics and the effectiveness of foreign aid,” European economic review, 1996,
40 (2), 289-329.

Brass, Jennifer N., Allies or adversaries : NGOs and the state in Africa [electronic resource]
Cambridge core 2016.

Brautigam, DA and S Knack, “Foreign Aid, Institutions, and Governance in Sub-Saharan
Africa,” Economic development and cultural change, 2004, 52 (2), 255-285.

Brazys, Samuel, “Aid and Governance: Negative Returns?,” European journal of develop-
ment research, 2015, 28 (2), 294-313.

Briggs, Ryan C, “Electrifying the base? Aid and incumbent advantage in Ghana,” The
Journal of modern African studies, 2012, 50 (4), 603-624.

_, “Aiding and Abetting: Project Aid and Ethnic Politics in Kenya,” World development,
2014, 64, 194-205.

_, “Receiving Foreign Aid Can Reduce Support for Incumbent Presidents,” Political re-
search quarterly, 2019, 72 (3), 610-622.

Brown, David S, J. Christopher Brown, and Scott W Desposato, “Who Gives, Who
Receives, and Who Wins?,” Comparative political studies, 2008, 41 (1), 24-47.

Burnside, Craig and David Dollar, “Aid, Policies, and Growth,” The American economic
review, 2000, 90 (4), 847-868.

Bush, Sarah Sunn, The taming of democracy assistance, Cambridge University Press, 2015.

Busse, Matthias and Steffen Groning, “Does foreign aid improve governance?,” Eco-
nomics letters, 2009, 104 (2), 76-78.

Campbell, Susanna, Matthew DiGiuseppe, and Amanda Murdie, “International Devel-
opment NGOs and Bureaucratic Capacity: Facilitator or Destroyer?,” Political research
quarterly, 2019, 72 (1), 3-18.

Caputo, Enzo, Antonie de Kemp, and Andrew Lawson, “Assessing the impact of budget
support: Case studies in Malawi, Tunisia, and Zambia,” 2011, (2).

25



Carothers, Thomas, Critical mission : essays on democracy promotion [electronic resource]
Democracy and rule of law books 2004.

Cashel-Cordo, Peter and Steven G Craig, “The public sector impact of international
resource transfers,” Journal of development economics, 1990, 32 (1), 17-42.

Chatterjee, Santanu, Paola Giuliano, and llker Kaya, “Where Has All the Money Gone?
Foreign Aid and the Composition of Government Spending,” The B.E. journal of macroe-
conomics, 2012, 12 (1).

Clarke, Gerard, “Non-Governmental Organizations (NGOs) and Politics in the Develop- ing
World,” Political studies, 1998, 46 (1), 36-52.

Clist, Paul, Alessia Isopi, and Oliver Morrissey, “Selectivity on aid modality: Determi-
nants of budget support from multilateral donors,” Review of International Organizations,
2011, 7 (3), 267-284.

Collier, Paul, “Redesigning Conditionality.,” World Development, 1997, 25.

_ and Anke Hoeffler, “Unintended Consequences: Does Aid Promote Arms Races?,”
Oxford bulletin of economics and statistics, 2007, 69 (1), 1-27.

Cooksey, Brian, “Aid, governance and corruption control: a critical assessment,” Crime, law,
and social change, 2012, 58 (5), 521-531.

de Mesquita, Bruce Bueno and Alastair Smith, “A Political Economy of Aid,” International
organization, 2009, 63 (2), 309-340.

de Sijpe, Nicolas Van, “The Fungibility of Health Aid Reconsidered: A Rejoinder,” The
Journal of development studies, 2013, 49 (12), 1763-1764.

de Walle, Nicolas Van, African economies and the politics of permanent crisis, 1979-1999 [elec-
tronic resource] Political economy of institutions and decisions, Cambridge University
Press, 2001.

Devarajan, Shantayanan and Vinaya Swaroop, The implications of foreign aid fungibility for
development assistance Policy research working papers ; 2022, Washington, DC: World
Bank, Development Research Group and Poverty Reduction and Economic Manage- ment
Network, 1998.

Dieleman, Joseph L., Casey M. Graves, and Michael Hanlon, “The Fungibility of Health
Aid: Reconsidering the Reconsidered,” The Journal of development studies, 2013, 49 (12),
1755-1762.

Dietrich, Simone, “Bypass or Engage? Explaining Donor Delivery Tactics in Foreign Aid
Allocation*,” International Studies Quarterly, 2013, 57 (4), 698-712.

26



_ and Matthew S Winters, “Foreign Aid and Government Legitimacy,” Journal of experi-
mental political science, 2015, 2 (2), 164-171.

_ and Matthew S. Winters, “Foreign Aid and Quality of Government,” 2022. (forthcom- ing).

_ , Minhaj Mahmud, and Matthew S Winters, “Foreign Aid, Foreign Policy, and Domes-
tic Government Legitimacy: Experimental Evidence from Bangladesh,” The Journal of
politics, 2018, 80 (1), 133-148.

Djankov, Simeon, Jose G Montalvo, and Marta Reynal-Querol, “The curse of aid,”
Journal of economic growth (Boston, Mass.), 2008, 13 (3), 169-194.

Dolan, Lindsay R., “Rethinking Foreign Aid and Legitimacy: Views from Aid Recipients in
Kenya,” Studies in comparative international development, 2020, 55 (2), 143-159.

Dreher, Axel, Andreas Fuchs, Roland Hodler, Bradley C Parks, Paul A Raschky, and
Michael J Tierney, “African leaders and the geography of China’s foreign assistance,”
Journal of development economics, 2019, 140, 44-71.

Dutta, Nabamita and Claudia Williamson, “Can foreign aid free the press?,” Journal of
institutional economics, 2016, 12 (3), 603-621.

Faye, Michael and Paul Niehaus, “Political Aid Cycles,” The American economic review, 2012,
102 (7), 3516-3530.

Feyzioglu, Tarhan, Vinaya Swaroop, and Min Zhu, “A Panel Data Analysis of the Fun-
gibility of Foreign Aid,” The World Bank Economic Review, 1998, 12 (1), 29-58.
Foreign Economic Ald

Foreign Economic AId, Yake Review, 1958, 47 (4), 501-16.

Franco-Rodriguez, Susana, “Recent developments in fiscal response with an application to Costa
Rica,” Journal of international development, 2000, 12 (3), 429-441.

_, Oliver Morrissey, and Mark McGillivray, “Aid and the public sector in Pakistan: Evidence
with endogenous aid,” World development, 1998, 26 (7), 1241-1250.

Gibson, Clark C., Barak D. Hoffman, and Ryan S. Jablonski, “Did Aid Promote Democracy
in Africa? The Role of Technical Assistance in Africa’s Transitions,” World development, 2015,
68, 323-335.

Glassman, Amanda, “Donors and a Data Revolution,” 2014.

27



Godfrey, Martin, Chan Sophal, Toshiyasu Kato, Long Vou Piseth, Pon Dorina, Tep
Saravy, Tia Savora, and So Sovannarith, “Technical Assistance and Capacity Development
in an Aid-dependent Economy: The Experience of Cambodia,” World development, 2002, 30 (3),
355-373.

Gugerty, Mary Kay and Michael Kremer, “Outside Funding and the Dynamics of Participa-
tion in Community Associations, ” American journal of political science, 2008, 52 (3), 585-602.

Guiteras, Raymond P and Ahmed Mushfig Mobarak, “Does Development Aid Undermine
Political Accountability? Leader and Constituent Responses to a Large-Scale Intervention,”
2015.

Hodler, Roland and Paul A Raschky, “REGIONAL FAVORITISM,” The Quarterly journal
of economics, 2014, 129 (2), 995-1033.

Institute for Health Metrics and Evaluation. “Financing Global Health 2010,” University
of Washington, 2010.

Isopi, Alessia Chiara and Fabrizio Mattesini, “Aid and Corruption: Do Donors Use Devel-
opment Assistance to Provide the 'Right’ Incentives?,” 2008, (121).

Jablonski, Ryan S, “How Aid Targets Votes: The Impact of Electoral Incentives on Foreign Aid
Distribution,” World politics, 2014, 66 (2), 293—330.

Jones, Sam and Finn Tarp, “Does foreign aid harm political institutions?,” Journal of develop-
ment economics, 2016, 118, 266-281.

Kalyvitis, Sarantis and Irene Vlachaki, “Democratic aid and the democratization of recipients,”
Contemporary economic policy, 2010, 28 (2), 188.

Kersting, Erasmus K. and Christopher Kilby, “With a little help from my friends: Global
electioneering and World Bank lending, ” Journal of development economics, 2016, 121, 153-165.

Khilji, Nasir M. and Ernest M. Zampelli, “The fungibility of U.S. military and non-military

assistance and the impacts on expenditures of major aid recipients,” Journal of development
economics, 1994, 43 (2), 345-362.

Knack, Stephen, “Aid Dependence and the Quality of Governance: Cross-Country Empirical
Tests,” Southern Economic Journal, 2001, 68 (2), 310-329.

_, “Does Foreign Aid Promote Democracy?,” International studies quarterly, 2004, 48 (1),
251-266.

>

_ and Aminur Rahman, “Donor fragmentation and bureaucratic quality in aid recipients,’
Journal of development economics, 2007, 83 (1), 176-197.

Kono, Daniel Yuichi and Gabriella R. Montinola, “Does Foreign Aid Support Autocrats,
28



Democrats, or Both?,” The Journal of Politics, 2009, 71 (2), 704—718.

29



Kono, Daniel Yuichi and Gabriella R. Montinola, “The Uses and Abuses of Foreign Aid:
Development Aid and Military Spending, ” Political Research Quarterly, 2013, 66 (3), 615-629.

Lee, Melissa M and Nan Zhang, “Legibility and the Informational Foundations of State Ca-
pacity,” The Journal of politics, 2017, 79 (1), 118-132.

Licht, Amanda A, “Coming into Money: The Impact of Foreign Aid on Leader Survival,” The
Journal of conflict resolution, 2010, 54 (1), 58-87.

Lu, Chunling, Matthew T Schneider, Paul Gubbins, Katherine Leach-Kemon, Dean
Jamison, and Christopher JL Murray, “Public financing of health in developing countries: a
cross-national systematic analysis,” The Lancet (British edition), 2010, 375 (9723), 1375-1387.

’

Masaki, Takaaki, “The Political Economy of Aid Allocation in Africa: Evidence from Zambia,”
African studies review, 2018, 61 (1), 55-82.

McGillivray, Mark and Oliver Morrissey, “Aid fungibility in Assessing Aid: red herring or true
concern?,” Journal of international development, 2000, 12 (3), 413—-428.

Morrison, Kevin M., “Natural Resources, Aid, and Democratization: A Best-Case Scenario,”
Public choice, 2007, 131 (3/4), 365-386.

Moyo, Dambisa, Dead aid : why aid makes things worse and how there is another way for Africa,
London: Penguin, 2010.

Ohler, Hannes and Peter Nunnenkamp, “Needs-Based Targeting or Favoritism? The Regional
Allocation of Multilateral Aid within Recipient Countries, ” Kyklos (Basel), 2014, 67 (3), 420—
446.

Opalo, Ken, “Does Chris Blattman hate state capacity, ” 2013.

Pack, H. and J.R. Pack, “Is Foreign Aid Fungible? The Case of Indonesia,” The Economic journal
(London), 1990, 100 (399), 188-194.

Pack, Howar and Janet Rothenberg Pack, “Foreign Aid and the Question of Fungibility,” The
review of economics and statistics, 1993, 75 (2), 258-265.

Pettersson, Jan, “Foreign sectoral aid fungibility, growth and poverty reduction,” Journal of
international development, 2007, 19 (8), 1074-1098.

Radelet, Steve, “Will the millennium challenge account be different?, ” The Washington quarterly,
2003, 26 (2), 171-187.

Reis, Ana Horigoshi, “Essays on foreign aid and governance.” PhD dissertation, Universite
Paris sciences et lettres 2020.

30



Remmer, Karen L., “Does Foreign Aid Promote the Expansion of Government?,” American
journal of political science, 2004, 48 (1), 77-92.

Rodrik, Dani and Arvind Subramanian, “The primacy of institutions (and what this does and
does not mean),” Finance and Development, 2003, 40 (2), 31-34.

Rubenstein, Jennifer, Between Samaritans and States: The Political Ethics of Humanitarian
INGOs, Oxford: Oxford University Press, 2015.

Sacks, Audrey, “Can Donors and Non-State Actors Undermine Citizens’ Legitimating Beliefs
2,7 2012, WPS 6158.

Sandefur, Justin, “Seeing Like a State in Africa,” 2013.

_ and Amanda Glassman, “The Political Economy of Bad Data: Evidence from African Survey
and Administrative Statistics,” The Journal of development studies, 2015, 51 (2), 116-132.

Savun, Burcu, & Daniel C. Tirone. “Foreign Aid, Democratization, and Civil Conflict: How
Does Democracy Aid Affect Civil Conflict?, ” American Journal of Political Science, 2011, 55(2),
233-246.

Scott, James M. and Carie A. Steele, “Sponsoring Democracy: The United States and Democ-
racy Aid to the Developing World, 1988-2001,” International studies quarterly, 2011, 55 (1),
47-69.

Springman, Jeremy, “Aid Flows and Incumbency Advantage: Evidence from NGO Projects in
Uganda,” 2020.

Svensson, Jakob, “Foreign aid and rent-seeking, ” Journal of International Economics, 2000, 51
(2), 437-461.

Swaroop, Vinaya, Shikha Jha, and Andrew Sunil Rajkumar, “Fiscal effects of foreign aid in
a federal system of governance: The case of India, ” Journal of public economics, 2000, 77 (3),
307-330.

Tavares, José, “Does foreign aid corrupt?,” Economics Letters, 2003, 79 (1), 99-106.

Tsai, Lily L, “Friends or Foes? Nonstate Public Goods Providers and Local State Authorities in

Nondemocratic and Transitional Systems,” Studies in comparative international development,
2011, 46 (1), 46-609.

Wagstaff, Adam, “Fungibility and the impact of development assistance: Evidence from Vietnam’s
health sector, ” Journal of development economics, 2011, 94 (1), 62—73.

Winters, Matthew S, “Choosing to Target: What Types of Countries Get Different Types of World
Bank Projects,” World politics, 2010, 62 (3), 422—-458.

31



	1 Introduction
	2 Definition of Development Aid
	2.1 Types of Aid
	2.1.1 Project vs General Budget Support
	2.1.2 Channels of Development Aid

	2.2 Conditionality
	2.3 Targeting
	2.4 Fungibility

	3 Sources of Political Effects of Aid: how can aid have political effects?
	3.1 Introduction of new actors to the domestic political scene
	3.2 Introduction of new or additional resources to the domestic political scene
	3.3 Introduction of new (or altered) incentives to the domestic political scene

	4 Political Effects Part I: Political Institutions
	5 Political Effects Part II: Political Incentives
	5.1 Corruption and Theft
	5.2 Diversion, political capture, politically-motivated allocation
	5.2.1 Diversion
	5.2.2 Budget Reallocation

	5.3 Political Distortions
	5.3.1 Credit-Claiming
	5.3.2 Political Budget Cycles


	6 Conclusion
	References

