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ABSTRACT

My dissertation consists of three essays that collectively seek to understand the political
economy of development finance. The first essay of my dissertation investigates the relationship between coups and aid allocation. It argues that the end of the Cold War was a
historical juncture that reshaped the international donor community’s aid-based sanctioning
policy towards coups d’état while the U.S. has not consistently complied with the growing international norm of political conditionality due to geopolitical or commercial interests
trumping its rhetorical commitment to penalizing coups. Since aid flows are likely endogenous to political instability in a given country, I use exogenous variation in the success (or
failure) of coup attempts to estimate a causal impact of coup-led regime change on aid
disbursements. I find strong evidence that the international donor community as a whole
has become increasingly harsher in penalizing coups over time, particularly since the early
1990s when Cold War politics subsided. In contrast, my empirical analysis finds no enough
evidence that the U.S. has consistently reduced its aid disbursements in the events of coups
d’état.
Shifting away from the cross-national level of analysis, my second and third essays focus
on the domestic factors that influence the distribution of development finance within an
aid-recipient country and, in turn, how this allocation impacts its state institutions. In
particular, the second essay explores how electoral incentives shape the geospatial allocation
of donor-funded development projects in Zambia. Challenging a widespread belief in African
politics that autocrats reward their own core supporters with more resources, I argue that
when they have limited knowledge about citizens’ voting preferences, political elites allocate
development projects to districts where opposition to the ruling party is strong. My empirical
analysis of geospatial data on development projects in Zambia for the period of 1991-2010

reveals that those districts where opposition parties enjoy greater electoral support receive
more donor projects, which runs directly counter to the key prediction of the core voter
model.
The final essay shifts the focus of analysis from the determinants of development finance
allocation to its fiscal effects at the local level. The increasing amounts of development
finance are now channeled through intergovernmental transfers. In Africa, fiscal transfers
from the central government account for a significant proportion of local budgets. The
conventional wisdom in public finance suggests that such external transfers often “crowd
out” revenues collected by local government authorities (LGAs). In this paper, I argue that
this line of logic does not apply in the context of Africa where sound fiscal institutions are
absent at the local level. I argue instead that fiscal transfers provide essential sources of
finance for LGAs to improve their fiscal capacity and deliver goods and services to their
own constituencies, which in turn expand the tax base at the local level. Analyzing newly
available quarterly fiscal data on local budgets in Tanzania, I find strong evidence that
intergovernmental grants facilitate local revenue generation. My empirical analysis also
reveals that this positive effect of fiscal transfers on local revenues is less pronounced in
districts where a greater proportion of voters support the ruling party.
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PREFACE
This dissertation is about how politics influences/mediates the allocation and impact of
development finance. Since the early 1990s, international donors have increasingly tied their
development assistance, at least rhetorically, with certain political conditions of aid-recipient
countries, such as good governance, democracy, and the rule of law. Critics of development
aid, however, have called into question the effectiveness of such political conditionality. International donors have vested interests in keeping their aid money flow even when those
political conditions are not met. A recent literature on development finance—perhaps, as
best exemplified by Moyo’s (2009) Dead Aid —also warns that aid money simply props up
dictators, fuels corruption, erodes state institutions, and thus fails to make a dent in world
poverty.
The purpose of this dissertation is to revisit these ongoing debates over the effectiveness
of political conditionality and development finance with rigorous empirical tests. Chapter
1 in my dissertation uncovers how the international donor community has evolved in terms
of its aid-based sanctioning policy before and after the end of the Cold War using global
data on foreign aid and coups d’état. I analyze international donors’ responses to coups as
a critical test of their commitment to enforcing political conditoinality. My analysis shows
that there has been a clear sign of shift in the international donor community’s collective
efforts to reward democratic rule by employing increasingly harsher measures against coups
over time.
Despite this changing policy-making environment at the global level, however, international donors exert little discretionary power over the allocation of their aid money once it
is in the hands of leaders in aid-recipient countries. Chapter 2 and 3 reveal how the domestic politics of aid-recipient countries dictates the allocation and impact of development
finance. In Chapter 2, I analyze the geospatial distribution of development projects in Zambia and demonstrate that electoral incentives strongly impact the pattern of aid allocation
while needs-based factors, such as literacy or poverty, have little allocational impact. These
vi

findings attest to the possibility that the allocation of development projects is driven by
domestic political factors instead of the demands of those who are most in need. Although
international donors may find it of their interest to target foreign aid to poverty-stricken
areas, the distribution of donor-funded development projects is ultimately subject to political manipulation, which may in turn jeopardize the overall effectiveness of aid in poverty
reduction.
Finally, Chapter 3 turns the focus of analysis from the determinants of development
finance allocation to its fiscal impact. The increasing amounts of development finance are now
channeled through intergovernmental transfers to local governments. I argue that when fiscal
institutions are weak, financial transfers from the central government (and/or international
donors) provide essential resources for local governments to respond to the needs of their
own constituencies and also to improve internal institutional capacity to collect revenues in
return, which all contribute to expanding the tax base for local governments. However, the
central government also politicizes the enforcement of local tax collection to reward certain
groups over others depending on political affiliations. I use the case study of Tanzania to
show that grants have positive effects on local revenue generation, but that this positive effect
is also mediated by local electoral dynamics. These findings run counter to the conventional
wisdom in public finance that fiscal transfers weaken the incentive for local governments to
collect their own revenues. This chapter reveals the potential role of fiscal transfers as a
policy instrument to strengthen state institutions and improve fiscal capacity at the local
level.
As such, this dissertation offers an analysis of interplay between politics and development
finance, both at the cross-national and sub-national level. The domestic politics of aidrecipient countries plays a critical role in shaping the way development finance is distributed
and how it impacts state institutions at the local level. My hope is that these findings
generate discussions and debates among scholars and policymakers about how development
policy can be redesigned to better address the issues of governance and poverty.
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Chapter 1
Coup d’État and Foreign Aid

1.1

Introduction

On March 21, 2012, military junior officers staged a coup d’état to oust then President
Amadou Toumani Toure in Mali. Before the coup, Mali had been hailed as one of the most
stable democracies in sub-Saharan Africa. This sudden transgression against democratic
rule in Mali shocked the international community, which unequivocally condemned the coup
d’état and called for the immediate restoration of civilian rule. The country’s two largest
bilateral donors, the U.S. and France froze their development assistance to Mali immediately
after the coup (Djau 2012). Accordingly, major multilateral donors, including the European
Union (EU), World Bank and African Development Bank, all followed suit by announcing
the suspension of their aid to the country (Hicks 2012).
These immediate, harsh responses by international donors suggest that political conditionality is genuinely at work.1 However, such coordinated actions by donors are often
thought to be exceptional. Anecdotal evidence paints a bleak picture of donors’ weak commitment to enforcing political conditionality. The most recent case comes from the July 2013
coup in Egypt, which led to only a temporary freeze on the U.S. economic and military aid
to the Egyptian government. Only six months after the coup, the U.S. Congress passed legislation that lifted restrictions on its development and military assistance to Egypt (Londono
2014). Another notable case was the bloodless coup that occurred in Nigeria on November
13, 1993. The EU and its member states failed to impose aid sanctions on the newly installed
military regime. In fact, “it was not until November 1995, following the international outrage
1

In this paper, I adopt the definition of political conditionality from Stokke (1995, 15), which refers
to “the use of pressure, by the donor, in terms of threatening to terminate aid, or actually terminating or
reducing it, if [political] conditions are not met by the recipient.”
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over the execution of Ken Saro-Wiwa and eight other Ogoni environmental activists, that a
total freeze on development co-operation was adopted by the EU Council of Ministers as a
‘common position’” (Crawford 2001, 212). These cases are just a few of the many examples
that attest to the shakiness of donors’ adherence to political conditionality.
Do international donors penalize coups d’état by reducing their aid? How significant is
the impact of coups on aid flows? Do donors uniformly punish coup perpetrators? This
paper seeks to answer these empirical questions by analyzing the global sample of coups and
foreign aid disbursements for the period of 1960-2012. I argue that the end of the Cold War
was a historical juncture that reshaped the donor community’s aid-based sanctioning policy
against coups, although geopolitical interests have rendered the U.S. responses to coups
during the post-Cold War period less consistent than other major bilateral donors. The
end of Cold War politics coincided with the beginning of donors’ collective efforts to reward
democracy and good governance through their aid policy, which called for most stringent
actions to be taken against the incidence of coups. However, I posit that the hegemonic
status of the U.S. in the donor community has freed the country from the obligation to
comply with the growing international norm of political conditionality, whereby the U.S. has
prioritized the pursuit of geopolitical interests over its rhetorical commitment to penalizing
coups.
My empirical analysis shows that since the end of the Cold War, the donor community
on average has collectively penalized coups d’état by reducing aid. In contrast, I find little
evidence of such aid sanctions undertaken against coup-led regime change during the Cold
War period. These findings run counter to the prevailing notion in the literature that there
has been no notable change in donors’ actual aid allocation patterns over time (i.e., Kanbur
2000; Easterly 2002; Svensson 2003; Easterly 2007; Clist 2011). In particular, Easterly
(2007, 649) finds “no evidence that the political opportunity created by the end of the Cold
War led to a de-emphasis of strategic considerations and more emphasis on the need of
the recipient.” My findings indeed reflect a fundamental change in the donor community’s
2

response to coups d’état around the late 1980s and the early 1990s, a period when Cold
War politics ceased to dictate donors’ aid allocation decisions and concerns related to the
domestic politics of recipient countries carried more weight in shaping their aid policy.

However, I also find that the U.S.—the largest donor in the world—has failed to impose
strict and consistent aid sanctions against coup perpetrators even during the post-Cold
War period. Indeed, as my empirical analysis shows, the U.S. differs from other major
bilateral donors—namely, Japan, Germany, the U.K., and France—in its responses towards
the incidence of coups. I show that the U.S. is the only country among major bilateral donors
that has failed to act on its own mandate to penalize coup perpetrators through the stick of
aid sanctions. As Marinov and Goemans (2013) suggest, foreign aid can become a catalyst for
expediting the timing of elections that follow coups. However, if donors fail to uniformly act
in punishing coups d’état, coup perpetrators can potentially evade international pressures,
which could otherwise force them to relinquish power and return to democratic rule. The
main findings of this paper thus attest to the possibility that the uncoordinated nature of
aid sanctions can potentially jeopardize the overall effectiveness of political conditionality.

This paper seeks to contribute to the literature on foreign aid and political conditionality
in three ways. First, this article examines how donors respond to a particular type of
democratic transgression—coups d’état. Coups instantly shatter the confidence donors have
in the democratic institutions of their recipient countries and thus serve as a critical test
for donors’ real commitment to political conditionality. Whereas studies on the relationship
between democracy and aid allocation abound (i.e., Alesina and Dollar 2000; Neumayer
2003; Dollar and Levin 2006; Easterly 2007; Hyde and Boulding 2008; Wright and Winters
2010; Clist 2011), there have been few scholarly efforts to empirically test the relationship
between coups and foreign aid. Most of the existing studies on aid sanctions examine only
a few instances of coups to illustrate how the concept of political conditionality has been
enforced in certain cases (i.e., Stokke 1995; Crawford 2001; Santiso 2002; Barracca 2007;
3

Youngs 2010).2 They offer little leverage on the question of whether coups actually cause
any significant aid cuts from the donor community. This article seeks to fill this gap in the
literature by quantitatively testing donors’ responses to coups d’état.
Second, I estimate the causal effect of coup-led regime change on foreign aid. The
occurrence of a coup is most likely to be correlated with various other potential confounders—
such as regime legitimacy, state capacity, political stability, or the presence of a politicized
military—which may also be a strong predictor of whether a given country receives aid or how
much it receives. Many of these potential confounders cannot be easily measured, and the
issues of endogeneity are most likely lurking in studies that seek to uncover the relationship
between coups and foreign aid. Following Jones and Olken (2009), I will address this problem
by focusing on the sample of observations in which coup attempts have already been made. I
argue—and provide extensive evidence—that conditional on the occurrence of coup attempts,
whether a coup succeeds in unseating the government is exogenous to aid flows. I exploit
this exogenous variation in the success (or failure) of attempted coups to estimate the causal
effect of coup-led regime change on foreign aid.
Lastly, I consider potential heterogeneity across major bilateral donors in their responses
to coups. As existing studies show, donors are far from homogeneous in terms of the way they
allocate their aid (Alesina and Dollar 2000; Neumayer 2003; Dollar and Levin 2006). Various
strategic considerations influence their aid allocation decisions. Reflecting this theme, do
donors all respond differently to coups? Or do they uniformly reduce their aid to coup
perpetrators and penalize them? These questions are particularly relevant to policy makers
who use foreign aid as leverage to hold recipient countries accountable to democratic rule. As
Faust (2013, 2) points out, for political conditionality to be effective, “donor harmonisation
is key, because only a coherent incentive system sets credible signals and has a chance to
contribute to institutional reform.” Thus, I carefully evaluate how each of the five largest
2

Marinov and Goemans’ paper (2013) offers an econometric analysis of the effect of coups on foreign aid.
Yet, the main focus of their paper rests more on testing the impact of foreign aid on post-coup elections and
does not pay sufficient attention to the potential issues of endogeneity.

4

bilateral donors—namely, the U.S., the U.K., Germany, France, and Japan—responds to
coups d’état.
The remainder of the paper proceeds as follows. In the next section (Section 2), I review
the literature on coups and foreign aid and provide a theoretical overview of how the concept
of political conditionality has gained currency in the donor community since the end of the
Cold War. Section 3 describes the data used in my empirical evaluation of the relationship
between coups d’état and foreign aid. Section 4 presents the main findings of my econometric
analysis. Section 5 concludes with a description of several implications that can be drawn
from the study’s core findings.

1.2
1.2.1

Theoretical Background
Coups and Aid Sanctions

Coups d’état constitute one of the most egregious threats to constitutional and democratic
rule in developing countries.3 In this paper, I adopt Marshall and Marshall’s definition of
a coup d’état, which refers to “a forceful seizure of executive authority and office by a
dissident/opposition faction within the country’s ruling or political elites that results in a
substantial change in the executive leadership and the policies of the prior regime (although
not necessarily in the nature of regime authority or mode of governance)” (Marshall and
Marshall 2014, 1). The donor community generally responds to the incidence of coups by
imposing some sorts of aid sanctions and calling for elections (Marinov and Goemans 2013).
As exemplified in the recent cases of the September 2006 coup in Thailand, the August 2008
coup in Mauritania, or the March 2012 coup in Mali (just to name a few), almost all major
donors have publicly declared their concerns about the fall of democratic rule in the events
3

As Marinov and Goemans (2013, 3) highlight, “By one count, three out of every four failures of democracy are the result of a successful coup d’état.” It is worth highlighting that about one half of all the
attempted or successful coups from 1960 to 2012 happened in sub-Saharan Africa, according to my own
calculation from the Marshall and Marshall (2014) dataset.
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of coups d’état, and have imposed temporary freezes on their aid in response.
While there is no doubt that all the major international donors today are unequivocally
opposed to coups, the types of aid sanctions adopted in the aftermath of coups have varied
across time and space. According to Crawford (2001, 169), aid sanctions can be categorized
into four types: “full suspension (of all aid, except humanitarian assistance)”, “programme
aid (or balance-of-payments support) suspen[sion]”, “new project aid suspen[sion] (including
technical co-operation)”, and “overall reduction of aid allocation or aid disbursements on
political grounds.” Anecdotal evidence suggests that when coups happen, donors often
suffer from a lack of coordination, being unable to decide on what types of aid sanctions to
be implemented and when to lift such aid sanctions. For instance, according to a report from
the Embassy of the Netherlands in Bamako, some attempts have been made to coordinate
donors’ responses to the political crisis that ensued after the March 2012 coup in Mali.
However, the report highlights that “individual decisions to resume aid relations overtook the
existing coordination mechanism” (Embassy of the Kingdom of the Netherlands in Bamako
2013, 4).
In actuality, donors hardly ever adopt full suspension, “with a partial aid freeze on
new projects, and/or suspension of programme aid being much more common” (Crawford
1997, 81). Some donors gradually resumed their aid to coup perpetrators even before elections were held or scheduled. The EU, for instance, proposed to resume its aid worth up to
250 million euros to Mali—which was suspended after the March 2012 military coup—once
the interim government crafted a “roadmap” that outlined the restoration of democratic
rule (Bilby 2013). The U.S. also adopted a similar approach when Congress authorized the
resumption of $1 billion worth of economic and military assistance to Egypt six months
after the July 2013 coup, while making clear that the resumption of aid was conditional on
the government making progress on efforts towards a democratic transition (as stipulated in
Section 7041 of the Consolidated Appropriations Act, 2014). In other cases, donors simply
ignored the incidence of a coup and continued to provide aid. As stated earlier, the 1993
6

coups d’état in Nigeria failed to elicit any punitive measures from the donor community.4
Lastly, aid sanctions may not persist long enough to actually put pressure on coup perpetrators, as seen in the case of the January 1996 coup in Niger, in which the EU lifted the
subsequent suspension of development assistance to the country a few months after the coup
(Santiso 2002, 21-2).
Figures 1.1 and 1.2 capture the significant degree of variation in how donors have responded to coup-led regime change. Figure 1.1 plots the number of coup attempts and
successful coups across all countries during the period of 1960-2012 based on the Marshall
and Marshall dataset (Marshall and Marshall 2014). Coups are deemed “successful” when
coup leaders “exercise effective authority for at least one month” (Marshall and Marshall
2014, 1).5 The total number of coup attempts is simply the sum of successful coups and
failed coup attempts.6 There were 477 coup attempts over the period of 1960-2012, and of
these, 185 were successful. Figure 1.2 shows the distribution of changes in the total official
development assistance (ODA) disbursements (in per capita terms) from all members of the
Organization for Economic Cooperation and Development (OECD) Development Assistance
Committee (DAC) between one year before and one year after each of the 185 successful
coups. This figure itself is striking because it shows a well balanced bell-shaped distribution,
indicating that some successful coup events saw an increase in the amounts of donors’ aid
disbursements in the following year.

4

Another example comes from the February 1991 coup in Thailand, where the Japanese government
largely accepted the forceful removal of Prime Minister Chatichai Choonhaven by the military without
undertaking any aid sanctions (Satake 1992).
5
In the following, I use coup-led regime change and successful coups interchangeably.
6
The definition of coup attempts is contested in the literature (Powell and Thyne 2011). Marshall and
Marshall (2014) make an important distinction between coup attempts and coup plots (or alleged coup
plots). The former differs from the latter in that coup attempts need to be “overt” and “actual”, not simply
being alleged ex post by state authorities (Powell and Thyne 2011, 251).
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the Marshall and Marshall (2014) dataset
Notes: This figure captures the distribution of changes in the total
ODA disbursements per capita from all DAC donors between one
year before and one year after the successful coup.

Many have observed that donors often fail to impose aid sanctions in a consistent manner.
For instance, various studies show a weak linkage between aid disbursements and the recip8

ients’ actual compliance with aid conditionality (Mosley, Harrigan and Toye 1995; Collier
1997; Svensson 2003). There are mainly two theoretical reasons for why donors cannot credibly commit themselves to imposing aid sanctions. First, since aid agencies are constantly
under intense pressure to meet their disbursement targets, it is in their best interest to keep
aid flowing (Kanbur 2000; Easterly 2002; Svensson 2003). Second, the strategic importance
of a recipient can enter into calculus of donors’ decisions to suspend or continue aid after
a successful coup happens (Stokke 1995; Bueno de Mesquita and Smith 2009). Alesina and
Dollar (2000, 41), for instance, claim that “political-strategic variables have more explanatory power [as determinants of aid allocation] than the measures of poverty, democracy,
and policy.” All these studies cast doubt on the effectiveness of aid sanctions, but more
importantly, allude to the weak incentives for the donors to actually implement them.

1.2.2

The End of the Cold War and Donors’ Responses to Coups

Despite the looming skepticism over the effectiveness of aid conditionality, I argue that
there has been a genuine policy shift in the donor community since the end of the Cold
War, which is reflected in donors’ increasingly harsh responses to coups d’état. The political
implications of aid conditionality have evolved significantly ever since ODA first emerged as
a political and diplomatic tool in the early 1950s. From the 1950s through the late 1980s,
two major strategic considerations dictated the logic of aid allocation by Western donors:
the nature of colonial relations and the prevailing politics of the Cold War (McKinlay 1979).
European donors used their aid as economic leverage to sustain political influence over their
former colonies, particularly in sub-Saharan Africa, while the primary goal of the U.S. aid
was to contain communism. In fact, some have argued that donors’ collective efforts to
reward good governance and democracy with foreign aid are a recent political phenomenon
that has gradually permeated a norm within the donor community since the early 1990s
(i.e., Stokke 1995; Crawford 2001; Dunning 2004; Jean-Claude and Tichit 2004; Hyde and
Boulding 2008; Wright and Winters 2010; Bermeo 2011).
9

I identify three causal mechanisms through which the end of the Cold War changed
donors’ responses to coups d’état. First, and most obviously, the dissolution of the Soviet
Union meant that Western donors no longer needed to use foreign aid as a geopolitical tool
to cajole their potential allies in the Third World against the Soviet Union. Crawford (2001)
best summarizes the Cold War dynamics of aid allocation:

[D]onor governments, West and East, were willing to reward compliant regimes
with economic support regardless of their authoritarianism or their treatment of
domestic populations, with realpolitik the only justification needed.
Dunning (2004) also argues that geopolitical interests sapped the incentives for donors to
impose strict political conditionality during the Cold War. This claim is particularly relevant
to the U.S., which supported and helped to orchestrate coups, either directly or indirectly,
against regimes that were potential threats to its strategic interests (Forsythe 1992; Meernik,
Krueger and Poe 1998).7
The April 1980 coup in Liberia exemplifies how Cold War politics shaped American aid
policy at that time. After General Samuel K. Doe toppled then President William R. Tolbert,
the U.S. increased its military and economic assistance to Liberia in exchange for “Doe’s
continued support for the USA”(Sesay 1995, 208). In fact, according to my own calculation
from the OECD DAC database, the total ODA disbursement from the US to Liberia jumped
from $26 million in 1979 to $137 million (USD2011) in 1981, which amounted to roughly a
$40 increase in American economic assistance per head. Under Doe’s regime, Liberia became
the largest recipient of American aid in sub-Saharan Africa (Sesay 1995).
If it is the case that aid was strategically used to expand political support base across
developing countries during the Cold War era, Western donors—particularly, the U.S.—may
have seen it in their interests to not penalize coups d’état. As Dunning (2004, 411) highlights,
imposing political conditionality was never in Western donors’ interests during the Cold War
7

The cases of the U.S. covert support for military coups against elected governments were observed in
Iran (1953), Guatemala (1954), Indonesia (1955), Brazil (1964), and Chile (1973) (Forsythe 1992).
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period because “withholding aid from autocratic countries could mean losing clients to” the
Soviet bloc. In contrast, the end of the Cold War has emboldened the West to impose more
stringent conditionality focused on political issues, such as the rule of law, human rights,
and democracy, as the geopolitical importance of the global South significantly diminished
(i.e., Uvin 1993; Burnell 1994; Stokke 1995; Ake 1996; Meernik, Krueger and Poe 1998;
Dunning 2004). Stokke (1995, 9), for instance, notes that “with the competition between
East and West for political influence and strategic positions in the Third World removed,
Western governments felt freer than before to pursue basic political concerns vis-à-vis the
governments of the South.” Along the same line, Uvin (1993, 63) argues that the end of the
Cold War obviated the need for Western donors to use development aid as political leverage
to “keep Third World dictators in power for purely geo-strategic objectives.” These changing
political circumstances enabled Western donors to penalize coup leaders without fearing the
Soviet’s influence.
Second, it was not until the early 1990s that the concept of political conditionality came
to the fore as one of the key issues in donors’ aid policy agendas. Donors’ collective efforts
to condition foreign aid on democracy has gained momentum since the World Bank first
embarked on promoting its “good governance” agenda (Stokke 1995). In the late 1980s,
after years of failed attempts to promote economic development through SAPs in Africa,
the World Bank began to emphasize the importance of ”good governance” as a key factor
for sustainable growth. A 322-page long report published by the World Bank (1989, xii)
in 1989 has a foreword by Barber B. Conable, then President of the World Bank, which
attributed “weak economic performance” in Africa to “the failure of public institutions” and
called for more transparent and efficient government institutions. Thereafter, the World
Bank established its own task force to investigate issues of governance (World Bank 1992).
The idea of “good governance” quickly spread to various other bilateral donors (Stokke
1995; Crawford 2001; Nanda 2006). Whereas the World Bank’s definition of good governance has been very much focused on the transparency, efficiency, and management of
11

public institutions, many OECD DAC donors have emphasized “democracy” as an essential component of good governance.8 In fact, in the early 1990s, Britain, Canada, France,
Germany, Japan, and the Netherlands all publicly declared that they would reward democracies over non-democracies with their development assistance (Stokke 1995; Crawford 2001;
Gisselquist 2012). Today, all major multilateral and bilateral donors either implicitly or
explicitly condition ODA on improvements “in the areas of civil liberties, the conduct of
elections, and respect for the rule of law” (Knack 2004, 252). If these collective efforts to
tie aid to democratic institutions are genuinely in place, the changing policy environments
should have pushed international donors to impose more stringent aid sanctions on coup
perpetrators since the early 1990s, which coincided with the beginning of the post-Cold War
period (Smith 2003; Marinov and Goemans 2013; Youngs 2010).
Third, a wave of democratization swept across sub-Saharan Africa and post-Communist
Eurasia in the early 1990s, which fundamentally changed donors’ expectations for the possibility of democratic reform in these regions (Bratton and van de Walle 1997; Bunce 2003;
Levitsky and Way 2010). These political shifts were particularly important in sub-Saharan
Africa, which has harbored almost half of the total coup attempts in the world. While
until the late 1980s, there were only three African countries that held regular multiparty
elections—namely, Botswana, Mauritius, and The Gambia—roughly one-half of 45 subSaharan African countries “were committed to multiparty elections or had actually held
elections” only 18 months after the fall of the Berlin wall (Robinson 1993, 88). These democratic changes were also reflected in the behaviors of coup leaders who previously used coups
d’état as a means to seize and maintain power by themselves. Although it was a common
practice during the Cold War period for coup leaders to stay in power after overthrowing
the governments, most coups that happened after the end of the Cold War were followed by
elections that quickly returned power to elected officials (Marinov and Goemans 2013). Not
only do all the bilateral donors today see coups as an illegitimate means of power transfer,
8

Gisselquist (2012) provides a systematic analysis of how various donors interpreted the definition of
“good governance” in different ways.
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coup leaders seem to also recognize the need to appease international pressures by holding elections (Crawford 2001; Smith 2003; Marinov and Goemans 2013). The subversion of
democratic rule, or failure to restore constitutional and democratic rule after coups, fundamentally violates this emerging, global norm and thus meets increasingly harsher reactions
from the international donor community. If it is the case that the end of the Cold War made
a decisive change in donors’ aid policy making, I argue that this hypothesized shift should
be reflected in donors’ increasingly harsher responses to coups d’état in the post-Cold War
period. More specifically, I posit the following two interrelated hypotheses:

Hypothesis 1 : During the Cold War, successful coups d’état, on average, should
not cause any significant reduction in foreign aid
Hypothesis 2 : After the end of the Cold War, successful coups d’état, on average, should cause a significant reduction in foreign aid

1.2.3

Is the U.S. an Anomaly?

Although the end of the Cold War may have fundamentally reshaped the way donors
respond to coups, it is far from clear whether all donors do in fact comply with the international norm of political conditionality. In particular, some studies suggest that the U.S.
differs from other bilateral donors in terms of factors that affect its aid allocation decisions
(i.e., Fleck and Kilby 2010; Harrigan and Wang 2011). For instance, Harrigan and Wang
(2011) find that the U.S.—a global hegemon—tends to put more emphasis on geopolitical
and/or commercial factors than on the policy environment or need of recipient countries
in formulating its aid policy. Dreher, Nunnenkamp and Thiele (2008) also argue that the
U.S. has strategically allocated its development aid as leverage to buy votes in the U.N.
General Assembly. Furthermore, the beginning of the War on Terror has also given primacy
to geopolitical and security concerns as key determinants of American aid policy (Fleck and
Kilby 2010).
When it comes to its policy responses to the incidence of coups, the U.S. was among the
13

very first countries to explicitly condition aid provision on the domestic political conditions
of a recipient country.9 However, it is important to note that the U.S. legislative mandates
to suspend aid to coup perpetrators are often not enforced because they can be overridden
by other new country-specific legislations, which make certain countries exempt from those
aid sanctions (Crawford 2001, 168). The October 1999 coup in Pakistan, for instance, is
one notable case where the recipient’s strategic importance to the U.S. security sapped the
incentive for the Clinton administration to impose any stringent sanctions (Barracca 2007).
It is also reported that though partially cut off, American development assistance to Thailand
after the September 2006 coup continued in areas that were strategically important to the
U.S. government, including “law enforcement, counterterrorism and nonproliferation efforts,
global health programs, and the Peace Corps” (Chanlett-Avery and Dolven 2014, 3). Because
geopolitical and commercial interests often trump its rhetorical commitment to democracy
promotion and political conditionality, there is little reason to believe that the U.S. has
consistently penalized coups by reducing its aid during the post-Cold War era. Based on
this logic, I hypothesize that:

Hypothesis 3 : Successful coups, on average, do not induce a significant reduction
in American aid during the Cold War and/or after the end of the Cold War.
In what follows, I subject the above-mentioned hypotheses to econometric testing.
To be sure, this present study is certainly not the first scholarly work to investigate
the changing nature of donors’ aid allocation over time. Recent studies indeed suggest
that donors have become increasingly selective and sensitive to issues such as electoral fraud
(Hyde and Boulding 2008), economic governance (Dollar and Levin 2006), or economic policy
outcomes (Jean-Claude and Tichit 2004). However, there is in fact little empirical support
for donors’ increasing sensitivity to democracy. Dollar and Levin (2006) and Jean-Claude
9

Section 508 of the 1961 Foreign Assistance Act, for instance, mandates the suspension of military
assistance to governments established by military coups. Further, in the mid-1970s, the Carter administration
increasingly incorporated human rights issues—particularly in the areas of political and civil rights—into its
foreign assistance policy (Forsythe 1988).
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and Tichit (2004), for instance, show that most donors have been consistently rewarding
democracy even before the end of the Cold War. In other studies, Easterly (2007) and
Clist (2011) find little evidence that donors have increasingly valued democracy as a key
criterion for their aid allocation over time. Thus, the issue of increasing selectivity with
respect to democracy is still unsettled in the literature. I contribute to this scholarly debate
on donors’ changing behaviors by empirically evaluating how donors’ responses to successful
coups d’état have changed over time, particularly before and after the end of the Cold
War. Furthermore, I also evaluate potential heterogeneity across major bilateral donors in
their responses to coups by disaggregating my empirical analysis by donor. In the following
section, I expose the hypothesized causal linkage between coups d’état and foreign aid to
econometric analysis.

1.3

Method and Data

To test my hypotheses, I use panel data that include up to 477 coup attempts for the
time period of 1960-2012.10 My dependent variable is the change in the total disbursements
of ODA per capita (∆ODA) from one year before the coup to one year after the coup.11 Data
on the amounts of ODA disbursements are derived from the OECD DAC database (OECD,
Development Assistance Committee 2014). I first examine the total amount of ODA flows
from all DAC donors, and then analyze each of the top five bilateral donors separately.12
In particular, I investigate the top five largest bilateral donors—namely, the U.S., Japan,
Germany, the U.K., and France. These five donors accounted for roughly 65% of the total
ODA disbursements provided by all DAC donors in 2012, as shown in Figure 1.3.
10

I exclude Suriname from my sample as ODA per capita for this country is extremely volatile due to its
small population size. However, including Suriname does not change my main findings.
11
I exclude debt forgiveness grants from the calculation of changes in ODA inflows per capita. As Roodman
(2012) argues, debt relief does not include any actual financial transfer from donors to recipients because
the amount of debt cancelled would have been uncollectable anyways.
12
I exclude non-DAC donors for two reasons. First, data on ODA disbursements are not available for most
of the non-DAC donors. Second, there is no theoretical reason to believe that they regard the institutional
attributes of a recipient country, such as the level of democracy, as important factors in their aid allocation
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Figure 1.3: ODA Disbursements as a Percentage of
Total DAC ODA by Donor in 2012

US 22%
Others 34%

Japan 13%

France 10%

Germany 10%
UK 10%

Sources: Author’s calculations using the OECD DAC
database.
The key independent variable of interest is a successful coup, as defined above. To operationalize it, I generate a dummy variable, labeled SUCCESSFUL COUP, that takes the value
of one if the coup is successful and zero otherwise, based on the Marshall and Marshall (2014)
dataset. To view this variable as a proper treatment variable, however, one must assume
that successful coups or coup attempts are conditionally independent of other determinants
of aid flows. However, this is an implausible assumption. As Powell (2012, 1020) argues,
the occurrence of coups can be correlated with a regime’s “legitimacy,” or “a dynamic that
can be treated as regime type, economic performance, and overt signs of discontent with the
regime.” The fact that coups can be endogenous to some unobservable determinants of aid
flows—state capacity, legitimacy, internal military ethos, or other political dynamics that
cannot be easily measured—poses an inferential challenge to causal inference.
To confront these issues, I utilize the exogenous variation in the success of a coup once it
is attempted.13 According to Powell (2012, 1019), “[c]oup conspirators will carefully evaluate
their chances of success and should only attempt a coup when the expected rewards of the
maneuver and its probability of victory are high enough to offset the dire consequences of a
failed putsch,” which may include “imprisonment,” “execution,” or “ethnic cleansing.” If it
decisions. On this theme, see Hilsum 2005; Tull 2006; Dreher 2011.
13
This methodological approach is akin to Jones and Olken (2009), which uses the exogenous variation in
the success of assassination attempts to estimate the causal impact of assassinations on political institutions
and war.

16

is the case that coup attempts are only made if the likelihood of success is sufficiently high, it
is reasonable then to assume that whether the coup succeeds or not depends on chance once
conditioned on the occurrence of coup attempts. Based on this logic, I estimate the following
baseline model:

∆ODAd,r,t = α + β Successful Coupr,t + ODAd,r,t−1 + γXd,r,t + d,r,t

(1.1)

where t denotes country-years in which coup attempts were made in recipient country r,
and ∆ODAd,r,t refers to changes in the total ODA disbursements, expressed in per capita
terms, from donor d to recipient r from one year before the coup (t − 1) to one year after
the coup (t + 1). Xd,r,t includes all possible confounders that are observable. If the key
assumption that SUCCESSFUL COUP is exogenous conditional on Xd,r,t holds true, which
means E[ | Successful Coup, X] = 0, we can estimate the average treatment effect of a
successful coup on the flow of aid, which can be written as follows:

β = E[∆ODA | Successful Coup = 1, X] − E[∆ODA | Successful Coup = 0, X].

(1.2)

The main focus of my study is to test the hypothesis that the end of the Cold War ushered
in a significant policy shift in how donors respond to coups d’état. To do so, I separate the
sample into two periods with the end of the Cold War as a threshold point. Following other
studies in the aid literature (i.e., Knack 2004; Easterly 2007; Bueno de Mesquita and Smith
2009), I set 1990 as the threshold year that sets apart the Cold War and post-Cold War
periods.14
Even though the success of coups can plausibly be exogenous to aid flows conditional
on coup attempts, it is natural to assume that the probability that the given country has
a successful coup in a particular year is proportional to the number of coup attempts made
14

Some scholars (i.e., Dunning 2004; Wright 2009) use 1987 as a benchmark year that draws a line between
the Cold War and post-Cold War periods. My main findings remain unchanged whether 1990 or 1987 is
used as a threshold year.
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in the same year. Since the number of coup attempts is likely to be correlated with various
other unobservable factors that can influence donors’ decisions to provide aid, I control for
the number of (failed) coup attempts in all of my regressions.15
Whether an estimated coefficient for a successful coup can be interpreted as a causal effect
depends on the assumption that conditional on coup attempts, their success is uncorrelated
with any other potential covariates that may also influence the flow of aid. I subject this
assumption to empirical testing by examining differences between successful coups and failed
ones in terms of the mean values of the following potential confounding variables: the natural
log of GDP per capita (GDP PER CAPITA) and population (POPULATION) from the
World Bank’s World Development Indicators, the level of democracy measured by Polity2
(lagged) (POLITY2) from the Polity IV dataset (Marshall and Jaggers 2003), the status of
war (WAR DUMMY coded 1 if a given country is in the state of war in a particular year; zero
otherwise) from the UCDP/PRIO Armed Conflict Dataset (Harborn and Wallensteen 2012),
the natural log of the number of soldiers in the military (MILITARY SIZE) and military
expenditure per soldier (MILITARY SPENDING) computed from the National Material
Capabilites dataset (version 4.0) (Singer, Bremer and Stuckey 1972; Singer 1987). Table 1.1
presents the descriptive statistics of these variables. The military variables are considered
potential confounders because there have been concerted efforts by the OECD DAC donors
to “tie aid to military expenditure reduction” (Murshed and Sen 1995, 498).
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Another potential confounder is recipient-fixed characteristics, which may also impact both the probability of coup success and ODA inflows. The Hausmann test, however, reveals that the inclusion of these
recipient fixed effects does not significantly change the estimated effects of SUCCESSFUL COUP on ∆ODA
(p-value=0.54). This finding also supports my argument that once coup attempts are made, whether they
succeed or not is conditionally independent of other determinants of foreign aid, including recipient fixed
effects.
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Table 1.1: Descriptive Statistics in Sample
Variable Names
SUCCESSFUL COUP
FIRST FAILED COUP ATTEMPT
SECOND FAILED COUP ATTEMPT
∆ODA
ODA PER CAPITAt−1
ODA PER CAPITA (ln)t−1
GDP PER CAPITA (ln)
POLITY2t−1
POPULATION (ln)
WAR DUMMYt−1
MILITARY SIZE (ln)
MILITARY SPENDING (ln)

N
358
358
358
358
358
341
299
355
358
358
333
316

Mean
0.419
0.584
0.050
-1.084
27.566
1.009
6.429
-2.459
15.667
0.103
3.067
7.951

Std. Dev.
0.494
0.494
0.219
18.027
26.113
0.497
0.886
5.607
1.311
0.305
1.558
1.038

Min
0.000
0.000
0.000
-119.019
0.075
-3.635
3.866
-10.000
12.357
0.000
0.000
5.071

Max
1.000
1.000
1.000
114.702
182.213
1.650
10.595
9.000
20.091
1.000
7.300
11.159

Sources: Author calculations using the Marshall and Marshall dataset (Marshall and
Marshall 2014), World Development Indicators (World Bank 2013b), the Polity IV
dataset (Marshall and Jaggers 2003), the UCDP/PRIO Armed Conflict Dataset (Harborn and Wallensteen 2012), and the National Material Capabilites dataset (version 4.0)
(Singer, Bremer and Stuckey 1972; Singer 1987).

Table 1.2 tabulates the means of these variables as well as p-values corresponding to t-tests
on the observed differences between successful and failed coups. None of these differences are
statistically significant at the conventional level except for the log of military expenditure
per personnel. I also estimate a probit model using the same set of variables to check if any
of these variables predict coup success. The results are reported in Table 1.3. Conditional
on the number of coup attempts, none of the predictors are significant.
Table 1.2: Similarity between Successful and Failed Coups
Variable Names

Success

Failure

Difference

p-value

# of Obs.
Success/Failure

GDP PER CAPITA (ln)
POLITY2t−1
POPULATION (ln)
WAR DUMMYt−1
ODA PER CAPITA (ln)t−1
MILITARY SIZE (ln)
MILITARY SPENDING (ln)

6.506
-2.201
15.680
0.088
0.981
3.150
7.810

6.547
-2.530
15.625
0.115
1.048
3.126
8.095
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-0.041
0.329
0.055
-0.027
-0.067
0.024
-0.285

0.708
0.570
0.685
0.379
0.234
0.890
0.015

144/183
169/217
171/225
171/218
147/201
167/209
162/193

Table 1.3: Similarity between Successful and Failed Coups in Multivariate Analyses
Variable Names
GDP PER CAPITA (ln)

(1)
-0.023
(0.045)

(2)
-0.014
(0.046)
0.002
(0.008)
0.000
(0.025)

(3)
-0.017
(0.047)
0.002
(0.008)
0.005
(0.024)
-0.146
(0.147)

(4)
-0.072
(0.053)
0.007
(0.008)
-0.018
(0.062)
-0.077
(0.170)
-0.044
(0.092)
0.007
(0.056)

(5)
-0.028
(0.065)
0.009
(0.009)
0.008
(0.069)
-0.047
(0.173)
-0.047
(0.098)
-0.027
(0.064)
-0.055
(0.065)

323

314

314

265

257

POLITY2t−1
POPULATION (ln)
WAR DUMMYt−1
ODA PER CAPITA (ln)t−1
MILITARY SIZE (ln)
MILITARY SPENDING (ln)

N

Notes: This table reports marginal effects based on probit regressions. All
these regressions include dummies for the number of failed attempted coups.
The standard errors reported in the parentheses are all clustered by country.
*** p<0.01, ** p<0.05, * p<0.1.

Powell’s analysis of the determinants of coup attempts and coup success suggests that the
size of the military and the amount of military expenditure are both negatively correlated
with the probability of a successful coup (Powell 2012). The estimated coefficients for these
variables in Table 1.3 are both negative, as predicted by Powell (2012), but turn out to be
insignificant. These results may be explained by the inclusion of dummies for the number
of failed coup attempts. It is plausible that these military variables affect the likelihood of
coup success only through affecting the probability of coup attempts. When some faction of
the military apparatus attempts a coup, it should have already taken into account how the
size of the military and the level of military expenditure can affect its success rate. If the
costs were too high given these considerations, they would not attempt a coup in the first
place. Thus, these military variables should only affect the probability of coup attempts, but
not the chance of coup success. In fact, if I remove dummies for the number of failed coups,
the estimated marginal effect of MILITARY SPENDING turns out to be significant at the
.05 level, while the marginal effect of MILITARY SIZE is still non-significant (see Table A.1
in the Appendix that replicates the same probit models estimated in Table 2 but without
20

controlling for the number of failed coup attempts). Thus, my findings are largely consistent
with Powell’s main findings. In short, my empirical evidence assures me that the success of
a coup is plausibly random conditional on the occurrence of coup attempts.

1.4
1.4.1

Results
The Evolving Nature of the International Donor Community’s Attitudes towards Coups

Table 1.4 presents the main results. Models 1, 3, and 5 only control for the number
of failed coup attempts and ODA per capita one year prior to the incidence of a coup
attempt, while Models 2, 4, and 6 include the following additional controls: the log of
GDP per capita, Polity2 (lagged), and a dummy for the status of war (lagged).16 The
table clearly reflects a significant policy change in terms of how the donor community has
collectively responded to coup-led regime change before and after the end of the Cold War.
The coefficients for SUCCESSFUL COUP for the entire period of 1960-2012 (Models 1 and
2) are negative but far from significant. For the Cold War period (Models 3 and 4), the
estimated effects are positive, albeit not significant, which confirms Hypothesis 1. However,
these coefficients flip their signs to negative and become statistically significant when the
sample is restricted to the post-Cold War era (Models 5 and 6). More substantively, the
incidence of coup-led regime change induces a reduction of roughly $10 in ODA per capita
after the incidence of a successful coup for the post-Cold War period. A Wald test rejects
the equality of the coefficients estimated for the two different periods (p-value=0.012 for the
estimated coefficients for Models 3 and 5; p-value=0.029 for Models 4 and 6). These results
are consistent with Hypothesis 2.

16

I do not include the military size and spending variables because the inclusion of these variables significantly reduce the number of observations. However, including these additional control variables do not
change my results as reported in Table A.3 in the Appendix.
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Table 1.4: The Causal Effect of a Successful Coup on Foreign Aid
Time Period
Models
SUCCESSFUL COUP

Entire Period
(1960-2012)
(1)
(2)
-1.529
-1.541
(4.015) (4.413)

Cold War
(1960-1989)
(3)
(4)
0.613
0.094
(4.568) (4.925)

Post-Cold War
(1990-2012)
(5)
(6)
-10.073*** -10.258***
(3.552)
(3.372)

N
Adjusted R2

358
0.104

297
0.108

244
0.069

192
0.057

114
0.296

105
0.313

Wald Test of Homogeneity
Additional Controls

No

Yes

No

Yes

0.012**
No

0.029**
Yes

Notes: Standard errors reported in parentheses are all clustered by country. All these models
control for the number of failed coups and ODA per capita one year prior to the incidence
of a coup attempt. Models 2, 4, and 6 include the following additional control variables: log
of GDP per capita, Polity2, and a dummy for the status of war. For brevity, the coefficients
of these control variables are not reported. I exclude those observations in which the total
amount of aid flows one year prior to the incidence of coup attempts is less than or equal to
zero. The last column of the table reports p-values from the Wald test on the equivalence
of the estimated coefficients for SUCCESSFUL COUP before and after the end of the Cold
War. I used the suest command in STATA to compute the Wald statistics based on standard
errors clustered by country. *** p<0.01, ** p<0.05, * p<0.1.

To check for robustness, I subject these results to different model specifications.17 First, I
use two alternative measures of ODA flows: ODA commitments (excluding debt forgiveness
grants) and Net Aid Transfer (NAT), derived from the AidData dataset (Tierney et al.
2011) and Roodman’s NAT dataset (Roodman 2012), respectively. The use of the first
variable seeks to account for concerns raised by some scholars (i.e., Nielsen et al. 2011)
that OECD data on ODA disbursements are imprecise and incomplete compared to data on
ODA commitments.18 To guard against the possibility that my results are strongly affected
by measurement errors in disbursement data, I check if using changes in the volume of
ODA commitment amounts as the dependent variable alters my main findings. The second
variable—NAT—differs from gross ODA disbursements in that NAT estimates and subtracts

17

See Table A.2 in the Appendix for the results from these regressions conducted for robustness checks.
For my analysis, disbursement data are preferred because I am particularly interested in tracing the
actual flow of development finance before and after the incidence of coups and explicitly test whether donors
manage to stop the flow of disbursements—over which they have less control than aid commitments—as a
means to penalize coups. It is important to note, however, that, as shown in Table A.2, the main findings
remain unchanged whether disbursement or commitment data are used.
18
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the amounts of repayments on both the principal and interest from the total amounts of ODA
disbursements.19 Computing ∆ODA from these different specifications of aid flows does not
affect the main results (Models 1-4 in Table A.2).
Third, to account for region-specific effects, I include dummy variables representing the
different regions of aid recipients (Models 5 and 6 in Table A.2). Fourth, I include two additional control variables, the log of the size of the military and the log of military expenditure
per capita—which Powell (2012) claims are significant determinants of successful coup—to
check if the results are not driven by the omission of these potential confounders (Models 7
and 8 in Table A.2). Fifth, to make sure that my main findings are not merely an artifact of
the way successful coups and coup attempts are coded in the Marshall and Marshall dataset,
I replicate the same analysis using Powell and Thyne’s dataset on coups to code successful
coups and coup attempts (Models 9 and 10 in Table A.2) (Powell and Thyne 2011). The
Marshall and Marshall dataset has been criticized for adopting somewhat inconsistent definitions of what counts as “coups” (Marinov and Goemans 2013). Lastly, I limit the scope
of my sample to sub-Saharan Africa only and examine if the main findings hold within a
subset of my sample (Models 11 and 12 in Table A.2). The main findings remain unchanged
across the different model specifications.
Some may question whether the end of the Cold War was indeed a critical historical
juncture that changed donors’ responses to coups d’état, As investigated in other studies,
there can be several benchmark years—including the end of the Cold War—that might have
significantly changed donors’ behaviors (i.e., Easterly 2007; Fleck and Kilby 2010). In his
econometric analysis of donors’ increasing selectivity, for instance, Easterly (2007, 647) posits
1973 as a critical year that saw “an increased emphasis on poverty” due to the World Bank
President McNamara’s Annual Meetings speech made in September of the same year, which
brought “attention to the concept of absolute poverty and the plight of the poorest people
19

Net ODA, commonly used in the aid literature, only takes repayments on the principle into account,
which, as Roodman (2012) suggests, may significantly skew the actual amounts of financial transfers that
occur between donors and recipients.

23

in the world.”
To empirically show that the end of the Cold War played a critical role in changing
donors’ responses to coups, I conduct ten-year rolling regressions using the same base model
specification of regressing ∆ ODA on successful coup, ODA per capita (lagged), and dummies
for the number of failed coup attempts. The window of 10 years is selected to ensure that
each regression has a sufficiently large sample size. Rolling regressions start from the first
ten-year period of 1961-1970 to the next ten-year period of 1962-1971, all the way up to the
last ten-year period of 2003-2012.
The rolling regressions can provide insight into when donors’ punitive measures against
coups d’état have become more stringent. Figure 1.4 shows that the point estimates of the
effect of SUCCESSFUL COUP on ∆ODA turn from positive to negative roughly around
a transition period from the Cold War to the post-Cold War era. As seen in the figure, a
sudden drop in the point estimates happens in the late 1980s. These findings are consistent
with Dunning’s (2004) argument, which posits the late 1980s as the beginning of the postCold War era—rather than the fall of the Berlin Wall or the dissolution of the Soviet Union.
According to Dunning, the heated bipolar competition for political influence largely subsided
by the year of 1987, which he uses as a benchmark year to draw a line between the Cold
War and post-Cold War periods.20 From the early 1990s onward, the estimated coefficients
are all negative, indicating that the donor community has consistently reduced its ODA
disbursements in response to successful coup events for the post-Cold War period. The
results from the rolling regressions indicate a significant shift in donors’ policy towards
coups around the end of the Cold War, which again supports Hypothesis 2.

20

I replicate the same regression models reported in Table 1.4 using 1987 as a threshold year instead of
1990. The results from these regressions are reported in Table A.3 in the Appendix. My main findings
remain unchanged.
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Figure 1.4: Estimates of the Effect of a Successful Coup on ∆ODA
(10-Year Rolling Regressions)
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Sources: Author’s calculations using the OECD DAC database
and Marshall and Marshall (2014) dataset.
Notes: The solid black line connects the estimates of the effect
of SUCCESSFUL COUP on ∆ODA from the rolling regressions
from 1970-2012. Each regression includes observations in the past
ten years from each time point. For instance, the point estimate
for the year of 1970 derives from a regression that includes observations from 1961-1970. The dashed, black lines are the 95%
confidence intervals for each of the point estimates. The dotted,
grey line represents the number of observations included in each
of the rolling regressions. For all of these rolling regressions, I
exclude those observations in which the total amount of aid flows
one year prior to the incidence of coup attempts is less than or
equal to zero.

1.4.2

Which Donors Penalize Coups d’état?

The main results above indicate that the donor community has collectively penalized
coups d’état for the post-Cold War period. I now look more closely at the specific type of
donors that did indeed reduce (or increase) their aid in the aftermath of coup-led regime
change. I replicate Models 3 and 5 reported in Table 1.4 for each of the major international
donors: the US, the EU, the UK, Germany, France, and Japan (listed in order of the size of
the total ODA disbursements in 2012 as reported in Figure 1.3). In Figure 1.5, I present the
point estimates of the effect of SUCCESSFUL COUP on ∆ODA from two separate sample
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periods: the Cold War period (1960-1989) and the post-Cold War period (1990-2012) (The
numerical results used to generate this figure are found in Table A.4 in the Appendix).
Figure 1.5: Estimates of the Effect of a Successful Coup on
∆ODA Before and After the End of the Cold War
US

Japan
(1960-1989)
(1990-2012)
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Notes: The black dots denote the point estimates of the impact of
a successful coup on changes in ODA disbursements per capita by
each donor for the Cold War period (1960-1989). The white dots
denote the point estimates for the post-Cold War period (19902012). The black horizontal lines refer the 95% confidence intervals for each of the point estimates.

One important pattern that emerges from the figure is that the estimated effects of
SUCCESSFUL COUP on ∆ODA are all negative for the post-Cold War period, though the
coefficients are not statistically significant only for the U.S., which confirms the validity of
Hypothesis 3. These findings are also consistent with the earlier results presented in Table 1.4
that the DAC donor community as a whole has collectively reduced aid as a means to punish
coups d’état. Figure 1.5 shows that Japan, the U.K., and France on average reduced ODA
disbursements in response to coups d’état since the end of the Cold War, as the estimated
coefficients for SUCCESSFUL COUP are all negative and significant for the post-Cold War
period (p-value<0.05). Germany also exhibits a similar pattern though the estimated effect
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of SUCCESSFUL COUP does not reach the conventional statistical level (p-value=0.08).
In contrast, the estimated effects of SUCCESSFUL COUP are much less precise for the
U.S. Although the effect of SUCCESSFUL COUP for the U.S. has an expected negative sign
when the sample is restricted to the post-Cold War era, it is far from statistically significant.
These findings are consistent with other studies (i.e., Dreher, Nunnenkamp and Thiele 2008;
Fleck and Kilby 2010). As Dreher, Nunnenkamp and Thiele (2008) argue, the U.S. aid policy
is dictated by the pursuit of its own geopolitical or commercial interests. The primacy of
geopolitics in shaping American foreign policy often trumps the U.S. commitment to comply
with the international norm of political conditionality, as seen in various cases including the
October 1999 coup in Pakistan and the July 2013 coup in Egypt. My empirical findings
reflect this pattern, showing that the U.S. has not been consistent in imposing aid sanctions
against coup perpetrators throughout the period under study, both during the Cold War
and post-Cold War periods.

1.5

Conclusion

This article has revisited the debate over the effectiveness of aid conditionality by testing
donors’ responses to coups détat. The occurrence of coups exposes the fragile nature of
democratic institutions in recipient countries to their donors. Thus, coups d’état are a direct
test of donors’ commitment to political conditionality. The results provide evidence of a clear
shift in international donors’ attitude towards coups d’état since the late 1980s and early
1990s. DAC donors as a whole have taken increasingly punitive measures against coup-led
regime change particularly after the end of the Cold War. For the post-Cold War period, the
effects of successful coups on ODA disbursements (in per capita terms) from DAC donors
are negative and statistically significant across various model specifications.
While the findings are important in their own right, one important implication of this
study is that political conditionality seems to be genuinely at work for the post-Cold War era
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when it comes to donors’ responses to coups. Simply testing the relationship between donors’
aid allocations and the level of democracy, as previously studied by Easterly (2007) or Clist
(2011), may mask the significant policy shift that has taken place in the donor community
after the end of the Cold War. Many democratic backslides, or sudden deteriorations in the
level of democracy, happen as a result of coups, as highlighted by Marinov and Goemans
(2013). If theory claims that donors are increasingly rewarding democratic rule with their aid,
researchers need to carefully investigate whether coordinated efforts by donors are actually in
place to penalize any political move to subvert it. The results show that when there is a clear
signal of democratic transgressions in recipient countries—particularly, coups d’état—donors
do indeed collectively penalize them by reducing aid.
Another important finding from this article is that donors do not seem to penalize coups
uniformly. The results imply that the scope and severity of aid sanctions may vary once
the focus shifts from the DAC donor community as a whole to individual bilateral DAC
donors. Japan, Germany, the UK, and France seem to have consistently imposed stringent
aid sanctions against coups for the post-Cold War period. In contrast, I find little evidence
that such forceful regime changes have induced any significant reductions in aid flows from
the largest bilateral donor—the U.S.
When donors fail to act on the same principle of penalizing coups or other types of
democratic backslides, such as the violation of human rights or violent repression of political
participation, aid recipients can “shop around for offers of assistance with a minimum of
strings attached.” (Boyce 2002, 23). The uncoordinated responses of donors may overshadow
the overall effectiveness of political conditionality, which requires cooperation across major
donors to send a credible signal to coup perpetrators that seizing power through extraconstitutional means like coups comes at significant economic and political cost. My findings
are particularly concerning because the U.S. has remained a hegemonic power in the donor
community and yet failed to take consistent and stringent measures against the incidence
of coups, as evidenced by my analysis. Thus, another policy implication of the findings is
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that for political conditionality to be more effective in preempting coups or expediting the
process of post-coup democratization, further efforts are needed to coordinate donors’ aid
sanctions against coups.
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Chapter 2
The Political Economy of Aid Allocation in Africa: Evidence from
Zambia

2.1

Introduction

Workers are finishing the white marble facade of the three-story official residence
of President Mobutu Sese Seko, which overlooks a city of 35,000 people that
has sprung up in the 24 years since he seized power... Soon a huge dam will
provide electricity to the whole complex. It was built over objections by the World
Bank that it threatens river navigation vital for the neighboring Central African
Republic.
–July 6, 1989, Chicago Tribune Correspondent Tom Masland
Every year, billions of dollars worth of international development assistance flow into
Africa with little progress in alleviating poverty. Existing studies are indeed far from conclusive about whether foreign aid has helped growth on the continent.1 If anything, there is
some evidence that foreign aid deteriorates governance, including bureaucratic quality, the
rule of law, and state institutions (Knack 2001; Brautigam and Knack 2004; Heller 1975;
Cashel-Cardo and Craig 1990; Khan and Hoshino 1992; Svensson 2000; Moyo 2009). As
some scholars claim, international aid assistance can prop up leaders (be they democratic
or authoritarian), providing them with additional sources of finance to distribute patronage,
buy off political support, and consolidate their power (Briggs 2012; Tripp 2013; Morrison
2009; Jablonski 2014). Although this line of argument is sound and has gained currency in
1

For instance, although Burnside and Dollar (2000, 847) famously find that “aid has a positive impact
on growth in developing countries with good fiscal, monetary, and trade policies but has little effect in the
presence of poor policies,” their findings are challenged by various other studies (Easterly 2003; Easterly,
Levine and Roodman 2004; Roodman 2007).
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the literature, very little is known about how aid actually becomes allocated once it is in
the hands of political leaders in Africa. How do African leaders utilize foreign aid to stay in
power? What factors affect this aid allocation process at the sub-national level? Do electoral
incentives influence the distribution of aid?
I argue that donor-funded projects are public goods that political leaders can allocate to
their constituencies to garner electoral support. A widespread belief about African politics
is that the government disperses its state resources to reward its core supporters through
existing clientelistic or ethnic networks (Kasara 2007; Weghorst and Lindberg 2013). Challenging this conventional wisdom, I posit that the logic of public goods allocation defies
this pattern when leaders have only limited knowledge about citizens’ voting preferences
and/or cannot specifically target distributive goods to individual voters, as exemplified by
the allocation of donor projects. Under these conditions, instead of materially rewarding its
core supporters, the government seeks to have more development projects in those districts
where electoral returns to development efforts are expected to be high—that is, districts with
many “weak opposers” or swing voters whose political support for opposition parties can be
swayed depending on the government’s development rewards. Along the same lines, I also
claim that autocrats have less incentives to give public goods (or donor projects) to districts
with a high concentration of government loyalists or areas where a majority of voters share
the ethnicity of the incumbent president. Since they seek to avoid wasting their resources
in districts where they already enjoy strong electoral support, political elites instead focus
development efforts in opposition strongholds.
To test my arguments and hypotheses, I collected and analyzed geospatial data on donor
projects financed by the World Bank, African Development Bank (AfDB), and Japan International Cooperation Agency (JICA) in Zambia for the period between 1991-2010.2 There
are several reasons why I selected Zambia for this study. First, the political landscape of
2

The AidData Center for Development Policy has provided me with its newly available data set on the
World Bank projects for the period of 2000-2010. I have expanded it to cover all the donor projects financed
by the World Bank, AfDB, and JICA for the period of 1991-2010 in Zambia following the same coding
scheme as adopted by the AidData Center.
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Zambia has changed drastically over the past two decades. While the Movement for Multiparty Democracy (MMD) dominated the first two elections, its grip on power slipped since
the 2001 election where the MMD lost a majority in parliament and its presidential candidates continued to face formidable opposition thereafter. These political dynamics make
Zambia an ideal case for exploring how elections under autocracy have influenced the way
the government allocates donor projects. Second, Zambia is highly dependent on foreign
aid. Indeed, “[d]uring 2000–05, aid accounted for an average 43 per cent of the total state
budget, having peaked at 53 per cent in 2001” (Wohgemuth and Saasa 2008, 3). Due to the
government’s limited capacity to cater to its citizens’ needs, political leaders see development assistance as an alternative source of finance to improve the chance of winning elections
(Fraser 2009).
By studying the pattern of allocation of donor-funded projects in Zambia, not only does
this paper provide insight into the politics of foreign aid at the sub-national level, but it also
contributes to the literature on distributive politics in sub-Saharan Africa. As Weghorst and
Lindberg (2013, 717) highlight, there is a “near consensus in African politics on clientelism
as the only electoral strategy” based on the untenable assumption that African voters are
largely not persuadable (as their voting choice is predetermined by “ethnic cleavages” or
“entrenched clientelistic ties”). However, as Africa’s multiparty elections have become increasingly competitive (Rakner and van de Walle 2009), this prevailing view fails to capture
the sophistication of voters and an important role that opposition parties (or opposition candidates) play in shaping the government’s distributive policy. Indeed, a number of empirical
studies show how African leaders sometimes choose not to reward their own core supporters
or voters from their own ethnic group (i.e., Kasara 2007; Green 2010; Banful 2011b; Kramon
and Posner 2013). Building on these recent studies on distributive politics in Africa, this
paper explicates how electoral incentives shape the distributive logic of aid allocation.
In the following section (Section 2), I provide a theoretical overview of the intersection
between politics and foreign aid and explain the logic of aid allocation. Section 3 describes
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data and econometric models used to evaluate the impact of electoral competition on the
allocation of aid in Zambia. Section 4 discusses the empirical results of my statistical analysis. Section 5 concludes with some key political and economic implications of the results
generated from my analysis.

2.2
2.2.1

Theoretical Background
The Political Economy of Foreign Aid

For the past five decades, sub-Saharan Africa alone received more than 1 trillion dollars
worth of foreign aid from rich countries and international financial institutions such as the
World Bank and AfDB.3 The amount of development finance flowing into the continent
has been steadily increasing every year. However, there is a growing sense of skepticism
among scholars and practitioners surrounding the effectiveness of aid in facilitating economic
development in Africa (Knack 2001; Brautigam and Knack 2004; Heller 1975; Cashel-Cardo
and Craig 1990; Khan and Hoshino 1992; Moyo 2009). Despite the fact that for the past two
decades, African economies have been growing at a pace never seen before, one in every two
Africans today still lives in poverty (World Bank 2013a). There is a voluminous literature
on the effect of foreign aid on economic growth, but empirical support for the relationship
between aid and growth is mixed, with some studies (Hansen and Tarp 2001; Dalgaard,
Hansen and Tarp 2004; Clemens et al. 2011; Arndt, Jones and Tarp 2009) finding a positive
relationship between them; and others (Boone 1996; Easterly 2003; Easterly, Levine and
Roodman 2004; Roodman 2007; Rajan and Subramanian 2008) showing no significant effect.
Still other scholars argue that the effect of foreign aid on growth depends on various other
factors—such as good economic policies (Burnside and Dollar 2000), the degree of export
price shocks (Collier and Dehn 2001), the experience of past conflicts (Collier and Hoeffler
3

According to the DAC OECD database, roughly 1.3 trillion dollars worth of aid has flowed into the
region from 1960-2012.
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2004), some exogenous environmental factors (Guillaumont and Chauvet 2001), the strategic
importance of an aid-recipient country for donor countries (Bearce and Tirone 2010), or the
degree of personalism that characterizes domestic politics in aid-recipient countries (Wright
2010).
Aside from the lack of clear evidence for the link between aid and economic development,
some scholars argue that the potential, positive economic dividends of foreign aid are outweighed by their negative effects on aid-recipient countries. Moyo (2009) famously claims
that foreign aid has fueled corruption, created market distortions, and perpetuated the vicious cycle of aid dependency in Africa. Indeed, studies attesting to the potential negative
effects of aid on governance and state institutions abound. Brautigam and Knack (2004),
for instance, argue that an excessive number of development projects commissioned by international donors siphon off qualified workers from the civil service sector, grant political
elites “exceptional resources for patronage and many fringe benefits,” and sap the incentive
for tax collection (Brautigam and Knack 2004, 263). Svensson (2000) also finds that foreign
aid leads to more corruption, particularly in countries where various social groups vie for
resources.
Along the same lines, Morrison (2007; 2009) and Kono and Montinola (2009) claim that
foreign aid helps incumbent political elites by providing them with additional sources of
finance to tighten their grip on power. This strand of argument rests on the assumption
that aid is fungible, meaning that foreign aid serves purposes that donors do not necessarily
intend to support (Feyzioglu et al. 1998; Morrison 2007; Mcgillivray and Morrissey 2000). As
Mcgillivray and Morrissey (2000, 423) highlight, “[aid] recipients tend to treat aid as general
budgetary support, irrespective of whether the donors try to allocate the aid for specific uses.”
The existing literature finds that aid fungibility has negative economic implications as aid
inflows can allow the recipient government to consume more without raising taxes, thereby
undermining fiscal discipline and inflating government consumption without inducing greater
investment (Boone 1996; McGillivray and Ouattara 2005). It is important to note, however,
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that aid fungibility itself does not necessarily imply corruption or patronage because the
extra sources of finance made available with external development assistance can be invested
in productive sectors whose benefits spread to wide segments of the population (Mcgillivray
and Morrissey 2000).
Perhaps more concerning are some reports suggesting that the distribution of donor
finance is subject to political manipulation and biased for that reason. For instance, a report
suggests that the Ethiopian government blocked some villages from access to “basic food,
seed and fertilizer [financed by international donors] for failing to support Prime Minister
Meles Zenawi” (BBC 2011, para. 3). Similarly, there are some episodes that President
Mugabe and his party (ZANU-PF) in Zimbabwe strategically favored their own supporters
with food aid and fertilizers (Human Rights Watch 2003). In Kenya, it is reported that the
Kikuyu under Daniel arap Moi (1978-2002) and the Kalenjin under Mwai Kibaki (2002-)
received a disproportionate amount of public funds, including development assistance from
foreign donors (Wrong 2009). All these reports and studies attest to the possibility that
political and ethnic dynamics feed into the calculus of governments’ decisions about the
allocation of development projects.
Despite some anecdotal evidence that the pattern of aid allocation is politically manipulated, there are surprisingly few scholarly efforts to systematically analyze how foreign aid is
allocated at the sub-national level. Most of the existing studies on the factors that shape the
pattern of allocation of foreign aid are cross-national in nature and provide little leverage on
the question of what factors (be they political, economic, or otherwise) explain sub-national
variations in the distribution of donor finance. Furthermore, a small, albeit rapidly growing,
literature on this theme applies the existing theories of ethnic-based distributive politics
to explain the pattern of allocation of aid finance within African countries. For instance,
studying the pattern of donor-funded projects in Kenya, Jablonski (2014) finds that the government strategically allocates aid finance to its core supporters, especially those who share
the same ethnicity as their presidents. Similarly, Moser (2008) shows that fewer projects are
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allocated to districts where ethnic groups opposing to the ruling party are dominant.
Although these studies provide useful insight into the mechanism through which political
elites use development finance as a source of patronage to garner support, I argue that ethnic
politics plays only a partial role in shaping the pattern of allocation of donor projects. In what
follows, I posit that instead of rewarding their own supporters or co-ethnic voters, the ruling
incumbents allocate donor projects to influence swing voters to buy their votes. Somewhat
surprisingly, the existing literature has little to say about the role of African swing voters
in shaping the government’s decisions over resource allocation. Indeed, swing voting is “an
empirical anomaly” in African politics largely due to the prevailing assumption that “voters
are rarely considered persuadable” (Weghorst and Lindberg 2013, 717). In Western liberal
democracies where elections are assumed to be free and fair and, more crucially, competitive,
targeting state resources, such as infrastructure projects, grants, or other types of income
transfers, to swing voters is considered a common electoral strategy (i.e., Bickers and Stein
1996; Denemark 2000). Today, sub-Saharan Africa is no different. In particular, my political
model of aid allocation argues that when they lack information about their citizens’ voting
preferences, political elites focus their development efforts in opposition strongholds. In
so doing, they seek to buy votes from potential swing voters who lean towards opposition
parties but may support the government depending on its development rewards.

2.2.2

The Logic of Aid Allocation

My theory of aid allocation starts with the assumption that the aid-recipient government
has significant discretionary power to decide the beneficiaries (or targeted populations) of
donor projects. As Jablonski (2014) highlights, this assumption holds true in most cases.
The World Bank, for instance, grants the line ministries of an aid-recipient government
the responsibility for deciding the specific details of projects, including project sites and
how much aid should be spent in each location.4 Furthermore, the bureaucratic system in
4

A World Bank staff in Tanzania who was working in the water sector, with whom I interviewed in
August 2013, explicitly stated that “The World Bank provides financing. And the client, as we call it, or
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Africa, due to its lack of resources to plan and implement development projects, is often
under the control of the executive body and the president (Saasa 2010). The same pattern
holds true for bilateral donors. For example, JICA—a development agency financed by the
Japanese government—initiates its development projects based on “requests for aid that are
submitted by the government of the recipient country through diplomatic channels” (Japan
Internatioanl Cooperation Agency 2001, 114). These requests usually specify the target
places of a project. JICA then conducts a basic study to finalize project sites from the
list of locations created by the aid-recipient government.5 These decision making structures
leave room for the aid-recipient government to determine and potentially manipulate the
distribution of aid in its own favor.
Given that the aid-recipient government has predominant authority over the distribution
of aid, what then dictates its logic of aid allocation? Donor projects are public goods that
political elites can potentially use as leverage to influence voters’ voting choice. Under the
assumption that these political leaders are vote-maximizing, it is of their strategic interest to
allocate donor projects in ways that maximize electoral returns to their development efforts.
The existing literature on distributive politics offers two strands of competing arguments
about how political actors allocate state resources for electoral purposes: the core voter
model and the swing voter model. The core voter model posits that the government targets
distributive goods to the incumbents’ strongholds, reflecting the idea of patron-and-client
relationships where patrons (or incumbent politicians in this context) seek to provide various
types of material rewards to their clients (or their constituencies) in exchange for the latter’s
loyalty (Jablonski 2014; Mason, Jayne and van de Walle 2013; Briggs 2012; Weinstein 2011;
Cox and McCubbins 1986). In contrast, the swing voter model posits that the government
targets its distributive goods to swing voters “who [are] not solidly committed to one canthe government then basically decides where they want to spend the money.”
5
For example, the Project for Groundwater Development in Luapula Province, which was initiated in
2007, the Government of Zambia requested the construction of boreholes for 355 villages in 7 districts. Of
these villages, JICA assessed 289 villages to be feasible for project implementation, which then became actual
project sites.
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didate or the other as to make all efforts of persuasion futile” (Mayer 2007, 309; Lindbeck
and Weibull 1987; Magaloni 2006; Moser 2008; Albertus 2012).
While each model has its merits and limitations, it is undeniable that clientelism and
ethnicity still dominate so much of academic discourse surrounding African distributive politics (Posner 2005; Kasara 2007; Weghorst and Lindberg 2013). As Weghorst and Lindberg
(2013) argue, African voters are often assumed to be non-persuadable based on the conventional wisdom that their voting preference is fixed along ethnic lines or based on clientelistic
ties. There are in fact a number of studies on this theme that explicitly test the linkage between ethnicity and the allocation of distributive goods in the African context (i.e., Posner
and Simon 2002; Kasara 2007; Franck and Rainer 2012; Kramon and Posner 2013; Jablonski
2014). However, as elections in sub-Saharan Africa have become increasingly competitive
over time (Rakner and van de Walle 2009), the political landscape in the region today is
much more fluid than decades ago when one party dominated and no viable opposition parties existed. For instance, in roughly one-thirds of countries in sub-Saharan Africa, no party
held a majority of seats in parliament in 2012, attesting to an increasingly contested nature
of African politics. Instead of simply playing ethnic cards or relying on clientelistic networks,
some opposition parties have successfully adopted populist rhetoric to appeal to urban voters
and mobilized their support to challenge the ruling party, as seen in the cases of Zambia,
Botswana, Kenya, and South Africa, just to name a few (Resnick 2012).
Departing from a static view of African politics where voters are assumed to be nonpersuadable, I argue that swing voting now plays an increasingly important role in shaping the government’s distributive policy in sub-Saharan Africa. Unlike the strategy of
clientelism—which rests on the personalized networks of interdependence where patrons
give private goods to their voters, such as cash, fertilizers, or food, in exchange for the
latter’s political loyalty (Weghorst and Lindberg 2013, 721)—development projects financed
by donors are in most cases not private goods that go directly into voters’ pockets. Instead,
they provide collective/public goods that affect the welfare of a certain community, district,
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or region, through better access to water, electricity, roads, railroads, ports, the internet,
and so forth. Recent studies have revealed that African swing voters place more weight on
collective goods than private rewards as key determinants of their political support. Young
(2009), for instance, shows that Zambian voters tend to see the delivery of local public goods,
not personal gifts, as one of the core responsibilities of members of parliaments. Sharing this
view, Weghorst and Lindberg (2013, 731-2) argue that “even in highly clientelistic environments, incumbents who wish to get reelected should seek to meet voter demands, including
delivering collective goods.”
From the rationalist perspectives of distributive politics, there is little theoretical ground
to assume that leaders are motivated to provide public/collective goods to their core supporters. First of all, as mentioned above, collective goods, such as those provided by donor
projects, cannot be used as patronage to personally reward politically connected individuals. Furthermore, given that state resources are limited, it is not clear why the aid-recipient
government desires to waste its resources on core supporters who may vote for their own
party regardless of any material or development rewards (Stokes 2005; Casas 2012). Under
multiparty electoral systems, if the incumbents seek to expand their political clout, I argue
that they distribute their resources in a way that maximizes their votes to further consolidate their power. In this context, one way to do exactly that is to target donor-funded
development projects to districts with many “weakly opposed” voters who may switch their
allegiance from the main opposition party (or parties) to the ruling incumbents conditional
on the government’s development investment in their communities.6 As defined by Stokes
(2005, 320), weak opposers are swing voters who “prefer to vote against [the ruling party]
in the absence of a reward, but prefer to vote for [the incumbents] if doing so brings them a
reward.”
However, one of the key issues that autocratic leaders face in targeting resources to such
weakly opposed voters is that they do not necessarily know where those potential swing voters
6

See Casas (2012) for the formal treatment of this argument.
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are located (Albertus 2012). This is particularly true in Africa where most political parties
are still young, and “[political elites] are poorly informed about their potential electoral
constituencies” (Bleck and van de Walle 2013, 1396). According to Casas (2012, 12), when
politicians lack information about the voting preferences of their citizens, as in many African
countries where democratic systems are still weak and party affiliations are highly fluid, the
optimal strategy for the incumbents is to target distributive goods to “districts with fewer
loyalists (i.e. opposition strongholds).” If it is true that the incumbents seek to reward
as many weakly opposed voters as possible without deep knowledge about where they are
actually located, they strategically allocate more development projects to districts with
greater electoral support for the leading opposition party, which poses the most immediate
threat to the ruling party’s grip on power. In so doing, the incumbents seek to minimize the
risk of losing elections, curtailing the political influence of the main opposition group and
also expanding their own support base.
It is important to note that this line of argument somewhat differs from a typical application of the swing voter model, which is often equated to the electoral strategy of distributing
targetable goods to swing districts in parliamentary elections or U.S. presidential elections.
Providing goods to swing districts where the ruling party marginally secure seats is an attractive strategy for the incumbents who seek to maximize the number of seats in parliament.
However, parliamentary power is still weak in Africa because an excessive amount of political
power is often vested in the presidency. What is at stake in African elections is the total
number of popular votes for presidential candidates. In this context, my theory predicts
that the vote-maximizing incumbents focus their development efforts in areas where they
have many weak opposers whose votes for opposition presidential candidates can be bought
with material rewards. There are a number of empirical studies supporting the argument
that African leaders allocate more goods to opposition strongholds or districts where opposition parties enjoy greater popularity (i.e., Fjeldstad et al. 2010; Banful 2011b; Green 2010).
Banful (2011b, 1175), for instance, finds that in Ghana, “[h]igher numbers of vouchers were
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targeted to districts that the ruling party had lost in the previous presidential elections, and
more so in the districts that had been lost by a higher margin.” Thus, I hypothesize that:

Hypothesis 1: the incumbents allocate more donor-funded development projects
to districts where the leading opposition party enjoys greater popularity.
Along the same lines, if the incumbents seek to avoid investing their resources in their own
strongholds (because core voters may vote for the ruling party regardless of the incumbents’
performance), districts where the ruling incumbents enjoy greater popularity should receive
less donor finance than districts where opposition parties hold sway. I also extend this
argument to the issues of coethnic voting. As Controy-Krutz (2013) claims, since rural
voters often have limited information about their candidates or political parties in terms of
their policy positions and qualifications, they often use ethnicity as “informational shortcuts”
to assess the credibility of political contestants. In turn, since African leaders can rely on
their ethnic origins to garner support from coethnic voters who may vote for the candidates
from their own ethnic group regardless of their performance to bring back development
investment, these candidates have little incentives to materially reward them (Kasara 2007).
These arguments yield the following hypotheses:

Hypothesis 2: the incumbents allocate fewer donor-funded development projects
to districts where they enjoy greater political support.
Hypothesis 3: the incumbents allocate fewer donor-funded development projects
to districts with more coethnic voters.

2.2.3

The Politics of Aid in Zambia

Zambia is an ideal country to explore the political determinants of aid allocation for
several reasons. As mentioned earlier, Zambia’s democratic transition started in the early
1990s, and yet the country still vacillates between electoral democracy and autocracy. These
situations are reflected in the fact that the Freedom House still rates Zambia as “Partly Free”
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after two decades since its transition to the multiparty system. Since a peaceful electoral
turnover in the 1991 election—which put an end to the one-party rule of the United National
Independence Party (UNIP), Zambia has held four parliamentary elections (in 1996, 2001,
2006, and 2011) and five presidential elections (in 1996, 2001, 2006, 2008, and 2011). These
elections have become increasingly competitive over time, as shown in Table 2.1. While the
MMD won well over two-thirds of votes in the first two elections held in 1991 and 1996, the
party gained less than 30% of popular votes in the 2001 general elections and has failed to
secure a majority of seats since then.
Table 2.1: Vote Shares by Party for the Past Zambian elections, 1991-2011

Presidential Vote Shares by Party (%)
Election Year MMD UNIP ZDC UPND
PF
1991
75.8
24.2
–
–
–
1996
72.6
–
12.7
–
–
2001
29.2
10.1
–
27.2
3.4
2006
43.0
–
–
25.3
29.4
2008∗
40.6
–
–
20.0
38.6
2011
36.2
0.4
–
18.5
42.9
Parliamentary Seat Shares by Party (%)
MMD UNIP ZDC UPND
PF
1991
83.3
16.6
–
–
–
1996
87.3
–
1.3
–
–
2001
46.0
8.6
–
32.6
0.6
2006
48.6
–
–
17.3
28.6
2011
36.6
–
–
18.6
40.0
∗
This presidential election was called following the death
of President Levy Mwanawasa.
Sources: The Electoral Commission of Zambia, Rakner
(2012).
Zambia’s political landscape has shifted away from a one-party dominant to a more
competitive electoral system over time. As Burnell (2002, 1106) claims, Zambia under the
Chiluba regime (1991-2001) was “almost a de facto one-party state” where too much power
was concentrated in the MMD and the president in particular. Zambian politics took a
drastic turn when President Chiluba pursued an unconstitutional third term in office leading
up to the 2001 general elections. This political move spurred board-based mass protests
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and plunged Chiluba’s popularity into abyss. As a result, even the MMD parliamentarians
distanced themselves from Chiluba by striking down his pursuit of a third term. Chiluba
eventually handpicked Levy Mwanawasa as his successor; however, Mwanawasa captured
only “19.45% of the registered electorate” (or roughly 30% of the casted votes) in the 2001
presidential election (Ibid., 1107). Meanwhile, the MMD’s main opposition, the United Party
for National Development (UPND), and its presidential candidate, Anderson Mazoka, seized
a little less than 30% of the total votes, making the 2001 elections a very close match.
From the 2006 general elections onward, the Patriotic Front (PF), under the leadership
of Michael Sata, became the main competitor to the MMD. Sata and his party successfully
adopted a populist strategy for appealing to low-income constituencies in urban areas who
were disgruntled with a number of anti-urban measures and neoliberal economic reforms
adopted by the MMD and Mwanawasa (Resnick 2012). Sata’s popularity expanded rapidly
in the Copperbelt or Lusaka provinces, where major cities were concentrated, while he also
garnered extensive support from “predominantly Bemba-speaking rural regions, including
Luapula and Northern Provinces” (Ibid., 1363). Indeed, as shown in Table 2.1, Sata obtained
a larger share of popular votes in each round of elections, capturing 29.4% in 2006, 38.6%
in 2008, and 42.9% in 2011, while the PF also drastically increased its parliamentary seats,
further curbing the MMD control.
Throughout these dynamic political changes, international donors have maintained strong
presence in Zambia. Although the country’s reliance on external financial support has diminished significantly in recent years, foreign aid has accounted for a significant proportion
of the national budget (Wohgemuth and Saasa 2008). It is also well-documented that the
decision-making process surrounding the allocation of aid in Zambia is highly politicized.
Line ministries plan and determine the specific details of development projects, which are
later examined, approved, and financed by the donors (United Nations 2002). However,
“most Zambian ministries lack the financial and human resources to adequately research,
analy[z]e, plan and implement policies,” and they are ultimately subject to policy decisions
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made by the executive body (Saasa 2010, 9). The informal neopatrimonial system of the
Zambian bureaucracy blurs the distinction between the public and private interests and allows domestic politics to directly influence policy decisions surrounding the allocation of
donor-funded development projects.
There is indeed some anecdotal evidence that politics has shaped the way state resources,
including donor finance, have been distributed in Zambia. For instance, during his one-party
rule, Kenneth Kaunda had strategically allocated development projects to areas where the
ruling party was unpopular (Bates 1976, 245). Furthermore, Whitfield (2009, 355) notes
that the MMD used “famine relief programmes” and “rural development programs, both
heavily dependent on donor support,” as a political instrument to counter populist opposition
forces. These episodes attest to the possibility that the allocation of aid in Zambia can be
politically manipulated. However, it is not at all clear from these anecdotal stories to what
extent political incentives skew the distribution of aid. In what follows, I carefully test how
electoral politics has influenced the government’s strategy of aid allocation.

2.3

Data and Models

To examine the impact of electoral competition on aid allocation, I use district-level data
on development projects and electoral outcomes in Zambia for the 15-year period of 19962010. Strandow et al. (2011) have recently compiled a data set on the geographical locations
of World Bank projects approved between 2000 and 2010 and AfDB projects that were active
as of 2010. Following their coding scheme, I have expanded this newly available dataset by
geocoding all donor projects financed by the World Bank, AfDB, and JICA in Zambia for
the period of 1991-2010. These donors are selected based on data availability, which makes
it possible to geocode their projects. Each of these three donors has been one of the largest
aid contributors in Zambia, altogether accounting for 24% of the total aid budget committed
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to the country for the period between 1996 and 2010.7
Based on project appraisal documents, completion reports, or other types of project
documents, which are available online, I have identified geographical coordinates of each
project.8 It is important to note that these geographical locations correspond to areas
to which projects are targeted, meaning that project documents identify them as potential
beneficiaries of the projects.9 Only those projects whose targeted locations can be identifiable
at the district level are included in my sample.10 I use the date of project approvals as a
point of reference to code when donor projects are targeted to certain areas.
Following Ohler and Nunnenkamp (2013) and Moser (2008), I estimate Poisson regression
models where the dependent variable of interest is Pi,t which denotes the total number of
donor-funded projects that district i receives in each five-year electoral cycle t (1996-2000,
2001-2005, and 2006-2010).11 Poisson regressions are commonly used to analyze count data
where the dependent variable takes only the values of positive integers.12 Since preparations
for donor projects usually take a few years before they become approved, I use the 5-year
7

This number is computed based on the AidData data set on aid commitment amounts, which is available
at http://aiddata.org/aiddata-research-releases (Strandow et al. 2011).
8
See Strandow et al. (2011) for details on how donor projects are geo-referenced. A project can cover
multiple areas or districts. I code all those districts that the project crosses or covers as its potential
beneficiaries. For instance, when an infrastructure project builds a road that goes through two or three
different districts, each of these districts is coded in my sample to capture the geographical scope of the
project.
9
It is possible that some of these targeted areas may actually end up not benefiting from the projects at
all either because the project plans have changed or funding has run out before completion. My data do not
reflect these possibilities. However, the interpretations of my empirical findings remain the same because my
research question has to do with how electoral incentives may skew the government’s decisions over where
to target donor finance.
10
For all my analyses, I also exclude all those projects whose geographical coverage is nationwide because
including them in my sample does not add any useful variation that either changes or improves my statistical
inference.
11
Jablonski (2014) uses the total committed amounts of aid at the constituency-level as the key dependent
variable of his analysis. In most cases, however, it is not feasible to compute from donors’ documents or
reports how much aid money actually goes to each administrative unit when the given project covers multiple
such units. Jablonski assumes that the total amount of aid committed to a project is distributed according
to the population or land size of administrative units that it covers or equally across those units. However,
such assumptions are practically unrealistic and likely to introduce significant measurement errors. That
said, I estimate my empirical results using Jablonski’s operationalization of allocation of aid finance in B.3.
Most of my main findings remain unchanged.
12
Poisson regressions rely on the assumption that the conditional variance does not exceed the conditional
mean (the assumption of over-dispersion). The likelihood ratio test fails to reject the null hypothesis that
the errors do not exhibit over-dispersion, which assures me that Poisson regressions are appropriate models.
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average panel data to allow for electoral outcomes to have any meaningful impact on the
allocation of development finance. Given that there were 72 districts in Zambia during the
time period under study,13 my panel data include 216 observations (3 × 72 = 216).14
To test Hypothesis 1, I use the district-level share of votes for presidential candidates from
the leading opposition party in the last election as a measure of opposition support (which I
label as OPPOSITION SUPPORT).15 I focus on presidential electoral outcomes instead of
parliamentary results because, as mentioned earlier, the former tend to carry much heavier
weight than the latter in the African context (Weinstein 2011; Rakner and van de Walle
2009). This is based on the fact that the presidency holds a disproportionate amount of
political power, as in the case of Zambia (Saasa 2010).16 It is also important to note that I
focus on the vote shares of the leading opposition candidates because these candidates are the
immediate threats from the perspectives of the incumbents. My theory predicts that given
limited donor finance, MMD leaders used information from the last election to target their
development efforts in areas that are expected to buy votes away from the main opposition
candidates. More specifically, I hypothesize the effect of OPPOSITION SUPPORT on the
number of projects to be positive, indicating that districts with a greater share of votes for
the leading opposition candidate receive more donor projects.
Turning to Hypothesis 2, I use the share of votes for the MMD presidential candidates in
the past election to measure the level of support for the incumbents (MMD SUPPORT). I expect the effect of MMD SUPPORT to be negative as I hypothesize that MMD leaders avoided
investing donor resources in districts where they already enjoyed significant support. OPPOSITION SUPPORT and MMD SUPPORT are highly correlated but not perfectly collinear
13

In 2013, 17 new districts were created. During the whole period under study (1996-2010), the total
number of districts and the administrative boundaries remained unchanged.
14
I use district-level, not constituency-level, panel data in my analysis because most of the data used for
this study are available only at the district level. For instance, the precision level of geospatial information
on donor projects is often only available at the district level.
15
Thus, OPPOSITION SUPPORT refers to the vote shares of Dean Mungomba (ZDC) in the 1996
election, of Anderson Mazoka (UPND/UDA) in the 2001 election, and of Michael Sata (PF) in the 2006 and
2008 presidential elections.
16
I also replicate my models using parliamentary electoral outcomes. See the Appendix for more details.

46

because there are always more than just two presidential candidates contesting popular votes.
Finally, to test Hypothesis 3, I follow Jablonski (2014) in generating a binary variable (COETHNIC) that is coded 1 if the estimated proportion of coethnic voters in district i exceeds
50%, and zero otherwise.17 According to Hypothesis 3, the effect of COETHNIC is expected
to be negative. The incumbents have little incentives to distribute development resources
to those districts where a majority of voters are part of the same ethnic group as the incumbent president because coethnic voters are likely to be non-persuadable, meaning that
they would vote for candidates from their own ethnic group regardless of any development
rewards brought by the government.
A battery of control variables are included in my models. First, various demographic
and economic factors may influence the destinations of donor projects. To account for this
possibility, I control for the log of population density (POPULATION (Log)), literacy rate
(LITERACY), and poverty rate (POVERTY).18 These variables are also included to capture the impact of needs-based factors on the pattern of aid allocation. If donor projects are
intended to alleviate poverty, more impoverished districts—characterized by a higher rate
of poverty and a lower rate of literacy—should receive more aid. Further, since geographical accessibility may strongly influence the capability of the government (and international
donors) to deliver projects, I include distance from the country’s capital (Lusaka) as an additional control (DISTANCE). I expect that the effect of DISTANCE to be negative given
that it is usually more costly to deliver projects in peripheries. Additionally, the past ex17

To generate this variable, I use data from the 1990, 2000, and 2010 censuses and compute the average
proportion of respondents in each district who identify themselves as part of the same ethnic group as the
incumbent president. Following Kramon and Posner (2013), I generate COETHNIC based on language
groups. More specifically, Ferederick Chiluba is coded as a Bemba while Levy Mwanawasa is identified as
a Lenje/Tonga. Mwanawasa died in June 2008 before completing his term in office, and Rupiah Banda,
then Vice President, became acting President after his passing. Since Banda stayed in office only for three
years, it is unlikely that his term in office drastically changed the government’s distributive policy of aid
allocation. For simplicity, I use Mwanawasa’s ethnic background (Lenje/Tonga) to code COETHNIC for the
post-Chiluba period (2001-2010).
18
Data on population density and literacy derive from the 1990, 2000, and 2010 censuses conducted in
Zambia. I estimate the district-level proportion of literate citizens by computing the average proportion of
“literate” respondents in each district in those surveys. For these two variables—population and literacy—I
assume constant-yearly changes in the interval years from one census to the next and compute the 5-year
averages for each electoral cycle.
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perience of receiving aid is also likely to affect the number of future projects committed to
a given district. Thus, I control for the sum of the number of past projects (lagged one
period) allocated to each district.19 Also included are province and electoral cycle dummies
as controls for province-specific and temporal effects. Details on the specification of each
variable and descriptive statistics are available in Tables B.1 and B.2 in the Appendix.
Figure 2.1 shows the total number of donor projects approved between 1996 and 2010 that
each district received, while Figure 2.2 plots spatial variation in the average share of votes for
the leading opposition presidential candidates over the four elections held during the same
period, sorted by district. While it is difficult to infer anything conclusive from these figures,
three patterns are worth highlighting. First, donor projects seem to be concentrated in urban
districts where major cities are located—such as Kitwe, Ndola, Lusaka, and Livingston.
Lusaka alone received the total of 14 projects, which is well above the national mean of 1.48
and makes the capital by far the largest recipient of donor projects across all 72 districts in
Zambia. This pattern is consistent with Le and Winters (2001) who argue that aid tends
to be biased towards urban areas where its expected impact is more direct, visible, and
pronounced for facilitating growth. Greater demands for investment in infrastructure and
other services, such as water and electricity, may also explain why a disproportionate number
of projects are located in more densely populated urban areas.
Second, Figure 2.1 also shows that development projects are concentrated in the Copperbelt province where major mines are located. These visible characteristic patterns of
aid allocation accord with the fact that there are a number of donor projects specifically
designed to build infrastructure for the mining industry, including the World Bank-financed
Mine Township Service Project. Third, as Figure 2.2 shows, opposition parties have performed relatively well in the Southern Province. Ethnic politics is certainly one explanation
for this pattern as many voters in the Tonga-dominant Southern Province turned their back
19

As described above, I have collected data on donor projects from 1991-2010 to track the flow of aid since
Zambia’s official transition to a multiparty system. Since the lagged sum of the number of past projects is
included in my regression models, the first 5-year period (1991-1995) is dropped from my sample.
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Figure 2.1: Number of Donor-Funded Projects Figure 2.2: Ave. Vote Shares of Leading Oppoby District (1996-2010)
sition Candidates by District (1996-2010)

on the MMD and instead overwhelmingly supported the UPND, which is often labeled as
a “Tonga-party” (Erdmann 2007, 14). It is also worth noting that the MMD presidential
candidates on average held strong support in the Luapula and Northern provinces partly
due to the popularity of former president Chiluba, a Bemba, among Bemba-speaking constituencies in the Luapula and Northern provinces. These regional-ethnic political dynamics
are reflected in Figure 2.2.

2.4
2.4.1

Results
Determinants of the Number of Donor Projects

Figure 2.3 summarizes the main results.20 I find strong evidence for the three hypotheses
as laid out above. Model 1 tests the validity of Hypothesis 1 by evaluating whether OPPOSITION SUPPORT is positively correlated with the number of projects. As Hypothesis 1
predicts, the estimated effect of OPPOSITION SUPPORT on the number of donor-funded
projects is positive and statistically significant, showing that support for the main opposition candidates increases the expected number of projects that a given district receives.
Figure 2.4 shows the substantive effects of OPPOSITION SUPPORT on the number of donor
20

Numerical results used to generate Figure 2.3 are reported in Table B.3 in the Appendix.
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projects. The upward slope indicates that the predicted number of donor projects increases
as support for the leading opposition candidate rises. These results support my hypothesis
that the incumbents have an incentive to allocate more donor projects to districts with a
greater share of opposition votes.
Figure 2.3: Poisson Regression Estimates: Determinants of the Number of Projects
Model 1
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Turning to the effect of MMD SUPPORT on aid allocation, I find that districts with a
greater share of MMD support are expected to receive fewer projects. As shown in Model 2
in Figure 2.3, MMD SUPPORT has a statistically significant negative effect on the number of
project allocated to a given district. The dashed black line in Figure 2.4 shows the predicted
number of donor projects at different values of MMD SUPPORT. It demonstrates that as
the share of votes for the MMD candidates increases, the expected number of donor projects
decreases. These results run directly counter to a key prediction of the core voter model
that the incumbents provide more distributive goods—in this context, donor projects—to
their strongholds or districts with a greater concentration of core supporters of the ruling
incumbent. Lastly, to test the relationship between ethnicity and aid allocation, I estimate
the effect of COETHNIC on the number of donor projects in Models 1-3. As predicted by
Hypothesis 3, the effects of COETHNIC are negative across all the models tested in Figure
2.3 and significant at the .10 level in Model 1 and at the .05 level in Models 2-3. More
substantively, a shift from 0 to 1 in COETHNIC is expected to induce a 0.35 decrease in
the expected number of donor projects allocated to a given district (from 1.29 to 0.94) with
everything else held at means. Overall, my empirical analysis finds that districts where a
majority of voters share the ethnicity of the incumbent president receive fewer projects.
A few other important findings are in order.21 POPULATION (Log) is the only demographic factor that positively impacts the number of projects. There is a clear indication that
donor projects are concentrated in districts with a higher population density. In contrast, the
effects of LITERACY and POVERTY are not significant across all the model specifications
tested in Figure 2.3.22 These results are concerning because they show little to no evidence
that aid is targeted to poverty-stricken districts. One explanation for these results is that
development efforts are focused on urban areas where literacy (or poverty) tends to be higher
21

See the full set of results reported in Table B.3 in the Appendix.
Needless to say, LITERACY and POVERTY are both highly correlated (ρ̂=-0.59). This may explain
why each of these variables turns out to be non-significant in my models. However, including each of them
separately still finds no significant effect, thus showing that the needs-based factors play limited role in
shaping the distribution of aid.
22
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(or lower) than rural areas (Le and Winters 2001). The urban bias of resource allocation is
well-documented in the literature on African politics (i.e., Bates 1981; Majumdar, Mani and
Mukand 2004). The distribution of aid seems to follow the same pattern.
I subject my main findings to a number of different robustness tests.23 I first re-estimate
Models 1-3 reported in Figure 2.3 by including district-fixed dummies to account for the
possibility that the time-invariant characteristics of districts confound the relationships between the vote variable and ethnicity, on the one hand, and the pattern of allocation of donor
projects, on the other. The main findings remain unchanged with the inclusion of district
dummies. Second, I exclude the Copperbelt and Lusaka provinces and check if my results
hold in the subset of my sample. In Zambia, just like elsewhere in sub-Saharan Africa, opposition strongholds tend to be concentrated in urban areas. Indeed, the electoral success of
Sata and his party in the 2006 and 2011 general elections was very much a derivative of their
populist strategy that resonated with “the growing frustrations of the urban poor,” particularly in the Copperbelt and Lusaka provinces (Resnick 2010, 9). At the same time, these
two provinces, as highlighted above, justifiably have a higher concentration of aid from the
government and the donors, most likely due to their larger population sizes and the presence
of key mining sites in the Copperbelt province. For these reasons, it is worth checking if my
empirical findings are an artifact of political dynamics specific to these two provinces. The
exclusion of the Lusaka and Copperbelt provinces does not change the main results.
Lastly, I test whether my results are robust to the disaggregation of donor projects by
donor type. It is plausible that multilateral and bilateral donors may differ in the way
they allocate their donor projects. Multilateral donors’ decisions to finance development
projects are free from domestic pressures or geopolitical concerns unlike bilateral donors
whose policy decisions are subject to congressional or parliamentary scrutiny (Dollar and
Levin 2006; Weaver 2007; Bueno de Mesquita and Smith 2009; Youngs 2010). Thus, one
should not assume that these two different types of donors allocate their development finance
23

Results from the robustness tests are reported in Table B.4 in the Appendix.
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in the same way. With these considerations in mind, I run separate models for the World
Bank and AfDB (multilateral donors), on the one hand, and JICA (bilateral donor), on the
other. Disaggregating the dependent variable by donor type, however, does not significantly
change my main findings. All the key variables of my interest keep their expected signs
although the effects of COETHNIC are no longer significant at the conventional level for the
World Bank and AfDB, and the effects of MMD SUPPORT are not significant for JICA. The
effects of OPPOSITION SUPPORT are statistically significant for both the multilateral and
bilateral donors when analyzed separately. Overall, I do not observe any systematic difference
between multilateral and bilateral donors in terms of the way their projects are allocated.
The empirical data used for my analysis exclude projects financed by some of the major
donors in Zambia, such as Germany, EU, and the United Kingdom. The exclusion of these
donors is solely due to data limitations. Many donor agencies do not make their documents or
reports publicly available, which makes it difficult for researchers to geocode their projects.24
While the data limitation certainly is a concern, I am skeptical that it introduces any systematic bias in my results. The decision-making process surrounding aid allocation is similar
across multilateral and bilateral donors whereby the recipient government ultimately takes
the lead in deciding the details of donor-financed development projects. My robustness tests
partially support this claim, demonstrating that my main findings are largely not sensitive
to the disaggregation of donor projects by donor type. Unless there are strong theoretical
reasons to believe that different political incentives are at work for differing donors, selection
bias does not pose a significant inferential problem.

2.5

Conclusion

This paper analyzes a hitherto understudied aspect of foreign aid—the determinants of
aid allocation within aid-recipient countries. The literature suggests that aid-recipient gov24

In fact, this is precisely the reason why I selected the World Bank, AfDB, and JICA for my study as
they all have made it relatively easy for researchers to track the records and details of their projects.
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ernments use foreign aid as a source of patronage to buy off political support and tighten
their grip on power. These potential political effects are perhaps more pronounced in Africa
where a majority of countries still rely on external financial assistance to keep themselves
afloat. Despite the fact that the different political implications of foreign aid are well documented, only a few scholarly efforts have been made to actually investigate how aid is
dispersed within an aid-recipient country. This is the question of interest that this paper
seeks to explore.
To examine the political economy of allocation of aid at the sub-national level, I use
a novel data set on the geographical allocation of donor projects in Zambia during the
period between 1996 and 2010, which enables me to quantitatively test the determinants of
allocation of donor-funded projects. Challenging the prevailing view in African politics that
African leaders simply reward their own core supporters with more resources, my analysis
shows that districts where opposition parties enjoy greater popularity receive more donor
projects. In contrast, districts with a higher concentration of core supporters (of the ruling
incumbents) or districts where coethnic voters are dominant receive fewer projects. These
results are consistent with several other studies (Banful 2011b; Green 2010; Kasara 2007),
which all cast doubt on the validity of the core voter model in the African context.
When having limited information about the voting preferences of its own citizens, the
aid-recipient government seeks to put more development efforts in districts where there
are relatively more opposition supporters. In so doing, political elites attempt to sway
as many weak opposers as possible and further consolidate their power. While my study
focuses exclusively on the distribution of donor-funded projects, I may extend the core
arguments of this paper to other types of public/collective goods that the government may
distribute as an instrument to buy votes. This paper thus calls for a more nuanced analysis of
distributive politics in sub-Saharan Africa by focusing on the role of swing voters in shaping
the government’s distributive policy.
There are several policy implications that can be gleaned from this study. First, this
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paper reveals that the allocation of aid is politically manipulated. My findings shed a new
light on what Resnick and van de Walle (2013, 42) refer to an “incumbency effect” of aid.
Since the incumbents have discretionary power over the allocation of aid, they may use aid as
an instrument to garner political support. My empirical results are alarming as international
donors have increasingly embraced the idea of country ownership, which tends to ”equate
the priorities of the ruling government, with those of the country at large” and grants the
recipient government more control over the use of donor finance (Ibid.). Meanwhile, donors
are surprisingly naive about the political implications of their development assistance because
their concerns are more focused on purely economic matters, including fiscal stability and
corruption.
Another key policy implication, which is related to the first point, is that the pattern
of allocation of donor-funded development projects is insensitive to the issues of poverty,
as far as my empirical results are concerned. In fact, political incentives seem to carry
more explanatory power for aid allocation than the demographic or economic factors such as
literacy or poverty. These findings accord with an earlier study by Ohler and Nunnenkamp
(2013), which also finds no clear impact of poverty, maternal health, or malnutrition on
the allocation of donor projects. The results thus call into question the effectiveness of
aid in reaching those who are most in need. When decisions on the allocation of aid are
driven by political concerns, rather than the actual demand of the people, there is little
theoretical ground to believe that aid is allocated efficiently to address the issues of poverty.
Thus, I suspect that the politically driven allocation of aid potentially jeopardizes the overall
effectiveness of aid in poverty reduction.
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Chapter 3
Fiscal Transfers and Local Revenue Generation in Africa:
Evidence from Tanzania

3.1

Introduction

[T]he power to tax lies at the heart of state development. A moment’s reflection
on the history of today’s developed countries and the current situation of today’s
developing nations suggests that the acquisition of that power cannot be taken for
granted.

–Besley and Persson (2013, 51)

Since the early 1990s, many African countries have experimented with fiscal decentralization, or the devolution of fiscal duties/responsibilities from the central government to
local government authorities (LGAs) (Dafflon and Madies 2013). Today, intergovernmental
financial transfers account for a significant proportion of local government budgets (Shah
2006). While international donors have praised such decentralization efforts as a means to
strengthen the capacity of LGAs in providing public goods/services to their constituencies,
critics argue that financial transfers from the central government to LGAs could also undermine the latter’s fiscal autonomy (Fjeldstad, Chambas and Brun 2014). Along the same
line, there is a well-established body of literature in public finance suggesting that intergovernmental transfers have “crowding out” effects on the generation of revenues at the local
level, whereby the inflow of external transfers can sap the incentive for LGAs to collect their
own dues (Buettner and Wildasin 2006; Zhuravskaya 2000; Bradford and Oates 1971a;b).
Empirical evidence for the hypothesized negative linkage between grants and local revenues, however, mainly derives from studies in countries where sound fiscal systems are already in place. In most African countries, the fiscal capacity of local governments to collect
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taxes and fees may be limited. The generation of local revenues requires robust monitoring/enforcement systems and qualified staff, which are costly to employ and maintain (Besley
and Persson 2013). Furthermore, fiscal policy is highly centralized and politicized to the extent that the central government often interferes with LGAs’ efforts to collect taxes and fees.
The interplay of these two factors—limited fiscal capacity and political interference—hinders
the mobilization of local revenues in Africa.
I argue that in places where fiscal capacity is limited at the local level, grants from the
central government (be they conditional or unconditional) facilitate local revenue generation. Intergovernmental transfers allow local governments to increase their own revenues
by improving their financial capacity to deliver public service and collect taxes and fees in
return. Facilitating the provision of public goods through local government channels not
only expands the revenue base for LGAs but also nurtures political accountability between
taxpayers and LGAs, the former receiving service from the latter in exchange for tax/fee
payments. Intergovernmental transfers also provide essential sources of finance much needed
by LGAs to pay for the maintenance of fiscal institutions themselves.
The extent to which LGAs can tap into their own sources of revenues, however, also
depends on political incentives to support revenue collection efforts at the local level. As
many scholars argue (i.e., Lambright 2012; Fjeldstad and Moore 2009; Fjeldstad 2001),
the collection of local revenues is highly politicized in Africa. The ruling party may use
its discretionary power over local fiscal policy to favor one group over the other (Kasara
2007). In particular, anecdotal evidence suggests that the central government uses local
taxation as a political instrument to reward its own supporters while penalizing opposition
groups (Fjeldstad and Moore 2009). Therefore, I hypothesize that the central government
supports/obstructs revenue collection efforts depending on the political affiliations of local
councils.
To explore the link between grants and local revenues in Africa, I introduce the case
study of Tanzania, a country where local governments suffer from the low level of fiscal
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capacity and political accountability. I select this case for several reasons. First, intergovernmental transfers make up a large proportion of local government budgets in Tanzania.
In FY2012/2013, for instance, 91% of the local budget was financed through transfers from
the central government. This number lies on a par with corresponding numbers in some
other African countries, such as Lesotho (90%), Uganda (88%), and Ghana (69%) (Fjeldstad and Heggstad 2012, 5). Thus, Tanzania is a representative case of countries in the
region. Furthermore, as reported by the International Monetary Fund (IMF), “Tanzania
is now considered to have one of the best PFM [public financial management] systems in
sub-Saharan Africa” (Nord et al. 2009, 5). Most district councils now have computerized
budget/accounting systems, and the Prime Minister’s Office Regional Administration and
Local Government (PMORALG) has publicized quarterly fiscal data on district-level expenditures and revenues on its website, which allow researchers to empirically test the linkage
between intergovernmental transfers and local revenues.
One of the issues that complicates the identification of causal impact of transfers on local
revenues is that the amount of intergovernmental transfers that a given district receives is
likely to be endogenous to the district’s fiscal capacity. Additionally, I include a lagged
dependent variable to capture the persistent nature of local revenues over time, which may
further introduce bias in finite samples. To alleviate these concerns, I employ the system
Generalized Method of Moments (GMM) estimator (Blundell and Bond 1998) in addition
to pooled, random-effects, and fixed-effects models. Under a set of assumptions, the system
GMM estimator “corrects for omitted variable bias by eliminating fixed effects through
first differencing and corrects for endogeneity bias by using lagged endogenous regressors
as effective instruments” (Kimura, Mori and Sawada 2012, 5). My empirical findings show
unambiguous evidence that intergovernmental transfers help expand local revenues. More
specifically, a 1% increase in intergovernmental transfers leads to a 0.3%-0.6% increase in
local revenues for LGAs. The results also demonstrate that this positive effect of transfers
on local revenues is less pronounced in districts where a greater proportion of voters are
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government loyalists.
The key findings from my empirical analysis have broader implications for state building
and fiscal capacity in Africa. This study offers one of the very first analyses of the impact of
intergovernmental transfers on local revenues in sub-Saharan Africa—a region where LGAs
largely rely on intergovernmental transfers to conduct their day-to-day operations and provide basic public service. State-building entails efforts on the part of the state to generate
own revenues from its citizens. Governmental accountability derives from a social contract
between the state and taxpayers whereby the former is held accountable for its performance
to deliver goods and service to the latter (i.e., Tripp 2013; Atunbas and Thornton 2012;
Gadenne 2012; Fjeldstad, Katera, Msami and Ngalewa 2010; Lund 2007; Iversen, Fjeldstad,
Bahiigwa, Ellis and James 2006; Moss, Pettersson and van de Walle 2006; Hoffman and
Gibson 2005). The same story can be told for local governments, which have become the key
provider of public goods and services. The conventional wisdom in public finance suggests
that reliance on external grants may undermine the fiscal autonomy of local governments.
However, as Besley and Persson (2013, 52) highlights, “[t]he power to tax is taken for granted
in most of mainstream public finance.” I argue that in the context where local fiscal institutions are weak, intergovernmental transfers are essential financial resources that allow local
governments to not only strengthen their fiscal institutions, but also to respond to the needs
of their own constituencies, which in turn improve tax compliance.
This paper is organized in the following manner. In the following section (Section 2), I
review the existing literature on the relationship between intergovernmental transfers and
local revenue generation. In particular, I highlight how the existing models in public finance
fail to capture the issues of fiscal capacity, an essential asset that local governments need
to mobilize local revenues. Section 3 describes the data used in my empirical evaluation of
the relationship between intergovernmental grants and local revenue generation in Tanzania.
Section 4 presents the main findings of my analysis. Section 5 concludes by offering some
caveats as well as implications of this study’s core findings.
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3.2
3.2.1

Theory
Intergovernmental Transfers and Local Revenue Generation

For the past two decades, African governments and international donors alike have encouraged fiscal decentralization as one of the key policy instruments to promote development
efforts. Many of the key responsibilities previously vested in the central government have
been discharged to local governments, which now play the leading role in providing basic
public goods and services to their own constituencies. These decentralization efforts have
been motivated partly by the idea that LGAs are more responsible to local needs than the
central government because they stay in close touch with their own constituencies, although
empirical support for this line of logic has been mixed at best (i.e., Brollo et al. 2013; Olken
2007; Reinikka and Svensson 2005; Crook 2003; Tendler 1997). Accordingly, many African
governments have transferred increasing amounts of state resources to lower tiers of the
political system in the process of fiscal decentralization.
While intergovernmental transfers provide LGAs with essential financial resources to
provide goods and services in their respective jurisdictions, critics argue that these transfers
from the center erode fiscal discipline at the local level (i.e., Mogues and Benin 2012; Buettner
and Wildasin 2006; Zhuravskaya 2000; Bradford and Oates 1971a;b). As many scholars
emphasize (i.e., Tripp 2013; Atunbas and Thornton 2012; Gadenne 2012; Hoffman and Gibson
2005), raising local revenues creates vertical accountability between local government officials
and taxpayers. For instance, Atunbas and Thornton (2012) argue and empirically show that
local officials tend to be less corrupt when they rely on revenues raised in their respective
localities, instead of grants from the central government. Rodden (2002) also finds that
subnational governments tend to have balanced budgets when they raise a larger share of
their own revenues through local taxes or fees.
Bradford and Oates (1971a; 1971b) offer a formal theory of how grants may affect fiscal
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performance at the local level. Under the assumption that public and private incomes are
fungible, they claim that unconditional intergovernmental grants free up extra resources for
local governments to benefit individual citizens in the form of a lump-sum tax reduction,
thus crowding out efforts to mobilize local revenues. Empirical evidence for the crowdingout effects of central grants has been far from conclusive. Analyzing fiscal data of individual
municipalities across the U.S. for the period of 1972-1997, Buettner and Wildasin (2006)
find that increases in intergovernmental grants indeed lead to reductions in locally raised
revenues. Zhuravskaya (2000, 338) finds a similar pattern in Russia. The author shows
that “any change in a local government’s own revenues is almost entirely offset by an opposite change in shared revenues,” indicating that intergovernmental transfers serve as almost
perfect substitutes for local revenues. In contrast, a number of other studies demonstrate
that intergovernmental transfers tend to be invested in public goods/services instead of tax
reliefs, a phenomenon known as “flypaper effects” (see Rosen 2005; Hines and Thaler 1995).
For instance, Dahlberg et al. (2008) study fiscal data in Sweden and find that transfers from
the central government do not reduce local tax rates/revenues, but instead increase local
spendings. Furthermore, recent studies (i.e., Caldeira and Rota-Graziosi 2014; Zhang 2013;
Skidmore 1999) find “crowding-in” effects of intergovernmental transfers, whereby grants
expand local tax revenues. In short, the literature has not reached any consensus on the
effects of intergovernmental transfers on the volume of local tax revenues.

3.2.2

The Lack of Fiscal Capacity in Africa

Since the early 1990s, most African countries in some way or another have embarked on
the process of fiscal decentralization after years of economic stagnation and crisis in the 1980s.
One of the key issues in applying the existing theories of public finance to Africa is that they
often treat fiscal capacity as given (or exogenously determined). Fiscal capacity is defined
as the extractive capacity of a government to raise tax revenues “given the structure of the
tax system and its available powers of enforcement” (Besley and Persson 2013, 52). As Bahl
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(2000) highlights, local governments in developing countries—and Africa in particular—suffer
from the lack of fiscal capacity to raise their own revenues. Consequently, they are much more
dependent on intergovernmental transfers than subnational government entities in developed
countries. For instance, while fiscal transfers tend to account for a major proportion of
the local budget in developing countries, “[i]n the U.S., for example, transfers finance less
than one-fourth of all state and local government expenditures” (Bahl 2000, 2). Africa,
on average, has performed more poorly in mobilizing local revenues than other developing
regions. Fjeldstad, Chambas and Brun (2014, 7) report that “[w]ith the exception of South
Africa, the total local revenues in African countries in 1999 did not exceed 1% of the GDP
compared to 5.5% of GDP on average for developing countries in other regions.”
I argue that the fiscal effects of central grants are contingent on two key factors: fiscal
capacity and political incentives. A notoriously weak capacity of fiscal and administrative
institutions is a large part of the story behind the low level of local revenues in Africa.
Collecting local taxes and fees can be very costly if monitoring and enforcement structures
are not already in place. Due to the poor quality of fiscal institutions, the costs of revenue
collection can sometimes exceed the actual amounts of revenues collected in some African
countries (McCluskey and Franzsen 2005, 50). Take property tax for example. Property
tax is one of the largest and most stable sources of local revenues for LGAs. As Fjeldstad
and Heggstad (2012, 12-13) report, property and ownership records are often outdated in
many African countries and most local governments are unable to conduct valuation practices
accurately and regularly. A shortage of qualified staff in the treasury or planning departments
at local district offices also adds further complication to the management of local finance
(Mosha 2010; Farvacque-Vitkovic and Godin 1998). Scott (2009, 7) notes that in East Africa,
local governments are often staffed with low-skilled government employees who do not have
“financial literacy” to “manage public finances and maintain proper accounting procedures.”
The collection of revenues is “often poor and many bills go unpaid because taxpayers cannot
be identified or they resist payment because their housing conditions are very poor or basic
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services and infrastructure are not provided to their areas” (Fjeldstad, Chambas and Brun
2014, 5).
Another major factor contributing to the low fiscal autonomy of LGAs in Africa is the
lack of political will to devolve more political powers to lower tiers of government. Fiscal
decentralization does not always happen in tandem with the decentralization of decisionmaking responsibilities. Decentralization, in fact, can serve as an instrument to consolidate
the power of the central government by extending its outreach and making local governments
more dependent on the center (Kambudzi 2008). After surveying the processes of fiscal and
political decentralization in South Africa, Tanzania, Malawi, and Uganda, Wekwete (2007)
concludes that the central government has managed to keep a tight control over all important
policy decisions made at the local level while appeasing international donors’ pressure for a
more decentralized form of governance.
Critics have argued that LGAs in Africa tend to rely excessively on the center and this
dependency is one of the reasons for the low revenue-generation capacity of local governments.
For instance, Gideon and Alouis (2013, 234) highlight that “over reliance on external revenue
sources increases the dominance of the central government on local authority, reducing them
to mere ‘talking shops without finance to implement their decisions’.” A report from the
United Nations on fiscal decentralization in Africa shares a similar view:

[T]he financial dependence of the Local authorities upon the centre...breeds an
unhealthy reliance upon the government, forcing local authorities to look to the
centre for advice and direction even on the smallest matters. It reverses the direction of accountability, making local authorities less responsive to the demands
of their paymasters (United Nations Human Settlements Programme 2002, 6).
While it may be true that expectations for the future inflows of external transfers sometimes generate perverse incentives that discourage present efforts to raise local revenues, I
expect the net effects of external grants on local revenues to be positive. In Africa, most
local governments are highly dependent on financial support from the central government
to perform their day-to-day administrative and government tasks, which include, but not
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limited to, taxation and service delivery. In fact, Therkildsen (1993, 84) notes that in the
late 1980s, even the best-performing local governments in Kenya and Zimbabwe collected
a $2.5-$4.5 per capita in local taxes, while “at that time, less than half of the population
obliged to pay local poll tax in Tanzania actually did so.” The quality of service provided by
local governments also tends to be poor and tax non-compliance is widespread due to “the
generally weak level of trust in local government institutions” (Smoke 2014, 20).
In these contexts, intergovernmental transfers provide local governments with essential
sources of finance to build up their fiscal capacity and also respond to the needs of their
constituencies. I identify two causal mechanisms through which financial support from the
central government can facilitate revenue collection at the local level. First, intergovernmental transfers help pay for the direct costs of revenue collection. One of the key roles
that intergovernmental grants play is to finance the administrative and operational costs of
LGAs (Fjeldstad et al. 2010, 3). Indeed, a large share of intergovernmental transfers goes
to personal emolument and recurrent spendings: that is, the payment of salaries and other
benefits for civil servants and other administrative costs, which also include the costs of
hiring qualified staff and experts to administer tax collection (Fjeldstad, Chambas and Brun
2014, 17). Furthermore, in many African countries, some fiscal transfers are specifically
earmarked for the capacity building of fiscal management and tax administration (Cochran
et al. 2009). In short, given that most LGAs lack sound fiscal institutions, they need to rely,
to some extent, on external transfers to fulfill their revenue collection duties.
Second, and perhaps more importantly, intergovernmental transfers improve the capacity of local governments to provide quality public services to their constituencies, thereby
promoting government accountability (Caldeira and Rota-Graziosi 2014). LGAs are often
financially incapable of providing basic public services without support from the central
government. In fact, a number of studies suggest that dissatisfaction with the quality of
local public services is one of the key factors that sap citizens’ willingness to pay taxes and
fees (i.e., Ali, Fjeldstad and Sjursen 2013; Fjeldstad 2005; 2004; Fjeldstad and Semboja
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2001; Kjaer 2005). Fiscal transfers create what Caldeira and Rota-Graziosi (2014, 367) refer to as “a virtuous circle” where “central grants increase local public spending, which [in
turn] improves private income and/or voluntary tax compliance, and consequently local own
revenue.” Although Caldeira and Rota-Graziosi’s analysis is exclusively focused on unconditional fiscal transfers—or grants that are not earmarked for specific purposes set by the
central government—one may extend this line of logic to other types of central grants.

3.2.3

The Politicization of Local Taxation

Although fiscal capacity determines the potential amount of revenues that a given local
government can raise, the extent to which they can utilize “their allowable revenue powers depends substantially on the sources and distribution of local political power” (Smoke
2014, 19). In many African countries, local governments cannot set their tax policy independently from central government discretion and control. The central government sometimes
interferes with revenue-collection efforts at the local level particularly when those efforts are
incompatible with the interests of the ruling regime. As Fjeldstad (2001) highlights, such
political interference often results in significant tensions between the central government and
local tax administrators.
Empirical evidence also suggests that local taxation has been highly politicized in some
African countries. Since the local tax policy is still under the control of the central government, national politicians often use debates over local taxes as a political platform for
garnering electoral support. In Uganda, for instance, President Museveni removed the graduated tax, a type of income tax imposed on all adults, as part of his electoral campaign,
which significantly impacted the fiscal performance of local governments in raising their own
revenues (Lambright 2012, 15). A similar pattern has been observed in Zambia, where

the government instructed the [tax] agency not to tax certain businesses, including enterprises owned by ruling party politicians that allegedly had never been
subject to assessments or paid tax. On the other hand, opposition politicians and
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former government members were subject to frequent tax audits and harassment
from the tax authorities (Fjeldstad and Moore 2009, 7).

Indeed, fiscal policy and electoral politics cannot be separated from each other. Block
(2002) empirically shows that the central government manipulates fiscal policy for electoral
purposes. Kasara (2007) also demonsrates that the government favors one group over others
in imposing taxes on agricultural products based on ethnicity. Thus, the extent to which
local governments can tap into their own revenues sources is also contingent on the political
incentives of the central government to support such efforts.
Previous scholarly contributions to the fiscal implications of intergovernmental transfers
in Africa are fairly limited in scope and/or do not pay close attention to the interplay between
politics and taxation. Mogues and Benin (2012) offer the first quantitative test of the
relationship between intergovernmental transfers and local revenues in the African context.
They find that external grants (which include central government transfers and foreign aid)
discourage local revenue generation in Ghana. It is notable that Mogues and Benin pay scant
attention to the role of electoral politics in shaping the way intergovernmental transfers
affect local revenue collection. There is some empirical evidence that the distribution of
central government grants itself is driven by electoral incentives, which also may impact
revenue collection efforts at the local level (Banful 2011a). In contrast, Caldeira and RotaGraziosi (2014) in their analysis of fiscal data in Benin show strong evidence that there is
a significant positive effect of external transfers on local own-source revenue although this
effect is contingent on political affiliations. Due to data limitations, however, their study
focuses solely on a road tax grant, only one particular form of grants distributed from the
central government.
In what follows, I use fiscal data in Tanzania for the period of FY2011-2013 to test the
impact of intergovernmental transfers (which include foreign aid and all types of grants from
the central government) on local revenue collection. The PMORALG has recently publicized
highly granular data on local revenues and expenditures, which offer a unique opportunity
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for researchers to test the hypothesized causal linkage between external grants and local
revenue generation. I also utilize data from the most recent presidential election held in
2010 to explore how national electoral politics may condition the effect of intergovernmental
transfers on revenue generation at the local level.

3.2.4

The Case of Tanzania

The process of fiscal decentralization has gained momentum in Tanzania since the government launched the Local Government Reform Program (LGRP) in the late 1990s. Before
the program took off, the central government controlled all aspects of financial and human resources while leaving almost no room for local councils to play in planning and implementing
fiscal policy. Partly driven by the increasing demand for more accountable and democratic
systems at the local level, the LGRP has discharged many fiscal responsibilities previously
vested in the central government to LGAs and made these sub-national government entities
the main providers of basic public services.
One of the goals in the LGRP has been to “give LGAs wide discretionary powers and a
strong financial base” as their own capacities to raise revenues are limited (Cochran et al.
2009, 19). Accordingly, the program has expanded the amount of central grants allocated
to local districts. Sarzin and Raich (2012, 13) report that “[i]ntergovernmental transfers
increased from 79 percent of total LGA revenues in 2001/02 to 93 percent in 2006/07 while
own-source revenue decreased from 21 percent of total LGA revenues in 2001/02 to 7 percent
in 2006/07.” Today, roughly 25% of the national budget is earmarked for intergovernmental transfers (Deutsche Gesellschaft für Internationale Zusammenarbeit 2013, 6). Table 3.1
shows local government budgets for the period between FY2010/2011-FY2012/2013 in Tanzania. Locally raised revenues account for less than 10% of the local budget (Fjeldstad and
Heggstad 2012). These transfers are allocated based on a formula-based mechanism, which
takes into account various socio-economic factors—including the size of population, area,
poverty, as well as access to health facilities (Boex and Martinez-Vazquez 2006).
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Table 3.1: Local Government Budgets (in billions of Tanzania shillings) for FY2010/2011FY2012/2013α
Fiscal Year
2010/2011 2011/2012
Total Revenues
2,251
2,439
Intergovernmental Transfers
2,084
2,243
Own Revenues
158
195
Total Expenditures
1,987
2,708
Intergovernmental Transfers as % of Total Revenues
92.59%
91.97%
Own Revenues as % of Total Revenues
7.03%
8.02%
α: Fiscal year in Tanzania starts on July 1 and ends on June 30.

2012/2013.
2,988
2,733
240
2,619
91.47%
8.06%

There are various impediments to the mobilization of revenues by local authorities in
Tanzania. Weak fiscal capacity is one of the major factors that explain the low level of
local revenue generation. There has been a perennial shortage of tax evaluators/collectors
in the local tax administrations. For instance, while the collection of property taxes—which
account for a major proportion of local taxes raised by urban councils—requires qualified staff
who can conduct property assessments on a regular basis, there are only “approximately 100
certified valuators and five million parcels [to be evaluated]. Thus, it is difficult to conduct
and maintain assessments, which commonly also are eroded by inflation” (Fjeldstad and
Heggstad 2012, 14). In rural districts, on the other hand, the collection of agricultural
produce cess has been conducted in a somewhat ad-hoc manner where local governments fail
to ensure that agricultural products are taxed where they originate. Instead, they illegally
set up roadblocks to collect the cess, while some districts outsourced produce cess collection
to private companies (Msuya 2011).
LGAs in Tanzania also lack the capacity to monitor and penalize tax evasion or noncompliance (Venugopal and Yilmaz 2010, 222). While the beneficiaries of public service are
supposed to pay user charges, the level of compliance to pay such dues tends to be low due
to the poor quality of services provided and/or inefficiency in local administration (Fjeldstad
and Heggstad 2012, 21-22). In fact, as Therkildsen (1993, 86) points out, local governments
in Tanzania (and other countries in Anglophone East Africa) have historically suffered from a
lack of legitimacy, whereby their constituencies view them as “corrupt, inefficient, a waste of
time—and ‘foreign’.” Furthermore, since the top executive positions of LGAs are handpicked
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by the central government, there is a low degree of political accountability between taxpayers
and local governments (Venugopal and Yilmaz 2010).
Central grants are conducive to the mobilization of local revenues in Tanzania because
they help expand LGAs’ institutional and financial capacities to collect revenues while responding to the needs of their constituencies. Roughly 80% of total transfers is earmarked for
recurrent spendings, which include, but not limited to, all the administrative and operational
costs. Thus, the capacity of local governments to mobilize local revenues is determined, to
some extent, by transfers from the central government. Anecdotal evidence suggests that
financial support from the central government (and international donors) could have substantial impact on local revenue collection. For instance, the Government of Tanzania and
Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ) have co-funded the Support to Local Governance (SULGO) program to improve the property tax administration
at several local governments since 2008. The program has promoted the computerization of
property record management as well as technical training for local administrators. These
efforts have played a significant role in broadening the tax base for some of the major urban
districts (Deutsche Gesellschaft für Internationale Zusammenarbeit 2013).
As a number of studies show (i.e., Ali, Fjeldstad and Sjursen 2013; Fjeldstad 2005; 2004;
Fjeldstad and Semboja 2001; Kjaer 2005), public service provision also plays an importance
role in taxpayers’ willingness to pay taxes and user charges. The extent to which central
governments can collect taxes and fees from their constituencies is a function of the quality
of service the former provides to the latter. Analyzing a sample of 225 respondents across 7
villages in Kibaha and Kilos Districts, Fjeldstad and Semboja (2001, 2069) empirically show
that “a majority of the respondents (more than 90%) indicated willingness to pay more
taxes if services were improved although some expres- sed reservation that it depended on
their ability to pay.” In accordance with Caldeira and Rota-Graziosi (2014), I claim that
fiscal transfers supplement LGAs’ financial resources to provide better public goods to their
citizens, which in turn improves government accountability, activates local market activities,
69

and then promotes tax compliance.
Although local governments are authorized to collect local taxes and fees in Tanzania,
it is important to highlight that the revenue-generation capacity of LGAs is constrained by
central government oversight. Tanzania is a one-party dominant regime where the ruling
Chama Cha Mapinduzi Party (CCM) has remained in power over the past three decades.
As in many other countries in sub-Saharan Africa, the central government and the executive
body are primarily responsible for setting local tax rates in Tanzania and “any new tax
charges in the existing LGA tax rates have to be laid down in the LGA by-laws which have
to be approved by PMO-RALG before implementation” (Venugopal and Yilmaz 2010, 226).
For this very reason, the administration of local taxation is intricately linked to national
politics. The central government sometimes interferes with the enforcement of taxation when
it runs counter to its political interests. For instance, Fjeldstad (2001, 297) notes that in
election years, CCM politicians discourage “tax collectors’ efforts to enforce taxes...by issuing
statements such as ‘don’t harass taxpayers’ or ‘relax on tax collection’.” There has been a
tension between local councilors and tax collectors as well. Although tax collectors find it of
their best interest to maximize tax revenues, which are essential to pay for their wage bills,
local politicians seek to limit their efforts for revenue generation so as to appease voters
(Ibid.). Thus, the interplay between local fiscal capacity and political incentives determines
the degree to which local governments can tap into their own revenues.

3.3

Econometric Models

To test the relationship between intergovernmental transfers and local tax revenues, I
use district-level, quarterly data on fiscal revenues and spendings in Tanzania for the fiscal
years (FYs) between FY2010/11-FY2012/13.1 Data on intergovernmental transfers and tax
revenues derive from the PMORALG. The first model estimates the impact of intergovern1

In Tanzania, fiscal year starts in July. The period under study starts from the first quarter of FY2010/11
to the last quarter of FY2012/13, which add up to the total of 12 quarters over three years.
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mental transfers on local revenues in the following dynamic equation:

LOCAL REVi,t = α1 LOCAL REVi,t−1 + β1 TRANSFERSi,t + γXi,t + φi + θt + i,t (3.1)

where i and t index district i and quarter t, respectively; LOCAL REV refers to the volume
of local revenues per capita (log-transformed); TRANSFERS denotes the size of intergovernmental transfers per capita (log-transformed); Xi,t includes all observable controls; and
φi and θt are district-specific or quarter-specific effects. A dynamic model is well-suited for
this analysis because the level of tax revenue collection is likely to be highly persistent over
time. It is reasonable to assume that the current level of local revenues depends on tax
collection efforts made in the past, and the inclusion of a lagged dependent variable captures
this dynamic. In the calculation of LOCAL REV, I exclude Local Government Capital Development Grants (LGCDG). Including the LGCDG in my analysis introduces the issues of
reverse causality because this particular type of grants is allocated based explicitly on LGA’s
fiscal performance, which includes local revenue mobilization as one of the key criteria to
qualify for the grant (PMORALG 2008, 7). The LGCDG in total accounts for roughly a 5
% of the total transfers made during FY2010/11-FY2012/13.2
A battery of control variables are also included in my models. First, since the level of
local spendings may be correlated with local revenues as well as intergovernmental transfers
(i.e., Mogues and Benin 2012; Buettner and Wildasin 2006), I include the lagged level of
local expenditures per capita (EXP) as a control. Second, intergovernmental transfers are
allocated based on socio-economic factors, which, in turn, affect the level of local revenues
(Boex and Martinez-Vazquez 2006). Thus, two additional control variables are included to
capture the level of economic development at the district level: stable nightlight and road
density. As various scholars highlight (i.e., Shortland, Christopoulou and Makatsoris 2013;
2

My empirical findings do not significantly change even if the LGCDG is included in the calculation of
LOCAL REV.
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Ghosh et al. 2010; Sutton, Elvidge and Ghosh 2007), local nighttime light proves to be
a useful proxy for the level of the economic activity or wealth. I use the initial level of
light intensity (as recorded in 2010) at each district (LIGHT) based on the global nightlight
dataset complied by the National Oceanographic and Atmospheric Agency (NOAA) as a
control. Furthermore, I compute the log of the average length of roads per square kilometer
and include it as an additional control (ROAD). Data on the length of roads are taken from
the Socioeconomic Data and Applications Center (SEDAC).3 Furthermore, geographical
factors may also play a role in determining the extent to which LGAs can tap into their
own revenue sources. As the size of geographical areas that LGAs govern increases, the cost
of administering revenue collection also rises. Thus, I include the natural logarithm of the
size of land (km2 ) for each district (AREA) as a control.
The second set of models allows the effect of transfers on local revenue generation to vary
depending on support for the CCM. As highlighted above, the highly politicized nature of the
local tax system means that the CCM may support/obstruct local tax/fee collection efforts
according to the political affiliations of given districts. Even when local districts receive
central grants, which would increase their capacity to collect taxes and fees, such political
interference may subdue their efforts to do so. To capture the potential heterogenous effect
of intergovernmental transfers, I introduce an interaction between electoral support for the
CCM and the amount of fiscal transfers, as expressed in the following equation:
LOCAL REVi,t = α2 LOCAL REVi,t−1 + β2 TRANSFERSi,t + β3 CCM SUPPORT
(3.2)
+β4 TRANSFERSi,t × CCM SUPPORT + γXi,t + θt + i,t
where CCM SUPPORT is the share of CCM votes in the 2010 presidential election. If β4 >0,
it suggests that LGAs collect higher levels of local revenues in districts where the CCM exerts
more political influence. If, on the other hand, β4 <0, it evinces that government loyalists
are favored in local fiscal policy.
3

Since LIGHT and ROAD do not vary over time, it drops once district-specific dummies are included.
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The literature on distributive politics in Africa suggests that the direction of effect for
this interaction term could go in both ways. There are several empirical studies showing that
African leaders use their distributive policy to favor opposition strongholds or districts where
opposition parties enjoy greater popularity (i.e., Masaki 2015; Banful 2011b; Green 2010),
while other studies suggest otherwise (i.e., Jablonski 2014; Caldeira and Rota-Graziosi 2014;
Briggs 2012; Weinstein 2011. Most notably, Caldeira and Rota-Graziosi (2014) find that in
the context of Benin where elections are highly contested, the positive effect of unconditional
transfers on local revenues is greater in districts that do not politically affiliate with the ruling
party. As mentioned above, their study looks at a road tax grant only and does not consider
other types of grants, which account for a larger proportion of total central grants. My
study extends their findings by examining the effect of both conditional and unconditional
governmental transfers on local revenue generation in Tanzania. The descriptive statistics
for all the variables explained above are reported in Table 3.2.

Table 3.2: Descriptive Statistics
Variable Names
LOCAL REV
EXP
TRANSFERS
CCM SUPPORT
LIGHT
ROAD
AREA

N
1045
1045
1045
1045
1045
1045
1045

Mean
7.710
10.506
10.547
65.638
8.120
-1.940
21.904

Std. Dev.
0.991
0.709
0.716
12.343
5.151
0.747
1.425

Min
2.001
7.999
5.964
31.141
0.000
-3.823
17.970

Max
9.931
15.089
14.638
91.548
27.410
0.388
24.622

It is important to note that both Equations 3.1 and 3.2 produce biased estimates if
there is residual autocorrelation (Keele and Kelly 2006) and/or if there are endogenous
variables on the right-hand side of the equation. To account for these potential sources
of bias, I employ the Blundell-Bond (1998) system GMM estimators. Blundell and Bond
(1998) show that the lagged differences of both the dependent and independent variables
are appropriate instruments for the levels of endogenous variables under the assumption
that these first-differenced instruments are correlated with the endogenous variables, but
uncorrelated with the error term in Equations 3.1 and 3.2. I treat all fiscal variables on
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the right-hand side of Equations 3.1 and 3.2—namely, LOCAL REVt−1 , TRANSFERSt , and
EXPt−1 —as endogenous and generate the GMM-type instruments for these variables.
To show the validity of instruments, I report the Hansen test of over-identification. The
null hypothesis of the Hansen test is that the instruments are jointly valid (or uncorrelated
with the error term). As Roodman (2009) points out, the p-value associated with the Hansen
test becomes inflated (sometimes approaching 1.00) when there are too many instruments
that overfit the endogenous variables. Since the number of time periods in my panel (T =12)
is relatively large, my results may be subject to the problem of instrument proliferation. Following Roodman’s (2009) suggestion, I restrict the maximum lag of GMM-style instruments
to 3 to ensure that the number of instruments does not exceed the number of districts in the
regressions. I report both the one-step and two-step system GMM estimates in my empirical
analysis.4

3.4

Results

To provide a broad picture of how intergovernmental transfers and local revenues may
correlate with each other, Figure 3.1 plots a bivariate relationship between TRANSFERS
and LOCAL REV averaged over the period under study (FY2010/11-FY2012/13). The
bivariate regression line shows a upward slope—a sign that these two variables are positively
correlated. The estimated slope coefficient is 0.6 with a standard error of 0.17 (p <0.01).
This figure confirms a strong positive relationship between intergovernmental grants and
local revenues.
Table 3.3 summarizes the main results. As my theory predicts, the estimated effects of
TRANSFERS are all positive and significant. Model 1 employs the pooled OLS regression
with the data collapsed by fiscal year (to account for the possibility that quarterly data suffer
from significant measurement errors) while Model 2-5 use quarterly data. The results show
4

The two-step GMM estimators are said to be asymptotically efficient and robust to heteroskedasticity
and cross-correlation although they are also criticized for introducing downward bias in standard errors.
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strong evidence that transfers have positive impact on local government revenues. More
substantively, a 1% change in TRANSFERS leads to roughly a 0.3%-0.6% increase in a
change in LOCAL REV (with a standard error of 0.15%-0.18%). Thus, these results are
consistent with my hypothesis that intergovernmental transfers increase local revenues.
Models 3 and 4 report the system GMM estimation results. The Hansen J. statistics fail
to reject the null hypothesis that these instruments are jointly valid, while the AR (2) test
also indicates no second-order serial correlation, further assuring the validity of the GMMtype instruments. The results demonstrate that the coefficients of TRANSFERS keep their
expected positive signs, although their effect sizes are somewhat smaller than Models 1 and
2. Again, the results show support to my hypothesis about the potential positive relationship
between intergovernmental transfers and local revenues.
Table 3.4 shows the main results from Equation 2 where the interaction between TRANSFERS and CCM SUPPORT is introduced. Across all these models, the coefficient on the
interaction term is negative and statistically significant at the conventional level. Figure
3.2 plots the marginal effect of TRANSFERS on LOCAL REV at different levels of CCM
SUPPORT. The black solid slope refers to the marginal effects of TRANSFERS, and the
vertical lines around the slope correspond to the 95% confidence intervals. The downward
slope suggests that the positive effect of TRANSFERS on LOCAL REV diminishes as CCM
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Table 3.3: The Effects of Intergovernmental Transfers on Local Revenues
Models

Pooled

Random Effects

Fixed Effects

System GMM System GMM
One-Step
Two-Step
Time
Annual
Quarterly
Quarterly
Quarterly
Quarterly
(1)
(2)
(3)
(4)
(5)
TRANSFERS
0.427***
0.548***
0.614***
0.338*
0.330**
(0.160)
(0.148)
(0.179)
(0.178)
(0.166)
EXPt−1
0.042
-0.157
-0.040
-0.084
-0.104
(0.101)
(0.109)
(0.059)
(0.111)
(0.122)
LIGHT
0.061***
0.037***
0.060***
0.060***
(0.012)
(0.007)
(0.012)
(0.013)
ROAD
-0.112
-0.029
-0.083
-0.073
(0.096)
(0.048)
(0.085)
(0.105)
AREA
-0.042
0.009
-0.064
-0.070
(0.046)
(0.027)
(0.042)
(0.056)
LOCAL REVt−1
0.227***
0.565***
0.143**
0.201***
0.209**
(0.054)
(0.059)
(0.057)
(0.075)
(0.083)
Year-fixed dummies
Yes
No
No
No
No
Quarter-fixed dummies
No
Yes
Yes
Yes
Yes
Region-fixed dummies
Yes
Yes
No
Yes
Yes
District-fixed dummies
No
No
Yes
No
No
Hansen J Test
0.078
0.078
AR1
0.000
0.003
AR2
0.862
0.937
N
239
1044
1044
1044
1044
Standard errors reported in parentheses are all clustered by district for Models
1-3, while robust standard errors are reported for Models 4 and 5. *** p<0.01,
** p<0.05, * p<0.1

SUPPORT increases. As CCM SUPPORT reaches around 70%, the fiscal effect of TRANSFERS is no longer significant at the conventional level. My empirical findings alludes to the
possibility that the collection of local revenues may be unequally enforced across districts
depending on political affiliations. In particular, the results suggest that the CCM favors its
own supporters by slackening their tax burdens while penalizing those districts that support
opposition parties.

3.5

Conclusion

For the past two decades, international donors have praised efforts towards fiscal decentralization as one of the key policy prescriptions to address the issues of poverty in Africa.
Some real progress has been made in this area with many key responsibilities of the cen76

Table 3.4: The Effects of Intergovernmental Transfers on Local Revenues
Models

Pooled

Random Effects

System GMM System GMM
One-Step
Two-Step
Time
Annual
Quarterly
Quarterly
Quarterly
(6)
(7)
(8)
(9)
TRANSFERS
1.157***
0.910***
1.416***
1.391***
(0.397)
(0.183)
(0.476)
(0.468)
CCM SUPPORT
0.120**
0.055**
0.150**
0.154**
(0.057)
(0.023)
(0.065)
(0.065)
TRANSFERS
-0.011*
-0.005**
-0.015**
-0.015**
× CCM SUPPORT
(0.006)
(0.002)
(0.006)
(0.006)
EXPt−1
-0.004
-0.162
-0.143
-0.158
(0.112)
(0.109)
(0.123)
(0.152)
LIGHT
0.051***
0.039***
0.057***
0.059***
(0.009)
(0.007)
(0.013)
(0.015)
ROAD
-0.102
-0.032
-0.076
-0.073
(0.079)
(0.049)
(0.088)
(0.091)
AREA
-0.023
0.014
-0.032
-0.055
(0.037)
(0.028)
(0.057)
(0.068)
LOCAL REVt−1
0.365***
0.561***
0.227***
0.240***
(0.053)
(0.059)
(0.081)
(0.085)
Year-fixed dummies
Yes
No
No
No
Quarter-fixed dummies
No
Yes
Yes
Yes
Region-fixed dummies
Yes
Yes
Yes
Yes
District-fixed dummies
No
No
No
No
Hansen J Test
0.153
0.153
AR1
0.000
0.003
AR2
0.858
0.958
N
239
1044
1044
1044
Standard errors reported in parentheses are all clustered by district for Models
6 and 7, while robust standard errors are reported for Models 8 and 9. ***
p<0.01, ** p<0.05, * p<0.1

tral government (i.e., providing public service to its citizens) devolved to lower tiers of the
political system. However, most LGAs are still financially weak and rely excessively on support from the central government to finance their budgets. Various scholars claim that such
intergovernmental transfers may obviate the need for local revenue generation and thus undermine the fiscal autonomy of LGAs (i.e., Mogues and Benin 2012; Buettner and Wildasin
2006; Zhuravskaya 2000). Although there has been some empirical support for the potential
“crowding-out” effects of fiscal transfers, however, most of the existing studies are focused on
developed countries where sound fiscal capacity already exists at the local level. In fact, only
few efforts have been made to empirically test the fiscal implications of intergovernmental
transfers in the context of developing countries—and Africa, in particular.
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Figure 3.2: The Marginal Effect of TRANSFERS on LOCAL REV at Different Levels of CCM SUPPORT
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The black solid line corresponds to the marginal effect of TRANSFERS on LOCAL REV. The vertical lines around the solid slope
correspond to the 95% confidence intervals. These lines also represent the distribution of data, showing how densely (or sparsely)
the observations are distributed across all levels of CCM SUPPORT.

I argue that intergovernmental transfers play an integral role in facilitating the mobilization of local revenues in Africa where local governments are bereft of internal capacity to
raise their own revenues. LGAs are financially weak and cannot hire qualified staff and/or
equipment necessary for the collection of taxes and fees. They also rely on financial transfers
from the central government to provide public service, which in turn generates local revenues
through user fees/charges. Using quarterly fiscal data on local government revenues and expenditures in Tanzania, my empirical findings demonstrate that intergovernmental transfers
actually increase local revenues, which run directly counter to the hypothesized “crowding
out” effects of financial transfers.
The issues of fiscal capacity are largely ignored in the existing literature on intergovernmental transfers and local revenues. Scholars often take for granted the capacity of local
governments to extract revenues if they want to do so. In Africa, intergovernmental transfers account for a significant proportion of the local budget, in which case the functionality
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of the local tax administration also depends crucially on financial support from the center. Without financial support from the central government, LGAs cannot maintain and/or
improve their fiscal systems, thus unable to expand the tax base. While some claim that
intergovernmental transfers undermine the fiscal autonomy of local governments, it should
be emphasized that these transfers may also provide LGAs with strong incentives to generate
more local revenues, through improving their capability to deliver public services and also
strengthening their institutional capacity to collect taxes/fees.
My empirical findings also attest to the potential political manipulation of local taxation. Local governments in Tanzania collected a lower level of revenues per capita in districts
where a greater proportion of voters support the ruling CCM, which indicate that those CCM
supporters had the benefit of facing looser enforcement in local taxation. These findings are
consistent with an earlier finding by Weinstein (2011) that the CCM has inclined to reward
its political supporters through distributive policy. Since my empirical analysis focuses on
Tanzania, further research is needed to test whether my findings can be generalized for other
developing countries. As highlighted above, Tanzania has a highly centralized governmental system where the ruling CCM has dominated all the national and local elections ever
since the country’s formal transition to a multiparty system in 1995. Local governments
have little decision-making power as the central government dictates all important decisions
about local fiscal policy. There political dynamics have granted the central government
discretionary power to politically manipulate local taxation efforts as it sees fit for its own
political interests. It remains to be tested whether my findings travel to other countries where
a greater level of autonomy is vested in local governments and/or there exists real electoral
competition, which may influence the extent to which local taxation becomes politicized.
Attributing the low level of local revenue collection efforts in Africa to over-reliance on
the central government misplaces the fundamental cause of the problem on a symptom of the
problem itself. Scholars and policymakers alike often paint a bleak picture that the central
government’s efforts to help LGAs financially come at the cost of reducing incentives for local
79

revenue mobilization. In many African countries, however, LGAs have never developed fiscal
capacity to effectively raise their own revenues. Endowing LGAs with financial capacities to
respond to the needs of their constituencies is essential in improving government accountability as well as establishing citizens’ trust in local governments. In this respect, central
grants can play an essential role in improving the fiscal capacity and autonomy of LGAs.
Thus, my empirical findings call for a more nuanced analysis of the relationship between intergovernmental grants and local revenues by shedding light on the potential positive effect
of such grants on the fiscal capacity of local governments.
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Appendix A
Appendix to Chapter 1: Coups and Foreign Aid

A.1

Replication of Table 1.3 without Including Dummies for the Number of Failed Coup Attempts

Table A.1 replicates Table 1.3 without including dummies for the number of failed coup
attempts. MILITARY SPENDING (ln) turns out to be a significant determinant of coup
success in Model 5. However, I posit that the number of failed coup attempts confounds
this relationship. As I discuss in the text, the military characteristics are likely to affect the
number of coup attempts, which, I argue, is a strong confounder affecting the probability
that a given state has a successful coup in a particular year. As reported in Table 1.3,
the effects of all these variables lose statistical significance once the number of failed coup
attempts is controlled for.
Table A.1: Similarity between Successful and Failed Coups in Multivariate Analyses
Variable Names
GDP PER CAPITA (ln)

(1)
-0.012
(0.030)

(2)
-0.013
(0.031)
0.002
(0.005)
0.006
(0.022)

(3)
-0.018
(0.031)
0.002
(0.005)
0.013
(0.021)
-0.216**
(0.104)

(4)
-0.050
(0.039)
0.006
(0.006)
-0.013
(0.047)
-0.155
(0.112)
-0.104
(0.072)
0.001
(0.037)

(5)
0.001
(0.043)
0.008
(0.006)
0.023
(0.048)
-0.138
(0.122)
-0.114
(0.071)
-0.049
(0.038)
-0.098***
(0.033)

323

314

314

265

257

POLITY2t−1
POPULATION (ln)
WAR DUMMYt−1
ODA PER CAPITA (ln)t−1
MILITARY SIZE (ln)
MILITARY SPENDING (ln)

N

Notes: This table reports marginal effects based on probit regressions. These
estimated regressions do not include dummies for the number of failed attempted
coups. The standard errors reported in the parentheses are all clustered by country.
*** p<0.01, ** p<0.05, * p<0.1.
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A.2

Robustness Checks

Table A.2 reports main results from the robustness tests as explained in the text. Table
A.3 replicates Table 1.4 using 1987 as a threshold year that sets apart the Cold War and the
post-Cold War periods.

Table A.2: Robustness Checks
Time Period
Robustness Checks
Models
SUCCESSFUL COUP

Adjusted R2
Wald Test
Robustness Checks
Models
SUCCESSFUL COUP

Adjusted R2
Wald Test

Cold War
Post-Cold War
(1960-1989)
(1990-2012)
Using Commitment Amounts
(1)
(2)
-8.892
-8.157***
(9.504)
(3.032)
107
0.362

105
0.407

186
0.057

0.932
Additional Controls
(7)
(8)
2.517
-9.451**
(5.110)
(4.686)
188
0.237

Cold War
Post-Cold War
(1960-1989)
(1990-2012)
Using NAT
(3)
(4)
-0.361
-10.035***
(4.933)
(3.630)

84
0.374

0.049
Powell and Thyne (2012)
(9)
(10)
-1.875
-12.520***
(4.924)
(4.162)
173
0.188

0.079

95
0.290

73
0.435
0.083*

Cold War
Post-Cold War
(1960-1989)
(1990-2012)
Incl. Region Dummies
(5)
(6)
2.174
-10.512***
(4.842)
(3.232)
192
0.150

105
0.375

0.006
Africa Sample
(11)
(12)
3.683
-10.265**
(9.245)
(3.904)
102
0.192

72
0.433
0.132

Notes: Standard errors reported in parentheses are all clustered by country. All these models control for the number
of failed coups, ODA per capita one year prior to the incidence of a coup attempt, log of GDP per capita from the
World Development Indicators, Polity2 (lagged) from the Polity IV dataset, and the war status from the UCDP/PRIO
Armed Conflict Dataset. Models 1 and 2 use changes in the amounts of ODA commitments as the dependent variable,
while Models 3 and 4 adopt Net Aid Transfer from Roodman (2012). Models 5 and 6 control for region dummies.
Models 7 and 8 include the log of the number of military personnel and the log of military expenditure per personnel
as additional controls. Models 9 and 10 use coup attempt and successful coup variables based on Powell and Thyne’s
(2011) dataset on coups instead of the Marshall and Marshall (2014) dataset. Lastly, Models 11 and 12 limit the
scope of sample to sub-Saharan Arica. The table also reports p-values from the Wald test on the equivalence of the
estimated coefficients for SUCCESSFUL COUP before and after the end of the Cold War. I used the suest command
in STATA to compute the Wald statistics based on standard errors clustered by country. For all these regressions, I
exclude those observations in which the total amount of aid flows one year prior to the incidence of coup attempts is
less than or equal to zero. *** p<0.01, ** p<0.05, * p<0.1.
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Table A.3: The Causal Effect of a Successful Coup on Foreign Aid
(1987 as a Threshold Year)
Time Period

SUCCESSFUL COUP

N
Adjusted R2
Wald Test of Homogeneity
Additional Controls

Entire Period
(1960-2012)
(1)
(2)
-1.529
-1.541
(4.015) (4.413)
358
0.104

No

297
0.108

Yes

Cold War
(1960-1986)
(3)
(4)
0.130
-0.080
(4.551) (4.861)
221
0.076

No

Post Cold War
(1987-2012)
(5)
(6)
-9.942*** -11.216***
(3.745)
(3.736)

173
0.074

137
0.193

124
0.184

Yes

0.022**
No

0.022**
Yes

Notes: Standard errors reported in parentheses are all clustered by country. All these models
control for the number of failed coups and ODA per capita one year prior to the incidence
of a coup attempt. Models 2, 4, and 6 include the following additional control variables: log
of GDP per capita, Polity2, and the status of war. I exclude those observations in which
the total amount of aid flows one year prior to the incidence of coup attempts is less than
or equal to zero. The last column of the table reports p-values from the Wald test of the
equivalence of the estimated coefficients for SUCCESSFUL COUP before and after the end
of the Cold War. I used the suest command in STATA to compute the Wald statistics based
on standard errors clustered by country. *** p<0.01, ** p<0.05, * p<0.1.
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A.3

Numerical Results for Figure 1.5

Numerical results used to generate Figure 1.5 are reported in Table A.4.

Table A.4: The Causal Effect of a Successful Coup on Foreign Aid by Major Donors
Time Period
Donor
US
Japan
Germany
UK
France

Panel A: Cold War
(1960-1989)
β̂1
N
Adjusted R2
4.631
205
0.186
(3.505)
-0.629
169
0.161
(0.509)
-0.716
229
0.339
(0.827)
-0.103
190
0.478
(0.311)
-3.788** 132
0.185
(1.536)

Panel B: Post-Cold War
(1990-2012)
β̂2
N
Adjusted R2
-0.875
103
0.395
(1.088)
-1.729** 109
0.493
(0.824)
-0.700*
112
0.045
(0.401)
-0.839*** 91
0.075
(0.286)
-1.630** 109
0.692
(0.720)

Wald Test of β̂1 =β̂2
0.108
0.181
0.986
0.051*
0.698

Notes: The donors are listed in order of the size of total ODA disbursements in 2012, as reported in
Figure 1.3. Standard errors reported in parentheses are all clustered by country. All these models
control for the number of failed coups and ODA per capita one year prior to the incidence of a
coup attempt. I exclude those observations in which the total amount of aid flows one year prior to
the incidence of coup attempts is less than or equal to zero. The last column of the table reports
p-values from the Wald test on the equivalence of the estimated coefficients for SUCCESSFUL
COUP before and after the end of the Cold War. I used the suest command in STATA to compute
the Wald statistics based on standard errors clustered by country. *** p<0.01, ** p<0.05, * p<0.1.
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Appendix B
Appendix to Chapter 2: Aid Allocation in Zambia

B.1

Descriptive Statistics

Table B.1: Descriptive Statistics
Variable Names
NUMBER OF PROJECTS
OPPOSITION SUPPORT (PRESIDENTIAL)
OPPOSITION SUPPORT (PARLIAMENTARY)
MMD SUPPORT (PRESIDENTIAL)
MMD SUPPORT (PARLIAMENTARY)
POPULATION (Log)
LITERACY
POVERTY
DISTANCE
COETHNIC
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N
216
216
216
216
216
216
216
216
216
216

Mean
1.482
0.230
0.187
0.506
0.454
2.800
0.453
0.683
408.185
0.176

Std. Dev.
1.430
0.228
0.184
0.232
0.192
1.337
0.106
0.096
211.183
0.382

Min
0.000
0.011
0.000
0.080
0.094
0.717
0.225
0.406
0.000
0.000

Max
6.000
0.794
0.734
0.913
0.880
8.196
0.707
0.916
803.580
1.000

Variable Name
NUMBER OF
PROJECTS
MMD (or OPPOSITION)
SUPPORT
VICTORY MARGIN

POPULATION
DENSITY
LITERACY

POVERTY
DISTANCE

COETHNIC

Computed based on geographical data from
the Food and Agricultural Organization of the United Nations
available at http://www.fao.org/geonetwork/srv/en/main.home
Minnesota Population Center (2014), available at
https://international.ipums.org/international/

Simler (2007)

Central Statistical Office of Zambia, available at
http://www.zamstats.gov.zm/about_us/abt_publications.htm
Minnesota Population Center (2014), available at
https://international.ipums.org/international/

The Electoral Commission of Zambia (2014), available at
http://www.elections.org.zm/election_results.php

Sources
Strandow et al. (2011);
Various reports from the World Bank, JICA, and AfDB
The Electoral Commission of Zambia (2014), available at
http://www.elections.org.zm/election_results.php

Table B.2: Descriptions of the Variables
Description
The number of projects that a given district receives
in each 5-year electoral cycle.
The aggregate share of votes for candidates
(presidential or parliamentary) from the MMD
(or the leading opposition party).
The absolute value of a percent difference
in the share of votes between the MMD and
the second-running opposition party.
The number of population per km2 (log)
(constant yearly change assumed in the interval years)
The average proportion of “literate” respondents
in each district in the 1990, 2000, and 2010 censuses
(constant yearly change assumed in the interval years)
The proportion of the population whose consumption
per adult equivalent is below the poverty line
Distance of the centroid of a district in kilometers
from the centroid of the Lusaka District
The average proportion of respondents in each district who
are in the same ethnic (or language) group as the president
in office, based on the 1990, 2000, and 2010 censuses
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B.2

Numerical Results Used for Figure 2.3

Table B.3 shows numerical results used to generate Figure 2.3. In Models 4 and 5, I
add the squared terms of the vote variables as an attempt to account for the possibility
that the effects of OPPOSITION SUPPORT or MMD SUPPORT on the number of donor
projects may be non-linear. As shown in Table B.3, including the squared term does not
improve the model fit and make the estimated effects of the vote variables much less precise
(most likely due to collinearity). For this reason, I only report the empirical results from
Models 1 and 2 in the text. I also replicate the same models estimated in Figure 2.3 using
the parliamentary electoral outcomes. The results based on the parliamentary data are
reported in Table B.4. The main findings do not change significantly regardless of whether
presidential or parliamentary data are used. The effects of the key variables of my concern
all have expected signs across all the models reported in the tables although the effects of
MMD SUPPORT are no longer significant at the conventional level in Model 2 in Table B.4.

Table B.3: Poisson Regression Estimates: Determinants of the Number of Donor Projects (PRESIDENTIAL)
Models
OPPOSITION SUPPORT

(1)
0.722***
(0.210)

(2)

(3)

OPPOSITION SUPPORT2
MMD SUPPORT

(4)
2.427***
(0.916)
-1.866*
(0.989)

-0.616**
(0.258)

MMD SUPPORT2
COETHNIC
POPULATION (Log)
LITERACY
POVERTY
DISTANCE
Log-likelihood value
AIC
BIC
N

-0.192*
(0.114)
2.045***
(0.543)
0.066
(0.490)
0.167
(0.552)
-0.213
(0.474)
-292.293
2.892
-468.968
216

-0.283**
(0.122)
2.171***
(0.549)
0.132
(0.496)
0.207
(0.549)
-0.202
(0.478)
-294.637
2.913
-464.280
216

-0.316***
(0.119)
2.267***
(0.554)
0.150
(0.501)
0.202
(0.554)
-0.292
(0.482)
-296.686
2.923
-465.557
216

-0.061
(0.135)
1.992***
(0.533)
0.031
(0.489)
0.200
(0.548)
-0.352
(0.480)
-290.999
2.889
-466.181
216

(5)

1.084
(1.007)
-1.676*
(0.976)
-0.116
(0.166)
2.115***
(0.544)
0.165
(0.497)
0.265
(0.560)
-0.304
(0.478)
-293.728
2.914
-460.724
216

Notes: Standard errors reported in parentheses are all clustered by district. All these models
include the number of past projects, province dummies, as well as electoral cycle dummies,
although the coefficients for these variables are not reported to save space. *** p<0.01, **
p<0.05, * p<0.1.
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Table B.4: Poisson Regression Estimates: Determinants of the Number of Donor Projects (PARLIAMENTARY)
Models
OPPOSITION SUPPORT

(1)
0.568**
(0.245)

(2)

(3)

OPPOSITION SUPPORT2
MMD SUPPORT

(4)
1.678*
(0.860)
-1.427
(1.094)

-0.197
(0.316)

MMD SUPPORT2
COETHNIC
POPULATION (Log)
LITERACY
POVERTY
DISTANCE
Log-likelihood value
AIC
BIC
N

-0.230*
(0.121)
2.140***
(0.546)
0.065
(0.493)
0.183
(0.564)
-0.258
(0.483)
-294.461
2.912
-464.632
216

-0.319***
(0.121)
2.214***
(0.557)
0.126
(0.504)
0.201
(0.548)
-0.250
(0.471)
-296.498
2.931
-460.559
216

-0.316***
(0.119)
2.267***
(0.554)
0.150
(0.501)
0.202
(0.554)
-0.292
(0.482)
-296.686
2.923
-465.557
216

-0.143
(0.139)
2.035***
(0.536)
0.031
(0.496)
0.104
(0.558)
-0.262
(0.491)
-293.816
2.915
-460.547
216

(5)

-1.027
(1.131)
0.811
(1.068)
-0.371***
(0.143)
2.262***
(0.557)
0.121
(0.501)
0.220
(0.537)
-0.284
(0.469)
-296.260
2.938
-455.660
216

Notes: Standard errors reported in parentheses are all clustered by district. All these models
include the number of past projects as well as province dummies and electoral cycle dummies,
although the coefficients for these variables are not reported to save space. *** p<0.01, **
p<0.05, * p<0.1.
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B.3

Using Jablonski’s Specification of Aid Distribution

In the text, the key dependent variable of interest is the number of donor projects that
each district receives. In this section, I replicate my models using the volume of aid, instead
of the number of donor projects, as the dependent variable. To compute how much aid goes
to each district, I need to make some assumptions about how the amount of aid committed
to a donor project that covers more than two districts is distributed across those districts.
Following Jablonski (2014, 307), I assume that when a project spans across two or more
districts, “aid is distributed to each [district] by that [district]’s share of the population.”
Using the log of aid per capita that each district receives as a dependent variable, I replicate
Tables B.3 and B.4. The results are presented in Tables B.5 and B.6. Consistent with
Hypothesis 1 and 2, these tables show that support for the main opposition parties (or
the MMD) increases (or decreases) the amount of aid that a given district receives. The
effects of COETHNIC are no longer significant and the signs of the effects turn positive in
some models. It is difficult to know whether these somewhat less precise results are driven
by measurement errors that are introduced due to imposing some unrealistic assumptions
about how the amount of aid committed to a certain project is distributed across districts.

Table B.5: The Effect of Votes (Presidential Elections) on Aid Per Capita
Models
OPPOSITION SUPPORT

(1)
0.378**
(0.172)

(2)

(3)

OPPOSITION SUPPORT2
MMD SUPPORT

(4)
1.540**
(0.646)
-1.323*
(0.685)

-0.359**
(0.172)

MMD SUPPORT2
COETHNIC
POPULATION (Log)
LITERACY
POVERTY
DISTANCE
Adjusted R2
N

0.026
(0.065)
0.647**
(0.303)
-0.305
(0.304)
-0.078
(0.242)
0.226
(0.269)
0.497
216

0.012
(0.066)
0.652**
(0.286)
-0.294
(0.312)
-0.081
(0.238)
0.258
(0.269)
0.486
216

0.003
(0.064)
0.761***
(0.292)
-0.281
(0.309)
-0.064
(0.242)
0.214
(0.272)
0.480
216

0.118
(0.090)
0.651**
(0.301)
-0.344
(0.305)
-0.057
(0.241)
0.175
(0.268)
0.504
216

(5)

0.110
(0.739)
-0.474
(0.684)
0.066
(0.101)
0.668**
(0.286)
-0.282
(0.317)
-0.062
(0.243)
0.234
(0.277)
0.484
216

Notes: Standard errors reported in parentheses are all clustered by district. All
these models include the number of past projects as well as province dummies
and electoral cycle dummies, although the coefficients for these variables are
not reported to save space. *** p<0.01, ** p<0.05, * p<0.1.
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Table B.6: The Effect of Votes (Parliamentary Elections) on Aid Per Capita
Models
OPPOSITION SUPPORT

(1)
0.399**
(0.189)

(2)

(3)

OPPOSITION SUPPORT2
MMD SUPPORT

(4)
1.597**
(0.649)
-1.542*
(0.818)

-0.290
(0.192)

MMD SUPPORT2
COETHNIC
POPULATION (Log)
LITERACY
POVERTY
DISTANCE
Adjusted R2
N

0.015
(0.065)
0.657**
(0.303)
-0.303
(0.305)
-0.077
(0.251)
0.228
(0.272)
0.494
216

0.001
(0.067)
0.668**
(0.297)
-0.309
(0.308)
-0.078
(0.235)
0.273
(0.272)
0.482
216

0.003
(0.064)
0.761***
(0.292)
-0.281
(0.309)
-0.064
(0.242)
0.214
(0.272)
0.480
216

0.117
(0.096)
0.578*
(0.311)
-0.357
(0.313)
-0.153
(0.253)
0.245
(0.273)
0.504
216

(5)

-0.621
(0.753)
0.327
(0.697)
-0.023
(0.085)
0.661**
(0.300)
-0.312
(0.308)
-0.075
(0.233)
0.261
(0.269)
0.480
216

Notes: Standard errors reported in parentheses are all clustered by district. All
these models include the number of past projects as well as province dummies
and electoral cycle dummies, although the coefficients for these variables are
not reported to save space. *** p<0.01, ** p<0.05, * p<0.1.

B.4

Robustness Checks

Table B.7 shows the main results from the robustness tests as mentioned in the text. I
replicate Models 1-3 as reported in Figure 2.3 by including additional controls or limiting
my analysis to a subset of my whole sample.
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Table B.7: Robustness Checks
Robustness Test 1
OPPOSITION SUPPORT
MMD SUPPORT
COETHNIC
Log-likelihood value
N
Robustness Test 2
OPPOSITION SUPPORT
MMD SUPPORT
COETHNIC
Log-likelihood value
N
Robustness Test 3
OPPOSITION SUPPORT
MMD SUPPORT
COETHNIC
Log-likelihood value
N
Robustness Test 4
OPPOSITION SUPPORT
MMD SUPPORT
COETHNIC
Log-likelihood value
N

Including District Dummies
0.768***
(0.193)
-0.761***
(0.278)
-0.207*
-0.296** -0.383***
(0.120)
(0.135)
(0.119)
-134.319
-136.234
-138.700
210
210
210
Excluding Copperbelt and
Lusaka Provinces
0.995***
(0.220)
-0.907***
(0.280)
-0.307** -0.461*** -0.455***
(0.135)
(0.156)
(0.139)
-226.002
-229.194
-232.623
174
174
174
Multilateral Donors
(World Bank + AfDB)
0.645***
(0.246)
-0.636**
(0.280)
0.027
-0.042
-0.084
(0.129)
(0.124)
(0.129)
-249.614
-250.329
-251.902
216
216
216
Bilateral Donor
(JICA)
0.762**
(0.380)
-0.362
(0.532)
-1.297**
-1.414**
-1.394**
(0.602)
(0.618)
(0.587)
-135.977
-137.348
-137.507
216
216
216

Notes: Standard errors reported in parentheses are all clustered
by district. *** p<0.01, ** p<0.05, * p<0.1..
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