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CHAPTER I 

 

INTRODUCTION 

 

Two main purposes of foreign aid are poverty reduction and promoting economic growth 

(Erixon, 2005; Boone, 1996). There are different methods of reducing poverty in developing 

nations, such as through the achievement of human development outcomes. Evidence in the 

academic literature shows that on average, foreign aid has a positive impact (Fielding et al., 

2007; Addison et al., 2005; Clemens et al., 2004). It is less clear, however, whether foreign aid 

improves the condition of the poor or to what degree public health and education outcomes are 

improved.   

The United Nations adopted the Millennium Declaration in 2000, a resolution that 

elaborated on eight development objectives for world poverty. The eight development objectives 

are known as the Millennium Development Goals (MDGs). The MDGs provide a framework for 

the international community to help reduce poverty, enhance human development, and sustain 

economic growth in developing nations. The United Nations Development Programme (UNDP) 

– an organization within the UN – works to help achieve the MDGs. United Nations member 

states agreed to achieve the MDGs by the year 2015. These eight objectives include eradicating 

extreme poverty and hunger, achieving universal education, and developing a global partnership 

for development.
1
    

According to the MDGs, long term poverty reduction requires sustained economic 

growth. Prior foreign aid studies show mixed results as to whether foreign aid has any influence 

on economic growth in developing nations (Dalgaard and Hansen, 2005; Hansen and Tarp, 2000; 

                                                           
1
 Information obtained from the United Nations Millennium Development Goals Report 2008. 
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Chenery and Strout, 1966). The prior literature on foreign aid and economic growth tended to 

focus on macroeconomic policy of developing nations and led authors (Burnside and Dollar, 

2000; Dalgaard and Hansen, 2001; and Collier and Dollar, 2001) to state that the effect of 

foreign aid on economic growth is dependent on a nation’s macroeconomic policies. While 

foreign aid may work best when delivered to recipient nations with sound macroeconomic policy 

environments, foreign aid would be most useful if given to the recipient nations that truly need 

assistance but also are committed to poverty reduction as well as improved educational and 

health outcomes. Rather than focusing solely on good macroeconomic policy as a condition to 

receive foreign aid, foreign aid research should also focus on the improvements of human 

development in recipient nations. Although such aid may be most effective in countries with 

accountable institutions, aid can be effective even in societies with poor political institutions 

(Fielding et al., 2007). Foreign aid can help achieve a reduction of poverty through human 

development goals and therefore also promote overall economic growth.    

Foreign aid’s impact on public health and education varies across different recipient 

nations. Mexico is an upper middle income nation that has become more democratic over time. 

However, Mexico is lagging behind other upper middle income nations in health indicators such 

as life expectancy and infant mortality rates because the country does not have enough resources 

devoted to helping protect the poor (Lustig, 2007). Lustig investigated aid spending on health for 

economic development in Mexico and found that while the government allocates some funding 

to assist the health needs of the poor, Mexico’s government needs to allocate more funding to the 

poorest parts of the nation. More aid to the poorest parts of the nation will help increase 

productivity in the area and result in higher economic growth. There are large differences across 

infant mortality rates, education rates, and life expectancy rates between the richer and poorer 
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parts of the nation. According to Lustig, investing more in health for the poorer parts of Mexico 

will help bridge the gap between the rich and the poor.   

Burkina Faso, one of the poorest and least developed recipient nations, lacks basic 

sanitation facilities and education for even their wealthiest households (Fielding et al., 2007). By 

comparison, Paraguay, a lower middle income recipient nation, has poor households that are 

better off than the richest households in Burkina Faso. However, the poor in Paraguay still lack 

basic sanitation facilities and education as well. Fielding et al. (2007) investigated how foreign 

aid affects countries that are at different stages of human development. In other words, can 

foreign aid improve human development if a country is more developed than another? By using 

different human development indicators (i.e. child mortality, primary education, live births per 

woman) and measuring material wellbeing (i.e. household assets), they find that foreign aid 

improves the quality of life in both Burkina Faso and Paraguay, despite the fact that both 

countries are at different stages of human development.      

 The examples of Mexico, Burkina Faso, and Paraguay illustrate the varying degrees of 

impact foreign aid has on public health and education in different recipient nations. In all three 

cases, foreign aid is likely to improve public health and education even though the impact of 

foreign aid is different. But what explains the varying impacts that foreign aid has on improving 

human development? Why are people in some aid-recipient nations still not receiving enough 

public health and education? This difference in impact of foreign aid may be attributed to the 

nation’s governmental structure. The debate on foreign aid effectiveness has not included the 

role of political regime types in causing poverty (Boone, 1996). Existing literature on foreign aid 

does not indicate what type of political regime is best able to achieve human development 

outcomes or use aid funds more efficiently. While the MDGs are intended to help reduce 
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poverty, achieve human development, and sustain economic growth, how do we know political 

regimes are not hindering efforts to reach the Goals at a faster rate? Are some political regime 

types better than others at using foreign aid to produce greater improvements in public health and 

education? Political leaders make decisions on foreign aid allocation and welfare policies that 

could affect a nation’s progress towards improving human development. Political leaders may 

have a role in the effectiveness and ineffectiveness of aid because of the decisions they make in 

office and within their institutional setting. 

The role of political regimes types is significant to the study of the foreign aid because 

certain government types may be depriving individuals of the means to live longer, healthier, and 

more productive lives. This research is important because the government structure of aid-

recipient nations should not prevent the international community from trying to meet 

development objectives. This research project focuses on political regime types and human 

development outcomes such as public health and education. I expect there to be differences in 

how regime types use foreign aid to provide more basic social services for their citizens because 

political leaders have incentives that vary based on their institutional setting. Governments with 

more democratic characteristics may be more likely to provide public health and education for 

their citizens because leaders are held more accountable to their public. Governments that are not 

held accountable to their public may be less likely to provide public health and education for 

their citizens. My research question is as follows: Do different political regime types use foreign 

aid differently to improve human development?  

The following chapters are organized to investigate whether certain political regime types 

perform better than others in using foreign aid to provide more basic social services. In Chapter 

II, I address the research question by discussing the foreign aid literature on economic growth, 
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public health, and education. Specifically, I discuss existing literature that contends whether or 

not foreign aid has an effect on sustaining economic growth, but I assert that public health and 

education are prerequisites for developing nations to sustain economic growth. The effectiveness 

of foreign aid to improve human development should be examined before determining whether 

foreign aid is effective for economic growth. In Chapter III, I expand the discussion on 

governmental structure and discuss the incentives of different political regime types to provide 

basic social services for citizens. I include short discussions on rentier states and policy 

conditionality as well. In Chapter IV, I present the central theory and hypotheses: political 

leaders of different regime types have incentives that motivate them to utilize foreign aid 

differently. Some government types, such as democratic and single-party regimes, have more 

incentives to provide more basic social services for their citizens. Other government types, such 

as personalist or military regimes, have fewer incentives to provide basic social services for their 

citizens. I include a discussion on the variables used in the model as derived from the theory and 

prior literature.  

In Chapter V, I outline the research design and methodology. I discuss the specific 

indicators used for the dependent variables, independent variables, and the control variables as 

well as the statistical technique I employ to test the model. I use fixed effects estimation on a 

data set of 126 aid-recipient countries between the years of 1990 and 2007. Public health and 

education are the dependent variables and foreign aid, democratic institutionalization, and 

authoritarian regimes are the independent variables. In Chapter VI, I present the analysis and 

results. The overall results indicate that foreign aid and democratic institutionalization have a 

positive effect on total enrollment in primary education, while political regime types show little 

difference from one another in providing public health and education for their citizens. In 
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Chapter VII, I conclude the analysis by discussing the results and proposing further avenue of 

research. 
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CHAPTER II 

 

ECONOMIC GROWTH AND HUMAN DEVELOPMENT 

 

 

What explains the variation in human development outcomes, such as public health and 

education? The volume of scholarly work on the different aspects of foreign aid has expanded 

greatly over the years. In this chapter, I will focus only on prior research that addresses the 

questions of how foreign aid affects economic growth and how foreign aid affects the provision 

of public health and education. Prior research on the foreign aid and economic growth 

relationship has shown various development outcomes that depend on the effect of foreign aid on 

savings, investment, or macroeconomic policy. Relevant to the research on the effect of foreign 

aid and economic growth relationship are the different effects of foreign aid under political 

regimes types. But even under different political regimes, the foreign aid and economic growth 

relationship shows no unique pattern of positive effects of foreign aid. The focus of prior 

research on foreign aid has relied on macroeconomic indicators of economic growth but few 

works have shown how foreign aid can improve the quality of life for the citizens of aid-recipient 

nations. Human development outcomes such as public health and education are necessary not 

only to improve the quality of life for citizens in aid-recipient nations, but are also prerequisites 

for making economic gains. A healthier and better education population will be more productive 

for society. 

 

Economic Growth 

Since the 1960s, scholars have debated the mechanisms of how foreign aid affects 

economic growth (Easterly, 2003). Past studies of foreign aid and economic growth tend to focus 
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on the effects of foreign aid on savings, investment, and consumption. The earlier studies of the 

impact of foreign aid on economic growth through savings and investments were inspired by two 

economic models: the Harrod-Domar model and the two-gap Chenery-Strout model 

(Doucouliagos and Paldam, 2007). The Harrod-Domar model is often used to explain the cause 

and effect chain between aid, savings, investments, and growth. It explained the nation’s growth 

rate through the productivity of the nation’s capital and the level of the nation’s savings. For 

every dollar of foreign aid given to an aid-recipient nation, it was assumed that savings and 

investment would increase by that same amount while ignoring consumption altogether. The 

two-gap model developed by Chenery and Strout (1966) is based on the gap between a 

developing nation’s resources and its absorptive capacity - the savings gap and the foreign 

exchange gap. The foreign exchange gap relates to the argument that foreign aid represents 

foreign currency. If the impact of foreign aid is positive, then foreign aid works by filling in a 

savings or foreign exchange gap.  These two early models are far too simplistic for today’s 

research on foreign aid. Hansen and Tarp (2000) suggested that foreign aid cannot be assumed to 

just increase savings dollar for dollar, and no evidence has been found that there exists a positive 

impact on savings from the effects of foreign aid. Before scholars began to put more emphasis on 

investment, they saw from the savings model that foreign aid spurs some sort of growth. In other 

words, foreign aid had a macroeconomic impact on savings, but scholars still have not identified 

the link to economic growth.   

Scholars soon began to see investment as the major direct determinant of growth 

(Dalgaard and Hansen, 2005). The assumption about investment was that if there is a positive 

relationship between foreign aid and investment, then one could conclude that foreign aid makes 

a positive contribution to economic growth through its effect on investment. Scholars considered 
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investment as a positive determinant of growth, as long as there is a positive link between 

savings and growth as well. Without the effects of foreign aid in their study, Przeworski and 

Limongi (1993) investigated investment in both democratic regimes and authoritarian regimes. 

Przeworski and Limongi reviewed arguments on economic growth stimulating performance of 

both democratic regimes and authoritarian regimes and found that the relationship between 

foreign aid and economic growth at the time was inconclusive. While democracies may not 

encourage investment, the authors suggested that there is no proof that authoritarian regimes 

would either. Proponents of the argument that democracy leads to economic growth are often 

criticized for the failure to provide a model of the democratic process; proponents of the 

argument that authoritarian regimes are better at producing economic growth are criticized for 

the failure to provide an account of the motives of authoritarian political leaders to promote such 

growth. To date, the literature on foreign aid and political regime types in aid-recipient nations 

remains limited. Even before factoring in the foreign aid literature, Przeworski et al. (2000) 

found that political regimes and economic growth alone show no effect in poor countries. 

Przeworski et al. extended this research further to cover an even larger sample of countries. They 

found that regime type has no effect on investment, the growth rate of the capital stock, or 

overall income growth. However, from the conclusion of their research, the study of political 

regimes and economic growth is far from over.  

More studies on foreign aid and economic growth began to link foreign aid to 

macroeconomic policies and then to economic growth. Four new directions can be identified in 

this body of research (Tarp, 2006). First, the availability of panel data with additional years and a 

larger number of countries has enabled scholars to perform more sophisticated empirical 

analyses. Second, the addition of macroeconomic policy and the quality of institutions to the 
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study of foreign aid also allowed more nuanced study of the politics of foreign aid and its effects. 

Third, scholars understand that foreign aid may be affected by variables other than savings and 

investment. Fourth, foreign aid has a non-linear relationship to economic growth based on the 

additional variables. The inclusion of more factors such as human development indicators, total 

population, and consumption in the foreign aid-economic growth models allows scholars to 

appropriately account for other variables to better reflect the reality of the aid-recipient 

environment. Scholars are now including more institutional and policy measures alongside 

previously used macroeconomic variables. Scholars like Durbarry et al. (1998) recognized the 

non-linear relationship between foreign aid and economic growth and found evidence that 

foreign aid may have positive impacts on economic growth. Hadjimichael et al. (1995) 

researched the traditional macroeconomic variables and included important policy variables such 

as inflation and public budget deficits in their research on Africa. The authors also recognized 

the non-linear relationship between foreign aid and economic growth by squaring the foreign aid 

term to show for the non-linear relationship. They recognized that there are differences that stem 

from economic policies and that positive economic growth may be associated with the impact of 

foreign aid. 

Boone (1996) found that the effect of foreign aid is more positive in nations with good 

policies than nations with average policies. Boone analyzed the effectiveness of foreign aid 

programs on the political regimes of aid-recipient countries. He observed the variation of 

political regime by determining two factors: the politicians who choose government policies and 

the composition of the political elite. Every regime has politicians selecting the macroeconomic 

policies to maximize the welfare of the political elite. Boone’s framework consisted of three 

regime types: egalitarian, elitist, and laissez-faire.  In an egalitarian government, foreign aid is 
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directed towards households that would likely reduce the nation’s poverty. In an elitist 

government, foreign aid tends to be directed to the ruling coalition. In a laissez-faire government, 

foreign aid is directed towards a fraction of the population that would increase investment and 

income. Boone based his typology of regime types on public choice theory: the taxation and 

spending policies of a government as outcomes of competition between groups with different 

degrees of political influence on government. He argued that within each regime, the influence of 

citizen groups varied from one regime to another. 

Boone used data from 97 countries and controlled for nonmilitary foreign aid transfers, 

national accounts, human development indicators, and indexes of political liberties. He found 

that foreign aid does not increase investment and growth or benefit the poor. No significant 

impact of foreign aid was found in measures of infant mortality, life expectancy, or primary 

schooling ratios. Foreign aid only leads to higher investment when the foreign aid to GNP ratio 

is larger than 15 percent. He found that foreign aid does not vary between liberal democratic or 

highly repressive governments. Boone rejects the hypothesis that political regimes use foreign 

aid differently and that all aid is used for consumption. Because he found no significant impact 

of foreign aid on human development indicators, he uses this as support for his theory that 

regimes maximize welfare only to benefit the wealthy elite.  

Consistent with Boone’s findings, Burnside and Dollar (2000) found that foreign aid 

raises economic growth but only in good policy environments (good fiscal, monetary, and trade 

policies). Their study shows the impact of the quality of economic policies on the relationship 

between foreign aid and economic growth. They included institutional and political variables 

such as ethnic fractionalization and institutional quality. Most importantly, they used an 

interaction term between economic policy and foreign aid that captures the non-linear 
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relationship between foreign aid and economic growth. The interaction term, first noted in this 

research, means that the effectiveness of foreign aid on economic growth is dependent on the 

quality of economic policies in the aid-recipient nation. This interaction term was found to be 

statistically significant in Burnside and Dollar’s analysis and therefore lends support to their 

hypothesis. Economic policies consisted of inflation trade openness and the budget deficit.       

Ever since Burnside and Dollar found that foreign aid affects economic growth in good 

policy environments but not in poor policy environments, more scholars conducted research in 

response to their results (Easterly, Levine, and Roodman, 2003; Hansen and Tarp, 2001; 

Dalgaard and Hansen, 2001; and Collier and Dollar, 2001). The additional research in response 

to the Burnside and Dollar findings confirmed that foreign aid works in good policy 

environments, but Easterly, Levine, and Roodman found a less robust result. Using the same 

sample as Burnside and Dollar and expanding the data to cover additional years, Easterly, 

Levine, and Roodman found that adding new data reduces the confidence in the conclusion that 

foreign aid affects economic growth only in good policy environments. Easterly, Levine, and 

Roodman propose that the Burnside and Dollar findings should not be the final answer to the 

foreign aid debate about the effectiveness of foreign aid. Instead, further research may continue 

to explore the macroeconomic and microeconomic questions surrounding foreign aid, such as 

whether providing basic social services are necessary for countries to obtain greater economic 

wealth.  

If donors disburse foreign aid based on the quality of the policy environment, the poorest 

nations needing the most foreign aid will be ignored, as they are being punished for having poor 

policies. Once donor governments find that disbursing aid based on the policies of the recipient 

state is a better practice of foreign assistance than disbursing aid based on promises of 
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democratic reforms, the poorest nations will receive much less aid (Collier, 2007). Policy 

conditionality
2
 is the promise of democratic reforms in exchange for foreign aid, a subject further 

discussed in the next chapter. While many analyses of foreign aid’s impact on economic growth 

are focused on macroeconomic factors, there is not very much emphasis on the effects of foreign 

aid on the microeconomic level and quality of life issues, such as public health and education 

(Tarp, 2006). The poorest nations, and especially those which have failed to institute good 

policies, often perform dismally regarding education and public health – and most need external 

encouragement to make positive gains on these issues.  Without gains in these areas, it will be 

difficult for a state to make economic gains. 

In the subsequent section of this chapter, I elaborate on the need to provide basic social 

services as a prerequisite to obtaining greater economic wealth. Public health and education 

indicators, specifically, are a part of the eight Millennium Development Goals of the United 

Nations. If foreign aid can encourage countries to provide better public health services and make 

education more widely available and accessible, then the countries can make progress towards 

the MDGs and create the foundation for better economic growth. 

 

Public Health and Education 

Different countries perform differently with regard to public health and education.  Can 

this difference be explained on the basis of regime type? This research hypothesizes that 

differences in funding for health care and education depend on variations in political regimes.  In 

                                                           
2
 In some cases, policy conditionality is the actual implementation of democratic reforms in exchange for foreign 

aid.  The Bush’ Millennium Challenge Account (MCA) is a U.S. government program that gives foreign aid to poor 

nations on the condition that they first adopt economic and political reforms. Such economic and political reforms 

require poor nations to enact market-oriented measures that will open the nation’s economies to competition, fight 

corruption, encourage transparent business dealings, and investment in both healthcare and education (Pan, 2004). 
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other words, I expect that political leaders structure their spending on public health and 

education in accordance with their political goals.  

For societies to improve their economic conditions, basic services such as public health 

and education matter in the sense that healthy and educated citizens contribute to long-term 

economic growth. As an important determinant of economic growth, investing in health and 

education produces higher productivity for the citizens, and childhood health contributes to 

better school achievement. Allocating funds to health and education should produce a healthier 

and more educated population and, in turn, the beneficiaries will be more active and informed 

citizens (Goldsmith, 2001). The returns on investment in healthcare and education can be 

substantial as more people are given a chance to survive and be productive members of society. 

It allows them to better themselves without taking away from the wealthy elites (Talik, 1988). 

While some scholars contend that foreign aid fails to promote economic growth at the 

macroeconomic level (Easterly, 2001), more scholars are testing for the effects of foreign aid on 

social spending that may have economic benefits. Indicators of public health and education may 

be included in the statistical models of many foreign aid studies, but public health and education 

indicators have not been used as direct evidence of gains made as a result of foreign aid. There 

should be more studies that reveal how public health and education may reflect the political 

behavior and strategic goals of the political leaders controlling the distribution of aid. Islam 

(2005) included education, schooling, and infant mortality rates in his model of whether foreign 

aid has an impact on economic growth in the presence of a good policy environment. His 

theoretical expectation is that if foreign aid can increase economic growth in a developing 

country, it is due not solely to economic policies. As representative of economic policies, he 

takes from Burnside and Dollar’s (2000) study a policy index comprised of measures of budgets 
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surplus, inflation, and trade openness. He found that GDP has positive and significant effects on 

primary school and infant mortality rates. The level of education is also found to improve 

economic policies in countries. Countries with higher levels of education are found to experience 

less instability than other countries. Goldsmith (2001) commented that literacy and health 

measures have been improving in Africa as a result of foreign aid. He suggested that the moral 

hazard argument – the mechanism for perverse political impact of foreign aid – minimizes the 

importance of more positive findings of human development. For example, Ghana and Uganda 

are two nations in which their political leaders have interest in improving the nation’s social 

conditions (Goldsmith, 2001). Political leaders may show interest in social improvements by not 

opposing all democratic reforms or showing more interest in competitive politics. Researches 

that focus on the moral hazard argument are focusing on the economic impact of foreign aid and 

not on foreign aid’s political outcomes (Goldsmith, 2001). While previous studies have focused 

on macroeconomic policy in the effects of foreign aid, it may be helpful to look more towards 

public health and education measures to find positive associations with growth.  If people are 

receiving basic public services, foreign aid can be said to be effective. 

Research on the effects of foreign aid on the political regimes of aid-recipient nations is 

limited. Studies on public health and education as conducive to economic growth are few in 

number. Research on public health and education indicators from the public goods literature can 

lend us insight into how these two domestic policy indicators can contribute to different rates of 

human development across different regime types in aid-recipient nations. Whether governments 

are democratic or authoritarian, they all provide public goods to their citizens - some 

governments more than others. These domestic measures reflect the behaviors of politicians and 

the consequences of their chosen policies. For example, Lake and Baum (2001) tested for public 
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health and education indicators as provided by democracies. They hypothesized that democratic 

states provide more public goods and services than autocracies. They based their theory on utility 

maximization. Utility maximization for a politician means to use both monetary and 

nonmonetary benefits in order to maximize their goal: staying in office. Lake and Baum contend 

that political regimes change how a politician reaches his goals as they face varying institutional 

constraints. They focus on variations in political participation between democracies and 

autocracies that make for varying political risks to political leaders that affect the quantity of 

public goods and services those leaders are willing and able to provide for citizens. Democracies 

provide more public services than autocracies because they rely more on their constituents’ votes 

to retain office. Autocracies, according to the authors, have less incentive to do so as they do not 

retain office based on the votes of the wider population of citizens.   

While Lake and Baum find that democracies provide more public services than 

autocracies, they do not explore variations in the provision of public goods across different types 

of non-democratic regimes. The idea that democracies provide more public services is well 

supported by the literature. The idea that autocracies have less incentive to provide public goods 

in order to retain office is also a notion that is well understood. These institutional differences 

between democracies and non-democracies are important. However, Geddes (2003), Bueno de 

Mesquita et al. (2003), Linz and Stepan (1996), and others have shown that the institutional 

differences across non-democratic regime types are also important predictors of variations in 

government performance across a number of dimensions, including economic growth. Bueno de 

Mesquita et al. (2003) address these differences by classifying the population of a nation into 

categories that are relevant to any type of polity such as the leadership, the winning coalition, 

and the selectorate. These classifications will be further explained in the following chapter.   
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Baum and Lake (2003) argue that improvements in public health and education lead to 

positive and significant economic growth but have only an indirect effect on democracy.  

Stasavage (2005) also tested on the provision of education and recommends more spending on 

primary education within governments with more electoral competition. He found that 

democratically elected governments tend to spend more on primary education. Stasavage also 

discusses the distributional conflicts over spending by political leaders who have incentives to 

favor either the minority group or the majority group. Leaders accommodate minority groups 

when those groups pose a threat to the leaders’ security in office. Their decisions on the 

allocation of resources (including foreign aid) reflect what Lake and Baum discuss in their 

depiction of leaders’ utility maximization. A political leader’s decision to allocate goods depends 

on his calculus of how best to enhance his prospects for retaining office within constraints 

imposed by that nation’s institutional context.  

What one can take away from both of these works (aside from the use of public health 

and education measures as indicators of policy performance) is the fact that political leaders in 

all regime types face choices and conflict over how to distribute public goods. Stasavage showed 

that leaders face distributional conflicts in deciding how to allocate goods and services to satisfy 

certain groups while still being able to maintain their political office. Lake and Baum showed 

that political leaders behave to benefit themselves first and still maintain their position in office 

while doing so.   

As an important health indicator used by many scholars to show that development goals 

are reaching the population of a developing nation, Burnside and Dollar (1998) used infant 

mortality and investigated how foreign aid may affect infant mortality rates. Burnside and 

Dollar’s main finding from this study is that there is no relationship between foreign aid and 
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change in infant mortality as long as the nation has weak management. This finding further 

supports how foreign aid has positive effects on economic growth in good policy environments 

but not in bad policy environments. In addition, Burnside and Dollar state that government 

consumption may be helping the poor through social expenditures. It is then desirable to look at 

the direct effect of aid on consumption to tell if poverty is being reduced. In their analysis, 

Burnside and Dollar found no effect of government consumption on infant mortality. While 

government consumption may be supported by foreign aid in the sense that larger consumption 

reflects expenditures to help reduce poverty, Burnside and Dollar maintain that consumption is 

neither good nor bad for development even if no effect was found between consumption and 

infant mortality. While Burnside and Dollar attempted to use a human development indicator to 

understand the effect of foreign aid in nations, their model specified the macroeconomic policy 

environment as a variable that may affect infant mortality. In this research project, public health 

and education are operationalized as basic social services that should be provided before a nation 

can have good policy environments and better economic growth.    

In this chapter, I discussed the effects of foreign aid on economic growth and the effects 

of foreign aid on basic social services such as public health and education. While the effects of 

foreign aid on economic growth is concentrated on macroeconomic indicators such as savings, 

investment, and macroeconomic policy, the effects of foreign aid on basic social services should 

not be ignored. Provisions for public health and education are important determinants of long-

term economic growth and are therefore prerequisites for a nation to make substantial economic 

gains.  Without better conditions, nations could not possibly have better policy. Developments in 

health and education are improvements in human development that contribute to economic 

growth. Prior studies in the foreign aid literature have not tested improvements in human 
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development as preconditions to economic growth. In the next chapter, I discuss why certain 

governments may invest more in improving human development than other governments. 
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CHAPTER III 

 

FOREIGN AID AND GOVERNMENT STRUCTURE 

 

In the previous chapter, I reviewed prior research on how foreign aid affects economic 

growth and discussed how foreign aid may instead improve the quality of life for the population 

of aid-recipient nations regardless of macroeconomic indicators. In this chapter, I extend the 

research to consider how government structure influences the impact of foreign aid. Specifically, 

I discuss aid-recipient nations in terms of government type, rentier states, and policy 

conditionality. These three factors facilitate a better understanding of the relationship between 

foreign aid and the provision of basic social services for the population. In this research project, I 

assume that government types use foreign aid differently; that explains why some types perform 

better at providing more social services for their population. I discuss why democratic or single-

party regimes may provide more public health and education for their population than personalist 

or military regimes. The effectiveness of foreign aid in each of these four political regime types 

depends on the regime’s institutional environment and the political behavior of their leaders.  

From the literature on resource-rich nations, we learn how foreign aid, as an external rent, 

leads to rentier states in very much the same way as oil wealth leads to rentier states. The 

relationship between a nation’s resource rents and its political elite will help explain why 

political elites behave the way they do with respect to how their nation’s foreign aid is disbursed. 

I discuss how scholars have linked similarities between a government’s high dependence on 

external rents (such as foreign aid) and natural resource abundance. Finally, I discuss why policy 

conditionality – i.e., stipulations for political reform in exchange for foreign aid - is not effective 

for recipient nations.  
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Government Structure 

Certain types of government provide more public health and education for their 

population because political leaders have the incentive to provide more services than leaders of 

other government types that provide less public health and education. Bueno de Mesquita et al. 

(2003) contend that political leaders are self-interested individuals with the goal to remain in 

office as well as to maximize their personal welfare. Their decisions affect their political 

survival. Bueno de Mesquita et al.’s assumptions about the goals of political leaders are 

important to how foreign aid is disbursed in the recipient nation as well as how funds are 

allocated to public health and education for that nation. Because political leaders in each regime 

behave differently and have personal goals to achieve, both the disbursement of foreign aid and 

the allocation of public services vary across regime types. This notion is central to politics in any 

regime because it can be used to further understand how the provision of basic social services 

through foreign aid varies across different institutional settings. To understand each regime and 

its behavior, it is also necessary to discuss the political actors involved as well because they have 

the discretionary power in deciding and implementing the nation’s policy agenda and distributing 

foreign aid funds. In order to achieve their goals, political leaders need to obtain office and then 

be able to retain that power. The retention of power is assumed to be of high priority for the 

political leader: once someone obtains office, that person will do anything to stay there.  

The central theory of this paper on political regimes of aid-recipient nations is based on 

the selectorate theory put forth by Bueno de Mesquita et al. (2003). I assume that political 

leaders are constrained by their institutions and behave within these constraints to achieve their 

goals. When foreign aid funds are given to a nation, political leaders have varying interests in 

how the funds are disbursed. Bueno de Mesquita et al. coined a few key terms that are central to 
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the selectorate theory. A review of these key terms will first be presented in this chapter, 

followed by a discussion on the types of government used in this research project. A discussion 

on the types of government will help explain why some types of government should provide 

more basic social services than other types of government. 

At the center of every regime is the leadership (L). This center is the person(s) in power 

with the ability to both raise taxes and provide public and private goods for the people. The 

leadership may be one person or a ruling class who holds discretionary power, depending on the 

political system. In regard to this research, the leadership’s ability to raise taxes and provide for 

public and private goods matters greatly in relation to nations receiving foreign aid. Since the 

political regimes in this study are aid-recipient nations, foreign aid could be considered a source 

of unearned income by recipient regimes. Unearned income for nations typically allows them to 

be less beholden to their nation’s people and less dependent for the survival on their nation’s 

resources. These differences in taxation and the use of foreign aid will follow under the 

appropriate regime section of this chapter, as well as the differences in the allocation of 

resources. The leadership is the ruling center who sets the policy agenda and has the authority to 

allocate foreign aid funds and provide for both public and private goods. The group is contained 

within the winning coalition (W).   

The winning coalition offers support to the leadership. The size of the winning coalition 

depends on the political system’s qualifications required for membership. In exchange for 

supporting the leadership, members of the winning coalition receive their share of private 

benefits as allocated by the leadership. Only they are able to receive private benefits from the 

leadership because they possess additional qualifications for winning coalition membership that 
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other members of t the selectorate do not possess. The winning coalition is contained within the 

selectorate (S).  

The selectorate is defined as members who have voting rights according to the polity’s 

institutional rules and who have the chance to enter the winning coalition. Their chances of 

entering the winning coalition depend on selectorate size and winning coalition size. In more 

autocratic systems, membership in the winning coalition is very small, while in more democratic 

systems, a larger population of the selectorate can belong to the winning coalition. The outermost 

group in which the leadership, the winning coalition, and the selectorate are nested in is called 

the residents (N) - all disenfranchised members of the nation. Residents comprise the vast 

majority of the population in non-democratic regimes.   

The variations in the size of the winning coalition and of the selectorate can be used to 

describe the different political systems. For instance, democracies may rely on large winning 

coalitions, while autocracies tend to have only a few privileged supporters in the winning 

coalition. The variation in the size of the winning coalition relative to the selectorate makes for 

important differences in the political behavior of leaders across regime types. These differences 

in political behavior of leaders vary with regard to how much to tax and how to allocate goods 

and services. The size of the winning coalition influences how the political regime allocates 

resources between the provisions of public goods to the general public versus private goods 

(patronage) to its elite supporters. The leadership must provide the private benefits to the 

winning coalition and public benefits to the selectorate. When the winning coalition increases in 

size, leaders will allocate more resources to public goods and less to private goods. As the size of 

the winning coalition increases, leaders cannot afford to provide the winning coalition with 
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private goods, so they shift to the provision of more public goods because it is cheaper for the 

leader. Therefore, leaders must switch to providing public goods if they want to survive. 

When the winning coalition is small and the selectorate is large, the loyalty of the 

winning coalition is stronger.  The size of the winning coalition depends on this loyalty, defined 

as the loyalty norm (w/s). The loyalty norm is what political leaders depend on for their 

supporters not to defect and side with the challenger (C). The strength of this norm is related to 

how the political leader allocates resources between public versus private goods. In other words, 

the smaller the winning coalition, the greater the likelihood of the leadership receiving loyalty 

from his supporters, but the larger the winning coalition, the less likely supporters will remain 

loyal. When a regime has a larger winning coalition, private goods are scarce and the leadership 

switches to providing public goods to remain in office. Citizens will receive the benefits of those 

goods regardless of whether or not they support the leader. Therefore, their loyalty to that leader 

is weaker than if they receive private benefits that are contingent upon their support for the 

leader.  The loyalty norm is central to understanding polity size and the allocation of resources. 

The size of the winning coalition then affects the types of policies political leaders implement. 

Larger coalitions tend to produce public goods that benefit all the people. The loyalty norm is at 

its strongest in a small winning coalition and large selectorate. For instance, private goods are 

more easily provided to a smaller winning coalition in autocracies. Since democracies tend to 

require both large winning coalitions and large selectorates, it is difficult to provide private 

benefits to retain loyalty. Therefore, the loyalty norm is weaker in democracies.   

Bueno de Mesquita et al. (2003) hypothesized that among non-democratic recipients of 

aid, the regimes most likely to obtain assistance are the regimes with smaller winning coalitions 

and a weaker loyalty norm among them. Although the loyalty norm would be strongest in a 
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smaller winning coalition, the chance that they would have a weaker loyalty norm means that the 

political leader needs to spend more on rewarding supporters with private goods so that they will 

not defect and form alliances with the challenger. Foreign assistance would be appealing to the 

leadership, as more funds can be allocated to enhance their own political survival. While Bueno 

de Mesquita et al. assumed that foreign aid tends to flow more towards regimes with smaller 

winning coalitions, one must not forget about how the raising of revenue will affect the use of 

foreign aid by aid-recipient nations. 

 

Types of Government 

According to Bueno de Mesquita et al. (2003), the political behavior of a political leader, 

while constrained by institutions, is the same across all regime types. Political leaders will 

always act to retain their position by implementing their policy agenda and making decisions to 

allocate private and public goods in ways that enhance their prospects for retaining power. 

Governance then becomes an issue when political leaders make decisions to allocate private and 

public goods. Governance is loosely defined as activities, institutions, and processes involved in 

effectively managing and running a country’s affairs in all its different spheres (economic, 

political, and administrative), including the relationship between the state and the wider society. 

Distortionary policies mean that politicians will take foreign aid to reward their inner circle and 

have less to distribute to the citizens. Leaders in different political regimes may introduce 

distortionary policies that use public resources (including aid) as benefits to their elite allies. 

Such policies have been considered by some to create the persistence of poverty in developing 

nations (Gupta, 1999).  
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In this respect, foreign aid can either do harm by strengthening these types of regimes or 

do good by promoting better policies. One difficulty about using foreign aid as a tool is the 

desire to use it to correct political problems such as corruption in government management or the 

abuse of fund allocation. The availability of foreign assistance may reduce a political leader’s 

reliance on taxes from the local population and thereby reduce the government’s accountability 

to that public (de Waal, 1997). Making sure the governments of aid-recipient nations also 

provide for their non-elite citizens will always be a difficult goal to achieve. The provision of 

public goods and social services is just as important to good governance as requiring effective 

democratic institutions and processes of aid-recipient nations (Goldsmith, 2001). 

Democratization is difficult to encourage in aid-recipient nations because policy conditionalities 

do not tend to work very well in recipient nations not accustomed to democracy. Nevertheless, 

encouraging democratic reforms in aid-recipient nations is a desirable outcome. 

Democratic governments characterized by a large winning coalition have political leaders 

who are able to stay in office by providing their citizens with good policy (Peceny et al., 2002). 

Political leaders in democratizing aid-recipient nations still have the same motivations of any 

political leader—to remain in office and to maximize personal welfare. A democratizing nation 

needs a leader who is able to work within a new system of rules that can make them responsible 

to their electorate. Citizens can be certain that their democratic political leader will continue to 

promote good policies and provide public goods and services because he depends on the vote of 

the citizens to keep him in office. More foreign aid flows to the nation may not necessarily 

change their allocation to public health and education services because democracies are already 

providing those services at a higher rate than other regimes as it is. Less foreign aid flows to 

democracies may also not necessarily change their allocation to public health and education 
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services because political leaders are already being held accountable to the public. If 

democracies begin to provide less basic social services, citizens have the opportunity to vote 

them out of office, which defeats the goal of staying in office.   

Democracies have more incentives to provide public health and education than 

authoritarian regimes. When the winning coalition is large and the selectorate is also large, 

providing private goods does not benefit the political leader as much as providing public goods 

for two reasons. First, as the size of the winning coalition increases, it is cheaper to provide 

public goods as a means of political survival since providing private goods to the winning 

coalition becomes very costly since the winning coalition is so large. Second, if the winning 

coalition is large, the political leader needs to consider the welfare of the many to keep his goal 

of remaining in office and is therefore held responsible and restrained by the many. Since 

political leaders need an electoral majority to win office, they must keep the support of their 

ordinary citizens by promoting policies that satisfy them. Therefore, promoting public benefits is 

the key to political survival in democratic regimes. Public goods and services are also produced 

at a higher level with democracies than any other regime type (Lake and Baum, 2001). 

Single-party regimes have more incentives than either personalist or military regimes to 

provide more public health and education for their citizens. Like democratic regimes, political 

leaders want to hold office, control policy, have power, or receive personal benefits (Geddes, 

1999). Single-party regimes have small selectorates as well as small winning coalitions. Party 

membership is crucial to those in the winning coalition. In other words, while those who belong 

in the selectorate have the potential to gain entry into the winning coalition, there are only few 

members chosen. Since the selectorate makes up a very tiny minority of citizens, the rest of the 

residents tend to be ignored when decisions are made about policy. In a single-party regime, 
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private benefits are allocated to a small winning coalition, and the supporters also have influence 

on the current policy agenda. Among authoritarian regimes, single-party regimes have proven to 

be successful in maintaining the power of the state and have survived the longest (Geddes, 

2003). The reason single-party regimes last longer than either personalist or military regimes is 

that single-party regimes tend not to fall victim internal strife such as rebellion or leadership 

struggles following the death of the political leader.  

While single-party regimes have one party that controls the policy agenda and access to 

political office, other parties exist as minority factions in elections. If the minority factions are 

excluded from political office, they still receive some benefits from having policy preferences 

pursued if the minority party still has some power. Single-party regimes tend to be more 

effective at mobilizing citizens and developing support for the single party because factions that 

form around policy differences are better off staying united in order to achieve desired policy 

and personal benefits. Since single-party regimes are able to incorporate large numbers of 

citizens into the election process, these regimes are the closest to democratic rule among 

authoritarian systems (Peceny and Beer, 2003). Because citizens in single-party regimes are able 

to participate in the election process more than the citizens of personalist or military regimes, it 

is likely that citizens in single-party regimes are receiving more funding for public health and 

education. That is, if public health and education contributes to more active citizens and single-

party regimes are more democratic than personalist or military regimes, political leaders of 

single-party regimes have more incentives to cooperate with both majority and minority factions.  

In a military regime, political leaders are less likely than political leaders of single-party 

regimes to have the incentives to provide more public health and education for their citizens. The 

leadership in a military regime is not made up of a single leader as in a personalist regime. While 
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a single leader may be visible to the public, a military regime depends on several elite members 

to make decisions and set the policy agenda. Their selectorate is made up of a few colonels and 

generals, while their winning coalition is made up of an even smaller percentage of their 

selectorate. The size of the selectorate is small, and the size of the winning coalition is likely to 

be less than half of the selectorate. The political leaders of this regime have an interest in 

controlling the nation’s weapons and soldiers and maintaining a strong military for defense. 

When making decisions on how to allocate public and private goods, they take into consideration 

how much funding should be put towards maintaining a strong army and how much in private 

benefits should go to reward supporters. Since a military regime’s winning coalition is small, one 

can assume that more private goods are being distributed to the winning coalition than public 

goods for everyone else. However, the political leaders are not rewarding their winning coalition 

with private benefits to retain their support for keeping leaders in office, per se. The loyalty norm 

in a military regime is loyalty not necessarily to a visible leader but to the military regime. The 

military officers place great value on the survival of the military above all else (Geddes, 2003).  

The characteristic that defines a military regime is the unity achieved to govern the 

nation. This unity is the political survival goal of political leaders and policy-makers in the 

military regime because it strengthens the regime by creating a strong norm of loyalty to the 

military instead of to any particular political leader. Elevation to higher office is even based on 

merit or position rather than loyalty to a particular leader. High loyalty norms should still 

increase the survival of the political leadership in place and the security of any private benefits 

being received by the generals holding high offices. High loyalty norms of a regime can then 

help predict leadership incentives and behavior. The mixture of public and private goods to 

retain the loyalty of the winning coalition may not make a difference if everyone is loyal to the 
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survival of the military regime. More foreign aid flows to a military regime may still mean low 

allocation of funds of public health and education. Less foreign aid flows to a military regime 

may still mean low allocation of funds for public health and education. There is no characteristic 

of military regimes that would indicate enough incentive to provide public health and education 

services for their population more or less so than a personalist regime. Even if military regimes 

have to rely more on taxation, the funding could still flow to the maintenance of the army in that 

security for the entire nation can still be seen as a type of public good. However, military 

regimes are likely to provide less public health and education services than single-party regimes, 

as they are just as likely as personalist regimes to use more funding at their discretion.   

In a personalist regime, political leaders are less likely to have the incentive to provide 

more public health and education for their citizens. The political leader of a personalist regime is 

one single person at the center who holds the power and is the sole leader setting the policy 

agenda. The leader has the power to make decisions on fund allocation and then distribute 

private and public goods at his discretion. He does not need to rely on a large winning coalition 

to keep him in office. The political leader has little knowledge or concern about the needs of 

those outside his winning coalition. While his winning coalition may consist of those with whom 

he has formed a supporting party to surround himself, the leader of a personalist regime 

generally makes decisions unilaterally. Since the leader of a personalist regime relies on a small 

winning coalition, I can expect the leader to provide more private goods and less public goods; 

the leader alone has sole control over policy and does not have the incentive to provide for public 

goods over private goods. If the leader has no incentive to allocate funding to public health and 

education for the residents at large, one can assume that personalist regimes overall provide a 

minimal amount of public services. Political leaders of personalist regimes benefit more from 



31 

 

using foreign aid at their discretion than providing public services for the population because 

they have more money at their disposal to reward their supporters and retain their position in 

office. As the largest recipient of foreign aid, leaders of personalist regimes must rely a great 

deal on foreign aid funds (Wright, 2008). In other words, considering personalist regimes are 

given more foreign aid than any other authoritarian regime type, one can expect the leader to 

allocate more funding towards personal benefits, reward supporters, and raise less revenue. Low 

taxes allow political leaders of personalist regimes to be held less accountable to their citizens. In 

the next section, I discuss how high dependency on external rents leads to rentier states. 

 

Rentier States 

Foreign aid is an important source of revenue in many developing nations. Scholars who 

study the literature on natural resource abundance find that governments use foreign assistance 

very similarly to the rents generated from natural resource abundance. Both foreign aid and a 

nation’s abundance of natural resources provide unearned income for governments to use 

without having to rely on taxation (Morrison, 2007; Jensen and Wantchekon, 2004). 

Governments of developing nations may use unearned income in a discretionary manner to 

benefit political elites in power as well as to become less accountable to their citizens (Goldberg 

et al., 2008). Nations that highly depend on unearned income for a large portion of its revenue 

are known as rentier states. Consequently, high dependency on unearned income allows for 

governments to raise fewer taxes and discourages citizens from making demands to provide 

more for the population. 

Although rentier states tend to tax less, one important duty of any political leader is to 

raise revenue. While the leadership has the authority to raise revenue and allocate resources, 
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different political systems may depend on several elites who collectively have the authority over 

the nation’s taxing and spending. Leaders retain their position in office by raising taxes and then 

spending a portion of the revenue collected to provide public and private goods (Bueno de 

Mesquita et al., 2003). Typically, it is how much revenue that is available that helps determine 

how much to provide for public and private goods. While relying heavily on the revenue 

generated by taxing the public, the government is held more accountable to the public. The less 

the government relies on taxation, the less they have to pay attention to the needs of the public. 

While foreign aid or oil wealth allows political leaders to raise less revenue, they still have the 

authority to spend. Relying on unearned income extracted from the external rents of foreign aid 

or oil wealth will allow political leaders to spend the nation’s revenue at their own discretion, 

such as rewarding supporters of their winning coalition. Being held less accountable to the public 

will decrease the chances that the public will have their demands met because the only opinions 

that matter in policy making are those of the political elites in the winning coalition. Variation in 

the distribution of basic social services by regime type is affected by polity size, the decisions 

made to allocate resources, taxation, and the use of foreign aid funds.  

While rentier states often refer to oil states whose income is generated from the sale of 

petroleum, more scholars are comparing the similarities between the revenue generated from 

foreign aid and the revenue generated from oil wealth in the following ways (Morrison, 2008). 

Oil wealth can enhance regime strength or state capability of natural-resource-dependent 

countries to help political leaders maximize control over society. Authoritarian governments may 

stay authoritarian if they keep extracting rents to retain power instead of trying to accept growth-

enhancing policies for the country as a whole (Ndulu and O’Connell, 1999). Political leaders are 

able to remain in power through the revenue from external rents. What allows authoritarian rule 
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to persist in natural-resource-dependent countries is the political leader’s discretion over the 

distribution of natural resource rents (Jensen and Wantchekon, 2004). Rewarding supporters or 

paying off challengers to the leadership are examples of how political leaders may wish to spend 

natural resource rents. Aid-recipient nations may also have political leaders who maintain power 

through the rents extracted from foreign aid as they have discretion over the nation’s spending of 

aid funds. Political leaders of aid-recipient nations may use foreign aid funds the same way 

political leaders of oil wealthy nations use natural resource rents. Foreign aid often gives 

political leaders of recipient governments a further means to repress the rest of their population 

(Goldsmith, 2001).  

Scholars have often disagreed on the effects of foreign aid in a developing country; some 

state that foreign aid is supposed to encourage development, while others say that foreign aid 

furthers the corruption and does not help sustain economic growth. Rentier states are unable to 

deliver proper public services to their population if political leaders have more incentive to 

maximize control over society and remain in power than to provide more public health and 

education for their citizens.       

 

Policy Conditionality 

Policy conditionality, or promised reform by recipient nations in exchange for foreign aid 

by donors, does not help recipient nations improve. However, policy conditionality exists 

because not all countries have good fiscal, monetary, and trade policies. Many scholars believe 

policy conditionality has no influence on improving policy in developing nations (Collier, 2007; 

Browne, 2006; Easterly, 2005; Alesina and Weder, 2000; and Burnside and Dollar, 2000). The 

failure of policy conditionality can be contributed to two main reasons: strong political forces 
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and donor inconsistency. The failure of policy conditionality can be attributed to the strong 

political forces existing in recipient nations because democratic reforms may be difficult to 

implement if recipient nations are not accustomed to democracy. Aid-dependent nations are 

likely to receive policy conditionalities because donor governments want to encourage more 

democratic reforms along with the assistance of aid (Bratton and van de Walle, 1997). Stringent 

conditions for democratic reforms are likely to be met with stronger resistance by aid-recipient 

nations opposed to reforms. 

 Dunning (2004) discovered that donors use policy conditionality to encourage more 

democratic reforms in the years following the Cold War but not during the Cold War. During the 

Cold War, donor governments offered foreign assistance for geopolitical reasons. It was more 

important to donors to retain strategic nations than to ensure nations were making democratic 

reforms. It was not until the post-Cold War period that donors shifted from geopolitical 

objectives to implementing conditionalities that would make foreign aid more effective.  

The extent to which recipient nations have complied with policy conditions has been 

mixed. Some recipients implement policies but a larger number of recipient nations do not 

(Easterly, 2008). Recipient nations may be unwilling to implement democratic reforms because 

the political and economic costs are too high. Other nations may claim to be implementing 

conditions if required but could be using foreign aid funds to behave as rentier states. Donor 

governments rarely withhold foreign aid when recipient nations fail to adhere to policy 

conditions. The inconsistency of the distribution of assistance contributes to the ineffectiveness 

of foreign aid.  

If donor governments stipulate that recipient nations must allocate funds to public health 

and education as a condition to receive foreign aid, there is no enforcement that the recipient 
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nation will allocate more foreign aid funding for their population. Known as a time consistency 

problem, recipient governments may promise to make changes but only in order to receive 

funding (Collier, 2007). Recipient nations may also take foreign aid to follow their own path for 

policy reform, wasting much policy-based foreign aid. In other words, if donors want foreign aid 

to be effective, they should offer assistance to nations with good policies and not try to change 

the policies of nations that are unwilling to carry out political reforms. The findings in support of 

good policy environments for the distribution of foreign aid indicate the ineffectiveness of policy 

conditionality (Burnside and Dollar, 1998, 2000; Collier and Dollar, 2001, 2002; Alesina and 

Dollar, 1998). Collier and Dollar (2001) investigated how macroeconomic policy reform and 

foreign aid can accelerate growth rates and also reduce poverty. Foreign aid is effective when 

distributed to nations that are committed to making political reforms. Nations that are committed 

to making political reforms increase the likelihood that good policy environments will persist in 

the long run. A good policy environment will be better able to create social environments that 

help reduce poverty. Therefore, a high level of foreign aid to strong reforming nations will be 

more effective than distributing foreign aid to nations that have bad policy environments. Collier 

and Dollar (2002) continued their study on foreign aid and poverty reduction and investigated the 

productivity of foreign aid. If foreign aid could be allocated more efficiently, foreign aid funding 

could increase for the developing nation. 
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CHAPTER IV 

 

THEORY/MODEL 

 

In the previous chapter, I discussed why certain types of government are expected to 

perform better at providing public health and education than other types of government. I argued 

that political leaders in nations with more democratic characteristics and single-party regimes 

have more incentives within their regime’s institutional setting to pay more attention to their 

population. Political leaders in personalist and military regimes have fewer incentives within 

their regime’s institutional setting to pay attention to their citizens.  

The central theory of the research project is that political leaders have incentives that 

motivate them to utilize foreign aid differently to provide more basic social services for their 

citizens. Their incentives vary based on political regime type. Political leaders base their policy-

making agenda on their different goals and strategies for remaining in power and maximizing 

personal benefits. This theoretical chapter will briefly review the types of government as 

pertaining to the central theory and then lay out the dependent, independent, and control 

variables used for the model. I will discuss the variables selected for the model in this chapter but 

will go into further detail about the specific indicators in the following chapter. I will conclude 

this chapter with a summary of the hypotheses to be tested before moving on to the research 

design.   

Earlier, I discussed some characteristics of personalist, military, and single-party regimes 

and why they have more or less incentives to provide public health and education. Single-party 

leaders have the incentive to provide more public health and education for their citizens. Single-

party regimes are more democratic than personalist or military regimes, and more citizens are 
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involved in the election process. The political leader may belong to one majority party that 

controls the policy agenda and access to political office, but it benefits the leader to cooperate 

with the minor parties that exist in the single-party regime so that desired policy is achieved and 

the leader can retain power in office. 

Personalist leaders do not have the incentive to provide more public health and education 

for their citizens. As the sole decision-maker on policy and spending, the political leader of a 

personalist regime would benefit more from rewarding his supporters in the winning coalition. 

The political leader has great interest in remaining in power in a personalist regime, and 

rewarding close supporters will help retain power. Personalist leaders are more likely to use the 

funds available to them to provide more private goods to the winning coalition as well as to pay 

off challengers in order to retain their position. The rise to power in these types of regimes is 

extremely difficult and not without harsh or deadly punishment if a challenger is unsuccessful in 

removing the leader from office. The leader is able to act quickly to rid his nation of potential 

challengers, and the costs are very high should non-supporters join the opposition to the 

leadership. Potential challenges to the leadership are likely to be done away with violently as it is 

only the death of the leader that may lead to the end of the personalist regime, more so than with 

the other types of authoritarian regimes (Geddes, 2003). As another method of warding off 

challengers to the leadership, the leader may also use funds to pay off the potential challengers 

and keep his leadership.  

I assume that a higher reliance on foreign aid funds leads to less taxation and less funding 

for public health and education for the people. More taxation would bind the political leader to 

become more accountable to his selectorate. As long as the political leader can obtain enough 

funds to secure his position in office, he has very little need to tax as long as the leader can 
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preserve the conditions for the nation to continue to receive foreign aid. As the leader relies on 

his own policy preferences, I expect that he will maintain the conditions to keep foreign aid 

flowing into his nation by allocating the least amount of foreign aid funds to public health and 

education services to his selectorate and residents. As long as the personalist leader provides 

some benefits but has a stronger method of repression, the winning coalition will remain loyal to 

the leader and the likelihood of opposition will remain low. It should be noted that not all 

personalist leaders are characterized this way. Some leaders may choose to offer more public 

services to their selectorate. However, on average I expect that personalist regimes receiving 

foreign aid will behave the same way in providing for public health and education because they 

generally have no incentive to do so. Personalist leaders will likely use foreign aid as unearned 

income.    

Military leaders do not have the incentive to provide more public health and education for 

their citizens. Military regimes are less likely to provide public health and education for their 

citizens than a single-party regime. If the loyalty norm to the military regime is so high, one can 

predict that the leadership of generals in charge of the policy agenda considers public health and 

education services to be secondary to maintaining security. Bueno de Mesquita et al.’s 

selectorate theory shows that political leaders maintain their power in office by raising taxes and 

spending government revenue on both public and private goods. If the selectorate is made up of 

colonels and generals and the smaller winning coalition consists of a fraction of this selectorate, 

then ordinary citizens are being ignored in the daily routine of the regime’s politics. It can be 

assumed that because the interest of a military regime is to keep the military strong, political 

leaders do not have strong incentives to provide public health and education for their people. The 



39 

 

use of funding may very well go towards the maintenance of the army and other uses at the 

military regime’s discretion.       

Dependent Variables 

The dependent variables for my model are public health and education. Public health and 

education are appropriate measures that explain whether a regime is working to improve basic 

services for its population. For each policy area, several indicators of output are used to provide 

for further detail. Public health is measured by the total proportion of the population using 

improved sanitation facilities and the total proportion of the population with access to clean 

drinking water. Public education is measured by total net enrollment ratio in primary education 

and total net enrollment ratio in secondary education. Tilak’s research (1988) suggested that 

more foreign aid should be allocated to lower levels of education as it produces higher rates of 

return on investment than either secondary education or higher education. Stasavage (2005) 

found that democratically elected governments spend more on primary education than other 

levels of education. For this analysis, I include both primary education and secondary education 

for comparison.   

Total net enrollment ratio in primary education is a ratio of the total enrollment of 

children of official school age in primary school to the total population of children of primary 

school age. Total net enrollment ratio in secondary education is a ratio of the total enrollment of 

children of official school age in secondary school to the total population of children of 

secondary school age. I expect the result to indicate that single-party regimes will provide more 

education for their citizens. I expect personalist and military regimes to provide less education.  

Sanitation and drinking water measures can accurately represent public health, as both 

sources are necessary resources for people to have good health. The sanitation and drinking 
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water measures are expressed as ratios of those who have improved sanitation or access to clean 

drinking water to the total population. I expect single-party regimes to provide more public 

health services for their citizens. I expect personalist and military regimes to provide less public 

health services for their citizens.  

Other education measures I considered that would have been sufficient measures are 

secondary education completion rate, primary education completion rate for both sexes, female 

primary education completion rate, and female primary education enrollment. Other public 

health measures I considered that would have been sufficient measures are life expectancy, 

physicians per 1,000 people, and mortality rate. However, due to the number of missing 

observations for these measures, the four indicators in this research for both education and public 

health are the most logical measures to use. A sufficient amount of data is available for female 

enrollment ratio in primary education and female enrollment ratio in secondary education. 

However, after checking for correlation between female measures of enrollment with total 

measures of enrollment, the two sets of indicators were highly correlated. Therefore, I felt it was 

necessary to just use total net enrollment ratio for both primary school and secondary school as 

indicators of education. The existing literature suggests that enrollment measures for both 

primary and secondary education will be sufficient to measure increases in education funding by 

the different political regimes. Sanitation and drinking water measures can accurately represent 

public health, as both are necessary resources for people to have good health. 

 

Independent Variables 

The independent variables for my model are foreign aid and political regime types. I did 

not use democratic regimes as an independent variable. Instead, I selected democratic 
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institutionalization as one independent variable to illustrate that the level at which a democracy is 

institutionalized will demonstrate whether governments are more likely to pay attention to the 

needs of the population. The reason that I selected a democratic institutionalization measure 

instead of a separate regime for democracy is similar to the use of a democracy index in the 

research of Boone (1996) and Islam (2003). Both Boone and Islam used an indicator of political 

rights and civil liberties published by the Gastil (democracy) index in their analyses alongside 

other political regime types. The Gastil index is an ordinal ranking used by Freedom House. The 

higher the democracy score on the index, the greater the political rights and civil liberties in a 

country. My preference is to use the Polity IV data set. The democracy indicator is measured 

based on three elements: the presence of procedures and institutions through which citizens may 

exercise preferences about leaders and policies, constraints on the power of the executive, and 

the guarantee of civil liberties. A high democracy score on the scale means competitive political 

participation, elective executive branch, and more constraints on the executive branch.  

Personalist regimes, military regimes, and single-party regimes are the regime types used 

with the democratic institutionalization and civil liberties measure. Barbara Geddes (2003) coded 

authoritarian regime types according to a set of questions pertaining to the characteristics of each 

regime. The more ―yes‖ answers under a particular regime type to the ―no‖ answers placed that 

regime under that specific category. If a country received an equal scoring of ―yes‖ answers 

under more than one category, Geddes created hybrid regimes. 

According to the Geddes dataset, regimes are considered personalist if the leader forms a 

supportive party around himself, if he dismisses dissenting officers, or if he forces officers to 

retire when dissolving the current consulting council. These leaders have usually gained their 

power through military coups or through complete domination of single-party regimes.  
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Personalist regimes become dominated by one noticeable leader who has taken complete control 

of the policy agenda and has reduced the influence of all other persons, including the military.  

The personalist leader has personal control of the nation’s security, and no routine elections are 

held. To obtain higher office, one must be supportive of the political leader and have done 

something in exchange for support.        

Regimes are considered military if the leadership contains a military council. A group of 

high-level officers has the power to influence the policy agenda as well as personnel decisions 

while a particular officer may be the visible leader. The political leader should be succeeded by 

another fellow officer of the military. The military hierarchy remains an integral part of the 

regime, and the security of the nation is also the responsibility of the military. Seniority rather 

than loyalty is the primary criterion for promotion through the ranks of the officer corps. 

Dissenting officers are not murdered or harshly done away with as in personalist regimes.  

Regimes are considered single-party if a political party existed prior to the current leader 

assuming power. Even after the leader assumes power, the party still has influence over the 

policy agenda and personnel. Party membership is required for access to government jobs all the 

way down to the local level of government. Not to be confused with a single-party democracy, 

single-party authoritarian regimes have always controlled the executive after every election. 

Single-party regimes have members often considered civilians and only party membership is 

required to be considered for higher office. There is diversity in the party in regard to the 

backgrounds of its members. The political leader should not be succeeded by a family member or 

from his personal inner circle.      

Foreign aid is often measured by total official developmental assistance (ODA) to 

recipient nations. ODA consists of the loans and grants given to aid-recipient nations but only 
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includes economic and human development aid. Foreign aid for military purposes is excluded 

from total ODA in net disbursements. Scholars tend to favor the use of ODA as a measure for 

foreign aid because of the data’s availability to the public as well as being the most current 

information for all recipient countries every year.                    

 

Control Variables 

 The control variables for this analysis are total population, gross national income (GNI) 

per capita, savings, and consumption. These four control variables might influence the ability of 

a nation to provide public health and education for its population. Total population includes all 

residents in the country, regardless of citizenship. Population is controlled because governments 

may have difficulty providing public health and education for larger populations. Population is a 

proxy for the size of the economy, and the size of the economy is important in regard to foreign 

aid flows (Boone, 1996). The size of the economy may affect how much foreign aid donors will 

provide. Donors may favor smaller countries for political reasons. GNI per capita is the gross 

national income divided by the midyear population. GNI per capita is controlled because 

wealthier citizens may desire more public health and education from the government, and 

wealthier countries may be better at providing public services (Lake and Baum, 2001). Savings is 

the gross disposable income minus the final consumption expenditure. Savings is controlled 

because while there has been no agreement in prior research, foreign aid can affect savings in 

either a positive direction or a negative direction (Hansen and Tarp, 2000). Consumption is the 

expenditures incurred by the government on both individual consumption goods and services and 

collective consumption service. Consumption is controlled because while results have been 

mixed in prior empirical studies as to whether consumption has a relationship with economic 
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growth, it is possible consumption helps reduce poverty (Burnside and Dollar, 1998). Foreign aid 

can also increase consumption indirectly or directly through savings (Gupta, 1999). 

Summary 

 The central theory of the research project is that political leaders have incentives that 

encourage them to utilize foreign aid differently to provide more basic social services for their 

citizens. Political leaders have incentives that vary based on political regime type. According to 

Bueno de Mesquita et al., political leaders base their policy-making agenda on different goals 

and strategies of remaining in power and maximizing personal benefits. The main aim of the 

analysis in this research project is to examine whether foreign aid is used differently by 

governments to provide public health and education for their citizens across different political 

regimes types. My model is represented by four dependent variables, five main independent 

variables, and four control variables. In the following chapter, I extend the discussion for each 

specific indicator and outline the statistical techniques used for the model. The relationship 

anticipated by my theory can be shown below, where  equals each dependent variable of public 

health and education. The models are identical for all four dependent variables. 

 

 =  +  +  +  

+  +  +  +  + 

 +  +  

 

In summary, the incentives of different political regime types to provide more for their 

population through public health and education are hypothesized to be different from one 

another, which I derived from prior research and literature on foreign aid and political regimes. 

While I expect governments with more democratic institutionalization are better at providing 

public health and education for the population, the following hypotheses are as follows:    
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Hypothesis 1: The impact of foreign aid on public health and education 

expenditures should be lowest in a personalist regime.  

 

Hypothesis 2: The impact of foreign aid on public health and education 

expenditures should be greatest in a single-party regime.  

 

Hypothesis 3: The impact of foreign aid on public health and education 

expenditures in a military regime should not be greater than a single-party regime 

and should not be lower than a personalist regime. 

 

Hypothesis 4: Aid-recipient nations with more democratic characteristics provide 

more public health and education for their citizens. 
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CHAPTER V 

 

RESEARCH DESIGN 

 

The research design lays out the specific indicators and methodology used to test the four 

hypotheses laid out in the previous theory chapter. The hypotheses were tested using a number of 

different sources for the variables. I created a data set including 126 of 179 aid-recipient 

countries from the Organization for Economic Cooperation and Development (OECD) website. 

The 53 missing cases were excluded because of a lack of available data. This list of missing 

cases may be found in Appendix A. The time period for the analysis is from 1990 to 2007. There 

are two reasons that the time period is set within these 16 years. The time period from 1990 to 

2007 has the most available data on public health and education indicators. As mentioned in 

Chapter 3, the years during the Cold War and the years following the Cold War marked changes 

in terms of donor objectives and foreign aid effectiveness. Foreign aid is more effective for 

development post-Cold War (Dunning, 2004). Donors had geopolitical objectives during the 

Cold War that affected democratic reforms in developing nations.            

 

Data and Sources 

The dependent variables for public health consist of two indicators: total proportion of 

the population using improved sanitation facilities and total proportion of the population using 

improved drinking water sources
3
. The dependent variables for education consist of two 

indicators: total net enrollment ratio in primary education and total net enrollment ratio in 

                                                           
3
 The official list of Millennium indicators used to measure progress of MDGs includes both of these two health 

indicators phrased exactly as stated above. The World Bank uses the same indicator for water re-phrased as the 

―percentage of the total population with access to improved water sources.‖ Both definitions mean that people have 

access to protected water from either a household connection or a protected public tap. This indicator is sometimes 

used interchangeably with ―access to clean drinking water‖ (Feldman and Robare, 2007).  
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secondary education. The data for all four dependent variables was obtained from the World 

Bank
4
. Due to a lack of available data, the information obtained for the public health indicators 

are only given in 5-year intervals and may decrease the sample size in the analyses. The 

information obtained for the education indicators is also missing data and may decrease the 

sample size in the analyses as well. The improved sanitation facilities indicator is defined by the 

World Bank as the ratio of the number of people using improved sanitation facilities to the total 

population. The improved drinking water indicator is defined as the ratio of the number of people 

using improved drinking water to the total population. Improved drinking water is protected 

water for both drinking and bathing. The total net enrollment ratio in primary education is the 

ratio of total enrollment of children in primary school to the total population of children of 

primary school age. The total net enrollment ratio in secondary education is the ratio of total 

enrollment of children in secondary school to the total population of children of secondary 

school age.     

The independent variable, democratic institutionalization, was obtained from the Polity 

IV data set. The Polity IV data set contains a variable for democracy. The democracy indicator is 

coded on a scale from 0 to 10 with 10 having the most democratic characteristics and 0 having 

the least. The coding scale is based on competitiveness and openness of executive recruitment, 

constraint on chief executive, and competitiveness of political participation. The democracy 

indicator is measured based on three elements: the presence of procedures and institutions 

through which citizens may exercise preferences about leaders and policies, constraints on the 

power of the executive, and the guarantee of civil liberties. I use the democracy indicator from 

Polity IV not as representative of democratic regimes but as representative of democratic 

                                                           
4
 Data obtained from World Bank’s online database, World Development Indicators (2007). 
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institutionalization. When governments can make progress towards more democratic 

institutionalization, they have greater incentive to provide public health and education for their 

citizens.  Democratic institutionalization is used more as a measure of institutional quality than a 

measure for democratic regimes.   

Authoritarian regime types are measured as a series of dummy variables in the model. 

Dummy variables are created in this analysis to show if regime types utilize foreign aid 

differently in providing public health and education. The regime types are coded as 1 if the 

specific regime exists in the country and 0 if otherwise. Barbara Geddes (1999) created a data set 

using an array of secondary sources to classify variations as personalist, military, and single-

party. I used this data set instead of the data sets of the Polity Project because authoritarian 

regimes tend to receive the same score on the Polity scales. The Polity scales tend to treat 

different institutions and structures as though they were all identical. The Geddes data set 

distinguishes differences well between the regimes used for this analysis. Since the Geddes data 

set was not available in electronic form, I employed the use of the replication data used by 

Christian Davenport (2007) who coded according to Geddes’ data set and codebook. I also cross-

referenced the data with the classification of authoritarian regimes given by Geddes (2003) to 

make sure all authoritarian regimes coded the same way. A list of the authoritarian regime types 

and its regime classification can be found in Appendix B. I did not use the hybrid regimes as 

additional categories to my analysis. However, if a hybrid regime was personalist-military, 

personalist regimes and military regimes were both coded as 1.  



49 

 

Foreign aid, as an independent variable, is measured by ODA from the OECD Statistics
5
 

database. According to the OECD, ODA consists of loans and grants given to recipient nations. 

Recipient nations are determined by the Development Assistance Committee (DAC). ODA given 

by the DAC does not include foreign aid given by recipient countries to other developing 

countries but includes foreign aid aimed to improve economic or human welfare. ODA is 

measured in current prices (USD millions). 

The control variables are total population, gross national income per capita, savings, and 

general government consumption. The data for all control variables was obtained from the World 

Bank. Total population is measured in thousands and includes all residents in the country 

regardless of citizenship. GNI per capita is the dollar value of a country’s final output of goods 

and services in a year divided by its population. GNI per capita reflects the average income of a 

citizen. Savings is expressed as a percentage of the gross national product and is defined as the 

income minus the final consumption expenditure. Consumption is also expressed as a percentage 

of the gross national product and is defined as the expenditures incurred by the general 

government on both individual consumption goods and services and collective consumption 

services.        

 

Methodology 

The data for this research are panel data, or cross sectional time series data. Cross 

sectional time series data looks at the characteristics of entities, or countries in this case, 

observed across time. The methodology used with this cross sectional time series data is fixed 

effects estimation, the most conventional way to estimate cross sectional time series data. This 

                                                           
5
 OECD Statistics data for ODA, last updated April 2009, was obtained online from the ODA list of recipients by 

country. 
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method is most suitable for the current research project because the goal of the analysis is to 

explore whether political regime types will use foreign aid differently to provide more public 

health and education for their citizens. The fixed effects estimation allows us to control for 

differences in regime types across countries. The fixed effects assumption is that country-

specific effects are correlated with the independent variables. By including country-specific 

effects, the model is essentially creating a dummy variable for each country to assist in 

eliminating potential omitted variable bias. If I were to use an Ordinary Least Squares model, 

omitted variable bias would be a concern. That is, I cannot be certain that the model includes all 

relevant control variables. The benefit of using a fixed effects model and not a regular OLS 

regression is that the results of a fixed effects model can be more trusted than those of a regular 

OLS. 

The fixed effects estimation for this research project employs only country-specific 

effects, but it is also possible to include time effects in the model. It has been suggested that the 

fixed effects estimation for this research project include both country-specific effects and time 

effects. Including time effects in the model will separate out results by year. However, to include 

time effects in the fixed effects estimation would mean that all countries have data for all years. 

This is not the case for the data set of this research project. While the time frame for the data set 

ranges from 1990 to 2007, the information obtained for the variables is based on human 

development measures for all countries. Many countries do not report their data and the data set 

itself has many missing observations. The scattered information makes for an unbalanced data 

set. While the data set is unbalanced, there are still enough observations to correctly run the 

model. In an attempt to view the results for fixed effects estimation using country-specific effects 

and time effects, the model was then tested again and compared to the results presented in the 
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next chapter. The available results from the country-specific effects and time effects estimation 

are presented in Appendix C. 

There is one more important thing to note in a time series regression model. There is 

never an unbiased estimator of the population R-squared, meaning that the analysis in the next 

chapter need not include a discussion or further evaluation of bias in R-squared as caused by 

serial correlation (Wooldridge, 2008). The measures used in this model will still be consistent 

estimators of the population if R-squared appears to be too high.  The model is also checked for 

robust standard errors to control for heteroskedasticity. 
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CHAPTER VI 

 

RESULTS AND ANALYSIS 

 

This chapter summarizes the findings of the analyses and discusses the results. The 

following chapter goes into further depth on the discussion of a few implications from this study. 

The main aim of the analysis in this research project is to examine whether foreign aid is used 

differently to provide public health and education for their citizens across different political 

regimes types. The 126 countries used in the analysis are all aid-recipient nations, with 

information obtained from OECD.  

 

Public Health 

  

The results for the total proportion of the population using improved sanitation facilities 

are presented in Table 1. ODA has no effect on improved sanitation facilities for aid-recipient 

nations. Governments of aid-recipient nations do not use foreign aid funds to provide more 

improved sanitation facilities for their citizens. I expected more democratic institutionalization in 

aid-recipient nations to increase the government’s provision for improved sanitation facilities, 

but democratic institutionalization in Table 1 is not statistically significant. More democratic 

characteristics in aid-recipient nations do not make a difference in improving sanitation facilities. 

I expected single-party regimes to provide more improved sanitation facilities than either 

personalist or military regimes, but none of the authoritarian regimes are statistically significant. 

According to Table 1, there is no difference across authoritarian regime types of aid-recipient 

nations with respect to the provision of improved sanitation facilities for their citizens.  
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I expected governments of aid-recipient nations to have more difficulty providing public 

services for larger populations. Therefore, a government’s ability to provide improved sanitation 

facilities should decrease as population size becomes larger. According to Table 1, as the 

population size becomes larger, a government’s ability to provide improved sanitation facilities 

increases by 1.06%, all else constant. Total population is also statistically significant at the 0.1% 

level. Contrary to expectations, governments of aid-recipient nations do not have more trouble 

providing improved sanitation facilities as their population size increases. I expected countries 

with wealthier citizens to demand more improved sanitation facilities from their government. 

With wealthier citizens, governments should be able to provide more improved sanitation 

facilities. Therefore, providing for wealthier citizens should increase a country’s improved 

sanitation facilities. According to Table 1, for every dollar increase in GNI per capita, a 

government’s ability to provide improved sanitation facilities increases by 0.03%, all else 

constant. GNI per capita is also statistically significant at the 5% level. This means that wealthier 

countries are better at improving sanitation facilities. Neither savings nor consumption is 

statistically significant.  
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Table 1 

Total Proportion of the Population Using Improved 

Sanitation Facilities 

   

 

   b SE 

Main Effects 

  (Log) ODA 0.79 0.73 

Democratic Institutionalization 0.34 0.21 

Personalist Regime -1.48 1.33 

Military Regime 1.24 1.08 

Single-Party Regime 0.49 1.61 

   Control Variables 

  (Log) GNI per capita 0.03* 0.01 

Total Population 1.06*** 1.93 

Savings 0.15 0.06 

Consumption 0.03 0.08 

   (constant) 32.41*** 4.89 

   N= 204 

  R squared= 0.99 

  F(9,110)     

*significant at 5% level; **significant at 1% level; 

***significant at 0.1% level 
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The results for the total proportion of the population using improved drinking water are 

presented in Table 2. ODA has no effect on improved drinking water for aid-recipient nations. 

Similar to the results for improved sanitation facilities, governments of aid-recipient nations do 

not use foreign aid funds to provide more improved drinking water for citizens. I expected more 

democratic institutionalization in aid-recipient nations to increase the population’s access to 

improved drinking water. According to Table 2, more democratic institutionalization increases 

access to clean drinking water by 0.95%, all else constant. Democratic institutionalization is also 

statistically significant at the 0.1% level. This means that aid-recipient nations with more 

democratic characteristics provide more improved drinking water for citizens. I expected citizens 

of single-party regimes to have more access to improved drinking water than either personalist or 

military regimes. According to Table 2, citizens have more access to improved drinking water by 

6.04% if their country is a single-party regime, all else constant. Single-party regimes are also 

statistically significant at the 5% level. Both personalist and military regimes are not statistically 

significant.  

Similar to the results found for improved sanitation facilities, both total population and 

GNI per capita are statistically significant. According to Table 2, as the population size becomes 

larger, the government’s ability to provide access to improved drinking water increases by 

1.51%, all else constant. Total population is statistically significant at the 0.1% level. 

Governments of aid-recipient nations do not have trouble providing improved drinking water for 

increases in their population size. Also contrary to expectations, for every dollar increase in GNI 

per capita, a government’s ability to provide access to improved drinking water decreases by 

0.04%, all else constant. GNI per capita is statistically significant at the 1% level. Wealthier 
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nations are not better than poorer nations at providing improved drinking water for citizens. 

Again, neither savings nor consumption is statistically significant. 

 

Table 2 

Total Proportion of the Population Using Improved 

Drinking Water 

 

   b SE 

Main Effects 

  (Log) ODA 1.64 1.00 

Democratic Institutionalization 0.95*** 0.26 

Personalist Regime 1.29 2.15 

Military Regime 1.12 3.02 

Single-Party Regime 6.04* 3.06 

   Control Variables 

  (Log) GNI per capita -0.04** 0.02 

Total Population 1.52*** 3.25 

Savings 0.12 0.11 

Consumption -0.06 0.16 

   (constant) 46.59*** 6.53 

   N= 208 

  R squared= 0.95 

  F(9,112)     

*significant at 5% level; **significant at 1% level; 

***significant at 0.1% level 
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Education 

  

The results for total net enrollment in primary education are presented in Table 3. The 

previous results for public health suggested that ODA has no effect on the likelihood of aid-

recipient nations to provide improved sanitation facilities and improved drinking water. 

According to Table 3, ODA has a positive effect on primary education enrollment, and ODA is 

statistically significant at the 5% level. Governments of aid-recipient nations use foreign aid to 

increase enrollment in primary education. I expected aid-recipient nations with more democratic 

institutionalization to have higher enrollment in primary education. According to Table 3, more 

democratic institutionalization in aid-recipient nations increases primary education enrollment by 

1.64%, all else constant. Democratic institutionalization is statistically significant at the 1% 

level. Aid-recipient nations with more democratic characteristics have higher enrollment in 

primary education than aid-recipient nations with less democratic characteristics. I expected 

single-party regimes to have higher enrollment in primary education than either personalist or 

military regimes, but none of the authoritarian regimes are statistically significant. According to 

Table 3, there are no differences in primary education enrollment for authoritarian regime types 

of aid-recipient nations.  

Total population is not statistically significant in Table 3. Total population has no effect 

on enrollment for primary education. According to Table 3, wealthier countries have higher 

enrollment in primary education than poorer countries. For every dollar increase in GNI per 

capita, enrollment in primary education increases by 0.11%, all else constant. GNI per capita is 

statistically significant at the 1% level. Savings and consumption are not statistically significant.  
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Table 3 

Total Net Enrollment in Primary Education  

 

   b SE 

Main Effects 

  (Log) ODA 2.02* 0.91 

Democratic Institutionalization 1.64*** 0.35 

Personalist Regime -6.42 5.76 

Military Regime 2.25 5.86 

Single-Party Regime -2.49 6.27 

   Control Variables 

  (Log) GNI per capita 0.11*** 0.02 

Total Population 4.11 6.37 

Savings 0.18 0.11 

Consumption 0.64 0.27 

   (constant) 63.16*** 7.41 

   N= 475 

  R squared= 0.84 

  F(9,377)     

*significant at 5% level; **significant at 1% level; 

***significant at 0.1% level 
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The results for total net enrollment in secondary education are presented in Table 4. 

While ODA has a positive effect on primary education enrollment, ODA has no effect on 

secondary school enrollment. Governments of aid-recipient nations do not use foreign aid funds 

to increase enrollment in secondary education. I expected aid-recipient nations with more 

democratic institutionalization to have higher enrollment in secondary education. According to 

Table 4, more democratic institutionalization in aid-recipient nations increases secondary 

enrollment by 0.79%, all else constant. Democratic institutionalization is statistically significant 

at the 0.1% level. Aid-recipient nations with more democratic characteristics have higher 

enrollment in secondary education than aid-recipient nations with less democratic characteristics. 

I expected single-party regimes to have higher enrollment in secondary school than either 

personalist or military regimes. Contrary to expectations, secondary school enrollment increases 

by 5.15% if an aid-recipient nation is a military regime, all else constant. Military regimes are 

statistically significant at the 0.1% level. Personalist and single-party regimes are not statistically 

significant.  

Total population and GNI per capita are both statistically significant. The larger the 

population in aid-recipient nations, enrollment in secondary education increases by 2.58%, all 

else constant. Total population is statistically significant at the 0.1% level. Governments of aid-

recipient nations experience higher enrollment in secondary education when their population size 

increases. According to Table 4, wealthier countries have higher enrollment in secondary 

education than poorer countries. For every dollar increase in GNI per capita, enrollment in 

secondary education increases by 0.08%, all else constant. GNI per capita is statistically 

significant at the 0.1% level. Neither savings nor consumption is statistically significant.     
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Table 4 

Total Net Enrollment in Secondary Education  

 

   b SE 

Main Effects 

  (Log) ODA -1.15 0.88 

Democratic Institutionalization 0.79*** 0.18 

Personalist Regime -0.38 1.46 

Military Regime 5.15** 1.64 

Single-Party Regime -1.03 2.13 

   Control Variables 

  (Log) GNI per capita 0.08*** 0.03 

Total Population 2.58*** 2.79 

Savings 0.10 0.06 

Consumption 0.07 0.14 

   (constant) 24.43*** 4.92 

   N= 436 

  R squared= 0.95 

  F(9,338)     

*significant at 5% level; **significant at 1% level; 

***significant 0.1% level 
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CHAPTER VII 

 

DISCUSSION AND CONCLUSION 

 

This research project sought to investigate whether foreign aid is used differently by 

governments to provide public health and education for citizens across different political regime 

types. I assume that political leaders of each regime type behave differently from leaders of other 

regime types to reach their political survival goals. Their political survival goals, as suggested by 

Bueno de Mesquita et al. (2003), are to maximize personal benefits and to remain in office. The 

political behavior of leaders affects how foreign aid is effective because political leaders make 

decisions on both aid allocation and spending on basic social services. To summarize the 

analysis of the previous chapter, the results indicate that foreign aid has a positive effect on total 

enrollment in primary education. Governments of aid-recipient nations use foreign aid to assist 

primary education and help increase enrollment but not secondary education or public health. 

The primary education enrollment finding supports Tilak’s study (1988) that foreign aid should 

be allocated primary education as it produces higher rates of return on investment than secondary 

education.  

Table 3 on primary education enrollment also indicates that more democratic 

institutionalization, or democratic characteristics, also increases enrollment in primary education. 

According to the definition of democracy given by Polity IV, higher institutionalized democracy 

means unrestricted and more competitive political participation, an elective executive branch, 

and substantial constraints on the executive branch. It is a possibility that primary education 

spending may be more salient to voters in nations that have more democratic institutionalization 

than others. The democratic institutionalization findings support Stasavage’s study (2005) that 
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more democratically elected governments spend more on primary education. The positive effect 

democratic institutionalization has on human development outcomes in aid-recipient nations is 

not surprising. It has been well supported in existing literature that democratic governments tend 

to provide more for their citizens because they are held more accountable to them.  

One of the eight goals of the Millennium Development Goals is to achieve universal 

education. Because so many children are denied the opportunity to attend primary school, the 

MDGs set out to ensure that all children enroll and complete primary education by the year 2015. 

Based on the results of this research project, foreign aid increases enrollment in primary 

education in recipient nations. While foreign aid increases enrollment in primary education by a 

small percentage (2%), perhaps more direct aid for education is needed to help nations progress 

towards achieving universal education by 2015. If foreign aid benefits children’s educational 

development, aid that is specific and aimed towards primary education would increase the 

effectiveness of foreign aid to developing nations. Perhaps direct foreign aid to education would 

be more useful than allocating foreign aid to serve economic policies of governments that may 

not be used to reduce poverty.   

 The results of this research project for foreign aid and public health are not as 

encouraging as the results for primary education. According to the results, governments do not 

use foreign aid to help improve public health measures such as improved sanitation facilities and 

improved drinking water (with the exception of single-party regimes and improved drinking 

water). However, one cannot deny that good health is instrumental for improving education 

enrollment as well. Poor health would affect a child’s ability to attend school and complete his or 

her primary school education (Cornia and Menchini, 2007). Improvements in human 

development should include both health and education to contribute to sustaining economic 
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growth, since health is very essential to education. A possible explanation for the lack of effect 

of foreign aid on public health may be an empirical problem. Perhaps life expectancy or child 

mortality rates are better measures than improvements in sanitation or drinking water.  

The overall results also indicate that political regime types show little difference from 

one another in providing public health and education for their citizens. Single-party regimes have 

a positive effect on providing improved drinking water for their citizens, and military regimes 

have a positive effect on secondary education enrollment. With the exception of single-party 

regimes and improved drinking water and military regimes and secondary education enrollment, 

there appears to be little support for the authoritarian regimes hypotheses. The results for the 

differences across political regime types for all four public health and education measures were 

surprising because the results were not only inconsistent across the four measures but not as 

expected from the theory. The reason that military and single-party regime types are significant 

is also puzzling. It was expected that single-party regimes improve drinking water more than any 

other authoritarian regime type, but single-party regimes have no effect on other measures. 

Military regimes were not expected to have a positive effect on secondary education enrollment, 

but it was the only authoritarian regime shown to be statistically significant to secondary 

education enrollment. The results show that there seems to be more support for the 

institutionalized democracy hypothesis than support for the authoritarian regimes hypotheses. 

The overall results also appear to indicate that governments are able to accommodate 

public health and secondary education to increasing population sizes. Higher incomes (GNI per 

capita) among citizens in aid-recipient nations have a positive effect on public health and 

education, with the exception of improved drinking water. Wealthier countries have more 
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funding for education and improved sanitation facilities than poorer countries. Higher incomes 

actually have a negative effect on improved drinking water for aid-recipient nations. 

What we have learned from this research project is that the debate on foreign aid and 

political regimes types is far from over. Prior research on political regimes by Boone (1996) 

showed that regime types do not use foreign aid differently; Islam (2003) showed that regime 

types do use foreign aid differently. Until Boone’s and Islam’s research, there had not been many 

studies on how the impact of foreign aid varies with type of political regimes. Although this 

research project contributes to the small subfield of the foreign aid literature, the results 

presented here are not consistent across health and education indicators. What is needed for 

further investigation is simply more research on foreign aid, human development, and political 

regimes. It is not unreasonable to assume that political leaders allocate foreign aid funding based 

on maximizing their utility or incentives. It is also not unreasonable to assume that their 

decisions may affect how improvements in human developments are made in their nation. 

Political leaders still have political goals that they seek to achieve by working within their 

institutional settings. Further avenues of research may also include using different health and 

education indicators, if enough data is available. Life expectancy or infant mortality rates may 

indicate different results across political regime types than improved sanitation facilities and 

drinking water.   

My research project matters in two ways. One way is that the research adds to the foreign 

aid literature regarding political regimes. As a small part of the foreign aid literature, there is still 

room for debate as to whether political regimes matter to the effectiveness of foreign aid. The 

second way my research matters is how the research incorporates improving human 

development. There has not been research that has included the role of political regime types in 
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affecting the achievement of human development in aid-recipient nations. Research now focused 

on foreign aid and economic growth tends to only focus on policy environment of aid-recipient 

environments. The main purposes of foreign aid - to reduce poverty and promote economic 

growth - do not have to be examined solely on macroeconomic policy to determine whether 

foreign aid is effective for developing nations. Foreign aid programs may help improve public 

health and education while also helping to sustain economic growth in the long run.     
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APPENDIX A 

OMITTED AID-RECIPIENT CASES 
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1. Anguilla 28. Mayotte 

2. Antigua and Barbuda 29. Micronesia, Fed. States 

3. Aruba 30. Montserrat 

4. Azerbaijan 31. Nauru 

5. Bahamas 32. New Caledonia 

6. Barbados 33. Niue 

7. Belize 34. Northern Marianas 

8. Bermuda 35. Palau 

9. Bosnia-Herzegovina 36. Palestinian Adm. Areas 

10. Brunei 37. Samoa 

11. Cape Verde 38. Sao Tome & Principe 

12. Cayman Islands 39. Seychelles 

13. Chinese Taipei 40. St. Helena 

14. Cook Islands 41. St. Kitts-Nevis 

15. Côte d'Ivoire 42. St. Lucia 

16. Falkland Islands 43. St.Vincent & Grenadines 

17. French Polynesia 44. States Ex-Yugoslavia 

18. Gibraltar 45. Suriname 

19. Grenada 46. Timor-Leste 

20. Hong Kong, China 47. Tokelau 

21. Indus Basin 48. Tonga 

22. Kiribati 49. Turks and Caicos Islands 

23. Kyrgyz Republic 50. Tuvalu 

24. Macao 51. Vanuatu 

25. Maldives 52. Virgin Islands (UK) 

26. Malta 53. Wallis & Futuna 

27. Marshall Islands 
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APPENDIX B 

AUTHORITARIAN REGIME CLASSIFICATIONS 

  



69 

 

  

Country Years Regime Type 

Afghanistan 1990-1995 Personalist 

Afghanistan 1990-1992 Single-party 

Albania 1990-1991 Single-party 

Algeria 1990- Military 

Algeria 1990-1992 Single-party 

Angola 1990- Single-party 

Bangladesh 1990 Personalist 

Benin 1990-1991 Personalist 

Botswana 1990- Single-party 

Burkina Faso 1990- Personalist 

Burundi 1990-1993 Military 

Burundi 1996- Personalist 

Cambodia 1997- Personalist 

Cambodia 1990; 1997- Single-party 

Cameroon 1990- Personalist 

Cen African Rep 1990-1994 Military 

Cen African Rep 1990-1994 Personalist 

Chad 1990- Personalist 

China 1990- Single-party  

Congo, Rep. 1990-1992 Military 

Congo, Rep. 1993- Personalist 

Congo, Rep. 1990-1992 Single-party  

Cuba 1990- Personalist 

Cuba 1990- Single-party  

Egypt 1990- Military 

Egypt 1990- Personalist 

Egypt 1990- Single-party  

Ethiopia 1990-1991 Military 

Ethiopia 1990-1991 Personalist 

Ethiopia 1994- Single-party  

Gabon 1990- Personalist 

Gabon 1990- Single-party  

Ghana 1990- Personalist 

Guinea 1990- Personalist 

Guinea-Bissau 1990- Personalist 

Haiti 1990-1994 Military 

Haiti 1995- Personalist 

Haiti 1995- Single-party  
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Country Years Regime Type 

Indonesia 1990- Military 

Indonesia 1990- Personalist 

Indonesia 1990- Single-party  

Iraq 1990- Personalist 

Kenya 1990- Single-party  

Korea, Dem. Rep. 1990- Personalist 

Korea, Dem. Rep. 1990- Single-party  

Laos 1990- Single-party  

Liberia 1990 Personalist 

Libya 1990- Personalist 

Madagascar 1990-1993 Personalist 

Malawi 1990-1994 Personalist 

Malaysia 1990- Single-party  

Mali 1990-1991 Personalist 

Mauritania 1990- Military 

Mauritania 1990- Personalist 

Mexico 1990- Single-party  

Mozambique 1990- Single-party  

Myanmar (Burma) 1990- Military 

Nicaragua 1990 Single-party  

Niger 1990-1993 Military 

Niger 1990-1993; 1996- Personalist 

Nigeria 1990- Military 

Nigeria 1993- Personalist 

Paraguay 1990-1993 Military 

Paraguay 1990-1993 Personalist 

Paraguay 1990-1993 Single-party  

Rwanda 1990- Military 

Rwanda 1990-1994 Single-party  

Senegal 1990- Single-party  

Sierra Leone 1992-2001 Military 

Sierra Leone 1992-2001 Personalist 

Sierra Leone 1990-1992 Single-party  

Singapore 1990- Single-party  

 

  



71 

 

Country Years Regime Type 

Somalia 1990 Personalist 

Sudan 1992- Military 

Sudan 1992- Personalist 

Syria 1990- Military 

Syria 1990- Personalist 

Syria 1990- Single-party  

Tanzania 1990- Single-party  

Togo 1990- Personalist 

Tunisia 1990- Single-party  

Uganda 1990- Personalist 

Vietnam 1990- Single-party  

Yemen 1990- Personalist 

Zambia 1990-1991 Single-party  

Zimbabwe 1990- Single-party  
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APPENDIX C 

ALTERNATIVE RESULTS FOR FIXED EFFECTS ESTIMATION: COUNTRY-SPECIFIC 

EFFECTS AND TIME EFFECTS  
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It has been suggested that the fixed effects estimation for this research project include 

both country-specific effects and time effects. Including time effects in the model will separate 

out results by year. However, to include time effects in the fixed effects estimation would mean 

that all countries have data for all years. While the time frame for the data set ranges from 1990 

to 2007, the information obtained for the variables is based on human development measures for 

all countries. Many countries do not report their data and the data set itself has many missing 

observations. The scattered information makes for an unbalanced data set. The available results 

from the country-specific effects and time effects estimation are presented here. 
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C.1 

Total Net Enrollment in Primary Education  

 

   b SE 

Main Effects 

  (Log) ODA 1.53 0.93 

Democratic Institutionalization -0.25 0.35 

Personalist Regime -5.92 0.03 

Military Regime -0.33 4.03 

Single-Party Regime 6.19 3.68 

   Time Effects 

  1991 3.58 0.41 

1995 9.56 1.08 

1999 13.35 8.99 

   Control Variables 

  (Log) GNI per capita -0.03 0.95 

Total Population -2.04*** 6.12 

Savings -0.18* 0.09 

Consumption 0.72*** 0.21 

   (constant) 70.89 10.86 

   N= 405 

  R squared= 0.88 

  F(22,296)     

*significant at 5% level; **significant at 1% level; ***significant at 0.1% level 
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C.2 

Total Net Enrollment in Secondary Education  

 

   b SE 

Main Effects 

  (Log) ODA -0.85 0.56 

Democratic Institutionalization -0.19 0.20 

Personalist Regime -2.49 1.95 

Military Regime 4.15 2.33 

Single-Party Regime 2.63 2.13 

   Time Effects 

  1991 0.07 4.79 

1995 2.74 4.88 

1999 5.78 4.97 

   Control Variables 

  (Log) GNI per capita -0.01 0.06 

Total Population 1.26*** 3.38 

Savings -0.09 0.05 

Consumption -0.04 0.13 

   (constant) 31.87 6.27 

   N= 367 

  R squared= 0.96 

  F(23,258)     

*significant at 5% level; **significant at 1% level; ***significant at 0.1% 

level 
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