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altruistic explanations for development assistance, which here are linked to different within-donor determinants. This study uses a panel data set consisting of twenty-seven members of the Dev


to what extent these factors affect Official Development Assistance (ODA) effort. Against expectations, the analysis finds no significant effect of corporatism and type of political system on ODA 


rate impacts ODA effort negatively for Western European donors, whereas GDP growth rate has a positive effect on ODA for Eastern European donors. Moreover, right-wing parties correspond t


ideology lacks a significant effect on ODA in Western Europe. Speculated hypotheses for further qualitative research are offered for these effects. Theoretically, the findings tend to support the e


development approaches, rather than the altruistic reading suggested by liberal and constructivist approaches. In any case, the results demonstrate that suitable consideration should be given to
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6 1. Introduction Foreign aid is here to stay. Since its post-war origins, modern foreign aid has grown to be an indispensable part of international relations and a significant fraction of internationa
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the Organisation for Economic Co-operation and Development’s (OECD) “


gold standard of foreign aid” (OECD, 2024c), Official Development Assistance (ODA), made up 28% of all international finance for the least developed countries (Rickard, 2023). That same year, th


dollar (USD; World Bank, n.d.-b). Despite its consolidated, “widespread and familiar” status, however, foreign aid remains a politically salient topic in donor countries, as proponents and opponen


effectiveness (Lancaster, 2007, p.1). Whether foreign aid has had a significant impact on development in recipient countries remains a matter of fierce debate in academic as well as policy circles


regarding the quantity and make-up of their ODA contributions, there are considerable differences between the relative aid quantities provided by the West’s largest donors, who have united the


(DAC). In 2023, the largest relative donor country was close to 8 times more generous than the two smallest relative donors, which contributed only 0.14% of their GNI (OECD, 2024c). Of the thi


contributing 0.7% of their gross national income (GNI) annually, only eight have ever met this goal (OECD, n.d.-b) 1 . Despite the mutual and seemingly straightforward nature of the 0.7% target, i


2024c), and donor country-specific data show a similarly irregular progression over time. Given this, and considering the volume of aid flows and the doubts about its effectiveness, it is worthwh


to what extent. Consequently, foreign aid has been a longtime subject of political science research. Morgenthau explored in 1962 his own theory of the most “baffling” 1 Of the thirty-two curren


Switzerland was not yet a member of the United Nations at the time of the 1970 UN Resolution which originated it, and the United States was not at the time “in a position to accept specific targ


the Netherlands, Norway, Denmark, Finland, Luxembourg, Germany and the United Kingdom have at some point met the target.


7 of foreign policy innovations, and concluded that foreign aid should not be viewed as a purely economic endeavor targeting development, but instead as part of political policy of a given dono


1962, p.301). Six decades later, this insight seems to have been forgotten. Regardless of whether one adopts this realist perspective, foreign aid should be understood within the framework of for


not account for the different purposes of giving aid, instead focusing on whether aid ‘works’ in terms of stimulating development and mitigating poverty in the global South (for examples, see the


2009). Political scientists have endeavored to find out why states give aid to begin with, but mainly focus on recipient-country factors such as humanitarian need (e.g., Al Daia et al., 2014; Kang &


political policy has been neglected. Peiffer and Boussalis (2015) suggest there are four possible frameworks to research aid decisions: the recipient’s need for foreign aid, the institutional environm


recipient, and within-donor dynamics. Extant research into the first three strands has shown mixed results as to whether aid allocation decisions are “poverty selective” (need-based), “policy sele


these frameworks explains donor countries’ aid decisions, although it seems that the need- based framework may have less explanatory power than the “selfish”, donors’ interests-based third fra


2022). The fourth framework, within-donor dynamics, is the neglected domestic part of the aid equation. Factors such as saliency of recipient need, public support for foreign aid, the state of the


have scarcely been researched. Therefore, it is the aim of this study to understand which domestic factors influence the quantity of aid given by donor countries, and to which extent these facto


follows: How do domestic factors within donor countries influence volume of contributions to Official Development Assistance? What little research there is into within-donor dynamics consists


differentiating between cases and deeply analyzing the structures and political factors present in one country. The main advantage of quantitative research, on the


8 other hand, is the generalizability of its results; examining which factors, by and large, matter for all donor countries. As such, Peiffer and Boussalis (2015) recommend quantitative analyses to a


quantitative analysis into donor- country factors that impact ODA decisions is therefore conducive to advancing scientific knowledge on this topic. Moreover, ODA is a highly societally relevant t


is still being scrutinized, there is undeniably some economic or societal impact on recipient countries, be it positive, negative, or entirely dependent on factors that cannot easily be determined w


Studying which factors move a donor country to increase or decrease its contribution to ODA can inform policymakers, international organizations and non-governmental organizations (NGOs)


the global dynamics underlying ODA-based development strategies. To understand under which circumstances donors provide more or less aid is perhaps to understand how to stimulate aid-g


considerable changes the aid regime has been undergoing since non-DAC donors have been gaining in number, magnitude and prevalence. Examining factors that impact traditional donors is a


This study attempts to determine which domestic political factors influence the volume of aid given by donor countries by using a panel data analysis. First, the following literature review explore


determines which factors should be included in the model. The hypotheses that follow are then applied in a panel data model that contains data from twenty-seven DAC members from 2000 u


for quantity of ODA on the donor-country level. Based on the results, it becomes clear to what extent the domestic political conditions of donor countries affect their aid volume. The panel data


cases in order to offer suggestions for further qualitative research. Finally, the conclusion and discussion offer a reflection on the results and the research process, with additional prompts for fut


9 2. Literature review This chapter consists of a literature review of four International Relations theories and their readings of foreign aid – realism, post-development theory, liberalism, and cons


about domestic factors that impact aid quantity. Qualitative and quantitative findings from extant literature are also considered. This review results in expectations of the effects of several domes


to control for in the model that will be formulated in later chapters. First, however, a short definition and historical overview of foreign aid are in order. 2.1 Defining aid As is common for such top


scholars who concern themselves with aid. Lancaster (2007, p.9), for example, considers


foreign aid to be
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a “voluntary transfer of public resources, from a government to another independent government, to an NGO, or to an international organization … one goal of which is to better the human con


This


is slightly broader than the definition given by Arvin and Lew (2015, p.1) at the beginning of their Handbook on the Economics of Foreign Aid, which includes only a transfer “from richer countries


possible “other objectives with political, strategic or commercial imperatives” that aid may entail. Arase (2010, p.1) on the other hand, excludes such motives, defining foreign aid as “a negotiated 


improving its economic and social welfare”. Most probably, Morgenthau was correct when he wrote that the only aspect all aid has in common is that it is a transfer “from one nation to another”


multilateral aid. Considering the preeminence of the DAC in the aid world, this study focuses on ODA specifically. Instead of suggesting another definition here, it is therefore best to use the defin


foreign aid


is simply “
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government aid that promotes and specifically targets the economic development and welfare of developing countries” (OECD, 2024


c). The







specific definition for ODA has some notable in- and exclusions that are dealt with in the following chapter, but in short, ODA includes bilateral development projects, multilateral ODA, humanita


(OECD, 2024c).


10 2.2 Aid throughout modern history and the DAC as value community While some small-scale disaster relief was provided to foreign nations by the United States and European states during th


appeared in the United States post-World War Two, first as the Marshall plan and later as capital transfers to global South countries starting in the 1950s 2 , which the Soviet Union also engaged i


antecedent to modern foreign aid is the development assistance provided by colonial powers, which often continued post- independence for a variety of reasons including preserving European


commercial interests (Chiba & Heinrich, 2019). During this foundational era of foreign aid, several international organizations were founded with the explicit purpose of designing and governing a


Administration (UNRRA) and the International Bank for Reconstruction and Development (IBRD) were founded during the 1940s to structure, implement and fund the post- war reconstruction. T


to implement aid programs, but rather as a forum where policy discussions regarding aid and aid harmonization could take place between donors (Carey, 2021). Far from being a neutral arena, th


and the “custodians” of ODA (Kragelund, 2008, p.556; Moorehead, 2021, p.12), acting as enforcer of its values within the aid community. It can be concluded from its own writings that the DAC i


dynamics – it does not “apologize for its values”, according to former chair Susanna Moorehead (Moorehead, 2021, p.12). Not uncontroversially, the United States held onto its status as the globa


organizations during the remainder of the 20 th century. The DAC especially was “an important vehicle for U.S. leadership” according to former chair John Brian Atwoord (Atwood, 2018, p.3). Fo


who has “significant status” and influence internationally, for close to forty years (Carey, 2021, 2 Generally, in the context of foreign aid, developing countries or global South countries are those o


upon and revised regularly by the members of the DAC. The list is based first and foremost on GNI per capita and includes among others all of the least developed countries. Countries lose their


threshold for three consecutive years (OECD, n.d.-a).


11 p.14). This dominance was met with resistance from inside and outside of the DAC, but eventually, “infighting in Washington … rather than high-level diplomacy in Paris decided the fate [of the


States leadership, the main purposes of aid remained post-war reconstruction and economic development. However, aid gained a new purpose in both Europe and the United States during the 


of neoliberalism through conditional loans provided by the World Bank. Trade liberalization, deregulation and privatization also guided aid provided to former Soviet nations to ease the capitalist 


more bottom-up approach to development took shape within developmental NGOs (Szabó et al., 2020). Arase (2010, p.8) asserts that the top-down Washington Consensus approach did “little o


the economic crises of the 1990s meant there was room for a “new aid agenda”, under the leadership of both the United Nations (UN) and the DAC. Development partnerships with roles for civi


and strict conditionality. Loans, debt relief and grants had by this point all become typical forms of aid. 2.3 Changing aid dynamics Foreign aid is now a widespread practice engaged in not only b


countries, referred to as non-DAC donors. For example, Türkiye is a substantial aid provider within its own region (Smith, 2011), and the sharp increase in both Chinese and Russian aid have resul


not a strictly new phenomenon,
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Brazil, Russia, India, China and South Africa (also referred to as the BRICS countries)


account for increasingly large sums of aid, and also have a fundamentally different relationship with aid recipients: one of South-South cooperation, rather than the traditional North-South aid dy


agenda, supported by the UN and the International Monetary Fund, is being increasingly called into question, with some scholars “uncritically celebrating” non-DAC donor aid simply because it is


aid (Kim & Lightfoot, 2011, p.715).


12 The DAC therefore faces several perceived issues relating to the rise of non-DAC donors, including concerns about being replaced by some alternative forum for donors in which current DAC


2011). Furthermore, Western donors are increasingly concerned about non-compliance with DAC aid standards, calling into question if non-DAC donors such as China are using aid as a vehicle 


emergence of non-DAC donors represents a significant change in aid dynamics, the DAC remains the leader of the global aid regime as of now, and it remains worthwhile to study the motivatio


question why states give aid at all persists. The reason aid remains a topic of scholarly research and societal debate some sixty years after Morgenthau’s exploration could be because of its inhere


foreign aid is concurrently an “ancient tradition” (Arase, 2010, p.1) and one of the “real innovations” of the modern age (Morgenthau, 1962, p.301); controversial and at the same time “familiar and


consensus as to its effectiveness – it might still be a “wasteful and indefensible operation” as Morgenthau feared (p.301). Foreign aid expenditures are strictly governed at the international level, w


politics. Perhaps its biggest contradiction, which was present at its inception and is still a characteristic of all forms of aid: it is both selfish and selfless. 2.4 The egoism-vs-altruism debate Aptly, P


theories’ takes on foreign aid, broadly distinguishes between theoretical perspectives that have an egoistic explanation of aid – realism and post-development – and those with a more humanita


also be sorted into the same categories along a different line: the egoistic theories theorize at the state level, and tend not to consider domestic factors, whereas the humanitarian theories gener


this are inherent to the four theories and are dealt with below. Citing a deficit of foreign aid studies rooted in International Relations theory, Pauselli calls for empirical research that incorporates t


discipline. Following this and acknowledging the importance of theory for quantitative


13 research, these four perspectives and their views on aid at the more abstract level are discussed first, beginning with realism. 2.4.1 Realism Realist analyses understand international relations as


states pursue in search of power and security. Following from this worldview, the realist understanding of foreign aid assumes international affairs affect domestic politics, but not vice-versa, as s


system. The dominant realist perspective on foreign aid was developed by Morgenthau and has already been touched upon briefly. In his view, only one of six types of aid, humanitarian aid, is in 


The other five types of


foreign
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aid – subsistence aid, military aid, prestige aid, bribery, and aid for economic development –


have explicit political aims (Morgenthau, 1962). In fact, Morgenthau writes that aid for economic development is commonly just bribery in new bags: the state interests that drive bribery are still t


considered acceptable. In his view, a new international norm affected only the procedures surrounding, not the nature of, bribery between states. Another important tenet of this realist view is th


is generally ineffective: Edward Banfield holds in 1963 that “only in the most backward of countries can either kind of aid make a crucial difference” (Banfield, 1963, cited in Malacalza, 2020). Lanc


foreign aid is a “tool of hard- headed diplomacy”, and any impact on development or poverty is not its ultimate goal, but instead incidental. The real goal of foreign aid is to maintain the national 


the temptations of communism or terrorism” (p.3) or forming alliances with nearby states (Pauselli, 2013). The selfish explanation of foreign aid therefore goes hand in hand with the realist focus 


world system. Although Morgenthau and Banfield were theorizing in the early 1960s, this is still a common perspective on foreign aid (e.g., Gilpin, 2001; Kamminga, 2006; Glaser, 2003). For neor


security, as aid can be used to secure access to foreign markets and strategic resources.


14 There is some evidence for this national interest frame of foreign aid. For example, Winham (1970) finds that American self-concern spurred on the mother of all modern foreign aid, the Mars


the threat of communism on the European continent. Additionally, Meernik, Krueger and Poe (1998) find that American aid allocation decisions were affected by the end of the Cold War, which 


framework when change to the polarity of the world system occurs. Finally, Schraeder and colleagues examine the effect of several realist determinants, such as strategic importance of the recip


and find that the results “clearly reject” the purely altruistic view of foreign policy (Schraeder et al., 1998). While this study uses domestic-level factors, it is wise due to these findings to include a d


foreign aid. A possible causal mechanism that captures egoism could be a decreasing gross domestic product (GDP) growth rate leading to decreased aid spending, due to a state prioritizing its 


recession. This follows Tingley (2010), who includes GDP growth rate in his model to control for realist assumptions on aid spending. 2.4.2 Post-development theory Many critical perspectives al


normative view in their analyses. Like realism, such theories consider aid to be a “vehicle of interests” (Malacalza, 2020, p.19). While critical theory contains a heterogenous group of perspectives,


relations are broadly exploitative, and that global North states aim to maintain or widen the gap to uphold their global economic dominance (Malacalza, 2020). Aid is seen as an instrument of thi


Western perspective of development. This latter idea stems from post-development theory, which holds that development is not beneficial per se, but instead an ideology imposed on the globa


critical not only of aid’s effectiveness as purported by its proponents and of states’ motives for providing it, but also of development as a goal. Escobar and other post-development scholars view


idea of what the global South supposedly lacks (Escobar, 1995, p.213). These scholars especially criticize the practices of conditionality and structural adjustment


15 policies, as these serve to impose the neoliberal regime on the global South and in doing so disproportionately negatively affect disadvantaged groups (Escobar, 1995). Post-development theo


aid; “although crouched in terms of humanitarian goals… [development] sought to provide a new hold on countries and their resources”, writes Escobar (1995, p.26). Here, the level of analysis ag


explanation for aid stems from North-South relations that are considered controlling and exploitative. Despite significant ontological differences with realism, tends to consider states to be unita


egoistic explanation of foreign aid, as does realism. From the post-development perspective, foreign aid is a tool to control the global South. For example, it is often tied to donor country export


The occurrence of North-North aid (e.g., the Marshall plan) can also be explained in this way, as the United States during the postwar period was occupied with seeking markets for its products (


while global South states did not enjoy this level of foreign aid without strings attached. From this perspective, foreign aid in its current form should cease to exist, as it does harm to global South


these assertions. Broad and Landi (1996, p.9) find that while foreign aid expenditures grew in the 1980s, debt service alone resulted in a negative 280 billion USD net transfer from South to North


World Bank reported would result in a narrowing North-South gap, instead barely impacted the least developed countries (Broad & Landi, 1996, p.10-1). This is to be expected when viewing fore


follows from the egoistic explanation of foreign aid that humanitarian events would have no significant bearing on the quantity of aid provided, which Schraeder and colleagues find is true for se


post-development theory has more bearing on the type of aid flow and the conditionality of aid than on the quantity of aid provided, as most analyses qualitatively study the terms of the aid prov


analysis therefore does not lend itself well to taking post-developmental explanations into account, but does take away from post-developmental theories that states with a colonial past may giv


colonial powers may use aid to keep control over their former colonies.







16 As Malacalza (2020) explains, the realist and Marxist lenses are very useful to understand why states, as rational actors pursuing security, or as capitalist states that seek to maintain the econom


developing countries, but are not ideal to be used to study the competition between domestic actors that shapes states’ interests. To do this, the humanitarian accounts of foreign aid offered by 


Liberalism The liberal perspective is perhaps best summarized by Brian Rathbun in his critique of its internal coherence: “[p]rogress therefore is the outcome liberals expect, and cooperation is th


be entirely equated to the domestic level of analysis (Rathbun, 2010), the liberal view does allow for consideration of domestic political factors considered, as it examines states’ preferences as b


aid is to a policy tool to generate international cooperation in the face of global issues, to increase international public goods (Malacalza, 2020; Keohane, 1982), and liberals argue aid can and sh


Rawlsian sense - be used to alleviate poverty (Johri et al., 2012). Poverty is viewed as the result of institutional failure, although not all liberals are proponents of top-down approaches to aid (Edw


interest (Lancaster, 2007) which can be brought to attention by interest groups. These can influence foreign policy and increase or steer the aid output of the state. Therefore, the humanitarian e


domestic level of analysis. Pauselli (2013) offers two liberal hypotheses regarding foreign aid: firstly, that the presence of social democrats causes an increased level of aid, and aid is thus higher in


included, and secondly, based on democratic peace theory, that donors use foreign aid as a policy tool to spread democracy, as this both upholds their security and encourages an international 


(2010), who finds that more conservative governments are likely to decrease aid output to low-income countries. Thérien and Noël (2000; Noël and Thérien, 1995) also find that social democrat


although this effect is


17 mediated by the strength of welfare state institutions. Regarding democratic peace theory, Pauselli postulates that donors might show a preference for democratic recipients when allocating 


supported by Thompson (1996). The current analysis does not examine allocation decisions, and therefore cannot evaluate this latter assertion, but the evidence from Tingley (2010) and Thérien


significant effect on aid quantity can be taken into account. The likely causal mechanism suggested by these authors is twofold: first, that leftist governments are more sensitive to humanitarian c


and second, that in the long run, leftist governments institutionalize welfare state principles, which also leads to increased aid spending. Considering the plausibility of this causal mechanism and


analysis should include government ideology as a possible determinant of aid spending. Interestingly, while Thérien and Noël find that leftist ideology only has an effect when mediated by welfar


in welfare state institutions whereas change in ideology represented in government does have the expected effect. Therefore, including government ideology in this analysis can potentially clarif


be made between pluralist and corporatist democracies that may impact foreign aid spending. As mentioned, aid advocacy groups are assumed to have impact on foreign aid policy because the


niche interest. However, not all democracies have a similar approach to interest representation. Pluralism is best defined using Schmitter’s influential conceptualization, namely
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as a “system of interest representation in which the constituent units are organized into an unspecified number of multiple, voluntary, competitive …
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categories which are not … controlled in leadership selection or interest articulation by the state” (


Schmitter, 1974, p.96). Its antithesis, corporatism, is defined by Schmitter (1974, p.93) as a system in which these categories of interest groups are “
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singular, compulsory, noncompetitive, hierarchically ordered … recognized or licensed (if not created) by the state”.


Crepaz (1995, p.392-3) argues in his article on the effects of pluralism on national environmental policy that “independently of the policy field, it is the specific institutional


18 arrangement of corporatism” [emphasis in original] that allows policymaking to be more “consensual and accommodative” rather than “adversarial and competitive” and therefore more succe


pluralist form of interest representation leads to tension between government and interest groups, whereas the “goal- oriented” corporatist approach leads to more cooperative interest represen


Crepaz cites the Nordic countries, Germany and the Netherlands as corporatist examples, whereas the United States, Canada and New Zealand are considered, among others, as examples of the


indeed had more effective air pollution policies. This distinction could have an effect on foreign aid spending as well. Rather than affecting effectiveness of aid policy, corporatism might lead to l


more stringently organized and usually the dealings of only a small number of actors. Pluralist representation, in which a larger number of actors struggle to influence policy, might lead to more 


interest not usually represented by major strategic actors. Therefore, a more pluralist form of interest representation may lead to more aid spending. 2.4.4 Constructivism Finally, constructivism h


norms and practices; ideas about morality and justice held by domestic actors influence states’ foreign policy decisions. Following this, the constructivist perspective on foreign aid holds that the


internationally accepted norm
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that rich countries should help poor countries to improve the


quality of life in the global South and alleviate poverty (Lumsdaine, 1993). Specifically, a constructivist explanation for foreign aid is that the humanitarian concern for foreign states that inspires fo


cosmopolitan values held by citizens of global North states. Interest groups that hold these values advocate for such aid domestically, and states are thereby moved to provide aid. This is said by 


realism best explains the behaviors of “superpowers”, especially during the 20 th century (Stokke, 2005, p.38). This projection of domestic ideas about aid at the international level is the connecti


humanitarian explanation of foreign aid.


19 Not only do cosmopolitan or “humane internationalist” values held by the individuals and groups that make up a state determine aid spending (Pauselli, 2020, p.36), but this has resulted in an 


such as Morgenthau (1962). That the presence of ideas about aid within states impacts aid spending and eventually global norms is substantiated by Lancaster (2007), who states there is some qu


Nordic countries. She finds through her own case studies that the presence of positive ideas about aid, such as the moral obligation to help poor countries and redistribute wealth, or the value o


spending. Specifically, Lancaster constructs a historic narrative for five major donor states – the United States, Japan, France, Germany, and Denmark – and finds different motivations for foreign


example, in the United States, development interests do not have especially strong representation in Congress or civil society, but Cold War interests in the 20 th century and the War on Terror s


increases led by the White House. The strong executive input on aid was also present in France until the late 1990s, during which time foreign aid was mostly organized along former colonial line


to its parliamentary democracy, which makes it possible for smaller parties to put aid on the federal agenda, and due to its Länder having their own aid programs, which again allows for more nic


assisting development in the global South is present in Germany, but there is also pressure from domestic firms that seek to enter foreign markets to focus on commerce-based aid. The same is 


the center-right government. Commerce is also an important driver in Japan, which has historically mainly focused not on interest-related but on commerce-based aid to support its own econo


prestige. These case studies show, among other things, a potential causal mechanism of the political system of a donor state: specifically, whether it is a parliamentary or (semi-)presidential dem


parliamentary system, with coalition governments, allow for more space for niche aid advocacy, eventually leading to increased


20 spending on aid. Considering the qualitative evidence for this, and the fact that this causal effect has not been quantitatively examined before, the current study will include political system as


summary, the analysis will take away from this literature review and include in the model measures of GDP (stemming from realist approaches) colonial history (from post-development theory), g


and parliamentarism (from constructivist approaches). These variables have plausible causal mechanisms, stemming from the literature: GDP growth rate may significantly influence aid spending


as a negative growth rate likely inspires more spending on a state’s primary priorities and less on other states. Former colonial powers may attempt to maintain ties with former colonies through 


leftist governments likely have more humanitarian concern for foreign states, and these governments tend to institutionalize welfare state principles, both resulting in increased aid spending ove


advocacy groups can have more influence on foreign policy in pluralist rather than corporatist democracies. Finally, political system may influence aid spending, as coalition-style governments in


influence policy more than presidential systems in which aid advocacy potentially has less reach. As the realist and post-developmental approaches take a more egoistic view of foreign aid, stem


abstract, essentially a critique of realism and other approaches that neglect domestic politics. The within-donor dynamics approach to foreign aid proposes that domestic politics can and do imp


egoistic and altruistic explanations for aid can coexist. GDP- related explanations and colonialism are therefore included as controls, while the hypotheses focus on the political explanations ideo


21 This study therefore deals with three hypotheses: H1: Increases in left-wing government ideology correspond to increases in foreign aid spending. H2: Governments in parliamentary systems 


semi-presidential systems. H3: States with corporatist systems of interest representation have decreased aid spending compared to those with pluralist systems. These hypotheses can be studied


carried out.


22 3. Methodology The aim of this analysis is to quantitatively evaluate the expected effects of the determinants political system, corporatism, and government ideology on the quantity of foreig


set out above, are as follows: H1: Increases in left-wing government ideology correspond to increases in foreign aid spending. H2: Governments in parliamentary systems have increased foreign


H3: States with corporatist systems of interest representation have decreased aid spending compared to those with pluralist systems. To test these hypotheses, a random effects regression is per


the absolute quantity of foreign aid. Control variables are also included. The sample, operationalization of the variables, data collection, and method of analysis are dealt with in detail below. 3.1 S


begins in 2000 and ends in 2018. The year 2000 is chosen as starting point for two reasons. First, the Millennium Development Goals (MDGs), issued in 2000, came about partly as a response to


between 2000 and 2007, which is often attributed to the impact of the MDGs (Hulme & Scott, 2010), making this a logical starting point. Second, this time period has not yet been researched for


in his 2010 article, and other similar studies such as Fan & Yuehua (2008) use exclusively 20 th - century data). Data availability stretches until 2018, which is therefore a natural end point. This is a


includes the 2007-8 financial crisis, which naturally caused a dip in ODA effort for many donors, but does not constitute a major ODA crisis, as not all donors respond equally to recessions (Halle







23 As mentioned, the entities included in the analysis are the members of the DAC, which have a joint agreement to contribute 0.7% of their GNI to ODA. Twenty-seven of the current thirty- two


European Union (EU) institutes, for which variables such as parliamentarism are not applicable. It also excludes Iceland, South Korea and Lithuania, because there are significant missing values fo


excluded from this analysis. The United States is an outlier on many fronts: in absolute terms, it is the biggest global donor by a wide margin, meaning it accounts for most if not all of the highest


presidential system in the DAC. This does not only mean no generalizations could be drawn about the effect of parliamentarism, but it also clouds the results in general. Furthermore, due to its tw


government ideology differ vastly from the other states in the sample. Due to these concerns, data from the United States were left out entirely from the final analysis 3 . For those twenty-one D


are therefore present during the entire time period, the panel is considered balanced, as there are observations available on the dependent variable for each year for each entity 4 . The inclusion 


unbalanced panel without gaps, meaning there is no data at the beginning of the time period for these members, which is in itself not very problematic 5 . Additionally, there is often data availab


Hungarian ODA data is available from 2003 onwards, despite becoming a member in 2016. To be able to observe any significant differences between the two groups, especially as the newer me


include different models with and without the more recent members. 3 A random effects model that includes United States data can be found in Appendix A. As expected, it shows a hugely sign
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Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Japan, Luxembourg, the Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switzerland,


and the United Kingdom. 5


Those being Estonia (which joined the DAC in 2010), the Czech Republic (2013), Poland (2013), Slovakia (2013), Slovenia (2013), and Hungary (2016).


24 Figure 1 DAC membership Note. Created with MapChart. 3.2 Variables 3.2.1 Dependent variable The dependent variable, foreign aid spending, is operationalized as total ODA flow in millions U


the purpose of promoting development and welfare, provided by official agencies of DAC members, to recognized ODA recipients, with a grant element of at least ten to forty-five percent, depe


OECD currently uses ODA grant equivalent as a standardized measure of aid effort, which values aid with a higher grant element higher than aid with a higher loan element (OECD, n.d.-c). This g


donor state and makes for more realistic comparisons between different loans 6 Notably, ODA excludes military aid and most aid related to peacekeeping, while it includes costs for housing refu


1961-1999 Joined 1961-1999, excluded from data Joined 2010-2016 Joined 2010-2016, excluded from data


25 or grants. However, this has only been standard since 2019, whereas total ODA flow data is available for the entire time period 2000-2018. For ease of interpretation, the absolute quantity of O


to GDP. Another alternative would be to use year-on-year change instead of absolute quantity. However, absolute quantity is more appropriate here because of relatively stable explanatory varia


this analysis more so attempts to explain differences in baseline ODA spending between countries rather than changes within countries from year to year. ODA varies by entity and by year, which


extensive annual data sets published by the OECD under the name Flows by donor (OECD, 2024b). As is visible in figure 2 and 3 below, despite some irregularities, there is a clear upwards trend o


percentage of GDP have risen significantly since 2000, although both measures show a downward slope from 2017 onwards. Figure 2 Figure 3 Total ODA of all donors Average relative ODA acro


distinction between parliamentary, semi-presidential and presidential systems. Since United States data was removed from the data set, this now only indicates parliamentary and semi-president


(QoG) standard data set from the QoG Institute (Teorell et al., 2024), which captures


26 parliamentarism with a three-part typology, in which a score of 0 represents a presidential system, 1 represents a semi-presidential system and 2 represents a parliamentary system. The score


there is unity or separation between president and parliament, and second, the relative power of the president. France, Poland and Switzerland are considered semi-presidential. To reflect that th


recoded to 0 representing parliamentary systems and 1 representing semi-presidential systems. Ideology is operationalized as government composition, where the score on this variable is define


in government, as percentage of total parliamentary seats held by governing parties, weighted by the number of days in office in a year. This data is obtained from the Comparative Political Data 


Political Data Yearbook from the European Journal of Political Research (Armingeon et al., 2023). This data set does not include data on South Korea, which therefore is not included in the analy


across the time period. Figure 4 Figure 5 Average value on ideology across donors Average value on corporatism across donors For Corporatism, the most recent, most complete index originally


measure for corporatism based on the broadly agreed upon aspects that make up corporatism, such as the scope, function and structure of interest representation. This analysis makes use of Ja


From


27 the sampled states, Finland is the most corporatist on average, with an average score of 1.14, while the United Kingdom and Canada are most pluralist with scores of –1.32. These are z- stand


states in Jahn’s original sample. Jahn’s index excludes Iceland, meaning it must be left out of the analysis. Jahn stipulates corporatism is cyclical, and this time period seems to capture this, as sh


rate and GDP per capita (both in constant values) are included to control for differences in ODA effort caused by economic ‘health’ and ‘wealth’, respectively. While these are by no means perfec


measured in USD. Data on GDP per capita and GDP growth are obtained from the World Bank (World Bank, 2024). All sampled DAC member countries are included for all years. The variable me


state has been a member of DAC for the entire measured time period. This data is obtained from Development Co-operation Profiles of each member, published by the OECD yearly (OECD, 202


has had colonial relations with countries that are or have ever been on the official DAC list of ODA recipients, as the causal mechanism described depends on donors prioritizing their own forme


database from the Centre for Prospective Studies and International Information (French:
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Centre d’Études Prospectives et d’Informations Internationales, CEPII; Conte et al., 2022).


Annen and Strickland (2017) find a large positive effect of election cycles on humanitarian aid, so this is controlled for with election, which is a dummy that indicates years prior to a national elect


from the National Elections Across Democracy and Autocracy (NELDA) database, version 6 (Hyde & Marinov, 2012). Finally, the error terms u it , a i , µ t refer to the normally distributed error, varia


respectively.


28 Table 1 Variable labels, sources, units and descriptions 3.3 Model 3.3.1 Random effects model Ordinary Least Squares (OLS) regression is not the most reliable method for these purposes. It as


these variables are grouped per donor country. Fixed effects and random effects models instead are better specified for use with panel data, which is a data set of the same group of entities over


temporal element and time series analyses include only one entity (Berrington et al., 2006). Of these two remaining options, a fixed effects model is not appropriate here. A fixed effects model co


variation that is constant for the entities over time, and as such cannot be used when the effects of interest are constant over time (Bell & Jones, 2015). This analysis deals with several variables th


membership, and colonialism Label Source Unit Description ODA OECD Millions of USD Absolute quantity of ODA provided by DAC members parliamentarism QoG Dichotomous variable Politic


CPDS Percentage Governing leftist parties’ seat share in Parliament as percentage of Parliamentary seat share of all governing parties corporatism Jahn z-standardized score Degree of corporati


percentage Growth rate of GDP expressed in constant 2015 prices GDPcap World Bank USD GDP per capita expressed in constant 2015 prices membership OECD Dichotomous variable Pre-20


Dichotomous variable Year prior to a national election (0=no, 1=yes) colonialism CEPII Dichotomous variable Colonial history with ODA-recipient(s) (0=no, 1=yes)


29 - and a fixed effects model cannot be used to analyze the relationships of these variables with ODA effort. In other words, fixed effects models cannot separately measure the effects of variab


address this restriction by including a random part of the error term that is allowed to vary for individual entities, which means variables that are constant over time can be included in the model.


be drawn about entities outside of the sample, whereas random effects models can make predictions outside of the sample (Clark & Linzer, 2015). The random effects model used for this analys


∙ + + + 3.3.2 Interaction effects It may be the case, due to different spending patterns, that the election cycle effect also differs for right-wing and left-wing governments. To test this, an interacti


the election cycle effect indeed differs for right-wing and left-wing governments. Additionally, the effect of GDPgrowth may be different for older DAC members and newer DAC members (whic


Western European states, and Eastern European states), because the newer donors have made big jumps in GDP during the past decades. The variable membership can therefore interact with G


pairs of interacting variables in the model below. These are included to give an extra dimension to the research, but are not strictly necessary to answer the research question and therefore are d


variables. = 0 + 1 ∙ + 2 ∙ + 3 ∙ + 4 ∙ ℎ + 5 ∙ + 6 ∙ + 7 ∙ ℎ + 8 ∙ + 9 ∙ ∙ + 10 ∙ ℎ ∙ ℎ + + +


30 3.3.3 Lagged effects It is plausible that GDPgrowth may have a lagged effect on ODA spending, as the actual growth in year t may not be known to a government until t+1, and this knowledge


GDPgrowth effects are not uncommon in panel data research (e.g., Tang, 2008). Therefore, two lags of GDPgrowth will be included to take this possibility into account, as shown in the function


+ 4 ∙ ℎ + 5 ∙ ℎ ( −1) + 6 ∙ ℎ ( −2) + 7 ∙ + 8 ∙ + 9 ∙ ℎ + 10 ∙ + + + In this model, GDPgrowth i(t-1) represents one lag of GDPgrowth, and GDPgrowth i(t-2) represents the second lag. In the following 


testing for OLS regression and formally testing whether a random effects model can be used.


31 4. Data inspection The data set contains 513 observations in total, with eight missing values on the dependent variable and three missing values on corporatism, due to missing values in the o


end of the panel. To preserve the integrity of the results, only full observations are included in the models. Table 2 Descriptive statistics, all entities, numeric variables Statistic N Mean St. Dev. Min 


0.4 0.0 1.0 - Quantity of ODA 505 3,304.6 4,182.5 1.5 27,483.1 8 ODA as % of GDP 505 0.004 0.003 0.000 0.02 8 GDP growth 513 0.02 0.03 -0.1 0.2 - GDP per capita 513 38,588.6 21,623.9 7,344


variables Value N 0 1 NA Election 513 370 143 - Parliamentarism 513 456 (24) 57 (3) - Colonialism 513 266 (14) 247 (13) - Membership 513 114 (6) 399 (21) - Note. For time-fixed variables, the num


running a random effects model, it is necessary to run an OLS regression first. This is done to get a sense of the relationships between the variables, which thereby acts as a first robustness check


some assumptions of linear regression. The first assumption is that the relationships can be captured in a linear regression line. To this end, scatter plots of the numeric variables corporatism, ide


These do not show any reason to believe there might be non-linear relationships at play here.


32 Table 4 OLS regression, all entities Dependent variable: ODA corporatism -815.900 *** (232.058) parliamentarism 1,823.952 *** (509.440) ideology -479.862 (426.203) gdp cap 0.017 (0.011) g


(420.278) membership 2,006.336 *** (654.755) election -27.054 (354.078) Constant -338.882 (470.269)


80% MATCHING BLOCK 15/62 FINAL_THESIS.pdf (D194274991)


Observations 502 R 2 0.290 Adjusted R 2 0.278 Residual Std. Error 3,559.397 (df = 493) F Statistic 25.128 *** (df = 8; 493) Note. * p&gt;0.05; ** p&gt;0.01; *** p&gt;0.001







This preliminary analysis shown in table 4 generally bodes well as an indication of the final model. The model is highly significant with an overall p-value of less than 0.001, and the R 2 that about


independent variables, which is relatively high but not necessarily implausible for a model that only tests domestic variables. At first glance, it seems that parliamentarism and corporatism have si


producing a higher ODA quantity than parliamentary systems, and more pluralist states contributing more to ODA than corporatist states. This is also true for states with a colonial history and sta


33 DAC since before the year 2000. However, these results should not be taken at face value, as OLS is not the most appropriate method for this data. The OLS model that includes the interactio


membership (found in Appendix C)m does not show significant interaction effects, which again may not be a good indication of reality. 4.2 Assumption testing These results allow for assumption


the data, which can be detected with a correlation matrix as well as through a variance inflation factor (VIF) table. Table 5 Correlation matrix between dependent, explanatory and control variable


GDP growth GDP cap member -ship election colonialism ODA 1.00 corporatism -0.02 1.00 ideology -0.04 0.07 1.00 parliamentarism 0.09 -0.06 -0.03 1.00 GDP growth -0.14 -0.13 -0.03 0.03 1


0.33 0.01 0.09 -0.20 0.59 1.00 election 0.01 -0.03 0.02 0.01 0.02 -0.02 0.01 1.00 colonialism 0.46 0.10 0.04 0.10 -0.18 -0.02 0.52 0.03 1.00 Note. The correlation between numeric variables is ca


between numeric and categorical variables with point-biserial correlation and the correlation between categorical variables with Cramer’s V Table 6 VIF table Variable VIF parliamentarism 1.04 co


2.09 colonial history 1.75 election 1.00 membership 2.81 Mean VIF 1.06


34 High correlation between independent variables is an issue, as this makes it difficult to distinguish exactly which effect corresponds to which variable. Furthermore, multicollinearity also erron


testing. Fortunately, correlation coefficients between variables in this model are very low. The only instances of relatively high correlation are still a long way from the threshold generally conside


colonialism, which is correlated with ODA (0.46), and with DAC membership since before 2000 (0.52). GDP per capita is negatively correlated with newer DAC members. Former colonial states, 


older DAC members all mostly include Western European states, which may explain these correlations. Nevertheless, the correlation is not high enough to be cause for concern. This is confirme


variables, but a given independent variable and all other independent variables in a model, and become worrisome when they exceed a value of five. The VIF values for this model are not high en


regression is homoscedasticity, meaning the residuals have equal variance for any fitted value of x on a regression line. If the residuals are greater for higher values of x, for example, this means p


them to be, leading to unreliable statistical testing. This can be visually detected with a residual plot. As is visible below, this is true for the OLS model – the fitted values become a worse measure


somewhat to be expected, as the OLS model is an inaccurate measure for panel data, but it does mean extra caution is necessary for the final panel data analysis and a formal test for homosced


analysis


35 The residual plot additionally shows some outliers on the y- as well as the x-dimension. To determine whether these outlying cases have a disproportional influence on the regression line, bo


considered. The cases with disproportional leverage and a Cook’s distance that exceed the threshold are removed from the data set, which results in a significantly different model. The relevant 


disproportionately influential cases, can be found in appendix D. Finally, the autocorrelation function (ACF) plot below raises concerns about autocorrelation, as the first fourteen lags exceed the


expected in a panel data set, as autocorrelation is usually present in clustered samples, and the current OLS regression does not take into account that the observations are clustered into countr


autocorrelation when these clusters have been accounted for. Figure 7 ACF plot of OLS regression analysis


36 4.3 Panel data analysis While a random effects model is the most appropriate method to analyze this data set for reasons outlined above, this assertion should also be formally supported. In s


used in this case (p-value &gt; 2.2e-16), and a Hausman test shows that random effects can be used instead of fixed effects (p-value = 0.089). Unfortunately, formal tests show that both heteros


data. The hypothesis that the data is homoscedastic can be rejected (p-value = 4.39e-13) through a Breusch-Pagan test. In this case, this means the model does not fit as well towards the highe


autocorrelation with a Durbin-Watson statistic of 0.69 (p-value = 1.760e-50), meaning the error terms are correlated with each other. This is somewhat common in analyses where time is a facto


overestimated confidence in model parameters and incorrect standard errors. One way to combat this is to report heteroscedasticity and autocorrelation consistent (HAC) standard errors instea


levels. Therefore, an alternative to HAC standard errors for panel data are reported for all further models, referred to as HAC standard errors for the sake of simplicity.


37 5. Results 5.1 Main random effects models Random effects regression with HAC standard errors is the most appropriate method to analyze the effect of domestic political factors on the devel


model, based on the theoretical framework above, a static random effects model is first developed, as well as random effects models with the interaction effect between ideology and election, a


GDPgrowth. These models can be found in table 7. Model 1 in table 7, the static random effects model without lags or interaction effects, shows no significant effect of corporatism, parliamentar


significant and positive effect, meaning that every rise by one dollar per capita is associated with an increase in ODA effort by 87.000 USD (99.9% confidence level). Colonialism is also significant 


history with official ODA-recipient states spend 4,000 million USD more on ODA. Interestingly, GDPgrowth has a significant, negative effect on ODA effort, meaning ODA expenditures fall signifi


when the interaction between ideology and election is added, and deserves closer attention when all of the random effects models have been considered. Models 1 and 2 are very similar, as the 


positive effects of GDPcap and colonialism remain significant in model 2, and both models explain about 13% of the variation in ODA effort. However, the adjusted R 2 is slightly lower in model 2


likely owing to the insignificant interaction effect.


38 Model 3 shows an overall similar picture, save for a significant effect of the interaction between GDPgrowth and membership. This indicates that the negative effect of GDPgrowth that was p


are mostly Western European states. The effect is similar in size to the negative effect of GDPgrowth in models 1 and 2, which indicates that the effect in these models originates from the older D


members. GDPgrowth by itself is no longer significant, supporting this. Table 7 Random effects models with interactions Dependent variable: ODA (1) (2) (3) corporatism 70.763 74.349 93.205 (14


1,581.044 (1,789.276) (1,790.891) (1,807.431) ideology -271.798 -230.130 -221.617 (272.866) (253.659) (254.566) GDPcap 0.087 *** 0.088 *** 0.090 *** (0.033) (0.033) (0.034) GDPgrowth -2,094.5


colonialism 4,278.147 *** 4,285.192 *** 4,321.396 *** (1,578.121) (1,580.670) (1,589.271) membership -1,565.114 -1,581.268 -1,590.188 (1,147.927) (1,147.623) (1,137.210) election -63.798 -16.888 -


-124.919 (79.506) (79.478) GDPgrowth*membership -3,561.814 * (2,137.366) Constant -1,200.175 ** -1,217.532 ** -1,313.655 *** (473.750) (474.228) (503.132) Observations 491 491 491 R 2 0.132


standard errors are reported. * p&gt;0.05; ** p&gt;0.01; *** p&gt;0.001


39 The control variables membership and election are insignificant in all models in table 7, signifying that the expected positive effect of election cycles on ODA effort in the year prior to an elect


the relationship between membership, GDPgrowth and ODA calls for deeper analysis further down the line. Table 8 shows the same static model (model 1), and three models which include lags 


effect on ODA expenditure by one or two years, due to the nature of GDP measurement and budget cycles. The one- and two-year lags on GDPgrowth are significant in models 2 and 3, at the 9


model, these effects are negative. In model 4, which includes both lags, both are still significant, although less so. This gives more reason to further analyze GDPgrowth. A quick robustness chec


are not significant, and as such there is no reason to include these lags. As in the previous interaction models, corporatism, parliamentarism, and ideology do not have a significant effect on ODA


coefficient and robust standard error between models, which is also true for colonialism. Election and membership again have insignificant effects on ODA. The values of R 2 are similar to those 


significance levels and standard errors of the random effects models are quite robust to the inclusion of new significant variables.


40 Table 8 Random effects models with lags Dependent variable: ODA (1) (2) (3) (4) corporatism 70.763 118.500 113.433 153.977 (142.972) (154.581) (170.702) (174.766) parliamentarism 1,603.144 


(1,776.038) (1,794.393) ideology -271.798 -263.708 -272.381 -262.272 (272.866) (267.938) (270.043) (265.959) GDPcap 0.087 *** 0.089 *** 0.086 *** 0.089 *** (0.033) (0.033) (0.032) (0.032) colo


*** (1,578.121) (1,614.556) (1,615.853) (1,647.261) membership -1,565.114 -1,648.508 -1,522.674 -1,698.071 (1,147.927) (1,148.198) (1,107.603) (1,150.644) election -63.798 -69.804 -66.911 -70.849 


(1,215.420) GDPgrowth (t-1) -3,073.819 *** -2,456.532 ** (1,021.256) (959.889) GDPgrowth (t-2) -2,630.167 ** -1,895.009 * (1,094.945) (1,086.597) Constant -1,200.175 ** -1,169.669 ** -1,148.85


Observations 491 490 489 489 R 2 0.132 0.135 0.131 0.135 Adjusted R 2 0.117 0.120 0.116 0.119 Note. HAC standard errors are reported. * p&gt;0.05; ** p&gt;0.01; *** p&gt;0.001 Finally, table 9 i


not possible to include three versions of the same lagged variable in one model, model 3 in table 8 can be viewed as the most complete random effects model with these variables, as it includes


effects. The interaction between GDPgrowth and membership now uses the version of GDPgrowth lagged by one for the same reason.


41 Table 9 Random effects models with lags and interaction Dependent variable: ODA (1) (2) (3) corporatism 156.445 152.065 156.858 (173.086) (144.618) (142.248) parliamentarism 1,592.839 1,57


0.089 *** 0.091 *** 0.091 *** (0.032) (0.033) (0.033) GDPgrowth (t-1) -2,438.441 ** -312.182 -288.867 (961.124) (430.312) (461.785) GDPgrowth (t-2) -1,876.973 * (1,086.453) colonialism 4,317.49


(1,634.930) election -36.946 -63.234 -25.498 (59.609) (60.763) (63.469) ideology -232.492 -250.017 -216.678 (249.558) (268.572) (252.674) membership -1,712.107 -1,647.611 -1,674.951 (1,152.64


(70.061) (70.877) GDPgrowth (t-1) * membership -4,464.513 *** -4,465.990 *** (1,429.289) (1,423.167) Constant -1,140.145 ** -1,278.981 *** -1,297.644 *** (479.546) (480.654) (481.415) Observat


0.122 0.121 Note. HAC standard errors are reported. * p&gt;0.05; ** p&gt;0.01; *** p&gt;0.001


42 Model 3 explains close to 14% of the variation in ODA effort and shows significant and positive effects of GDPcap and colonialism, comparable to earlier models. The negative interaction effe


present as well. All other independent variables have insignificant effects on ODA. Model 2, the same model but lacking the interaction between ideology and election, is reported because this in


fit for the data than model 3, with respective adjusted R 2 values of 0.122 and 0.121, although both models are highly significant. With the inclusion of the interaction between GDPgrowth and m


in ODA effort than model 1, which instead includes the second lag on GDPgrowth. However, the coefficients, significance levels and robust standard errors of significant variables are similar acro


inclusion of new significant effects. 5.2 The effect of membership As becomes visible in the random effects models above, there is some effect of membership that calls for further analysis. While


GDPgrowth is highly significant, indicating that the observed negative effect of GDPgrowth is different in DAC members that have been a member since before 2000, versus members that joined


and Eastern European states, whereas the older members are mainly Western European states (see figure 1). The models in table 10, which distinguish between the two values of membership, ar


43 Table 10 Random effects models for newer and older DAC members Dependent variable: ODA (1) membership=0 (2) membership=1 corporatism 93.814 ** 324.449 *** (45.373) (121.580) parl


GDPcap 0.028 *** 0.104 *** (0.006) (0.039) GDPgrowth (t-1) -20.030 -4,090.555 ** (93.597) (1,727.692) GDPgrowth (t-2) 101.266 * -3,348.549 ** (60.939) (1,381.698) election -18.915 *** -45.68


(318.279) election*ideology 50.235 *** -101.821 (16.338) (79.480) Constant -269.232 ** -768.301 (112.981) (1,500.500) Observations 105 384 R 2 0.525 0.130 Adjusted R 2 0.485 0.111 * p&gt;0.05


reported. Nerlove method used due to number of entities for model 1. Colonialism is left out due to lack of variation in the sample for model 1. Interestingly, these models paint a different picture


significant in both models, and parliamentarism, ideology and election as well as the interaction of the latter two are significant in model 1. However, due to the lower number of observations, es


that is used here because of the low number of entities, these models should not be compared haphazardly to the main random effects models. The low number of entities and observations ma


more likely spurious than an indication of the actually explained variation in ODA effort. Similarly, the significant effect of parliamentarism in model 1 most likely is a result of a country-specific ef







44 presidential system among newer members, and therefore is not necessarily meaningful in this model. Nevertheless, these models can be compared well to each other. As suspected, the effe


members. In fact, the effect is positive in newer members and significant for the second lag, whereas it is negative in older members. The coefficient is much lower in model 1, potentially corresp


Furthermore, the aforementioned significant effects of ideology and election at the 99.9% level in model 1 as opposed to model 2 are noteworthy. The negative coefficient for election indicates 


right-wing governments in the year prior to an election, whereas the positive coefficient for the interaction effect indicates a positive effect for left-wing governments in the year prior to an elec


governments are associated with lower ODA effort. 5.3 Typical cases: suggestions for qualitative analyses Having shown that these differentiated effects are present in the sample, it is worthwhile


mechanisms at play here. While a full country-level examination of the negative effects of GDP growth and left-wing ideology is outside of the scope of this analysis, a brief sketch of a possible q


research. To this end, two typical cases are selected. Ireland is an example of a typical older DAC member, considering its parliamentary system and middling corporatism, GDP per capita, and O


members. Ireland has been a member of the DAC since 1985. Hungary is an example of a typical newer DAC member, having joined the DAC in 2016. Its GDP, ODA effort as percentage of GDP a


members.


45 Table 11 Scores of Ireland and Hungary on variables, compared to group averages Older members Ireland Newer members Hungary Parliamentarism * 2 2 2 2 Corporatism 0.18 -0.06 -0.35 -0


ODA as % of GDP 0.48% 0.36% 0.11% 0.11% GDP growth rate % 1.84% 4.93% 3.28% 2.56% Ideology 0.36 0.10 0.34 0.42 * For parliamentarism, the mode is reported instead of the average. As show


members in the table above, except its average GDP growth rate is relatively quite high. The negative effect of GDP growth on ODA effort is present in Ireland, making it a good candidate to inve


might be more clearly identifiable with a higher overall growth rate, whereas Ireland remains an overall typical older DAC member. Its z-standardized corporatism score is close to 0, which is clo


is also true for the mean score of the older DAC members, although it slightly favors corporatism whereas Ireland is slightly more corporatist compared to the original sample. Hungary shows sim


shows many of the same effects are significant in the distributed lag models for Hungary and Ireland as in the corresponding random effects models in table 10, save for the election effect, whic


left-wing ideology on ODA that is significant in Hungary as well as in the newer member model (in years not directly prior to an election) can be investigated in Hungary.


46 Table 12 Distributed lag models for typical cases Dependent variable: ODA (1) Hungary (2) Ireland corporatism 233.887 248.031 * (130.353) (144.572) GDPcap 0.037 *** 0.025 *** (0.011) (0.009


GDPgrowth (t-2) 435.749 -688.432 (244.112) (986.406) election -41.353 102.633 (38.081) (143.845) ideology -105.765 ** 949.342 (40.903) (595.641) election*ideology 53.549 -1,362.697 (50.367)


Observations 16 19 R 2 0.876 0.431 Adjusted R 2 0.768 0.069 Note. HAC standard errors are reported. * p&gt;0.05; ** p&gt;0.01; *** p&gt;0.001 5.3.1 Ireland Ireland has been an EU member state


above average for the EU, second only to Luxembourg (Eurostat, 2024). Due to a combination of factors, including foreign direct investment and institutional reforms, Ireland experienced a seem


moniker ‘Celtic Tiger’ (Boehlke et al., 2018; Ó Gráda, 2002). As is visible in figure 8, growth slowed during the next decade until this era gave way to the 2007-8 recession. While the Irish econom


in 2015, due to “MNC decisions” to move intellectual property assets from the United States to Ireland (Honohan, 2021, p.3), causing a distortion. This case of “leprechaun economics” (Krugman, 


47 Central Statistics Office (CSO) of Ireland to begin measuring the Irish economy with a modified version of GNI that subtracts the deprecation on intellectual property (CSO, 2023). GDP, as rep


into 2022. Irish ODA spending, shown in figure 8, seems to follow an opposite trajectory: increasing considerably while GDPgrowth is relatively stable in the 2000s until 2009, then dropping as c


as GDPgrowth climbs, and finally increases some as the growth rate shrinks from 2016 onwards. Like with other DAC donors, Irish ODA is somewhat stable over time, but generally trends upwar


Nevertheless, Irish aid policy is mainly to support the least developed countries, generally on the African continent, with an exceptionally high grant equivalent (100% in 2021 and 2022) and a stro


8 Irish ODA effort and GDP growth Speculating for a moment, one possible mechanism for the negative effect of GDPgrowth on ODA effort could be that increased GDP growth entails increase


could mean domestic investments increase as a percentage of total expenditure and ODA therefore decreases, as foreign aid becomes a lesser priority in the face of opposing political pressure (


probe into this hypothesis, gross capital formation (GCF) as a percentage of GDP can be used


48 as a proxy for domestic investments. GCF data is obtained from the World Bank (n.d.-a). Figure 10 below shows the development of ODA and GCF over time, and indeed there seems to be a 


from 2012 onwards. This could give some direction to future in-depth qualitative research. Figure 9 Figure 10 Coleman’s Bathtub of speculated Irish ODA effort and GCF, relative to GDP causal m


decreasing over this time period, it is also interesting to consider where this budget is spent instead. ODA is included in total Foreign Affairs spending in Ireland, and as can be seen in figure 11, Fo


stable since the 2008 recession. This data is retrieved from the Appropriation Accounts Dataset (AAD) of the Irish Fiscal Advisory Council (Barbieri and Bewley, 2022). It therefore might be the cas


unfortunately the AAD does not provide more specific categories, and ODA funds could be redistributed elsewhere on the budget instead. Nevertheless, this brief exploration provides an indicati


relating to domestic investments that might explain the negative effect of GDPgrowth on ODA effort.


49 Figure 11 Figure 12 Irish Foreign Affairs spending Hungarian ODA effort and GCF, relative to GDP This effect is not present in the Eastern European states in the data set. In fact, for these dono


is visible in table 10, and in Hungary specifically, the first lag of GDPgrowth is significant and positive. To not just explain the negative effect in Ireland, but the negative GDP effect in Western Euro


necessary that is outside of the scope of this short outline. For context, figure 12 shows gross capital formation and ODA effort for Hungary, which does show a different picture than the Irish fig


since 2004, and barring Lithuania, Hungary is the DAC’s youngest member, having joined in 2016. As representative of the other newer donors in this analysis, its almost dichotomous scores on i


short examination of Hungarian government ideology is conducive to understanding the negative effect of ideology on ODA effort present in newer DAC members. Viktor Orbán’s right-wing Fid


However, Fidesz was not a coalition party following the 2002 and 2006 elections. The Hungarian Socialist Party (MZSP) formed a coalition after these elections, despite Fidesz receiving a higher 


Fidesz, in an alliance with the Christian


50 Democratic People’s Party (KDNP), has ruled continuously since 2010 in cabinets Orbán II through V. As Fidesz-KDNP has not had to form a coalition with other parties, Hungary’s ideology va


13. Between 2002 and 2010, MSZP instead dominated Hungarian politics, as this party was present in every governing coalition during these years. This accounts for the much higher scores on id


worthwhile to compare the attitudes of MZSP and Fidesz-KDNP towards development assistance to potentially find some explanation for the negative effect of left-wing ideology present both in


might only be a Fidesz-related effect, as ODA quantity also grows during the MZSP era, but keeps increasing significantly under Orbán, as visible in figure 13. Figure 13 Hungarian ODA effort and 


this period after Hungary’s 2003 debut, other than brief 2007 dip, as expected during the recession, and a significant dip in 2017, for which the cause is not immediately clear. Like other DAC don


relative ODA contribution, in 2018, is 0.2%, well below DAC average of 0.4% in that year. The top recipients of Hungarian aid are spread across continents, but Hungary does tend to focus on Eur


2020, Serbia received


51 the largest amount of Hungarian ODA of any recipient (50 million USD) and still received 39 million USD in 2022, despite a considerable increase in Hungarian ODA donated to Ukraine (OECD


Hungary has no key development partners, although the top recipients of Hungarian ODA consistently conform to the regions emphasized by Fidesz’ ‘Global Opening’ and subsequent ‘Eastern O


to emerging economies (Greilinger, 2023). Although the current analysis cannot offer statistical evidence for a causal mechanism, a potential explanation for the negative effect of left-wing ideo


aid can take on. Perhaps in Eastern Europe, ODA interests align more with right-wing pursuits, whereas in Western Europe, both right-wing and left-wing parties find ODA worthwhile. This could


and ODA effort in Eastern Europe, but no significant relationship in Western Europe. To broadly sketch the Hungarian context, possible ODA aims for Fidesz are briefly considered here. Further re


MSZP as well (such as a sense of obligation to assist poorer countries) and compare results to Western European left- and right-wing governing parties, to attempt to contextualize and explain th


Europe. To start, there seems to be no immediate indication that ODA allocation decisions made by Hungary pertain to strategic resources that might be present in recipient countries, as for exa


cobalt industries. This is also true for allocation decisions that aim to contain possible foreign threats to national security, such as terrorism. However, Szabó and colleagues (2020) do argue that 


during the mid-2010s in order to bolster Hungary’s reputation abroad and to promote Hungarian business interests by providing access to emerging markets, both as part of ‘Global Opening’. Th


corresponds to an uptick in Hungarian ODA spending around 2014. Again, these paragraphs on Ireland and Hungary function as a sketch of potential reasons for the negative effects of GDP grow


quantitative results exhibited in this chapter. As an attempt to confirm or deny these suspicions is outside of the scope of this analysis, this short exploration can serve as a set of suggestions for f


52 5.4 Summary of the results In short, this analysis of the ODA contributions of twenty-seven DAC members over nineteen years shows no overall significant results for the explanatory variables


and colonialism are consistent determinants of overall ODA effort. In general, these explain about 13% of the variation in the dependent variable, indicating domestic factors are of significant influ


up in older DAC members, which include mainly Western European states and some other Western states, and newer states, which includes mainly Eastern European states, different effects bec


effort only in Western Europe, and left-wing ideology corresponds to lower ODA effort only in Eastern Europe. Typical cases Ireland and Hungary show some indication of speculated causal mec


motivations for aid, respectively, and could be investigated more closely with further, qualitative research. Some suggestions are offered to spur such research.


53 6. Conclusion and discussion 6.1 Conclusion This thesis aims to uncover and explain the impact of domestic political factors within donor countries on the quantity of ODA they provide. The 


analyze determinants of the ODA expenditure of twenty-seven donor states over nineteen years, as well as a modest qualitative component that seeks to contextualize the results of the quantita


evaluated: H1: Increases in left-wing government ideology correspond to increases in foreign aid spending. H2: Governments in parliamentary systems have increased foreign aid spending com


corporatist systems of interest representation have decreased aid spending compared to those with pluralist systems. For the overall panel, no statistically significant link is found between ODA e


hypotheses H2 and H3 must be rejected. Additionally, government ideology and the interaction between government ideology and election cycles are not found to be significant in the overall p


states with a colonial history: increased GDP per capita corresponds to higher ODA effort, and states with a colonial history with recipient states contribute more to ODA than states without a co


significant, but, notably, this effect is negative in the overall panel, against expectations. This GDP growth effect can be decomposed along geographical lines: the mainly Western European olde


growth, whereas the mainly Eastern European newer members experience a significant positive effect. A speculated mechanism for this is that for Western European states, when GDP growth ris


investments. Domestic investments are therefore prioritized over ODA effort, and ODA effort decreases. In Ireland, a typical older donor, increased domestic investments does seem to correspon


54 2012. This is not the case in Hungary, a typical newer donor. Further qualitative research could take this as a starting point. Another unexpected effect is that for only the newer donors, left-w


right-wing governments overall spend more on ODA. In the Eastern European panel, this effect goes alongside a significant interaction effect between left-wing ideology and years prior to a nat


donors, left-wing governments are associated with lower ODA effort than right-wing governments, except for years directly prior to a national election year, during which time left- wing govern


wing governments, on the other hand, are associated with lower ODA expenditure right before an election. A possible mechanism behind this is that, of the many aims associated with foreign ai


business interests abroad, align well with Eastern European right-wing parties, while left-wing parties are not as concerned with ODA. In the West, perhaps both right-wing and left-wing parties a


leading to no significant effect of government ideology. The negative association between left-wing government ideology and ODA is present in Hungary, and there is some indication that the O


interests. It is clear that there are complex country-specific dynamics at play here, and panel data sets can only tell so much of the story. The final hypothesis H1, which is concerned with govern


ideology is not associated with increased ODA effort in the overall panel or the Eastern and Western panels. The research question, How do domestic factors within donor countries influence vo


can be answered as follows: corporatism does not have an effect on ODA in the overall panel, and no conclusions can be drawn about parliamentarism, as there are too few semi-presidential ca


ideology has a significant and large effect on ODA expenditure, but only for newer DAC members, and further research is necessary to determine which factors moderate this effect. GDP per ca


albeit that the GDP growth effect takes an unexpected direction in older, Western donors, whereas rising







55 GDP per capita is associated with increased ODA everywhere. Finally, colonial history is a powerful predictor of ODA effort, with former colonial powers donating more than states without a c


further by considering, for example, allocation decisions in former colonial states as opposed to states without a colonial history. These findings corroborate some existing knowledge about ODA


policy and that former colonial powers tend to donate considerable amounts, but disagree with notions that left-wing governments by definition give more aid. Further research is needed to inv


prominence, magnitude and significance of GDP-related effects in the data support the realist reading of foreign aid. As can be expected from a realist perspective, ODA effort rises with GDP per


on targets other than, say, defense. The negative effect of GDP growth in Western donors may also be explained from an egoistic perspective, as speculated above. The positive effect of colonia


theory that aid is a vehicle for exploitation by the global North, as upholding former colonial ties could be why former colonial powers contribute more to ODA. These effects appear mostly con


egoistic motivation for development assistance. The variables associated with theoretical approaches that support altruistic motivations for aid, constructivism and liberalism, are found to be larg


ideology is negatively associated with ODA effort, which disputes liberal expectations that left-wing parties should contribute more to ODA. This is also true for the understanding these approach


overall, pluralism does not correspond to increased ODA spending. This is not decisive evidence, but within the sample, it seems states are selfish rather than selfless. 6.2 Discussion This analysis


Methodologically, some of the variable measurements are not optimal. Donors have considerable autonomy over ODA attribution, that is to say which expenditure is counted towards their total 


56 meaning ODA is not measured exactly equally for each donor. EU member states also contribute through the EU institutions, which leads to a slightly distorted picture of the dependent varia


analysis due to the error term included in the model, but follow-up studies could take this into account by considering allocation decisions, which would give insight into ODA attribution. Moreo


‘wealth’, as it does not take into account for example economic inequality or depreciating assets, such as in the case of Ireland. While there are alternatives that more accurately measure e.g., qu


As mentioned, no conclusions can be drawn about parliamentarism as there are not enough semi-presidential systems in the data to be generalizable. The only presidential system, the United St


ODA quantity, parliamentarism and ideology clouded the rest of the panel. Due to this, qualitative research is a better match for research into parliamentarism and presidentialism. Future studies 


period of time to get a sense of country- specific effects that may not be visible in large panels. The case of the United States remains a fascinating one, and dedicated quantitative research coul


large as well. Statistically, the heteroscedasticity and autocorrelation present in the data are problematic. While the use of HAC standard errors leads to much more accurate significance levels, th


analysis mainly focuses on the significance and direction of effects rather than the magnitude. This is also true for the panels with only newer and only older donors, which do not contain enoug


mentioned, only effects that were also visible through interaction effects in the overall panel, with a considerably higher number of observations, is therefore included in the analysis to prevent in


time could ameliorate this issue. Finally, typical Eastern European cases such as Hungary do not show a significant effect of the interaction between left-wing ideology and years prior to an elect


the random effects model of Eastern European donors. It


57 was therefore not possible to look into this effect further in this study, but this would be an interesting avenue for further research. Despite these points, the present findings can serve a deepe


how domestic dynamics influence aid effort can assist multilateral organizations and domestic interest groups navigate the increasingly complex dynamics of the global aid community, and with


research into within-donor determinants of aid is necessary. While this is outside of the scope of this analysis, further research should consider non-DAC donors, especially those in the Global So


provided by non- DAC donors is increasing in prominence and magnitude but falls outside of the shared norms set by the DAC. Furthermore, analyzing absolute quantities of aid is a good startin


step would be to carefully research allocation decisions impacted by such factors. A great deal of nuance and evidence of states’ motivations for aid are inaccessible without research into alloca


a larger scale how aid allocation to certain recipients, or to certain aid flows, is impacted by government ideology. This might also shed more light on the unexpected ideology effect found in thi


of confounding variables, a model of foreign aid “that is both parsimonious and insightful” is unlikely. It may indeed be hardly possible to build a comprehensive quantitative model of foreign aid.


intricacies of aid, it has become clear that domestic political factors can and should be taken into account when studying aid decisions, in addition to between-country and within-recipient dyna
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Appendix A: Model with US data Table 13 shows a static random effects model that includes data from the original twenty-eight entities in the sample, including the United States. As is visible in t


of parliamentarism, which is not present in the main random effects model. This is due to the fact that the United States is by far the largest ODA donor (in absolute terms), and also the only pres


parliamentarism effect overshadows other effects present in the data, and this model is not representative for other presidential systems. The United States is removed from the sample to amelio


States data Dependent variable: ODA corporatism -329.697 (547.170) parliamentarism -9,242.756 *** (2,681.174) GDPcap 0.172 ** (0.084) GDPgrowth -3,461.018 (2,727.825) colonialism 3,868.64


(376.495) Constant 12,847.520 *** (4,800.086) Observations 524 R 2 0.129 Adjusted R 2 0.117 * p&gt;0.05; ** p&gt;0.01; *** p&gt;0.001 Note. This model uses the original coding of parliamentari


2=parliamentary.


66 Appendix B: Scatter plots of explanatory variables The scatter plots below show values on the numeric variables plotted against the dependent variable, to check for obvious non-linear effect


reason to believe quadratic or cubic versions of the numeric variables would be more appropriate in the random effects models. Figure 14 Scatter plots of corporatism, ideology, GDP per capita 


67 Appendix C: OLS models with interactions Table 14 shows the OLS model in table 4, but with the addition of both interaction effects. Neither of the effects are significant, but as this is an OLS


should be taken with a grain of salt and are included for the sake of completeness. Table 14 OLS models with both interactions Dependent variable: ODA (1) (2) parliamentarism 2,183.810 *** 2,16


-419.487 ** (182.337) (182.710) GDPcap 0.006 0.006 (0.008) (0.008) GDPgrowth -6,933.453 -2,347.835 (4,261.514) (7,105.855) membership 2,250.873 *** 2,430.097 *** (496.299) (543.932) colon
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Abstract 
 
This study aims to advance the currently limited state of quantitative research into domestic 


determinants that impact quantity of development assistance provided by donor states. 


International Relations theories generally offer either egoistic or altruistic explanations for 


development assistance, which here are linked to different within-donor determinants. This 


study uses a panel data set consisting of twenty-seven members of the Development Assistance 


Committee over 2000-2018 to analyze to what extent these factors affect Official Development 


Assistance (ODA) effort. Against expectations, the analysis finds no significant effect of 


corporatism and type of political system on ODA effort. Results show that gross domestic 


product (GDP) growth rate impacts ODA effort negatively for Western European donors, 


whereas GDP growth rate has a positive effect on ODA for Eastern European donors. Moreover, 


right-wing parties correspond to higher ODA effort in Eastern Europe, while government 


ideology lacks a significant effect on ODA in Western Europe. Speculated hypotheses for 


further qualitative research are offered for these effects. Theoretically, the findings tend to 


support the egoistic reading of foreign aid, informed by realist and post-development 


approaches, rather than the altruistic reading suggested by liberal and constructivist approaches. 


In any case, the results demonstrate that suitable consideration should be given to within-donor 


dynamics when studying foreign aid.  


 


Keywords: Official Development Assistance, foreign aid, Development Assistance 


Committee, government ideology, GDP growth  
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1. Introduction 


 


Foreign aid is here to stay. Since its post-war origins, modern foreign aid has grown to be an 


indispensable part of international relations and a significant fraction of international financial 


flows. In 2021, the Organisation for Economic Co-operation and Development’s (OECD) “gold 


standard of foreign aid” (OECD, 2024c), Official Development Assistance (ODA), made up 


28% of all international finance for the least developed countries (Rickard, 2023). That same 


year, the total quantity of ODA surpassed 200 billion United States dollar (USD; World Bank, 


n.d.-b).  


 


Despite its consolidated, “widespread and familiar” status, however, foreign aid remains a 


politically salient topic in donor countries, as proponents and opponents cannot come to an 


agreement on its purposes or effectiveness (Lancaster, 2007, p.1). Whether foreign aid has had 


a significant impact on development in recipient countries remains a matter of fierce debate in 


academic as well as policy circles (Edwards, 2014). As donors enjoy a great deal of autonomy 


regarding the quantity and make-up of their ODA contributions, there are considerable 


differences between the relative aid quantities provided by the West’s largest donors, who have 


united themselves in the OECD’s Development Assistance Committee (DAC). In 2023, the 


largest relative donor country was close to 8 times more generous than the two smallest relative 


donors, which contributed only 0.14% of their GNI (OECD, 2024c). Of the thirty DAC 


members that have committed themselves to contributing 0.7% of their gross national income 


(GNI) annually, only eight have ever met this goal (OECD, n.d.-b)1.  


 


Despite the mutual and seemingly straightforward nature of the 0.7% target, it is not reflected 


in ODA as a percentage of GNI (OECD, 2024c), and donor country-specific data show a 


similarly irregular progression over time. Given this, and considering the volume of aid flows 


and the doubts about its effectiveness, it is worthwhile to research which factors impact ODA 


contributions, and to what extent. Consequently, foreign aid has been a longtime subject of 


political science research. Morgenthau explored in 1962 his own theory of the most “baffling” 


 
 
1 Of the thirty-two current DAC members, not all have accepted the 0.7% target. Switzerland was not yet a 


member of the United Nations at the time of the 1970 UN Resolution which originated it, and the United States 


was not at the time “in a position to accept specific targets”, according to a representative (DAC, 2016, p.2). 


Sweden, the Netherlands, Norway, Denmark, Finland, Luxembourg, Germany and the United Kingdom have at 


some point met the target. 
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of foreign policy innovations, and concluded that foreign aid should not be viewed as a purely 


economic endeavor targeting development, but instead as part of political policy of a given 


donor country, within its domestic political context (Morgenthau, 1962, p.301).  


 


Six decades later, this insight seems to have been forgotten. Regardless of whether one adopts 


this realist perspective, foreign aid should be understood within the framework of foreign policy 


as a whole. Extant economic research largely does not account for the different purposes of 


giving aid, instead focusing on whether aid ‘works’ in terms of stimulating development and 


mitigating poverty in the global South (for examples, see the meta-analysis of 97 such studies 


in Doucouliagos & Paldam, 2009). Political scientists have endeavored to find out why states 


give aid to begin with, but mainly focus on recipient-country factors such as humanitarian need 


(e.g., Al Daia et al., 2014; Kang & Meernik, 2004). Morgenthau’s view of foreign aid as part of 


political policy has been neglected.  


 


Peiffer and Boussalis (2015) suggest there are four possible frameworks to research aid 


decisions: the recipient’s need for foreign aid, the institutional environment of the recipient, the 


donor’s interests regarding the recipient, and within-donor dynamics. Extant research into the 


first three strands has shown mixed results as to whether aid allocation decisions are “poverty 


selective” (need-based), “policy selective” (based on quality of institutions), or whether neither 


of these frameworks explains donor countries’ aid decisions, although it seems that the need-


based framework may have less explanatory power than the  “selfish”, donors’ interests-based 


third framework (Peiffer & Boussalis, 2015, p.47-48; Rabehajaina et al., 2022). 


 


The fourth framework, within-donor dynamics, is the neglected domestic part of the aid 


equation. Factors such as saliency of recipient need, public support for foreign aid, the state of 


the national budget, and political and bureaucratic environment have scarcely been researched. 


Therefore, it is the aim of this study to understand which domestic factors influence the quantity 


of aid given by donor countries, and to which extent these factors impact aid effort. The current 


research question, then, is as follows: How do domestic factors within donor countries influence 


volume of contributions to Official Development Assistance?  


 


What little research there is into within-donor dynamics consists of qualitative case studies, the 


strength of which lies in differentiating between cases and deeply analyzing the structures and 


political factors present in one country. The main advantage of quantitative research, on the 
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other hand, is the generalizability of its results; examining which factors, by and large, matter 


for all donor countries. As such, Peiffer and Boussalis (2015) recommend quantitative analyses 


to assess the conclusions drawn by qualitative researchers. A quantitative analysis into donor-


country factors that impact ODA decisions is therefore conducive to advancing scientific 


knowledge on this topic. 


 


Moreover, ODA is a highly societally relevant topic. While its impact on economic growth and 


development is still being scrutinized, there is undeniably some economic or societal impact on 


recipient countries, be it positive, negative, or entirely dependent on factors that cannot easily 


be determined with aggregate data (Bourguingon and Sundberg, 2007). Studying which factors 


move a donor country to increase or decrease its contribution to ODA can inform policymakers, 


international organizations and non-governmental organizations (NGOs) about the motivations 


for foreign aid and help to understand the global dynamics underlying ODA-based development 


strategies. To understand under which circumstances donors provide more or less aid is perhaps 


to understand how to stimulate aid-giving as well. This is especially relevant in the context of 


the considerable changes the aid regime has been undergoing since non-DAC donors have been 


gaining in number, magnitude and prevalence. Examining factors that impact traditional donors 


is a first step in grasping the dynamic relations between donors.   


 


This study attempts to determine which domestic political factors influence the volume of aid 


given by donor countries by using a panel data analysis. First, the following literature review 


explores the current state of research on foreign aid and through this determines which factors 


should be included in the model. The hypotheses that follow are then applied in a panel data 


model that contains data from twenty-seven DAC members from 2000 up to and including 


2018, giving insight into explanatory factors for quantity of ODA on the donor-country level. 


Based on the results, it becomes clear to what extent the domestic political conditions of donor 


countries affect their aid volume. The panel data analysis is supported by a short exploration of 


two typical cases in order to offer suggestions for further qualitative research. Finally, the 


conclusion and discussion offer a reflection on the results and the research process, with 


additional prompts for future research, both qualitative and quantitative. 
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2. Literature review 


 


This chapter consists of a literature review of four International Relations theories and their 


readings of foreign aid – realism, post-development theory, liberalism, and constructivism - in 


order to come to theory-based expectations about domestic factors that impact aid quantity. 


Qualitative and quantitative findings from extant literature are also considered. This review 


results in expectations of the effects of several domestic factors on aid quantity in DAC 


members, and some factors to control for in the model that will be formulated in later chapters. 


First, however, a short definition and historical overview of foreign aid are in order.  


 


2.1 Defining aid  


As is common for such topics, there are as many definitions of foreign aid as there are scholars 


who concern themselves with aid. Lancaster (2007, p.9), for example, considers foreign aid to 


be a “voluntary transfer of public resources, from a government to another independent 


government, to an NGO, or to an international organization … one goal of which is to better 


the human condition in the country receiving the aid”. This is slightly broader than the definition 


given by Arvin and Lew (2015, p.1) at the beginning of their Handbook on the Economics of 


Foreign Aid, which includes only a transfer “from richer countries to poorer ones” although 


they more explicitly include the possible “other objectives with political, strategic or 


commercial imperatives” that aid may entail. Arase (2010, p.1) on the other hand, excludes such 


motives, defining foreign aid as “a negotiated transfer … for the purpose of assisting the 


recipient in improving its economic and social welfare”. 


 


Most probably, Morgenthau was correct when he wrote that the only aspect all aid has in 


common is that it is a transfer “from one nation to another” (1962, p.301), although this filters 


out the now common multilateral aid. Considering the preeminence of the DAC in the aid 


world, this study focuses on ODA specifically. Instead of suggesting another definition here, it 


is therefore best to use the definition offered by the DAC itself. This definition states that 


foreign aid is simply “government aid that promotes and specifically targets the economic 


development and welfare of developing countries” (OECD, 2024c). The specific definition for 


ODA has some notable in- and exclusions that are dealt with in the following chapter, but in 


short, ODA includes bilateral development projects, multilateral ODA, humanitarian aid, in-


donor refugee costs, and net debt relief grants (OECD, 2024c). 
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2.2 Aid throughout modern history and the DAC as value community 


While some small-scale disaster relief was provided to foreign nations by the United States and 


European states during the 19th and early 20th centuries, modern foreign aid first appeared in 


the United States post-World War Two, first as the Marshall plan and later as capital transfers 


to global South countries starting in the 1950s2, which the Soviet Union also engaged in 


(Lancaster, 2007; Broich, 2017). In Western Europe, the main antecedent to modern foreign aid 


is the development assistance provided by colonial powers, which often continued post-


independence for a variety of reasons including preserving European influence, reputational 


protection, and the promotion of commercial interests (Chiba & Heinrich, 2019).  


 


During this foundational era of foreign aid, several international organizations were founded 


with the explicit purpose of designing and governing aid flows. The United Nations Relief and 


Rehabilitation Administration (UNRRA) and the International Bank for Reconstruction and 


Development (IBRD) were founded during the 1940s to structure, implement and fund the post-


war reconstruction. The DAC, conversely, was not intended at its inception in 1960 to 


implement aid programs, but rather as a forum where policy discussions regarding aid and aid 


harmonization could take place between donors (Carey, 2021). Far from being a neutral arena, 


the DAC has profiled itself as a “community of shared values” and the “custodians” of ODA 


(Kragelund, 2008, p.556; Moorehead, 2021, p.12), acting as enforcer of its values within the 


aid community. It can be concluded from its own writings that the DAC is a political alliance 


first, with its own internal political dynamics – it does not “apologize for its values”, according 


to former chair Susanna Moorehead (Moorehead, 2021, p.12).  


 


Not uncontroversially, the United States held onto its status as the global leader in both aid 


quantity and influence on aid organizations during the remainder of the 20th century. The DAC 


especially was “an important vehicle for U.S. leadership” according to former chair John Brian 


Atwoord (Atwood, 2018, p.3). For example, the United States provided the chair of the DAC, 


who has “significant status” and influence internationally, for close to forty years (Carey, 2021, 


 
 
2 Generally, in the context of foreign aid, developing countries or global South countries are those on the list of 


official ODA recipient countries, which is decided upon and revised regularly by the members of the DAC. The 


list is based first and foremost on GNI per capita and includes among others all of the least developed countries. 


Countries lose their eligibility as ODA recipient when they exceed the income threshold for three consecutive 


years (OECD, n.d.-a).  
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p.14). This dominance was met with resistance from inside and outside of the DAC, but 


eventually, “infighting in Washington … rather than high-level diplomacy in Paris decided the 


fate [of the DAC]” (Bracho, 2021, p.149). During this time, under United States leadership, the 


main purposes of aid remained post-war reconstruction and economic development. 


 


However, aid gained a new purpose in both Europe and the United States during the era of the 


Washington Consensus: to promote the principles of neoliberalism through conditional loans 


provided by the World Bank. Trade liberalization, deregulation and privatization also guided 


aid provided to former Soviet nations to ease the capitalist transition (Orenstein, 2008). At the 


same time, an opposing, more bottom-up approach to development took shape within 


developmental NGOs (Szabó et al., 2020). Arase (2010, p.8) asserts that the top-down 


Washington Consensus approach did “little or nothing” for the poorest states, which in 


combination with the economic crises of the 1990s meant there was room for a “new aid 


agenda”, under the leadership of both the United Nations (UN) and the DAC. Development 


partnerships with roles for civil society offered a middle ground between capital transfers and 


strict conditionality. Loans, debt relief and grants had by this point all become typical forms of 


aid.  


 


2.3 Changing aid dynamics 


Foreign aid is now a widespread practice engaged in not only by global North states, but also 


regularly by developing countries, referred to as non-DAC donors. For example, Türkiye is a 


substantial aid provider within its own region (Smith, 2011), and the sharp increase in both 


Chinese and Russian aid have resulted in changing dynamics within the aid world. While this 


is not a strictly new phenomenon, Brazil, Russia, India, China and South Africa (also referred 


to as the BRICS countries) account for increasingly large sums of aid, and also have a 


fundamentally different relationship with aid recipients: one of South-South cooperation, rather 


than the traditional North-South aid dynamic. Consequently, the DAC’s leadership over the aid 


agenda, supported by the UN and the International Monetary Fund, is being increasingly called 


into question, with some scholars “uncritically celebrating” non-DAC donor aid simply because 


it is an alternative to the perceived failings of the DAC model of aid (Kim & Lightfoot, 2011, 


p.715).   
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The DAC therefore faces several perceived issues relating to the rise of non-DAC donors, 


including concerns about being replaced by some alternative forum for donors in which current 


DAC-members might not hold as much power (Kim & Lightfoot, 2011). Furthermore, Western 


donors are increasingly concerned about non-compliance with DAC aid standards, calling into 


question if non-DAC donors such as China are using aid as a vehicle for unfair competition in 


developing markets. While the emergence of non-DAC donors represents a significant change 


in aid dynamics, the DAC remains the leader of the global aid regime as of now, and it remains 


worthwhile to study the motivations of Western donors.  


 


Throughout all of these changes, the question why states give aid at all persists. The reason aid 


remains a topic of scholarly research and societal debate some sixty years after Morgenthau’s 


exploration could be because of its inherent contradictions that have not yet been overcome. 


That is, foreign aid is concurrently an “ancient tradition” (Arase, 2010, p.1) and one of the “real 


innovations” of the modern age (Morgenthau, 1962, p.301); controversial and at the same time 


“familiar and expected” (Lancaster, 2007, p.ix), widespread without any consensus as to its 


effectiveness – it might still be a “wasteful and indefensible operation” as Morgenthau feared 


(p.301). Foreign aid expenditures are strictly governed at the international level, with quantified 


targets, but also volatile and subject to domestic politics. Perhaps its biggest contradiction, 


which was present at its inception and is still a characteristic of all forms of aid: it is both selfish 


and selfless.  


 


2.4 The egoism-vs-altruism debate 


Aptly, Pauselli (2013), in his overview of international relations theories’ takes on foreign aid, 


broadly distinguishes between theoretical perspectives that have an egoistic explanation of aid 


– realism and post-development – and those with a more humanitarian view – liberalism and 


constructivism. These theories can also be sorted into the same categories along a different line: 


the egoistic theories theorize at the state level, and tend not to consider domestic factors, 


whereas the humanitarian theories generally focus on the domestic level instead. The 


explanations for this are inherent to the four theories and are dealt with below. 


 


Citing a deficit of foreign aid studies rooted in International Relations theory, Pauselli calls for 


empirical research that incorporates these ‘grand theories’ to ground causal links and enrich the 


discipline. Following this and acknowledging the importance of theory for quantitative 
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research, these four perspectives and their views on aid at the more abstract level are discussed 


first, beginning with realism.  


 


2.4.1 Realism 


Realist analyses understand international relations as an anarchic system, which determines the 


interests that states pursue in search of power and security. Following from this worldview, the 


realist understanding of foreign aid assumes international affairs affect domestic politics, but 


not vice-versa, as states’ interests emanate from the anarchic international system.  


  


The dominant realist perspective on foreign aid was developed by Morgenthau and has already 


been touched upon briefly. In his view, only one of six types of aid, humanitarian aid, is in itself 


non-political, although it can have a political function. The other five types of foreign aid – 


subsistence aid, military aid, prestige aid, bribery, and aid for economic development – have 


explicit political aims (Morgenthau, 1962). In fact, Morgenthau writes that aid for economic 


development is commonly just bribery in new bags: the state interests that drive bribery are still 


the driving force behind foreign aid, but bribery is no longer considered acceptable. In his view, 


a new international norm affected only the procedures surrounding, not the nature of, bribery 


between states. Another important tenet of this realist view is that aid for economic development 


or democratic statebuilding is generally ineffective: Edward Banfield holds in 1963 that “only 


in the most backward of countries can either kind of aid make a crucial difference” (Banfield, 


1963, cited in Malacalza, 2020).  


 


Lancaster (2007, p.3) characterizes the realist view as follows: foreign aid is a “tool of hard-


headed diplomacy”, and any impact on development or poverty is not its ultimate goal, but 


instead incidental. The real goal of foreign aid is to maintain the national security of the donor 


country, most commonly by “reducing the temptations of communism or terrorism” (p.3) or 


forming alliances with nearby states (Pauselli, 2013). The selfish explanation of foreign aid 


therefore goes hand in hand with the realist focus on the state level, as these both emanate from 


the anarchic world system.  


 


Although Morgenthau and Banfield were theorizing in the early 1960s, this is still a common 


perspective on foreign aid (e.g., Gilpin, 2001; Kamminga, 2006; Glaser, 2003). For neorealists, 


economic security is a concern alongside military security, as aid can be used to secure access 


to foreign markets and strategic resources.  
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There is some evidence for this national interest frame of foreign aid. For example, Winham 


(1970) finds that American self-concern spurred on the mother of all modern foreign aid, the 


Marshall plan, although this self-concern was not related to curbing the threat of communism 


on the European continent. Additionally, Meernik, Krueger and Poe (1998) find that American 


aid allocation decisions were affected by the end of the Cold War, which Pauselli (2013) 


postulates is to be expected within a realist framework when change to the polarity of the world 


system occurs. Finally, Schraeder and colleagues examine the effect of several realist 


determinants, such as strategic importance of the recipient country, on the foreign aid output of 


different donors, and find that the results “clearly reject” the purely altruistic view of foreign 


policy (Schraeder et al., 1998).  


 


While this study uses domestic-level factors, it is wise due to these findings to include a 


determinant that takes into account the egoistic motivation for foreign aid. A possible causal 


mechanism that captures egoism could be a decreasing gross domestic product (GDP) growth 


rate leading to decreased aid spending, due to a state prioritizing its primary security spending 


over foreign aid in times of recession. This follows Tingley (2010), who includes GDP growth 


rate in his model to control for realist assumptions on aid spending.  


 


2.4.2 Post-development theory 


Many critical perspectives also theorize mainly at the state level, but take an explicitly 


normative view in their analyses. Like realism, such theories consider aid to be a “vehicle of 


interests” (Malacalza, 2020, p.19). While critical theory contains a heterogenous group of 


perspectives, these have a common starting point: that North-South relations are broadly 


exploitative, and that global North states aim to maintain or widen the gap to uphold their global 


economic dominance (Malacalza, 2020). Aid is seen as an instrument of this imperialist goal, 


as it imposes neoliberal hegemony and the Western perspective of development. This latter idea 


stems from post-development theory, which holds that development is not beneficial per se, but 


instead an ideology imposed on the global South.  


 


Proponents of post-development theory are therefore critical not only of aid’s effectiveness as 


purported by its proponents and of states’ motives for providing it, but also of development as 


a goal. Escobar and other post-development scholars view the developmental norm as a Western 


regime; a “perverse” idea of what the global South supposedly lacks (Escobar, 1995, p.213). 


These scholars especially criticize the practices of conditionality and structural adjustment 
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policies, as these serve to impose the neoliberal regime on the global South and in doing so 


disproportionately negatively affect disadvantaged groups (Escobar, 1995). Post-development 


theory therefore provides another egoistic explanation of foreign aid; “although crouched in 


terms of humanitarian goals… [development] sought to provide a new hold on countries and 


their resources”, writes Escobar (1995, p.26). Here, the level of analysis again relates to the 


account of foreign aid, as the egoistic explanation for aid stems from North-South relations that 


are considered controlling and exploitative. Despite significant ontological differences with 


realism, tends to consider states to be unitary actors with fixed interests, and in doing so comes 


to its egoistic explanation of foreign aid, as does realism.  


 


From the post-development perspective, foreign aid is a tool to control the global South.  For 


example, it is often tied to donor country exports, or to agreements that allow the donor to 


secure resources. The occurrence of North-North aid (e.g., the Marshall plan) can also be 


explained in this way, as the United States during the postwar period was occupied with seeking 


markets for its products (Escobar, 1995) and therefore revitalized European economies, while 


global South states did not enjoy this level of foreign aid without strings attached. From this 


perspective, foreign aid in its current form should cease to exist, as it does harm to global South 


states (Escobar, 1995). 


 


Some empirical evidence supports these assertions. Broad and Landi (1996, p.9) find that while 


foreign aid expenditures grew in the 1980s, debt service alone resulted in a negative 280 billion 


USD net transfer from South to North. Foreign direct investment into the global South, which 


the World Bank reported would result in a narrowing North-South gap, instead barely impacted 


the least developed countries (Broad & Landi, 1996, p.10-1). This is to be expected when 


viewing foreign aid from a post-development perspective. Moreover, it follows from the 


egoistic explanation of foreign aid that humanitarian events would have no significant bearing 


on the quantity of aid provided, which Schraeder and colleagues find is true for several donors 


(Schraeder et al., 1998). Generally, however, post-development theory has more bearing on the 


type of aid flow and the conditionality of aid than on the quantity of aid provided, as most 


analyses qualitatively study the terms of the aid provided and their effects on the recipient 


country. The current analysis therefore does not lend itself well to taking post-developmental 


explanations into account, but does take away from post-developmental theories that states with 


a colonial past may give more foreign aid than those without, as these former colonial powers 


may use aid to keep control over their former colonies.  
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As Malacalza (2020) explains, the realist and Marxist lenses are very useful to understand why 


states, as rational actors pursuing security, or as capitalist states that seek to maintain the 


economic gap between North and South, might provide aid to developing countries, but are not 


ideal to be used to study the competition between domestic actors that shapes states’ interests. 


To do this, the humanitarian accounts of foreign aid offered by liberalism and constructivism 


are more appropriate.  


 


2.4.3 Liberalism 


The liberal perspective is perhaps best summarized by Brian Rathbun in his critique of its 


internal coherence: “[p]rogress therefore is the outcome liberals expect, and cooperation is the 


means by which it is achieved.” While liberalism should not be entirely equated to the domestic 


level of analysis (Rathbun, 2010), the liberal view does allow for consideration of domestic 


political factors considered, as it examines states’ preferences as based on their internal 


characteristics.  


 


In the liberal view, foreign aid is to a policy tool to generate international cooperation in the 


face of global issues, to increase international public goods (Malacalza, 2020; Keohane, 1982), 


and liberals argue aid can and should – out of a moral obligation to achieve justice in the 


Rawlsian sense - be used to alleviate poverty (Johri et al., 2012). Poverty is viewed as the result 


of institutional failure, although not all liberals are proponents of top-down approaches to aid 


(Edwards, 2014). Bottom-up aid advocacy is considered a niche interest (Lancaster, 2007) 


which can be brought to attention by interest groups. These can influence foreign policy and 


increase or steer the aid output of the state. Therefore, the humanitarian explanation of foreign 


aid offered by liberalism stems from the domestic level of analysis. 


 


Pauselli (2013) offers two liberal hypotheses regarding foreign aid: firstly, that the presence of 


social democrats causes an increased level of aid, and aid is thus higher in liberal democracies 


where social democratic parties are included, and secondly, based on democratic peace theory, 


that donors use foreign aid as a policy tool to spread democracy, as this both upholds their 


security and encourages an international public good. The former expectation is supported by 


Tingley (2010), who finds that more conservative governments are likely to decrease aid output 


to low-income countries. Thérien and Noël (2000; Noël and Thérien, 1995) also find that social 


democratic parties positively influence aid quantity in the long run, although this effect is 
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mediated by the strength of welfare state institutions. Regarding democratic peace theory, 


Pauselli postulates that donors might show a preference for democratic recipients when 


allocating aid, which is also asserted but not further empirically supported by Thompson (1996).  


 


The current analysis does not examine allocation decisions, and therefore cannot evaluate this 


latter assertion, but the evidence from Tingley (2010) and Thérien and Noël (2000) that suggests 


government ideology has a significant effect on aid quantity can be taken into account. The 


likely causal mechanism suggested by these authors is twofold: first, that leftist governments 


are more sensitive to humanitarian concerns and therefore more likely to increase aid spending, 


and second, that in the long run, leftist governments institutionalize welfare state principles, 


which also leads to increased aid spending. Considering the plausibility of this causal 


mechanism and the quantitative evidence found by the authors, the current analysis should 


include government ideology as a possible determinant of aid spending. Interestingly, while 


Thérien and Noël find that leftist ideology only has an effect when mediated by welfare state 


institution strength, Tingley finds no effect of change in welfare state institutions whereas 


change in ideology represented in government does have the expected effect. Therefore, 


including government ideology in this analysis can potentially clarify the causal effect at play. 


 


Moreover, there is a distinction to be made between pluralist and corporatist democracies that 


may impact foreign aid spending. As mentioned, aid advocacy groups are assumed to have 


impact on foreign aid policy because they often have a seat at the table despite aid being a 


relatively niche interest. However, not all democracies have a similar approach to interest 


representation.  


 


Pluralism is best defined using Schmitter’s influential conceptualization, namely as a “system 


of interest representation in which the constituent units are organized into an unspecified 


number of multiple, voluntary, competitive … categories which are not … controlled in 


leadership selection or interest articulation by the state” (Schmitter, 1974, p.96). Its antithesis, 


corporatism, is defined by Schmitter (1974, p.93) as a system in which these categories of 


interest groups are “singular, compulsory, noncompetitive, hierarchically ordered … recognized 


or licensed (if not created) by the state”. 


 


Crepaz (1995, p.392-3) argues in his article on the effects of pluralism on national 


environmental policy that “independently of the policy field, it is the specific institutional 
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arrangement of corporatism” [emphasis in original] that allows policymaking to be more 


“consensual and accommodative” rather than “adversarial and competitive” and therefore more 


successful. The struggles between interest groups inherent to the pluralist form of interest 


representation leads to tension between government and interest groups, whereas the “goal-


oriented” corporatist approach leads to more cooperative interest representation and more 


successful policies, according to Crepaz. Crepaz cites the Nordic countries, Germany and the 


Netherlands as corporatist examples, whereas the United States, Canada and New Zealand are 


considered, among others, as examples of the pluralist form. He finds empirically that 


corporatist states indeed had more effective air pollution policies.  


 


This distinction could have an effect on foreign aid spending as well. Rather than affecting 


effectiveness of aid policy, corporatism might lead to lower aid spending, as corporatist interest 


representation is more stringently organized and usually the dealings of only a small number of 


actors. Pluralist representation, in which a larger number of actors struggle to influence policy, 


might lead to more aid spending, because aid advocacy, again, is a relatively niche interest not 


usually represented by major strategic actors. Therefore, a more pluralist form of interest 


representation may lead to more aid spending.  


 


2.4.4 Constructivism 


Finally, constructivism holds that international relations are shaped in part by domestic norms 


and practices; ideas about morality and justice held by domestic actors influence states’ foreign 


policy decisions. Following this, the constructivist perspective on foreign aid holds that the 


current consolidated status of foreign aid is the result of an internationally accepted norm that 


rich countries should help poor countries to improve the quality of life in the global South and 


alleviate poverty (Lumsdaine, 1993).  


 


Specifically, a constructivist explanation for foreign aid is that the humanitarian concern for 


foreign states that inspires foreign aid emanates not from state-level actors but from 


cosmopolitan values held by citizens of global North states. Interest groups that hold these 


values advocate for such aid domestically, and states are thereby moved to provide aid. This is 


said by Olav Stokke to be especially true for smaller donors, whereas realism best explains the 


behaviors of “superpowers”, especially during the 20th century (Stokke, 2005, p.38). This 


projection of domestic ideas about aid at the international level is the connection between the 


domestic level of analysis and the humanitarian explanation of foreign aid.  
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Not only do cosmopolitan or “humane internationalist” values held by the individuals and 


groups that make up a state determine aid spending (Pauselli, 2020, p.36), but this has resulted 


in an international norm acknowledged even by staunch realists such as Morgenthau (1962). 


That the presence of ideas about aid within states impacts aid spending and eventually global 


norms is substantiated by Lancaster (2007), who states there is some qualitative evidence for 


these constructivist assertions from the Nordic countries. She finds through her own case studies 


that the presence of positive ideas about aid, such as the moral obligation to help poor countries 


and redistribute wealth, or the value of consensus-building in domestic politics, impact foreign 


aid spending.  


 


Specifically, Lancaster constructs a historic narrative for five major donor states – the United 


States, Japan, France, Germany, and Denmark – and finds different motivations for foreign aid 


determined by different domestic circumstances. For example, in the United States, 


development interests do not have especially strong representation in Congress or civil society, 


but Cold War interests in the 20th century and the War on Terror since the beginning of the 21st 


century have led to large aid increases led by the White House. The strong executive input on 


aid was also present in France until the late 1990s, during which time foreign aid was mostly 


organized along former colonial lines.  


 


Conversely, Germany’s contributions to foreign aid are due to its parliamentary democracy, 


which makes it possible for smaller parties to put aid on the federal agenda, and due to its 


Länder having their own aid programs, which again allows for more niche developmental 


interests to influence policy. The norm of assisting development in the global South is present 


in Germany, but there is also pressure from domestic firms that seek to enter foreign markets to 


focus on commerce-based aid. The same is true of Denmark, but Danish aid was slashed in the 


2000s by the center-right government. Commerce is also an important driver in Japan, which 


has historically mainly focused not on interest-related but on commerce-based aid to support 


its own economic autonomy, led by an idea of the value of national prestige.  


 


These case studies show, among other things, a potential causal mechanism of the political 


system of a donor state: specifically, whether it is a parliamentary or (semi-)presidential 


democracy. The suggested causal mechanism is that a parliamentary system, with coalition 


governments, allow for more space for niche aid advocacy, eventually leading to increased 
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spending on aid. Considering the qualitative evidence for this, and the fact that this causal effect 


has not been quantitatively examined before, the current study will include political system as 


a potential determinant of aid spending.  


 


2.5 Hypotheses  


In summary, the analysis will take away from this literature review and include in the model 


measures of GDP (stemming from realist approaches) colonial history (from post-development 


theory), government ideology and pluralism (from liberal approaches), and parliamentarism 


(from constructivist approaches). These variables have plausible causal mechanisms, stemming 


from the literature: GDP growth rate may significantly influence aid spending when states 


provide aid out of mostly selfish considerations, as a negative growth rate likely inspires more 


spending on a state’s primary priorities and less on other states. Former colonial powers may 


attempt to maintain ties with former colonies through aid.  Government ideology may influence 


aid spending, as leftist governments likely have more humanitarian concern for foreign states, 


and these governments tend to institutionalize welfare state principles, both resulting in 


increased aid spending over time. Pluralism may lead to increased aid spending, as niche 


advocacy groups can have more influence on foreign policy in pluralist rather than corporatist 


democracies. Finally, political system may influence aid spending, as coalition-style 


governments in parliamentary democracies allow for aid interests to influence policy more than 


presidential systems in which aid advocacy potentially has less reach. 


 


As the realist and post-developmental approaches take a more egoistic view of foreign aid, 


stemming from analysis at the state level, this analysis is, in the abstract, essentially a critique 


of realism and other approaches that neglect domestic politics. The within-donor dynamics 


approach to foreign aid proposes that domestic politics can and do impact the foreign aid policy, 


although it takes the stance that egoistic and altruistic explanations for aid can coexist. GDP-


related explanations and colonialism are therefore included as controls, while the hypotheses 


focus on the political explanations ideology, corporatism and parliamentarism.  
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This study therefore deals with three hypotheses: 


H1: Increases in left-wing government ideology correspond to increases in foreign aid  


       spending. 


H2: Governments in parliamentary systems have increased foreign aid spending compared to                      


       those in semi-presidential systems. 


H3: States with corporatist systems of interest representation have decreased aid spending             


       compared to those with pluralist systems. 


 


These hypotheses can be studied quantitatively. The next chapter deals with exactly how this is 


carried out.  
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3. Methodology 


 


The aim of this analysis is to quantitatively evaluate the expected effects of the determinants 


political system, corporatism, and government ideology on the quantity of foreign aid provided 


by members of the DAC. These expectations, as set out above, are as follows:  


 


H1: Increases in left-wing government ideology correspond to increases in foreign aid  


       spending. 


H2: Governments in parliamentary systems have increased foreign aid spending compared to                      


       those in semi-presidential systems. 


H3: States with corporatist systems of interest representation have decreased aid spending             


       compared to those with pluralist systems. 


 


To test these hypotheses, a random effects regression is performed using panel data, whereby 


the dependent variable is the absolute quantity of foreign aid. Control variables are also 


included. The sample, operationalization of the variables, data collection, and method of 


analysis are dealt with in detail below.  


 


3.1 Sample 


The time period that is considered for this analysis begins in 2000 and ends in 2018. The year 


2000 is chosen as starting point for two reasons. First, the Millennium Development Goals 


(MDGs), issued in 2000, came about partly as a response to falling global aid levels. Global 


real ODA rose by over 30% between 2000 and 2007, which is often attributed to the impact of 


the MDGs (Hulme & Scott, 2010), making this a logical starting point. Second, this time period 


has not yet been researched for this topic (e.g., Tingley (2010) uses data from 1971 until 2002 


in his 2010 article, and other similar studies such as Fan & Yuehua (2008) use exclusively 20th-


century data). Data availability stretches until 2018, which is therefore a natural end point. This 


is a satisfactory length for a panel data analysis. This sample includes the 2007-8 financial 


crisis, which naturally caused a dip in ODA effort for many donors, but does not constitute a 


major ODA crisis, as not all donors respond equally to recessions (Hallet, 2009; see also figures 


2 and 3).  
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As mentioned, the entities included in the analysis are the members of the DAC, which have a 


joint agreement to contribute 0.7% of their GNI to ODA. Twenty-seven of the current thirty-


two members can be included as entities. This excludes the European Union (EU) institutes, for 


which variables such as parliamentarism are not applicable. It also excludes Iceland, South 


Korea and Lithuania, because there are significant missing values for these entities. Notably, 


the United States will also be excluded from this analysis. The United States is an outlier on 


many fronts: in absolute terms, it is the biggest global donor by a wide margin, meaning it 


accounts for most if not all of the highest scores on the dependent variable. It is also the only 


presidential system in the DAC. This does not only mean no generalizations could be drawn 


about the effect of parliamentarism, but it also clouds the results in general. Furthermore, due 


to its two-party political system, the United States’ scores on government ideology differ vastly 


from the other states in the sample. Due to these concerns, data from the United States were left 


out entirely from the final analysis3.  


 


 For those twenty-one DAC members that have been members since before 2000 and are 


therefore present during the entire time period, the panel is considered balanced, as there are 


observations available on the dependent variable for each year for each entity4. The inclusion 


of those six members that have joined after 2000 cause an unbalanced panel without gaps, 


meaning there is no data at the beginning of the time period for these members, which is in 


itself not very problematic5. Additionally, there is often data available from before a donor 


officially joined the DAC. For example, Hungarian ODA data is available from 2003 onwards, 


despite becoming a member in 2016. To be able to observe any significant differences between 


the two groups, especially as the newer members are mainly Eastern European states, the results 


will include different models with and without the more recent members. 


 


 


 


 


 
 
3 A random effects model that includes United States data can be found in Appendix A. As expected, it shows a 


hugely significant, negative coefficient for parliamentarism. 
4 Those being Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Greece, Ireland, Italy, 


Japan, Luxembourg, the Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switzerland, and the 


United Kingdom.  
5 Those being Estonia (which joined the DAC in 2010), the Czech Republic (2013), Poland (2013), Slovakia 


(2013), Slovenia (2013), and Hungary (2016). 
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Figure 1 


DAC membership 


 


              


 Note. Created with MapChart. 


 


3.2 Variables  


3.2.1 Dependent variable 


The dependent variable, foreign aid spending, is operationalized as total ODA flow in millions 


USD from a donor country. ODA is defined as aid flows, with the purpose of promoting 


development and welfare, provided by official agencies of DAC members, to recognized ODA 


recipients, with a grant element of at least ten to forty-five percent, depending on type of loan 


and recipient (OECD, 2024c)6. The OECD currently uses ODA grant equivalent as a 


standardized measure of aid effort, which values aid with a higher grant element higher than 


aid with a higher loan element (OECD, n.d.-c). This gives more insight into the actual aid effort 


on the part of the donor state and makes for more realistic comparisons between different loans 


 
 
6Notably, ODA excludes military aid and most aid related to peacekeeping, while it includes costs for housing 


refugees from ODA recipient countries. 
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or grants. However, this has only been standard since 2019, whereas total ODA flow data is 


available for the entire time period 2000-2018.  


 


For ease of interpretation, the absolute quantity of ODA in constant USD is used instead of 


some measure relative to GDP. Another alternative would be to use year-on-year change instead 


of absolute quantity. However, absolute quantity is more appropriate here because of relatively 


stable explanatory variables and because country data is not generally very volatile; this 


analysis more so attempts to explain differences in baseline ODA spending between countries 


rather than changes within countries from year to year. ODA varies by entity and by year, which 


is specified in the function as it. The data is obtained from the extensive annual data sets 


published by the OECD under the name Flows by donor (OECD, 2024b). 


 


As is visible in figure 2 and 3 below, despite some irregularities, there is a clear upwards trend 


over the years, Both absolute quantity of ODA and ODA as a percentage of GDP have risen 


significantly since 2000, although both measures show a downward slope from 2017 onwards. 


 


Figure 2      Figure 3 


Total ODA of all donors    Average relative ODA across donors 


 


 


 


 


 


 


 


 


 


 


 


3.2.2 Explanatory variables 


Parliamentarism makes a distinction between parliamentary, semi-presidential and presidential 


systems. Since United States data was removed from the data set, this now only indicates 


parliamentary and semi-presidential systems. Data is obtained from the Quality of Government 


(QoG) standard data set from the QoG Institute (Teorell et al., 2024), which captures 
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parliamentarism with a three-part typology, in which a score of 0 represents a presidential 


system, 1 represents a semi-presidential system and 2 represents a parliamentary system. The 


score is based on a two-dimensional categorization: first, whether there is unity or separation 


between president and parliament, and second, the relative power of the president. France, 


Poland and Switzerland are considered semi-presidential. To reflect that this analysis does not 


include presidential systems, this is recoded to 0 representing parliamentary systems and 1 


representing semi-presidential systems.  


 


Ideology is operationalized as government composition, where the score on this variable is 


defined as the share of parliamentary seats held by left-wing parties in government, as 


percentage of total parliamentary seats held by governing parties, weighted by the number of 


days in office in a year. This data is obtained from the Comparative Political Data Set (CPDS), 


which constructs this measure based on the Political Data Yearbook from the European Journal 


of Political Research (Armingeon et al., 2023). This data set does not include data on South 


Korea, which therefore is not included in the analysis. As visualized in figure 4 below, there is 


a negative trend across the time period.  


 


Figure 4              Figure 5 


Average value on ideology across donors          Average value on corporatism across donors 


 


 


 


 


 


 


 


 


 


 


 


For Corporatism, the most recent, most complete index originally constructed by Jahn (2016) 


is used, which provides a measure for corporatism based on the broadly agreed upon aspects 


that make up corporatism, such as the scope, function and structure of interest representation. 


This analysis makes use of Jahn’s time-variant scores, last updated in 2022 (Jahn, 2022). From 







 
 


27 


the sampled states, Finland is the most corporatist on average, with an average score of 1.14, 


while the United Kingdom and Canada are most pluralist with scores of –1.32. These are z-


standardized scores, which means 0 represents the mean of all states in Jahn’s original sample. 


Jahn’s index excludes Iceland, meaning it must be left out of the analysis. Jahn stipulates 


corporatism is cyclical, and this time period seems to capture this, as shown above.  


 


3.2.3 Control variables 


The variables GDP growth rate and GDP per capita (both in constant values) are included to 


control for differences in ODA effort caused by economic ‘health’ and ‘wealth’, respectively. 


While these are by no means perfect measures, they are useful indicators. GDP per capita is 


measured in USD. Data on GDP per capita and GDP growth are obtained from the World Bank 


(World Bank, 2024). All sampled DAC member countries are included for all years.  


 


The variable membership is a dichotomous variable that indicates whether a state has been a 


member of DAC for the entire measured time period. This data is obtained from Development 


Co-operation Profiles of each member, published by the OECD yearly (OECD, 2024a). 


Colonialism is a dummy that indicates whether a state has had colonial relations with countries 


that are or have ever been on the official DAC list of ODA recipients, as the causal mechanism 


described depends on donors prioritizing their own former colonies when spending aid. Data is 


retrieved from Gravity database from the Centre for Prospective Studies and International 


Information (French: Centre d’Études Prospectives et d’Informations Internationales, CEPII; 


Conte et al., 2022). Annen and Strickland (2017) find a large positive effect of election cycles 


on humanitarian aid, so this is controlled for with election, which is a dummy that indicates 


years prior to a national election by which an executive is elected. This data is obtained from 


the National Elections Across Democracy and Autocracy (NELDA) database, version 6 (Hyde 


& Marinov, 2012). 


 


Finally, the error terms uit, ai, µt refer to the normally distributed error, variation between the 


donor countries and variation over time, respectively.   
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Table 1 


Variable labels, sources, units and descriptions 


 


3.3 Model  


3.3.1 Random effects model 


Ordinary Least Squares (OLS) regression is not the most reliable method for these purposes.  It 


assumes data points are uncorrelated, while the observations on these variables are grouped per 


donor country. Fixed effects and random effects models instead are better specified for use with 


panel data, which is a data set of the same group of entities over a period of time, where cross-


sectional data lacks the temporal element and time series analyses include only one entity 


(Berrington et al., 2006). Of these two remaining options, a fixed effects model is not 


appropriate here. A fixed effects model controls for (some) omitted variable bias by capturing 


all variation that is constant for the entities over time, and as such cannot be used when the 


effects of interest are constant over time (Bell & Jones, 2015). This analysis deals with several 


variables that are stable over the time period – parliamentarism, membership, and colonialism 


Label Source Unit Description 


ODA OECD Millions of USD Absolute quantity of ODA provided by 


DAC members 


 


parliamentarism QoG Dichotomous variable Political system  


(0=parliamentary, 1=semi-presidential) 


ideology CPDS Percentage Governing leftist parties’ seat share in 


Parliament as percentage of Parliamentary 


seat share of all governing parties 


corporatism Jahn z-standardized score Degree of corporatism as opposed to 


pluralism 


 


GDPgrowth World 


Bank  


Annual percentage   Growth rate of GDP expressed in constant 


2015 prices 


 


GDPcap World 


Bank 


USD GDP per capita expressed in constant 2015 


prices 


 


membership OECD Dichotomous variable Pre-2000 membership of the DAC (0=no, 


1=yes) 


election NELDA Dichotomous variable Year prior to a national election (0=no, 


1=yes) 


colonialism CEPII Dichotomous variable Colonial history with ODA-recipient(s) 


(0=no, 1=yes) 
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- and a fixed effects model cannot be used to analyze the relationships of these variables with 


ODA effort. In other words, fixed effects models cannot separately measure the effects of 


variables that do not vary over time. Random effects models address this restriction by including 


a random part of the error term that is allowed to vary for individual entities, which means 


variables that are constant over time can be included in the model. Finally, fixed effects models 


do not allow for conclusions to be drawn about entities outside of the sample, whereas random 


effects models can make predictions outside of the sample (Clark & Linzer, 2015).  


 


The random effects model used for this analysis is as follows: 


 


𝑂𝐷𝐴𝑖𝑡 = 𝛽0 + 𝛽1 ∙ 𝑝𝑎𝑟𝑙𝑖𝑎𝑚𝑒𝑛𝑡𝑎𝑟𝑖𝑠𝑚𝑖 +  𝛽2 ∙ 𝑖𝑑𝑒𝑜𝑙𝑜𝑔𝑦𝑖𝑡 + 𝛽3 ∙ 𝑐𝑜𝑟𝑝𝑜𝑟𝑎𝑡𝑖𝑠𝑚𝑖𝑡      


                              + 𝛽4  ∙ 𝐺𝐷𝑃𝑔𝑟𝑜𝑤𝑡ℎ𝑖𝑡 + 𝛽5 ∙ 𝐺𝐷𝑃𝑐𝑎𝑝𝑖𝑡 + 𝛽6 ∙ 𝑐𝑜𝑙𝑜𝑛𝑖𝑎𝑙𝑖𝑠𝑚𝑖 +  𝛽7 ∙ 𝑚𝑒𝑚𝑏𝑒𝑟𝑠ℎ𝑖𝑝𝑖   


+  𝛽8 ∙ 𝑒𝑙𝑒𝑐𝑡𝑖𝑜𝑛𝑖𝑡  + 𝑢𝑖𝑡 + 𝑎𝑖 + 𝜇𝑡  


 


3.3.2 Interaction effects 


It may be the case, due to different spending patterns, that the election cycle effect also differs 


for right-wing and left-wing governments. To test this, an interaction effect is added to the 


model. If this interaction is significant, the election cycle effect indeed differs for right-wing 


and left-wing governments. Additionally, the effect of GDPgrowth may be different for older 


DAC members and newer DAC members (which functionally differentiates between North-, 


South- and Western European states, and Eastern European states), because the newer donors 


have made big jumps in GDP during the past decades. The variable membership can therefore 


interact with GDPgrowth. These interaction effects are represented by the pairs of interacting 


variables in the model below. These are included to give an extra dimension to the research, but 


are not strictly necessary to answer the research question and therefore are discussed more 


minimally than the main three explanatory variables. 


 


𝑂𝐷𝐴𝑖𝑡 = 𝛽0 + 𝛽1 ∙ 𝑝𝑎𝑟𝑙𝑖𝑎𝑚𝑒𝑛𝑡𝑎𝑟𝑖𝑠𝑚𝑖 +  𝛽2 ∙ 𝑖𝑑𝑒𝑜𝑙𝑜𝑔𝑦𝑖𝑡 + 𝛽3 ∙ 𝑐𝑜𝑟𝑝𝑜𝑟𝑎𝑡𝑖𝑠𝑚𝑖𝑡      


                              + 𝛽4  ∙ 𝐺𝐷𝑃𝑔𝑟𝑜𝑤𝑡ℎ𝑖𝑡 + 𝛽5 ∙ 𝐺𝐷𝑃𝑐𝑎𝑝𝑖𝑡 + 𝛽6 ∙ 𝑐𝑜𝑙𝑜𝑛𝑖𝑎𝑙𝑖𝑠𝑚𝑖 +  𝛽7 ∙ 𝑚𝑒𝑚𝑏𝑒𝑟𝑠ℎ𝑖𝑝𝑖   


+  𝛽8 ∙ 𝑒𝑙𝑒𝑐𝑡𝑖𝑜𝑛𝑖𝑡 +  𝛽9 ∙ 𝑖𝑑𝑒𝑜𝑙𝑜𝑔𝑦𝑖𝑡 ∙ 𝑒𝑙𝑒𝑐𝑡𝑖𝑜𝑛𝑖𝑡 + 𝛽10


∙ 𝑚𝑒𝑚𝑏𝑒𝑟𝑠ℎ𝑖𝑝𝑖 ∙ 𝐺𝐷𝑃𝑔𝑟𝑜𝑤𝑡ℎ𝑖𝑡 + 𝑢𝑖𝑡 + 𝑎𝑖 + 𝜇𝑡 
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3.3.3 Lagged effects 


It is plausible that GDPgrowth may have a lagged effect on ODA spending, as the actual growth 


in year t may not be known to a government until t+1, and this knowledge may not affect 


spending until year t+2. Such lagged GDPgrowth effects are not uncommon in panel data 


research (e.g., Tang, 2008). Therefore, two lags of GDPgrowth will be included to take this 


possibility into account, as shown in the functional form of the distributed lag model below.  


 


𝑂𝐷𝐴𝑖𝑡 = 𝛽0 + 𝛽1 ∙ 𝑝𝑎𝑟𝑙𝑖𝑎𝑚𝑒𝑛𝑡𝑎𝑟𝑖𝑠𝑚𝑖 +  𝛽2 ∙ 𝑖𝑑𝑒𝑜𝑙𝑜𝑔𝑦𝑖𝑡 + 𝛽3 ∙ 𝑐𝑜𝑟𝑝𝑜𝑟𝑎𝑡𝑖𝑠𝑚𝑖𝑡      


                              + 𝛽4  ∙ 𝐺𝐷𝑃𝑔𝑟𝑜𝑤𝑡ℎ𝑖𝑡+ 𝛽5 ∙ 𝐺𝐷𝑃𝑔𝑟𝑜𝑤𝑡ℎ𝑖(𝑡−1)+ 𝛽6 ∙ 𝐺𝐷𝑃𝑔𝑟𝑜𝑤𝑡ℎ𝑖(𝑡−2)                     


+ 𝛽7 ∙ 𝐺𝐷𝑃𝑐𝑎𝑝𝑖𝑡 +  𝛽8 ∙ 𝑐𝑜𝑙𝑜𝑛𝑖𝑎𝑙𝑖𝑠𝑚𝑖 +  𝛽9 ∙ 𝑚𝑒𝑚𝑏𝑒𝑟𝑠ℎ𝑖𝑝𝑖   + 𝛽10 ∙ 𝑒𝑙𝑒𝑐𝑡𝑖𝑜𝑛𝑖𝑡  


+ 𝑢𝑖𝑡 + 𝑎𝑖 + 𝜇𝑡 


 


In this model, GDPgrowthi(t-1) represents one lag of GDPgrowth, and GDPgrowthi(t-2) represents 


the second lag.  


 


In the following chapter, the data set is inspected, which includes assumption testing for OLS 


regression and formally testing whether a random effects model can be used.   
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4. Data inspection 


 


The data set contains 513 observations in total, with eight missing values on the dependent 


variable and three missing values on corporatism, due to missing values in the original 


databases. The missing values on corporatism are at the end of the panel. To preserve the 


integrity of the results, only full observations are included in the models.    


 


Table 2 


Descriptive statistics, all entities, numeric variables 


 


Statistic N Mean St. Dev. Min Max NA 


Corporatism  510 0.1 0.7 -1.3 1.3 3 


Ideology 513 0.4 0.4 0.0 1.0 - 


Quantity of ODA 505 3,304.6 4,182.5 1.5 27,483.1 8 


ODA as % of GDP 505 0.004 0.003 0.000 0.02 8 


GDP growth 513 0.02 0.03 -0.1 0.2 - 


GDP per capita 513 38,588.6 21,623.9 7,344.1 112,417.9 - 


 


Table 3 


Frequencies, all entities, categorical variables 


Value N 0 1 NA 


Election 513 370 143 - 


Parliamentarism 513 456 (24) 57 (3) - 


Colonialism 513 266 (14) 247 (13) - 


Membership 513 114 (6) 399 (21) - 


              Note. For time-fixed variables, the number of entities is included in brackets. 


 


4.1 OLS analysis  


Before running a random effects model, it is necessary to run an OLS regression first. This is 


done to get a sense of the relationships between the variables, which thereby acts as a first 


robustness check for the final random effects model, and to be able to test some assumptions of 


linear regression. The first assumption is that the relationships can be captured in a linear 


regression line. To this end, scatter plots of the numeric variables corporatism, ideology, 


GDPcap and GDPgrowth can be found in Appendix B. These do not show any reason to believe 


there might be non-linear relationships at play here. 
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Table 4 


OLS  regression, all entities 


 Dependent variable: 


 ODA 


corporatism -815.900*** 


 (232.058) 


parliamentarism 1,823.952*** 


 (509.440) 


ideology -479.862 


 (426.203) 


gdp cap 0.017 


 (0.011) 


gdp growth -8,068.537 


 (5,580.923) 


colonialism 3,233.489*** 


 (420.278) 


membership 2,006.336*** 


 (654.755) 


election -27.054 


 (354.078) 


Constant -338.882 


 (470.269) 


Observations 502 


R2 0.290 


Adjusted R2 0.278 


Residual Std. Error 3,559.397 (df = 493) 


F Statistic 25.128*** (df = 8; 493) 


Note. *p<0.05; **p<0.01; ***p<0.001 


 


This preliminary analysis shown in table 4 generally bodes well as an indication of the final 


model. The model is highly significant with an overall p-value of less than 0.001, and the R2 


that about 29% of the variation in ODA quantity is explained by these independent variables, 


which is relatively high but not necessarily implausible for a model that only tests domestic 


variables. At first glance, it seems that parliamentarism and corporatism have significant 


effects on ODA effort, with semi-presidential systems producing a higher ODA quantity than 


parliamentary systems, and more pluralist states contributing more to ODA than corporatist 


states. This is also true for states with a colonial history and states that have been a member of 
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DAC since before the year 2000. However, these results should not be taken at face value, as 


OLS is not the most appropriate method for this data. The OLS model that includes the 


interaction effects between ideology and election, and GDPgrowth and membership (found in 


Appendix C)m does not show significant interaction effects, which again may not be a good 


indication of reality.  


 


4.2 Assumption testing 


These results allow for assumption testing. First, it is important that there is no multicollinearity 


in the data, which can be detected with a correlation matrix as well as through a variance 


inflation factor (VIF) table. 


 


Table 5 


Correlation matrix between dependent, explanatory and control variables 


Correlation ODA corpor-


atism 


ideol-


ogy 


parlia- 


mentarism 


GDP 


growth 


GDP 


cap 


member 


-ship 


election colonialism 


ODA 1.00         


corporatism -0.02 1.00        


ideology -0.04 0.07 1.00       


parliamentarism 0.09 -0.06 -0.03 1.00      


GDP growth -0.14 -0.13 -0.03 0.03 1.00     


GDP cap 0.15 0.29 -0.07 0.06 -0.01 1.00    


membership 0.39 0.33 0.01 0.09 -0.20 0.59 1.00   


election 0.01 -0.03 0.02 0.01 0.02 -0.02 0.01 1.00  


colonialism 0.46 0.10 0.04 0.10 -0.18 -0.02 0.52 0.03 1.00 


Note. The correlation between numeric variables is captured with Pearson’s correlation coefficient, the correlation between 


numeric and categorical variables with point-biserial correlation and the correlation between categorical variables with 


Cramer’s V 


 


Table 6 


VIF table 


Variable VIF 


parliamentarism 1.04 


corporatism 1.17 


ideology 1.02 


gdp growth 1.08 


gdp per capita 2.09 


colonial history 1.75 


election 1.00 


membership 2.81 


Mean VIF 1.06 
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High correlation between independent variables is an issue, as this makes it difficult to 


distinguish exactly which effect corresponds to which variable. Furthermore, multicollinearity 


also erroneously increases standard errors, which complicates statistic testing. Fortunately, 


correlation coefficients between variables in this model are very low. The only instances of 


relatively high correlation are still a long way from the threshold generally considered for strong 


correlation, around 0.75. Two are related to colonialism, which is correlated with ODA (0.46), 


and with DAC membership since before 2000 (0.52). GDP per capita is negatively correlated 


with newer DAC members. Former colonial states, more generous donors, states with higher 


GDP per capita and older DAC members all mostly include Western European states, which 


may explain these correlations. Nevertheless, the correlation is not high enough to be cause for 


concern. This is confirmed by the VIF table. VIF values test correlation not between two 


variables, but a given independent variable and all other independent variables in a model, and 


become worrisome when they exceed a value of five. The VIF values for this model are not 


high enough to be cause for concern.  


 


Another assumption of linear regression is homoscedasticity, meaning the residuals have equal 


variance for any fitted value of x on a regression line. If the residuals are greater for higher 


values of x, for example, this means parameter estimates are less correct than the model 


considers them to be, leading to unreliable statistical testing. This can be visually detected with 


a residual plot. As is visible below, this is true for the OLS model – the fitted values become a 


worse measure of the actual values of ODA as the values of x rise. This is somewhat to be 


expected, as the OLS model is an inaccurate measure for panel data, but it does mean extra 


caution is necessary for the final panel data analysis and a formal test for homoscedasticity is 


required. 


Figure 6 


Residual plot of OLS regression analysis 
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The residual plot additionally shows some outliers on the y- as well as the x-dimension. To 


determine whether these outlying cases have a disproportional influence on the regression line, 


both the individual cases’ leverage and Cook’s distance are considered. The cases with 


disproportional leverage and a Cook’s distance that exceed the threshold are removed from the 


data set, which results in a significantly different model. The relevant plots, as well as the new 


OLS regression without the disproportionately influential cases, can be found in appendix D.  


 


Finally, the autocorrelation function (ACF) plot below raises concerns about autocorrelation, as 


the first fourteen lags exceed the normal values indicated by the dashed lines. This is to be 


expected in a panel data set, as autocorrelation is usually present in clustered samples, and the 


current OLS regression does not take into account that the observations are clustered into 


countries. The panel data model requires a formal test to rule out autocorrelation when these 


clusters have been accounted for.  


 


Figure 7 


ACF plot of OLS regression analysis 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 







 
 


36 


4.3 Panel data analysis 


While a random effects model is the most appropriate method to analyze this data set for reasons 


outlined above, this assertion should also be formally supported. In short, a Chow test shows 


that pooled regression should not be used in this case (p-value < 2.2e-16), and a Hausman test 


shows that random effects can be used instead of fixed effects (p-value = 0.089). 


 


Unfortunately, formal tests show that both heteroscedasticity and autocorrelation are still 


present in the panel data. The hypothesis that the data is homoscedastic can be rejected (p-value 


= 4.39e-13) through a Breusch-Pagan test. In this case, this means the model does not fit as well 


towards the higher values of x. A Durbin-Watson test shows positive autocorrelation with a 


Durbin-Watson statistic of 0.69 (p-value = 1.760e-50), meaning the error terms are correlated 


with each other. This is somewhat common in analyses where time is a factor. 


 


Heteroscedasticity and autocorrelation both lead to overestimated confidence in model 


parameters and incorrect standard errors. One way to combat this is to report heteroscedasticity 


and autocorrelation consistent (HAC) standard errors instead, which remedy the incorrect 


standard errors and significance levels. Therefore, an alternative to HAC standard errors for 


panel data are reported for all further models, referred to as HAC standard errors for the sake 


of simplicity.  
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5. Results 


 


5.1 Main random effects models 


Random effects regression with HAC standard errors is the most appropriate method to analyze 


the effect of domestic political factors on the development assistance effort of donors. In order 


to build the final model, based on the theoretical framework above, a static random effects 


model is first developed, as well as random effects models with the interaction effect between 


ideology and election, and the interaction effect between membership and GDPgrowth. These 


models can be found in table 7.  


 


Model 1 in table 7, the static random effects model without lags or interaction effects, shows 


no significant effect of corporatism, parliamentarism or ideology on ODA effort. GDPcap does 


have a significant and positive effect, meaning that every rise by one dollar per capita is 


associated with an increase in ODA effort by 87.000 USD (99.9% confidence level). 


Colonialism is also significant at the 99.9% level, meaning states which have a colonial history 


with official ODA-recipient states spend 4,000 million USD more on ODA.  


 


Interestingly, GDPgrowth has a significant, negative effect on ODA effort, meaning ODA 


expenditures fall significantly as GDP growth rates rise. This effect persists in model 2, when 


the interaction between ideology and election is added, and deserves closer attention when all 


of the random effects models have been considered.  


 


Models 1 and 2 are very similar, as the interaction between ideology and election is 


insignificant. The positive effects of GDPcap and colonialism remain significant in model 2, 


and both models explain about 13% of the variation in ODA effort. However, the adjusted R2 is 


slightly lower in model 2, signaling that the fit of this model is slightly worse, most likely owing 


to the insignificant interaction effect.  
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Model 3 shows an overall similar picture, save for a significant effect of the interaction between 


GDPgrowth and membership. This indicates that the negative effect of GDPgrowth that was 


present in models 1 and 2 is true for older DAC members, which are mostly Western European 


states. The effect is similar in size to the negative effect of GDPgrowth in models 1 and 2, which 


indicates that the effect in these models originates from the older DAC members and may not 


be significant for newer DAC members. GDPgrowth by itself is no longer significant, 


supporting this.  


 


Table 7 


Random effects models with interactions  


 Dependent variable: 


 ODA 


 (1) (2) (3) 


corporatism 70.763 74.349 93.205 


 (142.972) (142.237) (129.943) 


parliamentarism 1,603.144 1,601.261 1,581.044 


 (1,789.276) (1,790.891) (1,807.431) 


ideology -271.798 -230.130 -221.617 


 (272.866) (253.659) (254.566) 


GDPcap 0.087*** 0.088*** 0.090*** 


 (0.033) (0.033) (0.034) 


GDPgrowth -2,094.531* -2,113.104* 86.420 


 (1,215.420) (1,212.463) (522.043) 


colonialism 4,278.147*** 4,285.192*** 4,321.396*** 


 (1,578.121) (1,580.670) (1,589.271) 


membership -1,565.114 -1,581.268 -1,590.188 


 (1,147.927) (1,147.623) (1,137.210) 


election -63.798 -16.888 -14.452 


 (54.784) (56.082) (58.201) 


election*ideology  -129.971 -124.919 


  (79.506) (79.478) 


GDPgrowth*membership   -3,561.814* 


   (2,137.366) 


Constant -1,200.175** -1,217.532** -1,313.655*** 


 (473.750) (474.228) (503.132) 


Observations 491 491 491 


R2 0.132 0.132 0.134 


Adjusted R2 0.117 0.116 0.116 


Note. HAC standard errors are reported.                                                        *p<0.05; **p<0.01; ***p<0.001  
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The control variables membership and election are insignificant in all models in table 7, 


signifying that the expected positive effect of election cycles on ODA effort in the year prior to 


an election is absent here. This cannot yet be said for membership, as the relationship between 


membership, GDPgrowth and ODA calls for deeper analysis further down the line.  


 


Table 8 shows the same static model (model 1), and three models which include lags on 


GDPgrowth. As discussed, GDPgrowth may have a delayed effect on ODA expenditure by one 


or two years, due to the nature of GDP measurement and budget cycles.  


 


The one- and two-year lags on GDPgrowth are significant in models 2 and 3, at the 99.9% and 


the 99% levels respectively. Similarly to the static model, these effects are negative. In model 


4, which includes both lags, both are still significant, although less so. This gives more reason 


to further analyze GDPgrowth. A quick robustness check on lagged GDPgrowth (appendix E) 


shows that further lags are not significant, and as such there is no reason to include these lags.  


 


As in the previous interaction models, corporatism, parliamentarism, and ideology do not have 


a significant effect on ODA effort. GDPcap is still highly significant and has a similar 


coefficient and robust standard error between models, which is also true for colonialism. 


Election and membership again have insignificant effects on ODA. The values of R2 are similar 


to those in the interaction models. This shows the coefficients, significance levels and standard 


errors of the random effects models are quite robust to the inclusion of new significant variables.  
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Table 8 


Random effects models with lags  


 Dependent variable: 


 ODA 


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


corporatism 70.763 118.500 113.433 153.977 


 (142.972) (154.581) (170.702) (174.766) 


parliamentarism 1,603.144 1,596.245 1,611.398 1,594.629 


 (1,789.276) (1,792.750) (1,776.038) (1,794.393) 


ideology -271.798 -263.708 -272.381 -262.272 


 (272.866) (267.938) (270.043) (265.959) 


GDPcap 0.087*** 0.089*** 0.086*** 0.089*** 


 (0.033) (0.033) (0.032) (0.032) 


colonialism 4,278.147*** 4,301.868*** 4,256.570*** 4,310.805*** 


 (1,578.121) (1,614.556) (1,615.853) (1,647.261) 


membership -1,565.114 -1,648.508 -1,522.674 -1,698.071 


 (1,147.927) (1,148.198) (1,107.603) (1,150.644) 


election -63.798 -69.804 -66.911 -70.849 


 (54.784) (61.071) (56.598) (59.473) 


GDPgrowth -2,094.531*    


 (1,215.420)    


GDPgrowth (t-1)  -3,073.819***  -2,456.532** 


  (1,021.256)  (959.889) 


GDPgrowth (t-2)   -2,630.167** -1,895.009* 


   (1,094.945) (1,086.597) 


Constant -1,200.175** -1,169.669** -1,148.856** -1,125.219** 


 (473.750) (471.765) (490.432) (477.770) 


Observations 491 490 489 489 


R2 0.132 0.135 0.131 0.135 


Adjusted R2 0.117 0.120 0.116 0.119 


Note. HAC standard errors are reported.                                                                *p<0.05; **p<0.01; ***p<0.001  


 


Finally, table 9 includes models with both lags and interaction effects. As it is not possible to 


include three versions of the same lagged variable in one model, model 3 in table 8 can be 


viewed as the most complete random effects model with these variables, as it includes the most 


significant lag of GDPgrowth and both interaction effects. The interaction between GDPgrowth 


and membership now uses the version of GDPgrowth lagged by one for the same reason.  
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Table 9 


Random effects models with lags and interaction  


  


  Dependent variable: 


                                             ODA 


 (1) (2) (3) 


corporatism 156.445 152.065 156.858 


 (173.086) (144.618) (142.248) 


parliamentarism 1,592.839 1,575.440 1,572.075 


 (1,796.231) (1,805.585) (1,808.960) 


GDPcap 0.089*** 0.091*** 0.091*** 


 (0.032) (0.033) (0.033) 


GDPgrowth (t-1) -2,438.441** -312.182 -288.867 


 (961.124) (430.312) (461.785) 


GDPgrowth (t-2) -1,876.973*   


 (1,086.453)   


colonialism 4,317.499*** 4,339.861*** 4,352.206*** 


 (1,648.685) (1,632.277) (1,634.930) 


election -36.946 -63.234 -25.498 


 (59.609) (60.763) (63.469) 


ideology -232.492 -250.017 -216.678 


 (249.558) (268.572) (252.674) 


membership -1,712.107 -1,647.611 -1,674.951 


 (1,152.648) (1,134.260) (1,138.767) 


election*ideology -93.466  -104.252 


 (70.061)  (70.877) 


GDPgrowth (t-1) * 


membership 
 -4,464.513*** -4,465.990*** 


  (1,429.289) (1,423.167) 


Constant -1,140.145** -1,278.981*** -1,297.644*** 


 (479.546) (480.654) (481.415) 


   


Observations 489 490 490 


R2 0.135 0.138 0.139 


Adjusted R2 0.117 0.122 0.121 


   


Note. HAC standard errors are reported.                                                   *p<0.05; **p<0.01; ***p<0.001 
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Model 3 explains close to 14% of the variation in ODA effort and shows significant and positive 


effects of GDPcap and colonialism, comparable to earlier models. The negative interaction 


effect between GDPgrowth (now lagged) and membership is present as well. All other 


independent variables have insignificant effects on ODA.  


 


Model 2, the same model but lacking the interaction between ideology and election, is reported 


because this interaction has not been significant. Model 2 is a slightly better fit for the data than 


model 3, with respective adjusted R2 values of 0.122 and 0.121, although both models are highly 


significant.  


 


With the inclusion of the interaction between GDPgrowth and membership, models 2 and 3 


both explain more of the variation in ODA effort than model 1, which instead includes the 


second lag on GDPgrowth. However, the coefficients, significance levels and robust standard 


errors of significant variables are similar across models, indicating again robustness throughout 


the inclusion of new significant effects.  


 


5.2 The effect of membership 


As becomes visible in the random effects models above, there is some effect of membership 


that calls for further analysis. While this variable is not by itself significant, its interaction with 


GDPgrowth is highly significant, indicating that the observed negative effect of GDPgrowth is 


different in DAC members that have been a member since before 2000, versus members that 


joined after 2000. Notably, these newer members are all Central and Eastern European states, 


whereas the older members are mainly Western European states (see figure 1). The models in 


table 10, which distinguish between the two values of membership, are thereby functionally an 


East-West differentiation. 
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Table 10 


Random effects models for newer and older DAC members 


 Dependent variable: 


 ODA 


 (1) 


membership=0 


(2) 


membership=1 


corporatism 93.814** 324.449*** 


 (45.373) (121.580) 


parliamentarism 430.743*** 1,156.551 


 (55.431) (4,588.987) 


GDPcap 0.028*** 0.104*** 


 (0.006) (0.039) 


GDPgrowth (t-1) -20.030 -4,090.555** 


 (93.597) (1,727.692) 


GDPgrowth (t-2) 101.266* -3,348.549** 


 (60.939) (1,381.698) 


election -18.915*** -45.684 


 (7.108) (71.439) 


ideology -113.216*** -257.954 


 (23.993) (318.279) 


election*ideology 50.235*** -101.821 


 (16.338) (79.480) 


Constant -269.232** -768.301 


 (112.981) (1,500.500) 


Observations 105 384 


R2 0.525 0.130 


Adjusted R2 0.485 0.111 


                                                                                                                                                                                                                         *p<0.05; **p<0.01; ***p<0.001 


Note. HAC standard errors are reported. Nerlove method used due to number of entities for model 1. Colonialism is left out 


due to lack of variation in the sample for model 1. 


 


Interestingly, these models paint a different picture than the aggregated model, as the effect of 


corporatism is significant in both models, and parliamentarism, ideology and election as well 


as the interaction of the latter two are significant in model 1. However, due to the lower number 


of observations, especially in model 1, and the different random effects method that is used here 


because of the low number of entities, these models should not be compared haphazardly to the 


main random effects models. The low number of entities and observations may also explain the 


considerably higher R2 in model 1, which is more likely spurious than an indication of the 


actually explained variation in ODA effort. Similarly, the significant effect of parliamentarism 


in model 1 most likely is a result of a country-specific effect in Poland, the only semi-
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presidential system among newer members, and therefore is not necessarily meaningful in this 


model. Nevertheless, these models can be compared well to each other.  


 


As suspected, the effect of GDPgrowth is different in older members than in newer members. 


In fact, the effect is positive in newer members and significant for the second lag, whereas it is 


negative in older members. The coefficient is much lower in model 1, potentially corresponding 


to lower ODA effort in newer members in general. 


 


Furthermore, the aforementioned significant effects of ideology and election at the 99.9% level 


in model 1 as opposed to model 2 are noteworthy. The negative coefficient for election indicates 


a significantly negative result on ODA expenditure for entirely right-wing governments in the 


year prior to an election, whereas the positive coefficient for the interaction effect indicates a 


positive effect for left-wing governments in the year prior to an election. However, in years not 


just prior to an election, left-wing governments are associated with lower ODA effort.  


  


5.3 Typical cases: suggestions for qualitative analyses  


Having shown that these  differentiated effects are present in the sample, it is worthwhile to 


look at the national level to get a sense of the possible mechanisms at play here. While a full 


country-level examination of the negative effects of GDP growth and left-wing ideology is 


outside of the scope of this analysis, a brief sketch of a possible qualitative exploration is 


worthwhile as a suggestion for further research. To this end, two typical cases are selected. 


 


Ireland is an example of a typical older DAC member, considering its parliamentary system and 


middling corporatism, GDP per capita, and ODA effort as percentage of GDP compared to other 


older members. Ireland has been a member of the DAC since 1985. Hungary is an example of 


a typical newer DAC member, having joined the DAC in 2016. Its GDP, ODA effort as 


percentage of GDP and corporatism are close to the average for the newer DAC members.  
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Table 11 


Scores of Ireland and Hungary on variables, compared to group averages 


 Older 


members 


Ireland Newer 


members 


Hungary 


Parliamentarism* 2 2 2 2 


Corporatism 0.18 -0.06 -0.35 -0.55 


GDP per capita 45447.52 51200.20 14477.61 11532.94 


ODA as % of GDP 0.48% 0.36% 0.11% 0.11% 


GDP growth rate % 1.84% 4.93% 3.28% 2.56% 


Ideology 0.36 0.10 0.34 0.42 
*For parliamentarism, the mode is reported instead of the average. 


 


As shown, Ireland shows similar values to the average of all older members in the table above, 


except its average GDP growth rate is relatively quite high. The negative effect of GDP growth 


on ODA effort is present in Ireland, making it a good candidate to investigate more closely as 


the negative GDP growth rate effect might be more clearly identifiable with a higher overall 


growth rate, whereas Ireland remains an overall typical older DAC member. Its z-standardized 


corporatism score is close to 0, which is close to the mean of all countries in Jahn’s original 


database. This is also true for the mean score of the older DAC members, although it slightly 


favors corporatism whereas Ireland is slightly more corporatist compared to the original sample. 


Hungary shows similar values to the newer DAC members on all counts.  


 


Table 12 shows many of the same effects are significant in the distributed lag models for 


Hungary and Ireland as in the corresponding random effects models in table 10, save for the 


election effect, which is not significant in Hungary. However, the negative effect of left-wing 


ideology on ODA that is significant in Hungary as well as in the newer member model (in years 


not directly prior to an election) can be investigated in Hungary.  
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Table 12 


Distributed lag models for typical cases 


 Dependent variable: 


 ODA 


 
(1) 


Hungary 


(2) 


Ireland 


corporatism 233.887 248.031* 


 (130.353) (144.572) 


GDPcap 0.037*** 0.025*** 


 (0.011) (0.009) 


GDPgrowth (t-1) 353.258* -1,680.276* 


 (186.629) (919.117) 


GDPgrowth (t-2) 435.749 -688.432 


 (244.112) (986.406) 


election -41.353 102.633 


 (38.081) (143.845) 


ideology -105.765** 949.342 


 (40.903) (595.641) 


election*ideology 53.549 -1,362.697 


 (50.367) (914.132) 


Constant -142.703 -446.257 


 (186.446) (464.744) 


Observations 16 19 


R2 0.876 0.431 


Adjusted R2 0.768 0.069 


Note. HAC standard errors are reported.                                                                                   *p<0.05; **p<0.01; ***p<0.001  


 


5.3.1 Ireland  


Ireland has been an EU member state since 1973 and joined the DAC in 1985. Its GDP per 


capita is above average for the EU, second only to Luxembourg (Eurostat, 2024). Due to a 


combination of factors, including foreign direct investment and institutional reforms, Ireland 


experienced a seemingly miraculous GDP growth rate in the 1990s, earning it the moniker 


‘Celtic Tiger’ (Boehlke et al., 2018; Ó Gráda, 2002). As is visible in figure 8, growth slowed 


during the next decade until this era gave way to the 2007-8 recession. While the Irish economy 


was still recovering, the growth rate shows an extreme spike in 2015, due to “MNC decisions” 


to move intellectual property assets from the United States to Ireland (Honohan, 2021, p.3), 


causing a distortion. This case of “leprechaun economics” (Krugman, 2021, p.1) caused the 
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Central Statistics Office (CSO) of Ireland to begin measuring the Irish economy with a modified 


version of GNI that subtracts the deprecation on intellectual property (CSO, 2023). GDP, as 


reported by the World Bank (2024), continues trending upwards into 2022.  


 


Irish ODA spending, shown in figure 8, seems to follow an opposite trajectory: increasing 


considerably while GDPgrowth is relatively stable in the 2000s until 2009, then dropping as 


can be expected during the recession. It then continues to drop as GDPgrowth climbs, and 


finally increases some as the growth rate shrinks from 2016 onwards. Like with other DAC 


donors, Irish ODA is somewhat stable over time, but generally trends upwards. Ireland has 


never reached the DAC norm of 0.7% of GNI. Nevertheless, Irish aid policy is mainly to support 


the least developed countries, generally on the African continent, with an exceptionally high 


grant equivalent (100% in 2021 and 2022) and a strong focus on gender equality programs 


(OECD, 2024a).  


 


Figure 8 


Irish ODA effort and GDP growth 


 


 


 


 


 


 


 


 


 


 


 


 


Speculating for a moment, one possible mechanism for the negative effect of GDPgrowth on 


ODA effort could be that increased GDP growth entails increased pressure at home to increase 


domestic investments, which could mean domestic investments increase as a percentage of total 


expenditure and ODA therefore decreases, as foreign aid becomes a lesser priority in the face 


of opposing political pressure (see figure 8). This is visualized in figure 9. For a preliminary 


probe into this hypothesis, gross capital formation (GCF) as a percentage of GDP can be used 







 
 


48 


as a proxy for domestic investments. GCF data is obtained from the World Bank (n.d.-a). Figure 


10 below shows the development of ODA and GCF over time, and indeed there seems to be a 


negative relation in recession years 2007 and 2008, as well as from 2012 onwards. This could 


give some direction to future in-depth qualitative research.  


 


Figure 9              Figure 10 


Coleman’s Bathtub of speculated            Irish ODA effort and GCF, relative to GDP 


causal mechanism 


 


 


 


As ODA expenditures relative to GDP are decreasing over this time period, it is also interesting 


to consider where this budget is spent instead. ODA is included in total Foreign Affairs spending 


in Ireland, and as can be seen in figure 11, Foreign Affairs spending relative to GDP has been 


relatively stable since the 2008 recession. This data is retrieved from the Appropriation 


Accounts Dataset (AAD) of the Irish Fiscal Advisory Council (Barbieri and Bewley, 2022). It 


therefore might be the case that ODA funds were redistributed within Foreign Affairs, but 


unfortunately the AAD does not provide more specific categories, and ODA funds could be 


redistributed elsewhere on the budget instead. Nevertheless, this brief exploration provides an 


indication that there could be some country-level causal mechanism relating to domestic 


investments that might explain the negative effect of GDPgrowth on ODA effort.   
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Figure 11              Figure 12 


Irish Foreign Affairs spending           Hungarian ODA effort and GCF, relative to     


                                                                               GDP 


 


                       


 


This effect is not present in the Eastern European states in the data set. In fact, for these donors 


the second lag of GDPgrowth is significant and positive, as is visible in table 10, and in Hungary 


specifically, the first lag of GDPgrowth is significant and positive. To not just explain the 


negative effect in Ireland, but the negative GDP effect in Western Europe as opposed to Eastern 


Europe, comparative research is necessary that is outside of the scope of this short outline. For 


context, figure 12 shows gross capital formation and ODA effort for Hungary, which does show 


a different picture than the Irish figure 10.   


 


5.3.2 Hungary  


Hungary has been an EU member state since 2004, and barring Lithuania, Hungary is the 


DAC’s youngest member, having joined in 2016. As representative of the other newer donors 


in this analysis, its almost dichotomous scores on ideology are noteworthy but not strictly 


exceptional, and a short examination of Hungarian government ideology is conducive to 


understanding the negative effect of ideology on ODA effort present in newer DAC members.  


 


Viktor Orbán’s right-wing Fidesz party has won every national election since 1998. However, 


Fidesz was not a coalition party following the 2002 and 2006 elections. The Hungarian Socialist 


Party (MZSP) formed a coalition after these elections,  despite Fidesz receiving a higher share 


of the vote in both years (Palaguta & Kurowicka, 2016). Fidesz, in an alliance with the Christian 
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Democratic People’s Party (KDNP), has ruled continuously since 2010 in cabinets Orbán II 


through V. As Fidesz-KDNP has not had to form a coalition with other parties, Hungary’s 


ideology value has been 0.00 from 2010 onwards, as is shown in figure 13.  


 


Between 2002 and 2010, MSZP instead dominated Hungarian politics, as this party was present 


in every governing coalition during these years. This accounts for the much higher scores on 


ideology in figure 12. Therefore, in a case study, it would be worthwhile to compare the attitudes 


of MZSP and Fidesz-KDNP towards development assistance to potentially find some 


explanation for the negative effect of left-wing ideology present both in the panel data and in 


the Hungarian model. However, it might only be a Fidesz-related effect, as ODA quantity also 


grows during the MZSP era, but keeps increasing significantly under Orbán, as visible in figure 


13.   


 


Figure 13 


Hungarian ODA effort and ideology 


 


 


 


 


 


 


 


 


 


 


 


As mentioned, ODA effort grows continuously over this period after Hungary’s 2003 debut, 


other than brief 2007 dip, as expected during the recession, and a significant dip in 2017, for 


which the cause is not immediately clear. Like other DAC donors, Hungarian ODA effort 


overall trends upwards. Its highest relative ODA contribution, in 2018, is 0.2%, well below 


DAC average of 0.4% in that year.  


 


The top recipients of Hungarian aid are spread across continents, but Hungary does tend to 


focus on European recipients more than other donors do. For example, in 2020, Serbia received 
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the largest amount of Hungarian ODA of any recipient (50 million USD) and still received 39 


million USD in 2022, despite a considerable increase in Hungarian ODA donated to Ukraine 


(OECD, 2022). Its OECD development cooperation profile states Hungary has no key 


development partners, although the top recipients of Hungarian ODA consistently conform to 


the regions emphasized by Fidesz’ ‘Global Opening’ and subsequent ‘Eastern Opening’ foreign 


policy strategies, which aim to strengthen ties to emerging economies (Greilinger, 2023).  


 


Although the current analysis cannot offer statistical evidence for a causal mechanism, a 


potential explanation for the negative effect of left-wing ideology observed in Hungary pertains 


to the different aims foreign aid can take on. Perhaps in Eastern Europe, ODA interests align 


more with right-wing pursuits, whereas in Western Europe, both right-wing and left-wing 


parties find ODA worthwhile. This could lead to a negative relationship between left-wing 


ideology and ODA effort in Eastern Europe, but no significant relationship in Western Europe. 


To broadly sketch the Hungarian context, possible ODA aims for Fidesz are briefly considered 


here. Further research should consider possible left-wing ODA pursuits for MSZP as well (such 


as a sense of obligation to assist poorer countries) and compare results to Western European 


left- and right-wing governing parties, to attempt to contextualize and explain the negative 


effect of left-wing ideology on ODA in Eastern Europe.  


 


To start, there seems to be no immediate indication that ODA allocation decisions made by 


Hungary pertain to strategic resources that might be present in recipient countries, as for 


example Hungary seems to have no substantial ties to lithium or cobalt industries. This is also 


true for allocation decisions that aim to contain possible foreign threats to national security, 


such as terrorism. However, Szabó and colleagues (2020) do argue that the Fidesz government 


took over NGO ownership of aid during the mid-2010s in order to bolster Hungary’s reputation 


abroad and to promote Hungarian business interests by providing access to emerging markets, 


both as part of ‘Global Opening’. This is a more right-wing approach to foreign aid, and  


corresponds to an uptick in Hungarian ODA spending around 2014.   


 


Again, these paragraphs on Ireland and Hungary function as a sketch of potential reasons for 


the negative effects of GDP growth and left-wing ideology, respectively, that are visible in the 


quantitative results exhibited in this chapter. As an attempt to confirm or deny these suspicions 


is outside of the scope of this analysis, this short exploration can serve as a set of suggestions 


for further qualitative research.  
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5.4 Summary of the results 


In short, this analysis of the ODA contributions of twenty-seven DAC members over nineteen 


years shows no overall significant results for the explanatory variables corporatism and  


parliamentarism, but GDPcap, GDPgrowth and colonialism are consistent determinants of 


overall ODA effort. In general, these explain about 13% of the variation in the dependent 


variable, indicating domestic factors are of significant influence, but do not tell the whole story. 


 


When the data is split up in older DAC members, which include mainly Western European 


states and some other Western states, and newer states, which includes mainly Eastern 


European states, different effects become visible. GDP growth rate corresponds negatively to 


ODA effort only in Western Europe, and left-wing ideology corresponds to lower ODA effort 


only in Eastern Europe. Typical cases Ireland and Hungary show some indication of speculated 


causal mechanisms relating to domestic investments and ideological motivations for aid, 


respectively, and could be investigated more closely with further, qualitative research. Some 


suggestions are offered to spur such research. 
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6. Conclusion and discussion 


 


6.1 Conclusion 


This thesis aims to uncover and explain the impact of domestic political factors within donor 


countries on the quantity of ODA they provide. The analysis employs random effects models 


for panel data to analyze determinants of the ODA expenditure of twenty-seven donor states 


over nineteen years, as well as a modest qualitative component that seeks to contextualize the 


results of the quantitative analysis. The following three hypotheses can now be evaluated: 


 


H1: Increases in left-wing government ideology correspond to increases in foreign aid  


       spending. 


H2: Governments in parliamentary systems have increased foreign aid spending compared to                      


       those in semi-presidential systems. 


H3: States with corporatist systems of interest representation have decreased aid spending             


       compared to those with pluralist systems. 


 


For the overall panel, no statistically significant link is found between ODA effort and 


parliamentarism or corporatism, meaning the related hypotheses H2 and H3 must be rejected. 


Additionally, government ideology and the interaction between government ideology and 


election cycles are not found to be significant in the overall panel. Significant effects are 


established for GDP per capita and states with a colonial history: increased GDP per capita 


corresponds to higher ODA effort, and states with a colonial history with recipient states 


contribute more to ODA than states without a colonial history. Up to two lags of the GDP growth 


rate are also significant, but, notably, this effect is negative in the overall panel, against 


expectations.  


 


This GDP growth effect can be decomposed along geographical lines: the mainly Western 


European older members of DAC experience a negative effect of GDP growth, whereas the 


mainly Eastern European newer members experience a significant positive effect. A speculated 


mechanism for this is that for Western European states, when GDP growth rises, there is 


political pressure to increase domestic investments. Domestic investments are therefore 


prioritized over ODA effort, and ODA effort decreases. In Ireland, a typical older donor, 


increased domestic investments does seem to correspond to lower ODA contribution since 
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2012. This is not the case in Hungary, a typical newer donor. Further qualitative research could 


take this as a starting point.  


 


Another unexpected effect is that for only the newer donors, left-wing ideology is negatively 


associated with ODA effort, meaning right-wing governments overall spend more on ODA. In 


the Eastern European panel, this effect goes alongside a significant interaction effect between 


left-wing ideology and years prior to a national election. These results therefore show that, for 


newer donors, left-wing governments are associated with lower ODA effort than right-wing 


governments, except for years directly prior to a national election year, during which time left-


wing governments are associated with higher ODA expenditure. Right-wing governments, on 


the other hand, are associated with lower ODA expenditure right before an election. 


 


A possible mechanism behind this is that, of the many aims associated with foreign aid, pursuits 


such as safeguarding national security or promoting business interests abroad, align well with 


Eastern European right-wing parties, while left-wing parties are not as concerned with ODA. 


In the West, perhaps both right-wing and left-wing parties are likely to contribute to ODA out 


of different motivations, leading to no significant effect of government ideology. The negative 


association between left-wing government ideology and ODA is present in Hungary, and there 


is some indication that the Orbán cabinets have increased ODA effort to promote business 


interests. It is clear that there are complex country-specific dynamics at play here, and panel 


data sets can only tell so much of the story.  


 


The final hypothesis H1, which is concerned with government ideology, is therefore also 


rejected, as left-wing ideology is not associated with increased ODA effort in the overall panel 


or the Eastern and Western panels.  


 


The research question, How do domestic factors within donor countries influence volume of 


contributions to Official Development Assistance?, can be answered as follows: corporatism 


does not have an effect on ODA in the overall panel, and no conclusions can be drawn about 


parliamentarism, as there are too few semi-presidential cases in the sample. There is evidence 


that government ideology has a significant and large effect on ODA expenditure, but only for 


newer DAC members, and further research is necessary to determine which factors moderate 


this effect. GDP per capita and GDP growth rate are important factors, as expected, albeit that 


the GDP growth effect takes an unexpected direction in older, Western donors, whereas rising 
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GDP per capita is associated with increased ODA everywhere. Finally, colonial history is a 


powerful predictor of ODA effort, with former colonial powers donating more than states 


without a colonial history. Further research could explore this effect further by considering, for 


example, allocation decisions in former colonial states as opposed to states without a colonial 


history.   


 


These findings corroborate some existing knowledge about ODA, namely that economic 


circumstances impact foreign aid policy and that former colonial powers tend to donate 


considerable amounts, but disagree with notions that left-wing governments by definition give 


more aid. Further research is needed to investigate this further. 


 


In a broader theoretical context, the prominence, magnitude and significance of GDP-related 


effects in the data support the realist reading of foreign aid. As can be expected from a realist 


perspective, ODA effort rises with GDP per capita, as increased economic ‘wealth’ allows for 


spending on targets other than, say, defense. The negative effect of GDP growth  in Western 


donors may also be explained from an egoistic perspective, as speculated above. The positive 


effect of colonial history seems to support the assertion of post-development theory that aid is 


a vehicle for exploitation by the global North, as upholding former colonial ties could be why 


former colonial powers contribute more to ODA. These effects appear mostly consistently 


across models, pointing towards support for the egoistic motivation for development assistance.  


 


The variables associated with theoretical approaches that support altruistic motivations for aid, 


constructivism and liberalism, are found to be largely insignificant. In fact, the only significant 


result of left-wing ideology is negatively associated with ODA effort, which disputes liberal 


expectations that left-wing parties should contribute more to ODA. This is also true for the 


understanding these approaches hold of corporatist versus pluralist interest representation; 


overall, pluralism does not correspond to increased ODA spending. This is not decisive 


evidence, but within the sample, it seems states are selfish rather than selfless.  


 


6.2 Discussion 


This analysis has some limitations that should be mentioned. Methodologically, some of the 


variable measurements are not optimal. Donors have considerable autonomy over ODA 


attribution, that is to say which expenditure is counted towards their total ODA effort, 
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meaning ODA is not measured exactly equally for each donor. EU member states also 


contribute through the EU institutions, which leads to a slightly distorted picture of the 


dependent variable. This is not necessarily an issue for the accuracy of this analysis due to the 


error term included in the model, but follow-up studies could take this into account by 


considering allocation decisions, which would give insight into ODA attribution.  


 


Moreover, GDP is not a perfect indicator for economic ‘health’ or ‘wealth’, as it does not take 


into account for example economic inequality or depreciating assets, such as in the case of 


Ireland. While there are alternatives that more accurately measure e.g., quality of life, there is 


no real alternative to GDP for this analysis.  


 


As mentioned, no conclusions can be drawn about parliamentarism as there are not enough 


semi-presidential systems in the data to be generalizable. The only presidential system, the 


United States, was removed from the data as its outlying values on ODA quantity, 


parliamentarism and ideology clouded the rest of the panel. Due to this, qualitative research is 


a better match for research into parliamentarism and presidentialism. Future studies could 


include more research into single cases over a longer period of time to get a sense of country-


specific effects that may not be visible in large panels. The case of the United States remains a 


fascinating one, and dedicated quantitative research could uncover domestic dynamics that 


impact the aid world at large as well.  


 


Statistically, the heteroscedasticity and autocorrelation present in the data are problematic. 


While the use of HAC standard errors leads to much more accurate significance levels, the 


coefficients may still be not entirely accurate. As such, the analysis mainly focuses on the 


significance and direction of effects rather than the magnitude. This is also true for the panels 


with only newer and only older donors, which do not contain enough observations to draw 


statistically robust conclusions. As mentioned, only effects that were also visible through 


interaction effects in the  overall panel, with a considerably higher number of observations, is 


therefore included in the analysis to prevent incorrect conclusions. Further research over a 


longer period of time could ameliorate this issue.  


 


Finally, typical Eastern European cases such as Hungary do not show a significant effect of the 


interaction between left-wing ideology and years prior to an election in the distributed lag 


models, although this was present in the random effects model of Eastern European donors. It 
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was therefore not possible to look into this effect further in this study, but this would be an 


interesting avenue for further research.  


 


Despite these points, the present findings can serve a deeper understanding of why states 


provide aid. Knowing when and how domestic dynamics influence aid effort can assist 


multilateral organizations and domestic interest groups navigate the increasingly complex 


dynamics of the global aid community, and with the rise of increasingly influential non-DAC 


donors, more research into within-donor determinants of aid is necessary. While this is outside 


of the scope of this analysis, further research should consider non-DAC donors, especially those 


in the Global South, and their distinctive approach to aid, especially as aid provided by non-


DAC donors is increasing in prominence and magnitude but falls outside of the shared norms 


set by the DAC.  


 


Furthermore, analyzing absolute quantities of aid is a good starting point for research into 


domestic political factors, but a next step would be to carefully research allocation decisions 


impacted by such factors. A great deal of nuance and evidence of states’ motivations for aid are 


inaccessible without research into allocation decisions. Potential further action could be to 


research on a larger scale how aid allocation to certain recipients, or to certain aid flows, is 


impacted by government ideology. This might also shed more light on the unexpected ideology 


effect found in this analysis.  


 


Lancaster (2007, p.9) writes that, due to the number of confounding variables, a model of 


foreign aid “that is both parsimonious and insightful” is unlikely. It may indeed be hardly 


possible to build a comprehensive quantitative model of foreign aid. However, in order to gain 


a deeper understanding of the intricacies of aid, it has become clear that domestic political 


factors can and should be taken into account when studying aid decisions, in addition to 


between-country and within-recipient dynamics, not despite but because of these 


complexities.  
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Appendix A: Model with US data 
 


Table 13 shows a static random effects model that includes data from the original twenty-eight 


entities in the sample, including the United States. As is visible in the table, there is now a 


highly significant and negative effect of parliamentarism, which is not present in the main 


random effects model. This is due to the fact that the United States is by far the largest ODA 


donor (in absolute terms), and also the only presidential system in the sample. The issue is 


that the parliamentarism effect overshadows other effects present in the data, and this model is 


not representative for other presidential systems. The United States is removed from the 


sample to ameliorate this.  


 


 


      Table 13 


      Random effects model that includes United States data 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


 


 Dependent variable: 


 ODA 


corporatism -329.697 


 (547.170) 


parliamentarism -9,242.756*** 


 (2,681.174) 


GDPcap 0.172** 


 (0.084) 


GDPgrowth -3,461.018 


 (2,727.825) 


colonialism 3,868.649** 


 (1,915.210) 


election 34.371 


 (45.285) 


ideology -420.312 


 (376.495) 


Constant 12,847.520*** 


 (4,800.086) 


Observations 524 


R2 0.129 


Adjusted R2 0.117 


*p<0.05; **p<0.01; ***p<0.001                                                                                                                             


Note. This model uses the original coding of parliamentarism, where 0=presidential, 


1=semi-presidential, and 2=parliamentary. 
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Appendix B: Scatter plots of explanatory variables 


 
The scatter plots below show values on the numeric variables plotted against the dependent 


variable, to check for obvious non-linear effects. While the effects are not always neatly 


linear, there is no reason to believe quadratic or cubic versions of the numeric variables would 


be more appropriate in the random effects models.  


 


 


Figure 14 


Scatter plots of corporatism, ideology, GDP per capita and GDP growth 
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Appendix C: OLS models with interactions 
 


Table 14 shows the OLS model in table 4, but with the addition of both interaction effects. 


Neither of the effects are significant, but as this is an OLS model instead of a random effects 


model, these results should be taken with a grain of salt and are included for the sake of 


completeness. 


 


Table 14 


OLS models with both interactions 


 Dependent variable: 


 ODA 
 (1) (2) 


parliamentarism 2,183.810*** 2,164.070*** 
 (386.536) (387.450) 


corporatism -410.954** -419.487** 
 (182.337) (182.710) 


GDPcap 0.006 0.006 
 (0.008) (0.008) 


GDPgrowth -6,933.453 -2,347.835 
 (4,261.514) (7,105.855) 


membership 2,250.873*** 2,430.097*** 
 (496.299) (543.932) 


colonialism 2,387.805*** 2,382.793*** 
 (321.740) (321.917) 


election -181.635 -179.080 
 (370.005) (370.153) 


ideology -161.665 -150.855 
 (392.281) (392.652) 


election*ideology -141.105 -125.751 
 (694.841) (695.354) 


GDPgrowth*membership  -7,175.832 
  (8,896.241) 


Constant -158.951 -324.387 
 (364.658) (418.495) 


Observations 491 491 


R2 0.341 0.342 


Adjusted R2 0.329 0.328 


Residual Std. Error 2,696.648 (df = 481) 2,697.628 (df = 480) 


F Statistic 27.646*** (df = 9; 481) 24.928*** (df = 10; 480) 


Note: *p<0.05; **p<0.01; ***p<0.001 
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Appendix D: Outliers 
 
For the sake of removing excessively influential cases, figure 15 below shows the level of the 


individual residual values of the OLS model in table 4. As there are cases with 


disproportionate leverage, Cook’s distance is calculated and plotted in figure 6, and residual 


values with a Cook’s distance value above the threshold are removed. This is done per single 


case, to test whether the model changes significantly after a case is removed, and if the 


previously disproportionately influential cases still are. This remained the case until the final 


disproportionately influential observation was removed. Table 15 shows similarly significant 


effects compared to the original OLS model in table 4, but a considerably higher adjusted R2. 


 


 
Figure 15 


Residual plot of leverage 


 
 
 


 


Figure 16 


Plot of Cook’s distance 
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Table 15 


OLS model, influential cases removed 


 Dependent variable: 


 ODA 


parliamentarism 2,183.901*** 


 (386.151) 


corporatism -411.847** 


 (182.103) 


ideology -206.211 


 (324.893) 


GDPgrowth -6,920.159 


 (4,256.771) 


GDPcap 0.006 


 (0.008) 


colonialism 2,387.350*** 


 (321.412) 


election -232.504 


 (272.047) 


membership 2,250.967*** 


 (495.805) 


Constant -143.883 


 (356.673) 


Observations 491 


R2 0.341 


Adjusted R2 0.330 


Residual Std. Error 2,693.964 (df = 482) 


F Statistic 31.159*** (df = 8; 482) 


Note: *p<0.05; **p<0.01; ***p<0.001 
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Appendix E: GDP growth robustness 
 
Table 16 shows that, as expected, GDP growth is only significant in the random effects model 


for the first and second lags. This fits the expectation that the effect of GDP growth on ODA 


spending is lagged due to information about GDP growth in year t only becoming available in 


t+1, which can then likely only affect government expenditure in year t+2. Lags three up to 


and including six are not significant.  
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