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What are the determinants of foreign aid? 

 
―The ongoing debate over the foreign aid regime remains trapped in something of an 

intellectual vacuum given the lack of scholarly understanding of the determinants of 

foreign aid programs.‖ (Schraeder, Taylor et al. 1998) 

Introduction 

This is a study of comparative politics. It looks at the determinants of foreign aid in a 

cross-national perspective. It covers the second half of the post World War II era, from 

roughly 1970-1980 to 2005. It joins insights from the study of international relations, 

socio-economics, democratic theory and the study of public opinion. The main question 

in this study is this: what determines a country‘s foreign aid level and why do some 

countries give more aid than others?  

 

Knowledge about the determinants of foreign aid levels is important in the light of 

persisting, deep, global poverty. More than half of the global citizens live on less than 2$ 

per day or less, purchasing power parity. Many of them do not have access to clean 

drinking water, good healthcare or schools for their children, let alone gaming consoles 

and haute couture fashion. Whatever one‘s opinion about the practices and results of 

foreign aid (insofar they are known), I believe the majority of foreign aid attempts to do 

good for those living in poverty. Hundreds of thousands of people dedicate their lives to 

help poor people get better lives. It to those people living in poverty and the people 

helping them that I dedicate this study. 

 

From a scholarly perspective, the main question of this paper is interesting and 

compelling. In an abundant foreign aid literature, the question of the determinants of 

foreign aid is only sparsely addressed. To my knowledge, no good answer exists to this 

question. I endeavour to find one. 

 

This study builds further on the existing literature with the revision and elaboration of 

theory and the analysis of a large dataset with previously unavailable data. In the 

theoretical section I review literature on this subject and look at existing explanations for 
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the variation in foreign aid levels. Based on this literature, I formulate two hypotheses 

about the causes of foreign aid. 

 

The first hypothesis is that universalist welfare state institutions create public support for 

foreign aid. The second hypothesis is that strong support for foreign aid increases foreign 

aid levels. When hypothesis one and two are true, a third hypothesis can be derived, 

linking universalist welfare states to higher foreign aid. In the empirical section of this 

paper, these hypotheses are tested with a large, multi-year dataset for approximately 18 

countries.  

Theoretical section  

Introduction 

The literature on foreign aid can be divided into three fields. The first looks at the effects 

of aid. The second looks at the allocation of aid. The third looks at the determinants of 

aid. I will first discuss the first two fields literature that only treat the central topic of this 

paper marginally. I then proceed to the third field that forms the core theory in this paper. 

 

The first field in the literature on foreign aid looks at the effects or results of foreign aid. 

Most research in this field is done by scholars in unilateral and multilateral donor 

agencies. A vast literature exists (see for example Masud and Yontcheva 2005; Rajan and 

Subramanian 2005), but a simple answer to the question: ―does aid work?‖ seems hard to 

give. Part of the reason for this has been a severe lack of focus on development results. 

Both governments, multilateral institutions and NGOs have failed to account for the 

results of their aid efforts. Much is known on inputs, but little is known on outcomes. As 

a result, those responsible for communication in government development agencies face 

huge problems when asked to communicate the results of aid policy. Recent pressure for 

a more results oriented policy from aid opponents, civil society, donors and recipients 

alike has led to a formal process that resulted in the adoption of the Paris Declaration on 

Aid Effectiveness.
1
 Implementation of the Paris agenda is forcing both donors and 

recipients to look better and more systematically at the concrete results of development 

                                                 
1
 March 2005, see http://www.oecd.org/dataoecd/11/41/34428351.pdf  

http://www.oecd.org/dataoecd/11/41/34428351.pdf
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efforts. Although a long way has to be gone, the Paris declaration is an important step in 

the right direction. 

 

The second field in the literature on foreign aid looks at the allocation or distribution of 

foreign aid budgets. Paraphrasing the title of a recent study (Alesina and Dollar 2000), 

the following question is asked: ―who gives foreign aid to whom and why?‖ The object of 

inquiry in these studies is how donors distribute their funds. Do former colonies, the 

poorest countries, strategic allies or others receive the largest piece of the pie? The 

independent variables in these models are aspects of recipient states. Recent studies 

assessed whether recipient needs (Trumbull and Wall 1994; Alesina and Dollar 2000; 

Berthélemy 2006; Nunnenkamp and Thiele 2006) or recipients‘ respect for human rights 

and democracy (Alesina and Weder 2002; Neumayer 2003; Gates and Hoeffler 2004) are 

the main determinants for aid allocation. Other studies have compared French (Quinn and 

Simon 2006), or Japanese aid allocation (Hook and Zhang 1998; Tuman and Ayoub 

2004).  

Most of these studies also seek to answer the question whether foreign aid is 

motivated by self-interest or humanitarian concerns (see also Hook 1995; Schraeder, 

Taylor et al. 1998). Pratt (1989) calls this opposition ―international realism‖ versus 

―humane internationalism‖. In an international political realist perspective, states are 

primarily driven by the desire for military and economic power. This theoretical position 

leaves little room for control over foreign policy by domestic powers.  

In the neo-realist framework, foreign policy is not the result of internal power 

struggle and policy formulation, but a reaction to systemic features of the external state 

system (Waltz 2001 [1959]). For Morgenthau (1962) for example, much of foreign aid ―is 

in the nature of bribes‖. Morgenthau considers this a highly inefficient form of buying 

political influence, since a pervasive system of ‗make believe‘ is required to feign the 

goal of economic development. In a pure realist perspective, there is no possibility of 

people in power striving for the ideal of economic development of underdeveloped states. 

In contrast, the liberal idealist or Wilsonian position claims that states can (or even 

should) make their internal philosophy the goal of their foreign policy. This is deemed 

utopian by early realist thinkers, who denote attempts in this domain as a 
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misunderstanding of the underlying conflicts of interest (Carr 2001 [1939]). The liberal 

position sees internal forces as the main origins of foreign policy. In this tradition, 

explanations for variations in relative levels of foreign aid are found inside the states in 

question, in the groups, parties and institutions of that state. The third field of literature 

on foreign aid inherently takes this position. 

 

The third and smallest field of the foreign aid literature looks at the determinants of 

foreign aid and compares donor aid effort. Why do some donors give more aid than 

others? The main object of inquiry in these studies is the level of foreign aid measured as 

a percentage of GDP, although one study has also looked at the dispersion of aid 

(Breuning and Ishiyama 2003). These studies look at aspects of donor states rather than 

aspects of recipient states. Several studies have hypothesised and (partly) shown that 

domestic welfare state generosity correlates positively with relative levels of foreign aid 

(Imbeau 1989; Pratt 1989; Stokke 1989; Lumsdaine 1993; Noël and Thérien 1995). 

However, Imbeau (1989) notes that institutional inertia is the main explanation for aid 

levels, a finding that is confirmed by Breuning and Ishiyama (2003) for the dispersion of 

aid. The most pervasive (and only) cross-sectional time-series analysis of the 

determinants of foreign aid finds ―no evidence of an association between the generosity 

ratio [ODA/GDP]
2
 and domestic pro-poor government spending, or that right-wing 

governments are more parsimonious than left-wing ones‖ (Round and Odedokun 2003: 

20).
3
 These results contrast with the results found by Noël and Thérien, Lumsdaine and 

others. 

These contrasting results call for a closer look at this issue. In the following 

section, I examine the rationale behind the link between welfare state generosity and 

ODA in more detail. 

                                                 
2
 See appendix for a full definition of Official Development Assistance (ODA). 

3
 The authors operationalise pro-poor spending as ―the share of government expenditure on subsidies and 

transfers in relation to total government spending‖. They also proxy the totality of pro-poor stance by ―the 

extent of income distribution egalitarianism that prevails in the donor country‖. This totality of pro-poor 

stance is operationalised as ―the share of income accruing to [the] poorest 20 per cent of the population‖ 

and alternatively by the Gini coefficient of income distribution. 
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The influence of ideas and values on foreign policy 

Lumsdaine (1993) provides the most elaborate rationale for the link between domestic 

and international concerns for poverty. He argues that 1) foreign aid was largely a 

product of humanitarian ideas and values and that 2) these ideas and values found support 

in the domestic political arrangements and religious and moral traditions of the West. 

These ideas and values ―issued an emphasis on international cooperation and a 

commitment to remedying poverty for humanitarian and egalitarian reasons‖ (1993: 115). 

In Lumsdaine‘s theoretical framework, the level of foreign aid of a country is a function 

of the level of concern for poverty in that country.  

Lumsdaine argues that at the domestic level, the concern for alleviating and 

reducing poverty, combined with the social and political dynamics of society, leads to 

social spending. At the international level, the concern for poverty combined with the 

dynamics of international power and organisation leads to foreign aid. Lumsdaine notes 

that policies at the international level reflect ―not just root desires on the part of policy 

elites in donor countries, much less mass opinion or feeling‖ (1993: 120). However, he 

notes that organisational decisions and events that had little to do with those ideas, also 

drew upon those ideas and values‖.
4
 This observation links domestic and foreign poverty 

alleviation programmes. Lumsdaine provides evidence that states with social-democratic 

traditions and strong support for domestic government assistance to poor people are more 

willing to provide foreign aid.  

Lumsdaine‘s data analysis shows that domestic social spending, social democratic 

party strength, public support and private voluntary contributions to international 

economic assistance all correlate with higher foreign aid levels. He also links the rise of 

the welfare state and its roots of support in domestic movements (humanitarian, labour 

and social democratic) to the rise of foreign aid. This effect of the welfare state on foreign 

aid is examined in closer detail by Noël and Thérien (1995). 

Welfare states and their influence on foreign aid 

Noël and Thérien‘s (1995) theoretical framework is similar to Lumsdaine‘s. They agree 

that ―aid and welfare state policies express the same values‖ (1995: 527). They also 

understand these programs as ―expressions of social values embedded in specific political 

                                                 
4
 Emphasis added 
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institutions‖ (1995: 538). They remark that ―welfare programs cannot be reduced to a 

single spending or partisan logic and instead must be seen as lasting outcomes of social 

and political conflicts over distributive justice‖ (1995: 525). This explains their focus on 

institutional aspects of the welfare state, where other authors mainly looked at spending 

and partisan orientations.  

Noël and Thérien compare the effect of social spending and partisan orientation 

and find no significant effect for partisan orientation on relative ODA levels.
5
 However, 

they do find a significant effect for total and social spending from 1975 and 1980 

onwards respectively.
6
 They then use Esping-Andersen‘s welfare state attributes (see 

Esping-Andersen 1990: 74) to assess the effect of welfare state institutions. They show 

that socialist welfare state attributes correlate strongly with aid levels, while liberal and 

conservative attributes do not. The rationale for this effect is that welfare states are 

―designed according to particular principles that were imposed though decisive conflicts 

over market and political processes‖ (Noël and Thérien 1995: 538).  

According to Esping-Andersen, conflicts over market and political processes were 

resolved into three types of welfare states; a conservative, a liberal and a social-

democratic regime. Noël and Thérien find no effect for liberal and conservative welfare 

states, but do find that the socialist attribute correlates strongly with ODA levels.  

The social value embedded in the social-democratic welfare state is universality: 

―social democratic welfare programs are seen less as complementary measures targeted 

toward selected groups than as embodiments of a shared conception of citizenship‖ (Noël 

and Thérien 1995: 539). Noël and Thérien claim that the presence of exactly this value 

causes higher foreign aid levels: ―institutionalised principles such as universality function 

as causal mechanisms and help explain why welfare states act predictably in the 

international arena. Better than partisan dynamics, or public opinion, such principles 

capture fundamental aspects of a country‘s politics. As such, they provide useful insights 

to link domestic and international behaviour‖ (Noël and Thérien 1995: 545).  

                                                 
5
 Using data from Blais et al. (1993). 

6
 Pearson‘s r > 0.5 in all cases. Total spending are ―total current disbursements‖ in OECD national accounts 

(percentages of GNP). Social transfers combines ―social security benefits‖ and ―social assistance grants‖ in 

OECD national accounts (Noël and Thérien 1995: 530). 
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When both the socialist attribute and social spending are put into a regression 

equation, the socialist attribute is the main explanatory factor. When left-party strength is 

added to the equation it has no significant effect. Noël and Thérien conclude that ―the 

best and most immediate explanation seems less partisan than institutional‖ (1995: 541).  

 

Noël and Thérien do not claim that institutions can explain fully a country‘s evolution. 

They say that ―major changes are likely to require partisan and collective actions aimed at 

transforming established values and principles‖ (1995: 545). But when principles such as 

universality ―prevail‖ and become institutionalised, they function as ―causal 

mechanisms‖ (1995: 545). A similar argument is found in Hofstede (2001), who argues 

that once culture is partly institutionalised, it means that young people exposed to these 

institutions will embrace parts of it. Institutional effects (on elites) have also been 

observed by Rohrschneider (1994) in the case of East and West Germany.  

In reference to Cox (1981), Noël and Thérien claim that ―institutional factors 

capture the sociological dimension of political processes because they reproduce what, in 

a given society, stands as the legitimate or hegemonic consensus‖ (1995: 548). For Noël 

and Thérien, this reproduction does not occur on a rational choice basis, where 

institutions form ―structures of constraints and opportunities that influence the choices 

and strategies of actors given their prior preference‖. They choose to adopt a more 

interpretive or reflective approach ―which is aimed at explaining why actors adopt certain 

goals and not others‖ (1995: 550). Scharpf (1997) argues analogously and writes that 

―although institutions do not determine public policy, they shape actor constellations, 

actor preferences and the modes of interaction between actors‖.  

For Noël and Thérien, values and principles capture fundamental aspects of a 

country's domestic politics (1995: p. 545). They argue that the way conceptions of justice 

are institutionalised in welfare states influence differently ―internal debates and 

decisions‖ about foreign policy and development assistance. As a result, ―public opinion 

is strongly mediated by the constraints and opportunities provided by institutionalised 

values and principles‖ (1995: p. 548).  
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Both Lumsdaine and Noël and Thérien argue that concerns for poverty are the root cause 

of foreign aid programmes. Lumsdaine sees this concern transmitted into policy through 

policymaker beliefs, socio-political- and international organisation, and the rise of the 

welfare state. Noël and Thérien argue that values and principles of (distributive) justice 

institutionalised in the social democratic welfare state function as causal mechanisms that 

influence policy through public opinion. Based on this literature I formulate the following 

hypothesis:  

 

Hypothesis 0: universalist (socialist) welfare state institutions lead to higher foreign aid 

spending
7
 

The influence of welfare state institutions on public perceptions about foreign aid 

The influence of institutionalised values and principles on public attitudes (Noël and 

Thérien 1995) is described above. In Noël and Thérien (2002), the same authors examine 

more explicitly the link between welfare policies and public opinion on foreign aid.  

They conclude, based on their earlier article and other studies, that principles 

institutionalized through social policies shape what political actors ‗consider to be 

morally defensible behaviour‘. This implies that in countries with social-democratic 

traditions the public should value equality more strongly and be more sensitive to 

international redistribution (2002: 638). Their data analysis, based on aggregate 

Eurobarometer (1995) responses, shows that ―when equality has been institutionalized as 

an important principle, the public acknowledges the results and support for foreign aid is 

high‖ (2002: 645). 

This result, combined with the theoretical framework elaborated in Noël and 

Thérien (1995) leads me to formulate the following hypothesis:   

 

Hypothesis 1: universalist (socialist) welfare state institutions lead to higher public 

support for foreign aid  

                                                 
7
 This hypothesis is called hypothesis 0 (not to be confused with the null hypothesis) for it is the basic 

hypothesis underlying the other two hypotheses elaborated in the following sections.  
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The influence of public perceptions on foreign aid levels 

As early as 1952, Berelson (1952) noted that ―public opinion research can help a 

democracy to know itself, evaluate itself and bring its practices more nearly in accord 

with its own fundamental ideas‖. 

Lumsdaine‘s data analysis leads him to conclude that high public support (partly) 

causes high foreign aid levels: ―comparisons of aid funding levels and opinion data here 

suggest that the public‘s concerns about poverty played a part in the link. Countries with 

high levels of public support for foreign aid tended to give more aid, and were more 

disposed to raise the level and quality of aid spending and keep it high‖ (1993: 63).  

The rationale for this effect is that the public‘s preference is transformed into 

policy through democratic processes. By definition, democracy implies at least some sort 

of relationship between public opinion and government policy (Mehrtens III 2004). 

  

Theorists disagree about the degree of influence from public opinion. Elitist democratic 

theory, found in the work of Schumpeter or Weber (see Held 2002: 157-197), sees 

democracy as the election of representative officials, who are then autonomous in their 

decision making and not sensible to public pressures. In this model, it is elites that 

influence public opinion rather than the other way around. Mosley (1985: 388) writes: 

―governments do not respond to public pressure […] but rather (seek) to persuade the 

electorate to accept the pattern of aid which they have already decided to adopt‖.  

Transforming public opinion about development aid is an active policy of 

governments, leading to communication, awareness raising and development education 

budgets of up to $64 million per annum in some countries (Netherlands), and grossing 

$204 million per annum in 2004 for all DAC members combined.
8
 Comparative research 

on donor development communication can be found almost exclusively in publications of 

the OECD development centre (see for example Mc Donnell, Solignac-Lecomte et al. 

2003; Fransman, MacDonald et al. 2004; Mc Donnell 2004). 

Olsen (2001) shows with a case study of five European countries (France, UK, 

Germany Denmark and the European Union) that there is no bottom-up relationship 

between public opinion and aid policy. He argues that it is only possible to understand the 

                                                 
8
 Figures based on OECD Development Centre data obtained from Ida Mc Donnell 
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relationship between decision-making on aid and public opinion as a `top-down' 

relationship (Olsen 2001: 645). A high degree of centralisation of decision-making and 

the weak link between government and society in this policy area explain the `missing 

link ' between opinion and policy-making. Risse-Kappen (1991: 480) argues similarly for 

a somewhat different set of countries (United States, France, Germany and Japan).  

 

On the other hand, pluralist democratic theory as developed by Dahl and others (see Held 

2002: 199-231) takes account of ‗intermediary groups‘ in the democratic process, such as 

community associations, religious bodies, trade unions, and so forth. These groups 

struggle for influence and power and seek to set and change the policy agenda. In 

pluralist theory, it is these groups that transform public opinion into policy. 

 Extensive networks of NGO‘s, church groups and other civil organisations are 

active in the field of international solidarity and development. Their influence varies per 

country, but many are integrated in the policy process through lobbying, petitioning and 

consultation procedures. Many are (co)funded by government programmes. Their 

members are often comprised of supporters and volunteers who they represent and to 

whom they are accountable. Apart from electoral pressure and partisan politics, it is 

through these organisations that public opinion is aggregated to influence decision 

makers  

 

Some authors have pointed to a middle way between these two positions. They argue that 

elite and mass preferences influence each other. The reciprocal causal relationship 

between elite and mass preferences is confirmed in the case of the United States by Hill 

and Hinton-Anderson (1995). These authors argue that the levels of voter mobilisation 

and party competition accounts for the (absence of) congruence between mass 

preferences and policy. Mehrtens notes however that although feedback between public 

opinion and policy seems to be present, ―it is indeed public opinion which seems to cause 

policy more often than the reverse‖ (Mehrtens III 2004: 117). Erickson, Wright and 

McIver (1989) show for the United States that on a state level public opinion has an 

effect on policy. They argue that this is the case because leaders are led by the desire to 

be responsive to the public, or more likely, the fear of electoral sanctions. 
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Whether the view of democracy is elitist, pluralist or a combination of the two is decisive 

for the hypothesis of an effect of public opinion on policy. The literature above shows 

that in theory it should have an effect, but that the level of voter mobilisation and 

centralisation determine whether public opinion ‗makes it‘ into having influence. I leave 

open the possibility of an absence of an effect, but test the possibility of its presence with 

the following hypothesis: 

 

Hypothesis 2: higher public support for foreign aid leads to higher foreign aid spending 

 

Empirical Analysis 

Research design 

The research design, based on the theory and hypotheses described above, is summarised 

in figure 1. Models 0, 1 and 2 correspond to hypotheses 0, 1 and 2 respectively. 

 Hypothesis 1 posits that egalitarian (socialist) welfare state institutions lead to 

higher public support for foreign aid. This relationship is shown in Figure 1 as model 1. 

The plus sign indicates a positive relationship. Hypothesis 2 posits that higher public 

support for foreign aid leads to high foreign aid spending. This relationship is shown in 

figure 1 as model 2. Again, the plus sign indicates a positive relationship. 

 

 

 

Hypothesis 0 posits that universalist (socialist) welfare state institutions lead to higher 

foreign aid spending. Model 0 can be deduced from models 1 and 2 as follows. In causal 

analysis, the relationships of model 1 and 2 are multiplicative. If both signs of model 1 

Figure 1 

+ + 

+ 

Model 0 

Model 1 Model 2 universalist 
welfare state 
institutions 
  

public support 
for foreign aid 

 

Foreign Aid 
generosity 
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and 2 are positive or negative, then model 0 will have a positive sign. My hypotheses are 

such that the positive relations of models 1 and 2 predict that model 0 will have a positive 

sign as well. 

 

If the sign of either model 1 or model 2 is negative, and the other is positive, the resulting 

sign of model 0 is negative.
9
 This latter result would be in conflict with the general theory 

of this paper. 

 

The hypotheses are tested in the empirical section. First, I revisit Noël and Thérien‘s 

cross-sectional analysis of model 0 with additional welfare state indicators. Then, I 

perform a cross-sectional time-series analysis of model 0 to evaluate the robustness over 

time of the cross-sectional analysis. The methodology of this analysis is first explained 

and any variables not present in the cross-sectional model are described. Then, I perform 

a cross-sectional time-series analysis of model 1. As before, I first describe any variables 

not present in the previous model. Finally, I perform a cross-sectional time-series analysis 

of model 2. The analysis of each model is followed by a conclusion. Summary statistics 

of all the variables used can be found in the appendix. 

Welfare States and Foreign Aid (Model 0) - Cross-Sectional analysis 

 

Noël and Thérien (1995) have shown with cross-sectional regression analysis that 

socialist welfare state attributes (Esping-Andersen 1990) have a positive effect on the 

level of foreign aid. In this section I revisit their analysis with additional welfare state 

indicators. 

                                                 
9
 Formally, let the three boxes of figure 2 be called X, Y and Z. The causal relationships are then 

represented by b, with in subscript the dependent and independent variable. Then, Model 0 = bZX, Model 1 

= bYX and Model 2 = bZY. Model 0 = Model 1 * Model 2, or bZX = bYX * bZY. 

Figure 2 Model 0 

Model 1 Model 2 universalist 
welfare state 
institutions 

public support 
for foreign aid 

foreign aid 
generosity 
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The dependent variable is foreign aid. It is operationalised as official development 

assistance (ODA) as a percentage of GNI.
10

 In the results tables this variable is called 

ODAP. ODA statistics are kept by the Organisation for Economic Cooperation and 

Development (OECD). These data are superior to other sources for several reasons. The 

data go back to 1960 and are administered by the central statistics office of the OECD, 

ensuring international comparability. International agreements on foreign aid levels are 

based on these statistics.  

I look at relative rather than absolute ODA levels for I am interested in the 

generosity of states relative to income. In general, larger countries have a larger GDP and 

hence higher absolute ODA levels, making comparisons of absolute levels uninformative 

for my purpose. ODA data are available for 22 countries.
11

 The data ranges between 

1960-2005 

 

The main independent variable is socialist welfare state attributes. I use Esping-

Andersen‘s original data and a replicated data set. To complement this single indicator, I 

also use three other indices. These indices do not match the ‗socialist world‘ perfectly, 

but I will argue that the postulated effect from socialist welfare state institutions on public 

opinion and foreign aid should also be present with these alternative indices. The 

variables are the following: 

 

Socialist Welfare State Attributes  

 EASOC. Esping-Andersen socialist welfare state attributes (Esping-Andersen 1990). 

Data are available for 18 countries for 1980. 

 EASOCREP. Replicated Esping-Andersen socialist welfare state attributes (Scruggs 

and Allan 2006a). Data are available for 18 countries for 1980 and 2002. 

Socialist scores represent one of the three dimensions of the Three Worlds of Welfare 

Capitalism, the seminal work by Esping-Andersen (1990). The ‗salient dimensions of 

stratification‘ for the three worlds are the following. The corporatist model is best 

                                                 
10

 See the appendix for a full definition of ODA. 
11

 There are many references to ‗18‘ or ‘22‘ countries in this paper. In the appendix there is a list of 

countries that refers to either of these categories. 
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identified by the degree to which social insurance is differentiated and segmented into 

distinct occupational- and status-based programmes. The liberal model is defined in 

terms of welfare state residualism. Residualism refers to ‗means tested programmes‘ and 

the importance of the private sector in pensions and the health sector. The socialist model 

was born from the labour movements‘ desire to construct solidarity (Esping-Andersen 

1990: 65). The socialist model is defined in terms of universalism. A lower level of 

benefit differentials indicates higher universalism. Program universalism is measured as a 

percentage of the adult population eligible for sickness, unemployment and pension 

benefits, and the degree of equality in the benefit structure (universalism and egalitarian 

benefits) (Esping-Andersen 1990: 73).  

The available data come from Esping-Andersen (1990) for 1980. Scuggs and 

Allen have replicated the scores for 1980 and 2002 based on public data sources (Scruggs 

and Allan 2006a).
12

 

 

Progressive Liberalism 

 HKPLFULL. Hicks Kenworthy full progressive liberalism (Hicks and Kenworthy 

2003). Data are available for 18 countries for approximately 1990. 

The progressive liberalism thesis is developed by Hicks and Kenworthy (2003). It builds 

on Esping-Andersen‘s three worlds thesis. The authors‘ goal is to develop a more 

comprehensive index that incorporates labour market and family policy, besides Esping-

Andersen's original emphasis on social insurance. In doing so, they follow Esping-

Andersen's later advice that ―welfare state operations and effects must be analysed in 

concert with those of labour market and family policies‖ (Hicks and Kenworthy 2003: 

36). Their results lead them to believe that ‗socialism‘ and ‗liberalism‘ have become two 

extremes of one dimension rather than two separate categories. The former ‗socialist‘ (or 

social democratic) category is represented on one end of an axis and is called 

‗progressive liberalism‘. The former ‗liberal‘ category is on the other end and is called 

‗neoliberalism‘ (Hicks and Kenworthy 2003: 41). The third world of welfare, 

                                                 
12

 The original data used by Esping Andersen are not public. Scrugg and Allen have followed the original 

methodology using comparable public data sources so that others can reproduce their results. They found 

rather large discrepancies with the original 1980 socialist scores. A discussion of these differences can be 

found below. 
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―conservatism‖, is viewed as a second, but weaker dimension, representing ―residual 

power out of the pre-capitalist past‖. In a reply to Hicks and Kenworthy, Esping-

Andersen notes: ―However we twist and turn the story, the tempting conclusion is that the 

liberal and the socialist tradition have come intersect. This certainly does not mean that 

they have become indistinguishable, but the more I scrutinise the evidence, the more I am 

prepared to accept the hypothesis that the two have wound up battling over the front lines 

of one policy axis‖ (Esping-Andersen 2003).  

Hicks and Kenworthy perform a full and a trimmed analysis. The first can be seen 

as ―a thorough coverage of relevant aspects of welfare policies, uncompromised by 

concerns that measures might be so comprehensive as to incorporate some things that we 

would like them to predict‖ (Hicks and Kenworthy 2003: 36). The second can be seen as 

a measure of ―welfare state regime dimensions able to help in the explanation of some 

welfare state outcomes (and even outputs) without danger of tautology‖ (Hicks and 

Kenworthy 2003: 37). For that reason, e.g. government social spending is not included in 

the trimmed analysis. The index is based upon data from the 1980s and 90s. Because I am 

not concerned about direct outcomes of the welfare state, I use the full analysis. 

 

Decommodification 

 LSGENROS. Lyle Scruggs benefit generosity index (replicated decommodification 

scores with author‘s preferred methodology) (Scruggs and Allan 2006b). Data are 

available for 18 countries. Data ranges from 1971 to 2003. 

Decommodification is the granting of social labour rights: ―if social rights are given the 

legal and practical status of property rights, if they are inviolable, and if they are granted 

on the basis of citizenship rather than performance, they will entail a decommodification 

of the status of individuals vis-a-vis the market (Esping-Andersen 1990: 21). The level of 

decommodification can be understood in terms of the rights it grants. Decommodification 

occurs when a service is rendered as a matter of right, and when a person can maintain a 

likelihood without reliance on market. Decommodification is not solely captured by 

social expenditure levels, but also looks at eligibility rules and structures, income 

replacement levels and the range of entitlements (Esping-Andersen 1990: 47). 
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 Countries with high decommodification scores have generous welfare states. 

Although welfare state generosity is not the same as welfare state universalism, the effect 

on public perceptions and foreign aid can be expected to be the same. The 

decommodification index measures the granting of social labour rights in terms of 

pensions, unemployment and sick pay. The generosity of these social programmes has 

severe effects on the lives of individual citizens. In the theoretical framework described 

above, this generosity should be felt by citizens, and should lead them to support 

generosity towards others (including poor people abroad) the same way universalist 

welfare states do.  

 

The authors calculated two indices using Esping-Andersen‘s original methodology. The 

first index consists of replicated decommodification scores following the original 

methodology as strictly as possible. The second index is what the authors call a ‗benefit 

generosity index‘. This index uses the same method of scoring countries, but uses 

different estimates of some key programme components. The correlation between the two 

indices is .96 (The differences per country are documented in Scruggs and Allan 2006b). 

The authors believe this latter index is a more accurate picture of actual 

decommodification scores. I adopt the author‘s conclusion and use the benefit generosity 

index for my analysis. 

 

Social spending 

 SOCX. Social expenditures SOCX (OECD 2007). Data are available for 22 countries. 

Data ranges from 1980 to 2003. 

The SOCX database contains indicators for aggregate social expenditure. The main social 

policy areas are old age, survivors, incapacity-related benefits, health, family, active labor 

market programmes, unemployment, housing, and ‗other social policy areas‘.
13

 

Social spending shows how much a country spends on social programmes, but 

tells little about the effects on individual life chance (Scruggs and Allan 2006b: 56). For 

example, during the 1980s in the United Kingdom, then prime minister Mrs. Thatcher cut 

                                                 
13

 http://www.oecd.org/document/2/0,2340,en_2649_34635_31612994_1_1_1_1,00.html, accessed on 12-

07-2007. 

http://www.oecd.org/document/2/0,2340,en_2649_34635_31612994_1_1_1_1,00.html
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unemployment benefits, but because unemployment rose sharper, social expenditures 

rose on balance. Social expenditure therefore lacks the necessary finesse to assess the 

validity of the theoretical framework. Nevertheless, it is an interesting variable to include 

because it gives as an overall image of a country‘s social programmes. An additional 

advantage is that the data is from a reliable source and available for a long range of years.  

 

Finally, I add several control variables. Control variable are variables that influence both 

dependent and independent variables. Omitting these variables can lead to omitted 

variable bias (see King, Keohane et al. 1994: 168-182) leading to incorrect estimates of 

causal effects. The following control variables are therefore added:  

 

Left Cumulative Cabinet Shares 

 LTCABCUM. Left Cumulative Cabinet Shares (Huber, Ragin et al. 2004). Data are 

available for 18 countries. Data ranges from 1960-2000 

Left Cumulative Cabinet Shares are left seats as a percentage of seats held by all 

government parties from 1946 to the year of observation. Thérien and Noël (2000) have 

shown that leftist power has an effect on both foreign aid and socialist welfare state 

attributes. 

 

Logged Population 

 LPOP. Logged Population (OECD). Data are available for 22 countries. Data ranges 

from 1960-2005 

Logged population is the natural log of the population in thousands. Small countries 

spend more on relative foreign aid and have larger welfare states. Because a well-

grounded theory for this is not available, I treat this as an observed fact (but for a review 

of the Danish case, see Olsen 1998). 

 

Logged GDP 

 LGDP. Logged GDP (OECD). Data are available for 18 countries. Data ranges from 

1970-2000. 



 The Determinants of Foreign Aid  20 

 

Logged GDP is the natural log of the Gross Domestic Product. This variable is added for 

the same reason as population. 

  

Results  

Tables 1 and 2 show the cross-sectional OLS regression results for 1980 and 2000. In 

each model ODA as % GNI (ODAP) is the dependent variable. For each cross-section, 

the available operationalisations of welfare generosity for that period were used. All 1980 

results are robust and maintain their strength under various alterations.
14

 

 

Table 1 - Model 0 regression results (OLS regression) with independent variables for 1980 

 (a) (b) (c) (d) 

Dependent F.odap F.odap F.odap F.odap 

easoc 0.098    

 (3.26)***    

easocrep  0.044   

  (1.47)   

lsgenros   0.032  

   (3.62)***  

socx    0.022 

    (1.66) 

ltcabcum 0.001 0.013 0.001 0.009 

 (0.17) (1.68) (0.20) (1.10) 

lpop 0.066 0.024 0.065 0.006 

 (1.48) (0.46) (1.53) (0.11) 

lgdp 0.007 0.198 -0.260 0.217 

 (0.02) (0.56) (0.88) (0.62) 

Constant -0.651 -1.911 1.316 -2.099 

 (0.26) (0.60) (0.52) (0.67) 

Observations 18 18 18 18 

Adjusted R-squared 0.53 0.27 0.57 0.29 

Absolute value of t statistics in parentheses 

* significant at 10%; ** significant at 5%; *** significant at 1% 

 

The explanatory power of Esping-Andersen‘s original 1980 socialist scores is confirmed 

by the results in table 1. However, the replicated socialist scores do not perform as well 

                                                 
14

 For 1980 models, I replaced single year ODA with 5 and 10 year ODA averages. All significances hold 

for these models. Adjusted R-squares rise with 0.03 points for 5 year averages and 0.06 points for 10 year 

averages. The models were also ran without either lpop or lgdp to check for problems due to limited 

degrees of freedom. For models without lpop, all significances hold, but easoc drops from the 1% level to 

the 5% level. Adjusted R-squares drop 0.03 points for models with significant welfare state variables, but 

rise 0.03 points for models without significant welfare state variables. For models without lgdp, all 

significances hold and adjusted R-squares remain roughly the same. Ltcabcum becomes significant at the 

10% level for model b. 
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as expected. This can be explained by Allan and Scruggs‘ remark that Esping-Andersen 

used inconsistent coding for socialist scores (Scruggs and Allan 2006a: 8). Furthermore, 

Scruggs and Allen note that universalism in the 1980s was higher for most countries than 

suggested by Esping-Andersen. In two countries the estimates are noticeably lower 

(Australia and Canada). Scruggs and Allen‘s data further suggest much more equality in 

many countries and less variability than suggested in the original data. If Scruggs and 

Allen are right about the incorrectness of Esping-Andersen‘s original socialist scores, this 

invalidates the empirical results of Noël and Thérien (1995). However, it does not 

necessarily invalidate their theory. More equality and less variability across countries in 

the estimates makes the socialist scores less suitable indicators to demonstrate the 

theorised effect. 

Decommodification shows up as a good explanation for relative ODA levels. The 

adjusted R
2
 is even higher than for the original socialist scores. 

Social expenditures (SOCX) do not seem to have an effect on foreign aid levels. 

This could be explained by the ‗roughness‘ of social expenditures. Social expenditures 

per se do not tell much about the effects on individuals or households. High social 

expenditures that are distributed on a corporatist basis do not yield the feeling of 

solidarity, equality and security that universalist welfare states or high 

decommodification scores are presumed to yield. 

 

The results for the year 2000 regression models are shown in table 2.
15

 These models are 

robust and maintain their strength under various alterations.
16

 

 

 

                                                 
15

 Even though easoc02 is based on data for 2002, I used 2000 as the year for the other independent 

variables and 2001 as the year for the dependent. Formally this is a no-go, since past values are predicted 

with future values. However, many of the variable only go up to the year 2000, leading to a practical 

problem. I justify this decision with the fact that welfare institutions are known to be stable over time. I 

therefore assume that the socialist scores for 2002 are the same as for 2000. 
16

 For 2000 models, I replaced single year ODA with 5 year ODA averages (10 year averages are only 

available with forecasted values). All significances hold for these models. Hkplfull becomes significant at 

the 5% level. Adjusted R-squares rise 0.01-0.03 points. The models were also run without either lpop or 

lgdp to check for problems due to limited degrees of freedom. For models without lpop, all significances 

hold, and hkplfull rises from the 10% level to the 5% level. Adjusted R-squares rise 0,01-0.03 points. 

Ltcabcum becomes significant at the 5% level for model d. For models without lgdp, all significances hold 

and hkplfull rises from the 10% level to the 5% level. Adjusted R-squares drop 0.01 to 0.04 points.  
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Table 2 - Model 0 regression results (OLS regression) with independent variables for 2000 

 (a) (b) (c) (d) 

Dependent F.odap F.odap F.odap F.odap 

easoc02 0.062    

 (3.31)***    

hkplfull  0.172   

  (2.11)*   

lsgenros   0.022  

   (2.59)**  

socx    0.009 

    (0.50) 

ltcabcum 0.010 0.001 0.005 0.008 

 (2.77)** (0.09) (1.09) (1.03) 

lpop 0.002 -0.031 -0.015 -0.052 

 (0.07) (0.77) (0.39) (1.00) 

lgdp 0.519 0.404 0.272 0.583 

 (1.71) (1.13) (0.79) (1.30) 

Constant -5.361 -3.436 -2.933 -5.382 

 (1.73) (0.94) (0.85) (1.17) 

Observations 18 18 18 18 

Adjusted R-squared 0.67 0.55 0.60 0.40 

Absolute value of t statistics in parentheses  

* significant at 10%; ** significant at 5%; *** significant at 1% 

 

The replicated socialist scores for 2002 provide good explanatory leverage. This is a 

puzzling result, for Scruggs and Allen note that compared to the 1980 replicated 

estimates, these scores show ―similarly discordant results‖ as the replicated 1980 scores 

(2006a: 21). There are two possible inferences from this. One is that Scruggs and Allen‘s 

results are flawed. Further examination of their analysis should show whether this is the 

case. Another is that ODA levels have aligned more to the stratification as demonstrated 

for 2002. However, why this would be so cannot be explained by the social stratification 

data itself. 

 Progressive liberalism has a significant and positive result on ODA levels, but 

only at the 10% level. However, for each year from 1991 to 1999, the significance level is 

below the 5% level (results not shown). The progressive liberalism index is based upon 

data from around 1990. During the 1990s, mean ODA as % of GNI for the 18 country 

dataset dropped faster than ever before in the history of ODA (from .50 in 1991 to .39 in 
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2000). Because the progressive liberalism index has one only fixed data point, it cannot 

account for this dynamic.
17

 

 As for the 1980 model, decommodification provides a statistically significant 

explanation for ODA levels of the year 2000. The drop in mean ODA during the 1990s is 

accompanied by a drop in mean decommodification. Decommodification did not drop at 

the same rate as ODA, but decommodification manages to remain significant at the 5% 

level. 

 Probably for the same reason as mentioned above, social expenditures do not 

exhibit any explanatory leverage for the year 2000 model.  

 

Conclusion 

The original Esping-Andersen socialist scores confirm the effect on ODA. However, the 

replicated scores by Scruggs and Allen yield mixed results. They show no effect for 

1980, but show a strong effect for 2002. It is difficult to take sides on which data shows 

the ‗real‘ picture. Until the replicated data are more thoroughly analysed, it is difficult to 

determine whether universalist welfare state institutions have an effect on foreign aid or 

not. 

 The Hicks and Kenworthy progressive liberalism scores provide good 

explanations of ODA levels in the 1990s. Unfortunately, the single year index provides 

too little information to predict ODA values for longer data ranges. 

 Social expenditures do not yield much information about ODA levels in cross-

sectional analysis. A time-series analysis should point out whether this crude measure of 

welfare policies has any explanatory power over longer periods of time. 

 Decommodification provides the best explanation of ODA levels. It performs well 

in both 1980 and 2000 models. This effect is consistent with the theory that universalist 

(socialist) welfare state institutions lead to higher foreign aid spending. This is a 

promising result, that merits further examination. 

 

                                                 
17

 The mean ODA level does not reveal any country specific effects. However, it can be used as an 

indication of evolving trends. More detailed analysis should point out if the drop of the mean is congruent 

with country level developments. 
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These mixed results plead for a further analysis of the data. In the following section I will 

do a pooled cross-sectional time-series analysis of model 0 with the available data.  

 

Welfare States and Foreign Aid (Model 0) - Time-Series analysis 

The majority of the operationalisations of welfare state generosity are only available for 

cross-sections. But two of the operationalisations are available for a series of years 

(LSGENROS and SOCX). Since the dependent variable and the control variables are also 

available for the same series of years, I can perform a pooled cross-sectional time-series 

analysis. The advantage of this method of analysis is that it greatly increases the number 

of observations.
18

 With only 18 countries under investigation, cross-sectional analysis 

offers only limited degrees of freedom (n-1). This limits the number of control variables 

that can be added in each analysis, increasing the risk of omitted variable bias. Another 

advantage is that it can account for changes over time. As we have seen in the cross-

sectional analysis, single year indicators only provide limited scope. 

The methodology is not as straightforward as cross-sectional analysis. There are 

many complicating factors that need to be addressed. I therefore devote the following 

section to the methodology of cross-sectional time-series analysis before discussing the 

results of the analysis. 

 

Methodology 

Political datasets are characterised by a relatively small N, usually 15 to 100 cases 

(countries) and a relative large T (years). Panel data are characterised by the opposite, a 

large N (respondents) and a small T (years). My dataset of 22 countries (N) and 25-45 

years (T) meets the description of a political dataset. The particularities of time-series 

data in general, and small N, large T cross-sectional time-series datasets in particular 

make simple OLS regression problematic.  

For OLS estimators to be the best linear unbiased estimators (BLUE), the Gauss-

Markov theorem must hold. The Gauss-Markov theorem states that expected errors = 0, 

that they are uncorrelated and that they have equal variance (homoskedasticity). When 

the theorem holds, error terms are said to be uncomplicated or ‗spherical‘. However, in 

                                                 
18

 For the difference between a case and an observation, see (King, Keohane et al. 1994: 52) 
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time series data these assumptions are almost always violated. Error terms for one unit of 

one year often correlate with those of the previous year (serial or autocorrelation), or 

error terms for one unit correlate with those of another unit (spatial or contemporaneous 

correlation).
19

 In addition, error distributions may differ across units (heteroscedasticity). 

When one of these conditions is violated, the calculation of standard errors is not correct, 

nor are the derived confidence intervals and statistical tests.  

Feasible Generalised Least Squares (FGLS)
20

 regression, developed by Parks and 

popularised by Kmenta (but also applied in Cochrane-Orcutt and Prais-Winsten 

regression models) corrects for contemporaneous correlation, panel heteroscedasticity, 

and unit specific serial correlation. The correction for contemporaneous correlation also 

corrects for panel heteroscedasticity. However, the correction for contemporaneous 

correlation is problematic unless T is considerably larger than N (Beck and Katz 1995: 

637). In the Parks correction for unit specific serial correlation, a relatively small T/N 

ratio also causes estimates to be biased downwards. As a consequence, the Parks 

estimates may be inferior to OLS estimates.  

Beck and Katz (1995) also argue that the assumption of unit specific serial 

correlation is odd at a theoretical level. The unit specific serial correlation can be seen as 

the ‗memory‘ of a system. This memory is interesting in it‘s own respect, and does not 

necessarily need to be ‗controlled away‘. TSCS analysis assumes that the interesting 

parameters of the model (β) do not vary across units (the assumption of ‗pooling‘). 

Correcting for unit specific serial correlation may lead to more accurate estimates of 

variability, but it may also be the case that not controlling for it may lead to an improved 

overall estimation.  

In general, FGLS regression results in over-optimistic estimates of standard 

errors. To correct for this, Beck and Katz propose a model with panel corrected standard 

errors. When the error terms are not spherical, OLS estimates of β will be consistent but 

inefficient. The OLS standard errors will also be inaccurate, but they can be corrected so 

that they provide accurate estimates of the variability of the OLS estimates of β. Beck and 

                                                 
19

 This is the case when for example economies are heavily linked or when international processes have a 

strong and uniform influence on states‘ policies. 
20

 In GLS the error process is known. However, in practice, the error process is never known to the analyst. 

Feasible GLS hence uses an estimate of the error process.  
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Katz use Monte Carlo experiments to show that Parks FGLS estimates of standard errors 

are severely overconfident (up to 600% when N and T are 20). They show that PCSEs 

resolve this problem. In addition, even in the case of homoscedasticity and 

contemporaneously independent errors where OLS standard errors are accurate, PCSEs 

performed exactly as well as the OLS standard errors (Beck and Katz 1995: 641). PCSEs 

are also comparatively efficient to Parks estimates. Only when contemporaneous 

correlation of the errors rises to .75 and T is twice N, does Parks outperform PCSEs. 

Beck an Katz further argue that serial correlation and panel heteroscedasticity can 

better be controlled for via modelling than through statistical correction (Beck and Katz 

1996). Modelling for serial correlation involves the inclusion of a lagged dependent 

variable (LDV). This lagged dependent should control for any presence of serial 

correlation. Statistical correction involves application of, for example, Kmenta‘s cross-

sectionally heteroskedastic and timewise autocorrelated model (CHTA). However, the 

problem with the inclusion of an LDV is that this independent variable consumes so 

much of the explanatory power, that it is hard to find significant effects for other 

independent variables. For example, regressing ODA on a one year lag of ODA explains 

91.83% of its variation (R-square). Finding statistically significant explanatory variables 

for the only 8.17% remaining variation is therefore difficult. 

The choice between these models is difficult. FGLS models yield overconfident 

estimates of standard errors, but corrects for autocorrelation and heteroscedasticity. PCSE 

models yield reliable standard errors, but corrections for autocorrelation and 

heteroscedasticity with LDVs consume much of the explanatory power.  

 

Another issue with time-series data is non-stationarity. Stationary time-series exhibit a 

clear-cut tendency to return to a constant value or a given trend. This is a requirement for 

the estimation of linear models. The presence of a ‗unit root‘ indicates that time-series are 

not stationary (see for example Levin, Lin et al. 2002; Im, Pesaran et al. 2003). When a 

unit root is present, this problem can be dealt with by taking the first differences of the 

dependent and key independent variables rather than their absolute values.  
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Tests 

I perform two tests of serial correlation for all TSCS regression models.
21

 The results of 

the statistics can be found at the bottom of each regression output.  

The first test is a test of ‗serial correlation in the idiosyncratic errors of a linear 

panel-data model‘ discussed by Wooldridge (2002). The Stata command for this test is –

xtserial2-.
22

  

The second test is what Beck and Katz (1996: 31) call a ‗a simple Lagrange 

multiplier test‘. The same test is referred to by Kittel (1999) as a ‗Durbin m-test‘. What 

this test does is regressing the residuals from an OLS estimation (Y) on the first lag of 

those residuals (X1) as well as all the independent variables (X2, …, Xn) used in the OLS 

estimation. The estimated coefficient of the lagged residual term yields an estimate of the 

remaining serial correlation of the errors. A test of the null hypothesis that this coefficient 

is zero is a test of the null hypothesis that the remaining errors are serially independent 

(Beck and Katz 1996: 9). No implementation for this test could be found in Stata. I 

therefore wrote a Stata program called –durbinm- that calculates this statistic. The ado 

file showing the exact operations is added in the appendix. 

Remaining serial correlation causes OLS to underestimate the standard errors of 

the coefficients leading to larger t-statistics. In the presence of autocorrelation, analysts 

face overly optimistic p-values and the risk that the null hypothesis is mistakenly 

rejected. One way to remove serial correlation is through the addition of a lagged 

dependent variable. In case that after the inclusion of an LDV there is still remaining 

serial correlation, this is a serious problem. The estimates of an OLS regression can no 

longer be trusted, not even PCSE. But turning to a FGLS model has the same result, 

argue Beck and Katz. The best that can be done in this situation is to estimate both 

models (with LDV and FGLS) and compare the results. 

 

                                                 
21

 Other tests are available but gave problems with the dataset because either test only works for GLS 

models. One is a Breusch-Pagan Lagrange multiplier statistic that tests for contemporaneous correlation (-

xttest2- in STATA) proposed by Greene (Greene 2000: 601). Another possibility is -xtcsd, pesaran-, based 

on Pesaran (2004). This command tests for cross-sectional dependence.  
22

 We modified the original command -xtserial- so that it can handle time-series operators and named it - 

xtserial2-. 
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I tested for groupwise heteroscedasticity with -xttest3-. This test calculates a modified 

Wald statistic for groupwise heteroscedasticity in the residuals of a fixed effect or FGLS 

regression model. The test follows Greene (2000: 598). It postulates: H0: 

homoskedasticity. Kittel and Winner (2005) conclude that when the test is highly 

significant, "it seems reasonable to follow the recommendation by Beck and Katz (1995: 

638) to apply panel corrected standard errors‖.  

 

I used two tests to check for non-stationarity in the dependent variable.
23

 The first is the -

ipshin- test, based on Im, Pesaran and Shin (2003). It postulates: H0: all time series are 

non-stationary. The -ipshin- test shows that the balanced dependent variable has p-values 

low enough to reject the null hypothesis.
24

 The second is the –levinlin- command, based 

on Levin, Lin and Chu (2002). The -levinlin- test allows me to reject the null hypothesis 

with an even greater level of certainty.
25

 

These tests warrants the conclusion that the dependent variable does not suffer 

from non-stationarity. As a result, we can abstain from using first difference methods. 

However, since unit root tests are infamous for their low power (Kittel and Winner 2005), 

I checked for robustness by also adding first difference equations. 

 

Data 

Only two of the operationalisations of welfare state generosity are available for a series of 

years: decommodification and social expenditures. The control variables are available for 

all time periods. Variable descriptions and available years are mentioned in the section(s) 

above. 

 Given the sizable increase in degrees of freedom I add some additional control 

variables. I add country dummies to control for country specific effects and year 

dummies to control for time specific effects (such as particularities of the ‗zeitgeist‘ that 

cannot be modelled). The year dummies are omitted in some models when I noticed this 

                                                 
23

 Both unit root tests can only handle balanced panels. Since our panel is not balanced (some countries 

only started giving ODA later than 1960) I omitted countries for which data was not available for the full 

time period under analysis (1960-2005. 
24

 The result of the-ipshin- test is significant at the 5% level for lags 1, 2 and 4. The result is significant at 

the 10% level for lag 3. 
25

 The result of the –levinlin- test is significant at the 1% level for lags 1-4. 
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can have a strong influence on the outcome of the regression.
26

 I added a test for joint 

significance of country and year dummies with a Wald test. The Stata command for this 

test is -testparm-. 

 

I add the following control variables: 

 GDPGR. Growth of real GDP (OECD 2006a).  

 LGDPPC. The natural log of GDP per capita. This is GDP divided by population. 

 ST_UNEM. Standardised unemployment rates (OECD 2006b).  

 

The results of the analysis are presented below.

                                                 
26

 This choice is not always warranted. When the year dummies are jointly significant they should not be 

removed from the equation, but omitting them yields information on the presence of time effects. 
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Results 

 
Table 3 - Model 0 Regression results (PCSE regression) with LSGENROS as main independent 

variable 

 (a) (b) (c) (d) (e) (f) (g) (h) 

Dependent F.odap F.odap F.odap F.odap FD.odap FD.odap FD.odap FD.odap 

odap 0.720 0.740   -0.289 -0.284 -0.282 -0.274 

 (21.68)*** (22.67)***   (8.13)*** (7.42)*** (8.51)*** (7.81)*** 

FD.lsgenros     0.004 0.004 0.004 0.005 

     (1.88)* (1.91)* (2.11)** (2.17)** 

lsgenros -0.000 0.002 0.005 0.015 0.001 0.003 0.001 0.003 

 (0.24) (1.85)* (2.61)*** (9.52)*** (0.50) (1.78)* (0.70) (2.10)** 

FD.ltcabcum     -0.007 -0.008   

     (0.88) (1.07)   

ltcabcum -0.000 -0.001 0.003 -0.001 0.001 -0.001 0.001 -0.001 

 (0.09) (1.56) (2.28)** (0.52) (0.64) (1.02) (0.68) (1.05) 

FD.lgdppc     -0.326 0.044 -0.342 0.003 

     (1.24) (0.25) (1.38) (0.02) 

lgdppc 0.067 0.006 0.363 0.043 0.047 0.016 0.040 0.009 

 (1.63) (0.84) (6.39)*** (3.38)*** (1.04) (1.68)* (0.93) (0.94) 

FD.st_unemp     -0.004 0.001 -0.004 0.001 

     (0.92) (0.19) (0.96) (0.28) 

st_unemp -0.004 -0.005 -0.004 -0.006 -0.004 -0.004 -0.004 -0.003 

 (2.74)*** (5.22)*** (2.01)** (4.18)*** (2.48)** (2.96)*** (2.65)*** (3.02)*** 

FD.gdpgr     -0.001 -0.006 -0.001 -0.005 

     (0.25) (3.03)*** (0.21) (2.94)*** 

gdpgr 0.002 0.001 -0.005 -0.007 0.002 -0.002 0.002 -0.002 

 (1.56) (0.75) (2.66)*** (3.39)*** (0.62) (1.01) (0.73) (0.94) 

FD.lpop     -0.607 -0.158 -0.611 -0.182 

     (2.13)** (0.77) (2.26)** (0.95) 

lpop -0.064 -0.171 -0.256 -0.730 -0.131 -0.216 -0.128 -0.209 

 (1.01) (4.04)*** (2.64)*** (14.49)*** (1.93)* (4.96)*** (2.00)** (5.12)*** 

Constant 0.837 1.755 3.218 7.278 1.457 2.192 1.411 2.108 

 (1.46) (4.22)*** (3.66)*** (14.70)*** (2.37)** (5.07)*** (2.45)** (5.21)*** 

Autocorrelation 1 - F 95.118 63.369 44.481 34.303 81.558 53.807 84.630 53.943 

P 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

Autocorrelation 2 - b -.19648 -.22324 .69506 .67481 -.21405 -.20754 -.21566 .21835 

P 0.006 0.0008 0.000 0.000 0.000 0.004 0.004 0.002 

Heteroscedasticity - χ2 184.34 798.16 362.41 524.37 218.14 455.01 152.56 478.05 

P 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

Country effects - χ2 80.81 64.01 1180.00 999.29 74.98 64.84 75.66 63.76 

P 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

Time effects - χ2 105.06  114.34  89.31  94.80  

P 0.000  0.000  0.000  0.000  

Year Dummies Yes No Yes No Yes No Yes No 

Observations 420 420 420 420 384 384 402 402 

Number of Countries 18 18 18 18 18 18 18 18 

z statistics in parentheses        

* significant at 10%; ** significant at 5%; *** significant at 1%    
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Table 3 shows the PCSE regression results for Model 0 with LSGENROS as main 

independent variable. The dependent variable is ODAP. 

Models (a)-(d) are standard regressions. Models (a) and (b) have a LDV while 

models (c) and (d) do not. Models (b) and (d) have no year dummies. 

Models (e)-(h) are first difference regressions.
27

 Models (e) and (f) take the first 

difference of LTCABCUM while models (g) and (h) only take the absolute values of 

LTCABCUM. Models (f) and (h) have no year dummies.  

 

My main interest are the b-values and z-statistics of decommodification  (lsgenros), the 

main independent variable. The b-value of decommodification is positive and statistically 

significant for all models except (a), (e) and (g). The first differences of 

decommodification (fd.lsgenros) are positive and statistically significant for all models in 

which they are included.  

For each model, we see that the z-statistic is higher for models without year 

dummies. The increased significance of decommodification in the absence of year 

dummies indicates that there are time-specific effects at work that are not modelled for. A 

hypothetical reason for this could be that development aid was more on the international 

agenda in some years than in others. At different moments in time, large humanitarian 

crises have demonstrated the need for foreign aid. This could have caused aid levels to 

rise. As other problems gained salience on the agenda, and interest for international 

development waned, aid levels might have dropped. Further research should point out 

whether this hypothesis is true or not. 

 

Models (a)-(d) 

The inclusion of a LDV does not seem to resolve the problem of autocorrelation and 

heteroscedasticity (even after inclusion of a LDV, all three tests continue to reject the null 

hypothesis of ‗no autocorrelation / heteroscedasticity‘). Even though this is a serious 

problem, there are no tools readily available to resolve this problem. It does permit 

however to consider the models without LDV as equally (in)valid as the models with 

                                                 
27

 The ‗FD.‘ prefix of a variable indicates that the first differences were taken. For independent variables, 

the ‗FD.‘ version of a variable can be interpreted as a short term effect. The standard absolute values 

version of an independent variable can be interpreted as a long term effect. 
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LDV. The highly increased significance of decommodification in models (c) and (d) 

compared to models (a) and (b) can be explained by the absence of ODAP as LDV. As 

noted before, ODAP as LDV consumes almost 92% of the variation. The high 

significance (1% level) of decommodification in both models (c) and (d) seems to 

substantiate hypothesis 0 that universalist (socialist) welfare state institutions lead to 

higher foreign aid spending. 

 

Models (e)-(g) 

All the first difference models show statistically significant and positive b-values for the 

first difference of decommodification (fd.lsgenros). The values do not reach the highest 

level of significance, but are stable across models. This indicates a short term effect of 

decommodification on foreign aid levels.  

The absolute values of LSGENROS only have statistically significant and positive 

b-values in the absence of year dummies. Because the year dummies are jointly 

significant they should not be dropped. This indicates that for the first difference models, 

a long term effect of decommodification on foreign aid cannot be confirmed. 

 These results are rather surprising, because one would sooner expect a long term 

than a short term effect from institutionalised values. The benefits of welfare institutions 

can be argued to need time to settle into peoples opinions. 

 

Additional remarks 

Population has the expected effect on foreign aid: the negative b-value indicates that 

larger countries give relatively less foreign aid. This effect is statistically significant 

across models. 

 Standardised unemployment is highly significant and negative for all models. This 

effect could be expected with the logic that countries will first invest in their own 

economy to take care of national citizens before giving development aid to foreigners. 

The robustness of this effect across models is unexpected but interesting. Further research 

should look closer in to the exact workings of this mechanism. 
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Table 4 - Model 0 Regression results (PCSE regression) with SOCX as main independent 

variable 

 (a) (b) (c) (d) (e) (f) (g) (h) 

Dependent F.odap F.odap F.odap F.odap FD.odap FD.odap FD.odap FD.odap 

odap 0.696 0.707   -0.323 -0.329 -0.308 -0.312 

 (14.29)*** (15.40)***   (5.40)*** (5.65)*** (5.68)*** (5.95)*** 

FD.socx     0.005 0.005 0.004 0.005 

     (2.05)** (2.45)** (2.09)** (2.47)** 

socx -0.001 -0.001 0.009 0.009 0.001 0.001 0.001 0.001 

 (0.39) (0.58) (4.15)*** (4.21)*** (0.26) (0.32) (0.39) (0.39) 

FD.ltcabcum     -0.013 -0.014   

     (1.50) (1.59)   

ltcabcum -0.001 -0.002 -0.004 -0.007 -0.001 -0.001 -0.000 -0.001 

 (1.02) (1.69)* (2.68)*** (5.56)*** (0.65) (1.03) (0.35) (0.88) 

FD.lgdppc     -0.275 -0.243 -0.310 -0.272 

     (1.05) (1.25) (1.22) (1.50) 

lgdppc -0.000 -0.019 0.185 -0.009 -0.024 -0.023 -0.004 -0.031 

 (0.00) (1.89)* (3.89)*** (0.76) (0.48) (1.55) (0.09) (2.30)** 

FD.st_unemp     -0.007 -0.006 -0.007 -0.005 

     (1.38) (1.27) (1.41) (1.26) 

st_unemp -0.005 -0.006 -0.010 -0.013 -0.006 -0.006 -0.006 -0.006 

 (3.36)*** (4.40)*** (4.97)*** (7.89)*** (3.26)*** (3.76)*** (3.49)*** (4.25)*** 

FD.gdpgr     -0.001 -0.001 -0.001 -0.001 

     (0.41) (0.57) (0.24) (0.41) 

gdpgr 0.001 0.001 -0.001 -0.002 0.001 0.000 0.001 0.001 

 (1.04) (0.74) (0.59) (1.32) (0.33) (0.11) (0.43) (0.25) 

FD.lpop     -0.522 -0.407 -0.534 -0.417 

     (1.85)* (1.82)* (1.98)** (2.01)** 

lpop -0.110 -0.160 -0.367 -0.671 -0.214 -0.248 -0.166 -0.233 

 (1.71)* (3.63)*** (4.57)*** (14.96)*** (3.00)*** (4.49)*** (2.68)*** (4.66)*** 

Constant 1.223 1.741 4.021 6.995 2.255 2.607 1.749 2.442 

 (1.96)** (3.97)*** (5.19)*** (15.91)*** (3.26)*** (4.74)*** (2.77)*** (4.92)*** 

Autocorrelation 1 - F 47.479 34.648 17.353 10.790 49.649 36.037 54.397 37.050 

P 0.000 0.000 0.001 0.004 0.000 0.000 0.000 0.000 

Autocorrelation 2 - b -.2658 -.3043 .6686 .6533 -.2975 -.3422 -.3047 -.3471 

P 0.002 0.000 0.000 0.000 0.001 0.000 0.000 0.000 

Heteroscedasticity - χ2 216.08 515.87 556.96 737.72 240.88 353.10 215.49 287.10 

P 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

Country effects - χ2 73.46 71.10 2328.78 2510.48 66.08 68.94 65.62 68.82 

P 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

Time effects - χ2 43.32  54.16  35.06  36.87  

P 0.003  0.000  0.001  0.000  

Year Dummies Yes No Yes No Yes No Yes No 

Observations 350 350 350 350 312 312 330 330 

Number of Countries 18 18 18 18 18 18 18 18 

z statistics in parentheses        

* significant at 10%; ** significant at 5%; *** significant at 1%    
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Table 4 shows the PCSE regression results for Model 0 with social expenditures (SOCX) 

as the main independent variable. The dependent variable is ODAP. The breakout of the 

models is the same as for table 3 (see above). 

 

The b-value of social expenditures is only positive and statistically significant for models 

(c) and (d). The first differences of social expenditures (fd.socx) are positive and 

statistically significant for all models in which it is included. Omitting the year dummies 

does not increase the significance of social expenditures to the same degree as with 

decommodification. 

 

Models (a)-(d) 

As with decommodification as main independent variable (table 3), the inclusion of a 

LDV does not seem to resolve the problem of autocorrelation and heteroscedasticity. In 

fact, omitting the LDV slightly decreases the problem of autocorrelation (the significance 

of the first autocorrelation test is lower, but not low enough to keep the null hypothesis of 

‗no autocorrelation‘). The high significance (1% level) of social expenditures in both 

models (c) and (d) seems to substantiate hypothesis 0 that universalist (socialist) welfare 

state institutions lead to higher foreign aid spending. 

 

Models (e)-(g) 

All the first difference models show statistically significant and positive b-values for the 

first differences of social expenditures (fd.socx). All the values are significant at the 5% 

level and are stable across models. This indicates a short term effect of social 

expenditures on foreign aid levels. The absolute values of social expenditures never reach 

statistical significance. 

 As for decommodification, social expenditures only seem to have a short term 

effect on foreign aid levels.  

 

Additional remarks 

Population and standardised unemployment have a similar robust effect on foreign aid as 

in the models with decommodification as main independent variable. This strengthens the 
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recommendation that the effect of unemployment should be further looked into in future 

research. 

 

Conclusion 

Serial correlation and heteroscedasticity are a problem in all models. The inclusion of a 

lagged dependent variable does not resolve this problem. When we dismiss the results of 

the LDV models, both decommodification and social expenditures have a positive 

significant effect on foreign aid levels. But omitting the lagged dependent variable can 

only be justified when there is no theoretical reason to believe that last year‘s level of 

ODA has anything to do with this year‘s level of ODA (see Kittel 1999). This is a 

precarious assumption. It is much more likely that ODA does indeed depend on previous 

levels. The institutional inertia of ODA has also been mentioned in earlier research.
28

  

 Long term effects of either decommodification or social expenditures do not occur 

in first difference models. On the other hand, significant and positive short term effects 

are present for both decommodification and social expenditures. 

 

A solution to the serial correlation and heteroscedasticity problem is the application of 

Prais-Winsten regression. The results of these models are included in the appendix. Serial 

correlation is successfully removed with this technique.
29

 Decommodification is never 

significant, except for model (b) in which time dummies are omitted. However, as before, 

there is no justification to omit time effects since the dummies are jointly significant. 

Standardised unemployment disappears as a robust effect in all models. 

In the Prais-Winsten regressions, social expenditures do not have any significant 

effect in models (a) and (b), but do have a significant short and long term effect in all first 

difference models. In fact, the anticipated long term effect is more statistically significant 

than the short term effects. Here again, standardised unemployment is robust across 

models. The danger of overconfident confidence intervals in the case of Prais-Winsten 

regression should be kept in mind here.  

 

                                                 
28

 See theoretical section for references. 
29

 see the Durbin-Watson statistics in the appendix 
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On the whole, the effect of social welfare institutions on foreign aid is not evident from 

these data. Yes, some models demonstrate a statistically significant and positive effect of 

either decommodification or social spending. But the models in which effects appear are 

never the most restricted or safest models. There is enough reason to continue to assess 

models 1 and 2, but the hypothesis that universalist (socialist) welfare state institutions 

lead to higher foreign aid spending is not incontestably proven by these results. 

 

Welfare States and Public Opinion (Model 1) - Time-Series analysis 

 

Methodology 

Model 1 posits a positive relationship between egalitarian welfare states and public 

support for foreign aid. When welfare states are more egalitarian, public support for 

foreign aid should be higher. The data used for this analysis is described below. 

 

Data 

Internationally comparable multi-year public opinion data are scarce. The only source 

that has comparative questions on development aid over countries and time is 

Eurobarometer. One question in particular has been asked in (roughly) the same wording 

in (roughly) the same set of countries over a period of time. The big drawback of this data 

is that it is only available for European countries. This is a serious limitation, but there is 

no alternative. Many country-level surveys are held, but the formulation of the questions 

is always different across countries. Even on a single country level, it is virtually 

impossible to find continued surveys over a large number of years that use the same 

wording. The risk of invalid measurement (not measuring what you want to measure) is 

greater than the possible benefit of including this data. Until surveys are held at a OECD 

DAC level, this limitation remains a problem for this type of analysis. 

Figure 2 Model 0 

Model 1 Model 2 universalist 
welfare state 
institutions 

public support 
for foreign aid 

foreign aid 
generosity 
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These are the public opinion variables that I use for the analysis of model 1: 

 

 OPINION1 – Eurobarometer: ―In your opinion, is it very important, important, not 

very important or not at all important to help people in poor countries in Africa, Latin 

America, Asia, etc. to develop?‖
30

 The data are available for 8 years, ranging from 

1983 to 2004. 

 

There are approximately 70 observations (not all countries were part of the survey in all 

years) in the dataset. The categories ‗very important‘ and ‗important‘ were merged to 

form a category of people who find it important to help people in poor countries. This 

question is imperfect for a multitude of reasons. It does not distinguish between 

development aid and humanitarian aid. It does not ask whether people think it is their 

government that is responsible to do something. Neither does it ask why people think it is 

important to help. Short, this variable has serious shortcomings that I am desperately 

aware of. But as noted above, this is the only tool available for comparative analysis, 

however bad it may be.  

To cope with the missing value problem I have imputed missing values in two 

ways. These imputation techniques are borrowed from Milner (2005). 

 

 OPINION2 – OLS imputed missing values based on OPINION1. This procedure 

estimates an OLS regression line based on values of the available years. The missing 

years are filled with the estimated values of the regression equation for that country. 

Years for which data was available kept their original value. If a downward trend line 

led to negative values, these values were set to zero and cut off at that year. 

 

 OPINION3 – This procedure takes the value from the last year for which data was 

available in OPINION1. For example, the years between 1983 and 1987 (two years 

for which data were available) were filled with the 1983 data. The data range was 

extrapolated to the year 2006. 

                                                 
30

 Full descriptions of the questions can be found in the appendix. The questions were not exactly similar 

for all years, but similar enough to treat them equivalently.  
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The two procedures increase the number of cases for which data is available to 

approximately 190 observations.
31

 

 

The regressions below are PCSE regressions. First differences were not used for three 

reasons. First, the many gaps in the sample make it virtually impossible to perform unit 

root tests. Second, to take the first differences of the raw values (opinion1) is 

problematic, for the value of the previous period is ‗missing‘ in most cases. Third, to take 

the first differences of the imputed values is risky because they do not represent ‗real‘ 

values.
32

 Lagged dependent variables could not be included due to gaps in the sample. 

 

Table 5 shows the PCSE regression results for Model 1 with decommodification 

(lsgenros) as main independent variable. The dependent variable is public support for 

foreign aid. 

Models (a) and (b) have the original Eurobarometer results as dependent variable. 

Models (c) and (d) have the missing values filled with OLS estimates (opinion2). Models 

(e) and (f) have the missing values filled with the values from the last available year 

(opinion3). Models (b), (d) and (f) do not have year dummies. 

 

 

                                                 
31

 data for Norway was not imputed beyond the latest available year since there were only two years for 

which data was available 
32

 Prais-Winsten regressions were done to check the difference. Since the results conform to the PCSE 

regression results, they are not presented 
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Results 

 
Table 5 - Model 1 Regression results (PCSE regression) with LSGENROS as main independent 

variable 

 (a) (b) (c) (d) (e) (f) 

Dependent F.opinion1 F.opinion1 F.opinion2 F.opinion2 F.opinion3 F.opinion3 

lsgenros -0.006 -0.008 -0.003 -0.003 -0.003 -0.007 

 (2.33)** (4.93)*** (1.32) (1.50) (1.38) (2.98)*** 

ltcabcum -0.013 -0.013 -0.010 -0.005 -0.011 -0.036 

 (2.78)*** (2.15)** (2.48)** (1.05) (2.75)*** (5.40)*** 

lgdppc 0.312 0.328 0.239 0.256 0.329 0.702 

 (2.14)** (16.21)*** (1.76)* (12.12)*** (2.32)** (13.17)*** 

gdpgr 0.005 -0.005 0.003 -0.002 0.001 0.003 

 (1.11) (1.77)* (0.98) (0.65) (0.32) (0.63) 

st_unemp 0.005 -0.003 0.001 -0.002 -0.001 0.022 

 (0.70) (1.87)* (0.30) (1.58) (0.11) (7.02)*** 

lpop -0.142 -0.184 -0.094 -0.048 -0.036 -0.171 

 (0.99) (4.21)*** (0.85) (1.86)* (0.33) (4.63)*** 

Constant 1.730 2.189 1.336 1.781 0.197 4.013 

 (1.21) (6.33)*** (1.27) (4.88)*** (0.19) (7.21)*** 

Autocorrelation 1 - F
33

   4.769 4.166 204.758 969.093 

P   0.0515 0.066 0.000 0.000 

Autocorrelation 2 - b
34

   .1070 .0075 .4627 .0404 

P   0.172 0.921 0.000 0.148 

Heteroscedasticity - χ2 1.6e+06 76023.88 109.54 150.94 8781.92 18409.06 

P 0.000 0.000 0.000 0.000 0.000 0.000 

Country effects - χ2 151.49 108.60 865.31 555.44 317.08 142.92 

P 0.000 0.000 0.000 0.000 0.000 0.000 

Time effects - χ2 60.13  153.44  1652.43  

P 0.000  0.000  0.000  

Year dummies Yes No Yes No Yes No 

Observations 70 70 189 189 189 189 

Number of Countries 12 12 12 12 12 12 

z statistics in parentheses     

* significant at 10%; ** significant at 5%; *** significant at 1%  

 

The b-value of decommodification is negative and statistically significant for models (a), 

(b) and (f). This indicates that the more social benefits workers receive, the less people 

are in favour of foreign aid. This result is in complete contrast with the theoretical 

framework. 

It should be noted that decommodification is only significant in model (f) due to 

the omission of year dummies. Since time effects are jointly significant in model (e), 

                                                 
33

 This test was not performed for models (a) and (b) due to gaps in the sample.  
34

 This test was not performed for models (a) and (b) due to gaps in the sample. 
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there is no good reason to omit these dummies. All models suffer from heteroscedasticity. 

Serial correlation is a problem for models (e) and (f). However, the fact that the most 

restricted model, with only original data and time dummies (model ‗a‘) yields a 

significant negative effect from decommodification on public support for foreign aid is a 

surprising and important finding. 

 

Additional remarks 

Cumulative left power has a comparable effect on public support as decommodification. 

This finding is equally surprising. People in countries with strong left partisan traditions 

are expected to have higher support for foreign aid. GDP per capita does have the 

expected sign. The richer people are, the more they are expected to support helping poor 

people. Some cynics might argue the opposite, but to common sense this result is not 

surprising. 

 

Table 6 shows the PCSE regression results for Model 1 with social spending (socx) as 

main independent variable. The breakout of the models is the same as described above for 

table 5. 

Table 6 shows very similar results to table 5. The b-value of social spending is 

negative and statistically significant for models (a), (b), (e) and (f). Even with time-

dummies included, these models show a significant result at the 5% level, although 

omitting the time dummies increases the z-statistics somewhat. This indicates that the 

more countries spend on social programmes, the less people are in favour of foreign aid. 

Again, this result is in complete contrast with the theoretical framework. 

All models suffer from heteroscedasticity. The problem of serial correlation is 

smaller than in table 5. Here again, the fact that the most restricted model, with only 

original data and time dummies (model ‗a‘) yields a significant negative effect from 

social spending on public support for foreign aid is a surprising and important finding. 

 

Additional remarks 

Again, cumulative left power has a negative effect on public support for foreign aid and 

GDP per capita has a positive effect on public support for foreign aid. 
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Table 6 - Model 1 Regression results (PCSE regression) with SOCX as main independent 

variable 

 (a) (b) (c) (d) (e) (f) 

Dependent F.opinion1 F.opinion1 F.opinion2 F.opinion2 F.opinion3 F.opinion3 

Year dummies Yes No Yes No Yes No 

socx -0.007 -0.007 -0.003 -0.002 -0.008 -0.010 

 (2.31)** (2.38)** (0.93) (0.75) (2.76)*** (3.68)*** 

ltcabcum -0.010 -0.008 -0.008 -0.003 -0.009 -0.031 

 (1.79)* (1.10) (1.97)** (0.62) (2.05)** (5.34)*** 

lgdppc 0.238 0.309 0.194 0.247 0.260 0.685 

 (1.73)* (15.80)*** (1.47) (11.51)*** (2.12)** (17.08)*** 

gdpgr 0.004 -0.007 0.003 -0.002 0.000 0.001 

 (0.98) (2.15)** (0.88) (0.95) (0.15) (0.15) 

st_unemp 0.008 0.002 0.003 -0.001 0.003 0.028 

 (1.08) (0.56) (0.50) (0.19) (0.63) (11.04)*** 

lpop -0.160 -0.148 -0.105 -0.029 -0.046 -0.105 

 (1.13) (4.14)*** (0.96) (1.21) (0.45) (3.01)*** 

Constant 3.032 1.780 1.420 1.471 0.346 2.955 

 (2.29)** (6.52)*** (1.37) (4.27)*** (0.37) (7.12)*** 

Autocorrelation 1 - F
35

   6.374 4.527 211.575 885.958 

P   0.028 0.0568 0.000 0.000 

Autocorrelation 2 - b
36

   .1137 .0050 .4326 .0419 

P   0.1485 0.948 0.000 0.134 

Heteroscedasticity - χ2 35349.60 7.4e+06 99.95 127.76 3042.62 36974.52 

P 0.000 0.000 0.000 0.000 0.000 0.000 

Country effects - χ2 156.93 95.13 869.13 503.80 333.82 70.00 

P 0.000 0.000 0.000 0.000 0.000 0.000 

Time effects - χ2 63.74  153.50  1733.73  

P 0.000  0.000  0.000  

Observations 70 70 189 189 189 189 

Number of Countries 12 12 12 12 12 12 

z statistics in parentheses     

* significant at 10%; ** significant at 5%; *** significant at 1%  

 

 

Conclusion 

The analysis suffers from some of the problems that were discussed before (serial 

correlation and heteroscedasticity), but the results presented here are robust after 

correction of these problems.
37

 

 

                                                 
35

 This test was not performed for models (a) and (b) due to gaps in the sample.  
36

 This test was not performed for models (a) and (b) due to gaps in the sample. 
37

 Prais-Winsten regressions yield similar results. Results are not presented but are available upon request.  
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Table 5 and table 6 show the remarkable result that decommodification and social 

spending have a statistically significant negative effect on public support for foreign aid. 

In other words, the more social benefits people receive, the less they support foreign aid. 

This result completely contradicts the theoretical framework. The hypothesis that 

universalist (socialist) welfare state institutions lead to higher public support for foreign 

aid can therefore not be accepted. 

 

Public Opinion and Foreign Aid (Model 2) - Time-Series analysis 

 
 

Methodology 

Hypothesis 2 posits that higher public support for foreign aid leads to higher foreign aid 

spending. This hypothesis is tested with the data described in the previous sections. In 

model 2, the dependent variable is ODA as % of GNI. The main independent variable is 

public support for foreign aid. The same public opinion variables are used as in model 1. 

All models are PCSE regressions with a lagged dependent variable.
38

 Table 7 shows the 

regression results of model 2 

                                                 
38

 Prais-Winsten regressions of the same models do not show significant effects for any of the public 

opinion variables. When the LDV is omitted, public support in model (b) becomes significant at the 10% 

level and public support in model (f) loses all significance. All other significances hold. 

Figure 2 Model 0 

Model 1 Model 2 universalist 
welfare state 
institutions 

public support 
for foreign aid 

foreign aid 
generosity 
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Results 

 

Table 7 - Model 2 Regression results (PCSE regression with LDV) with Public Opinion as main 

independent variable
 39

 

 (a) (b) (c) (d) (e) (f) 

Dependent F.odap F.odap F.odap F.odap F.odap F.odap 

odap 0.850 0.829 0.714 0.690 0.708 0.704 

 (11.05)*** (10.78)*** (13.04)*** (14.58)*** (12.60)*** (13.61)*** 

opinion1 0.203 0.053     

 (1.44) (0.95)     

opinion2   0.307 0.224   

   (2.46)** (3.95)***   

opinion3     0.023 -0.058 

     (0.26) (3.07)*** 

ltcabcum -0.006 -0.007 -0.006 -0.004 -0.009 -0.008 

 (1.05) (1.47) (1.63) (1.16) (2.55)** (2.88)*** 

st_unemp 0.001 -0.003 -0.003 -0.006 -0.003 -0.005 

 (0.54) (1.07) (1.78)* (2.84)*** (1.59) (2.18)** 

lgdppc -0.067 -0.083 -0.088 -0.089 -0.015 0.011 

 (0.60) (1.82)* (1.47) (2.32)** (0.32) (0.35) 

gdpgr 0.008 0.009 0.006 0.003 0.006 0.003 

 (2.00)** (3.30)*** (2.28)** (1.65)* (2.36)** (1.79)* 

lpop 0.010 -0.035 -0.080 -0.070 -0.101 -0.075 

 (0.11) (0.45) (1.58) (1.75)* (2.45)** (2.22)** 

Constant -0.140 0.422 0.720 0.673 1.204 1.041 

 (0.15) (0.65) (1.11) (1.34) (2.62)*** (2.74)*** 

Autocorrelation 1 - F
40

   69.457 78.736 70.768 80.383 

P   0.000 0.000 0.000 0.000 

Autocorrelation 2 - b
41

   -.5031 -.5364 -.4867 -.4958 

P   0.000 0.000 0.000 0.000 

Heteroscedasticity - χ2 6266.47 2.3e+05 215.68 955.93 231.59 557.38 

P 0.000 0.000 0.000 0.000 0.000 0.000 

Country effects - χ2 25.22 28.28 53.44 51.85 55.26 56.54 

P 0.009 0.003 0.000 0.000 0.000 0.000 

Time effects - χ2 14.67  30.72  24.29  

P 0.012  0.031  0.146  

Year dummies Yes No Yes No Yes No 

Observations 59 59 178 178 177 177 

Number of Countries 12 12 12 12 12 12 

z statistics in parentheses     

* significant at 10%; ** significant at 5%; *** significant at 1%  

 

Table 7 shows no significant effect on foreign aid from opinion1. Only when the LDV is 

omitted, the effect from public opinion in model (b) becomes significant at 10% and stays 

                                                 
39

 Model 2 is robust with lsgen or socx included as independent variable. 
40

 This test could not be done for models (a) and (b) due to gaps in the sample.  
41

 This test could not be done for models (a) and (b) due to gaps in the sample. 
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positive (results not shown). This step is not warranted, because the time dummies are 

jointly significant in model (a).  

Opinion2 shows a positive and significant effect at the 5% level with year 

dummies (model ‗c‘) and when year dummies are omitted, a positive and significant 

effect at the 1% level (model ‗d‘). At a standard level of alpha (5%), the choice to omit 

the year dummies is not warranted. The year dummies in model (c) are jointly significant. 

Omitting the LDV diminishes the significance of opinion in model (c) to 10%, but leaves 

intact the 1% level in model (d).  

Opinion3 does not show a significant effect with year dummies, but when the year 

dummies are omitted it shows a highly significant negative effect. This step is warranted 

by the joint insignificance of the year dummies in model (e). However, when the LDV is 

omitted for model (f), the effect stays negative but loses all significance (results not 

shown). 

 

Conclusion 

Based on the raw Eurobarometer data (opinion1), higher public support for foreign aid 

does not lead to higher foreign aid spending. When the missing values in the raw data are 

imputed with an OLS regression technique, public support for foreign aid has a fairly 

robust positive effect on foreign aid levels. When the missing values in the raw data are 

filled with the last known values, it is unclear what effect (if any) public support has on 

foreign aid. 

 

Final Conclusion 

The theoretical framework in this paper can be summarised as follows. Institutionalised 

values and principles of equality have a positive effect on foreign aid levels through the 

effect they have on public preferences. Once institutionalised, values and principles of 

equality are transmitted to those exposed to the institutions that embody them. The public 

preferences are aggregated back into (foreign) welfare policies through democratic 

processes. Figure 2 represents these causal processes. 
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If all of the above is true, universalist (socialist) welfare state institutions lead to higher 

public support for foreign aid. In turn, higher public support for foreign aid leads to 

higher foreign aid spending. As a consequence, universalist (socialist) welfare state 

institutions lead to higher foreign aid spending. These are the three hypotheses under 

examination in this paper. 

 

 

 

I first scrutinised the last hypothesis (model 0). This analysis shows that the original 

effect, as found by Noël and Thérien (1995) is more uncertain than previously assumed. 

The validity of the Esping-Andersen stratification data is under attack (Scruggs and Allan 

2006a), and alternative measures of socialist welfare regimes do not reveal similar 

explanatory power. In the cross-sectional context, a measure of welfare state generosity 

(decommodification) looks promising for explaining foreign aid levels. On a theoretical 

level, the causal effect on people‘s preferences should also follow from this variable. 

The effect of decommodification on foreign aid levels is further examined in a 

cross-sectional time-series analysis. Here, the results are weaker and less stable. The most 

strict methodological procedures do not yield consistent results. Only when 

methodological requirements are eased slightly, a positive and significant effect becomes 

apparent. Common problems in time-series analysis (such as serial correlation and 

heteroscedasticity) add further to a cautious interpretation of these results. An analysis of 

the theoretically less convincing level of social spending yields similar results. As a 

consequence, it cannot be said without reservation that universalist (socialist) welfare 

state institutions lead to higher foreign aid spending. 

 

Figure 2 Model 0 

Model 1 Model 2 universalist 
welfare state 
institutions 

public support 
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foreign aid 
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The analysis of model 1 shows a surprising result: high decommodification levels and 

social spending have a negative effect on public support for foreign aid. This effect is 

only statistically significant for the original raw public opinion data, but the coefficients 

of the imputed data all have the same negative sign. Moreover, cumulative left power 

also has a statistically significant negative effect on public support for foreign aid in a 

number of models. 

 These results are puzzling and completely contrary to what is expected from the 

theoretical framework. I do not have an explanation for these results. Data limitations 

prohibit robustness checks that are performed for the other models. More data is currently 

not available, but other statistical techniques may shed more light on this matter. If this 

result is found to be robust, this requires a thorough revision of the theoretical 

framework. 

 Universalist (socialist) welfare state institutions do not seem to lead to higher 

public support for foreign aid. In fact, the opposite seems to be true. Although this result 

cannot be explained within our theoretical framework, it may shed light on why the 

results from model 0 are so weak. When discussing the research design, I showed that the 

causal effects of model 1 and 2 are multiplicative, and that model 0 follows from the 

resulting vector. If welfare states do not have the theorised positive effect on public 

opinion, and the sign of the effect is negative or zero, they do not contribute to the level 

of foreign aid as predicted. To verify this, we also need to look at the results of model 2. 

 

The analysis of model 2 shows that the raw Eurobarometer scores do not have an effect 

on foreign aid levels. When missing values are imputed with an OLS regression 

technique they exhibit a fairly robust and positive effect on foreign aid levels. When the 

last known values are used to fill the gaps in the sample, they do not demonstrate a stable 

effect on foreign aid levels. 

 

The positive effect from the OLS imputed values (opinion2) on foreign aid levels cannot 

be unified with the effect from welfare institutions on them. Neither decommodification 

nor social expenditures have a statistically significant effect on opinion2. On the other 

hand, decommodification and social expenditures have a statistically significant 
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(negative) effect on the raw public opinion data. But the raw public opinion data does not 

have a statistically significant effect on foreign aid.  

When the different versions of the public opinion data are considered one at the 

time, the multiplicative effect of models 1 and 2 is zero. Even if we would be loose in our 

logical reasoning, the product of models 1 and 2 does not explain the (weak and unstable) 

effect of welfare states on foreign aid (model 0). When we multiply the negative effect of 

model 1 (raw public opinion data) with the positive effect of model 2 (OLS imputed 

values) the result is still negative. 

 

In conclusion, the effect from welfare states on foreign aid spending is zero or positive. 

The effect from welfare states on public opinion is zero or negative. The effect from 

public opinion on foreign aid is zero or positive. Either version of the truth contradicts the 

theoretical framework. Higher foreign aid levels cannot be explained by the effect 

egalitarian welfare state institutions have on public opinion. These results are summarised 

in figure 3. 

 

 

 

What are we to make of these results? Two simple possibilities present themselves. One 

possibility is that the data analysis is flawed. Several points can be raised against this 

analysis. First, decommodification and social spending are only proxies for Esping-

Anderson socialist scores. Second, the public opinion data are limited to European 

countries and have a validity problem. Third, the regression models suffer from serial 

correlation and heteroscedasticity. The data problem is acute, but there is no imminent 

solution. Better public opinion data do not exist at this moment in time. The validity of 

the Esping-Andersen socialist scores is under attack and the replicated scores are only 

Figure 3 
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available for two years. However, I argue that the decommodification data in this paper is 

a valid proxy that evades this problem.  

More sophisticated data analysis techniques may lead to different results. I have 

applied all the available robustness checks and corrections in my toolbox, but as a junior 

researcher the contents of my toolbox are limited. Others with more experience with 

pooled time-series analysis may be able to correct for weaknesses in my models and 

demonstrate flaws in mine. I invite fellow researchers to do so. 

 

The second possibility is that the theoretical framework is flawed and needs to be 

reviewed. Personally, I think this is the case. The hypothesised causal effects from 

welfare state institutions on foreign aid should be made more explicit and better thought 

through. Even if better public opinion data would be available, the direct link between 

public perceptions and policy is problematic. The democratic process is more 

complicated than this direct link assumes, and many additional factors may override the 

direct effect. Given these facts, I believe the development of a better theoretical 

framework is the way forward in finding a definitive answer to the determinants of 

foreign aid. 

 

I provide an alternative interpretation of the existing theoretical framework with some 

additional data. This analysis can be found in the appendix.  

 

This paper gives a negative answer to the main question of this paper. It largely refutes 

one possible answer, leaving open many others. Nevertheless, a demonstration of what is 

not the case is also a contribution to the understanding of a subject. A small, but 

important step towards the escape out of the ―intellectual vacuum‖ mentioned in the first 

sentence of this paper. For me, and the reader of this paper, the puzzle remains unsolved. 

Further development of theory and data collection seems necessary to be able to answer 

the main question of this paper. 
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Appendix  

Inequality, an alternative explanation?  

In the theoretical framework of the main section of this paper, public opinion functioned 

as an intermediary variable between welfare state institutions and foreign aid level. This 

theory assumes popular influence on policy decisions. The alternative explanation I 

propose is one of elite control over policy. The theoretical framework largely stays intact, 

with the exception that universalist welfare state institutions are not assumed to influence 

public perceptions of equality, but elite preferences of equality. When elites notice that 

inequality is less a domestic problem, they may be more inclined to support foreign aid. 

This causal sequence is summarised in figure 4. 

 

 

 

Methodology 

To  test these hypotheses, I use two measures of inequality as intermediary variables. All 

other variables are the same as in the main section of this paper.  

 

Data 

Two indicators of inequality are available for a long period of years for the countries in 

my dataset. Even though the Gini coefficient is the best know measure of these two, the 

Theil data are available for more countries and more years.  

 

 THEIL – UTIP-UNIDO industrial pay-inequality. Data is presented in Theil‘s t-

measure (UTIP 2007b).
42

 Calculations based on United Nations Industrial 

Organisation Data (2001). Data are available for 1963-1999 for 16 countries. 

 

                                                 
42

 For an explanation on the properties of Theil‘s t-measure, see http://utip.gov.utexas.edu.  
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http://utip.gov.utexas.edu/
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 GINI – Estimates of gross household income inequality, computed from a regression 

relationship between the Deininger and Squire (2007) inequality measures and the 

UTIP-UNIDO (UTIP 2007b) pay inequality measures, controlling for the source 

characteristics in the Deininger and Squire data and for the share of manufacturing in 

total employment (UTIP 2007a). 

 

Results model 1 

Table 8 shows PCSE regression results for model 1. The dependent variable is Theil. 

Models (a) to (d) have decommodification as main independent variable. Models (e) to 

(h) have social expenditures as main independent variables. Models (a) and (b) and (e) 

and (f) have lagged dependent variables. Models (b), (d), (f), and (h) do not have year 

dummies. 

 

Table 8 - Model 1 regression results (PCSE regression) with LSGENROS (a-d) and SOCX (e-h) 

as main independent variables 

 (a) (b) (c) (d) (e) (f) (g) (h) 

Dependent F.theil F.theil F.theil F.theil F.theil F.theil F.theil F.theil 

theil 0.456 0.494   0.182 0.213   

 (3.60)*** (4.01)***   (1.42) (1.64)   

lsgenros -0.000 -0.000 -0.000 -0.000     

 (1.08) (1.70)* (0.42) (2.01)**     

socx     -0.000 -0.000 -0.000 -0.000 

     (2.03)** (1.81)* (2.27)** (1.95)* 

ltcabcum 0.000 0.000 -0.000 0.000 0.000 0.000 0.000 0.000 

 (0.51) (0.98) (0.41) (1.00) (3.13)*** (3.50)*** (3.21)*** (3.82)*** 

lgdppc -0.008 0.001 -0.010 0.002 -0.008 0.001 -0.008 0.002 

 (1.72)* (1.28) (2.15)** (2.21)** (1.26) (1.60) (1.19) (2.55)** 

gdpgr 0.000 -0.000 0.000 0.000 0.000 0.000 0.000 0.000 

 (0.06) (0.14) (0.27) (0.85) (0.16) (0.19) (0.09) (0.74) 

st_unemp 0.000 0.000 0.000 0.000 0.000 0.001 0.001 0.001 

 (0.77) (3.81)*** (1.81)* (4.61)*** (2.67)*** (3.95)*** (3.87)*** (4.99)*** 

lpop -0.007 0.004 -0.002 0.009 -0.005 0.005 -0.003 0.006 

 (0.81) (0.77) (0.28) (2.35)** (0.63) (1.54) (0.33) (1.90)* 

Constant 0.082 -0.029 0.037 -0.081 0.052 -0.044 0.028 -0.054 

 (0.92) (0.66) (0.44) (2.10)** (0.67) (1.46) (0.37) (1.78)* 

Year Dummies Yes No Yes No Yes No Yes No 

Observations 253 253 253 253 183 183 183 183 

Number of idn 16 16 16 16 16 16 16 16 

z statistics in parentheses       

* significant at 10%; ** significant at 5%; *** significant at 1%    
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Table 8 shows that decommodification has a statistically significant effect on industrial 

pay inequality when year dummies are omitted. However, the year dummies are jointly 

significant (results not shown). Year dummies should therefore not be omitted and any 

effect from decommodification on industrial pay inequality cannot be confirmed. 

However, social expenditures show a statistically significant negative effect on 

industrial pay inequality across models. When social expenditures are higher, pay 

inequality is lower. 

The same analysis was done with Gini as a dependent variable. Neither of the two 

welfare state indicators shows any significant effects in this analysis (results not shown). 

 

Results model 2 

Table 9 shows PCSE regression results for model 2. The dependent variable is ODA as % 

of GNI. Models (a) and (b) have industrial pay inequality (theil) as main independent 

variable. Models (c) and (d) have gross household income inequality (gini) as main 

independent variables. Models (a) and (c) have lagged dependent variables.
43

 

 

Table 9 shows that in models without an LDV (models ‗b‘ and ‗d‘) both industrial pay 

inequality and gross household income inequality have a statistically significant and 

negative effect on foreign aid levels. The models with LDV do not remove serial 

correlation and heteroscedasticity. There is no good theretical reason to omit the LDV, 

but its inclusion in the model does not seem to have more effect than consuming 

explanatory power. 

                                                 
43

 The coefficients of theil and gini do not reach statistical significance when year dummies are omitted in  

LDV models (results not shown) 
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Table 9 - Model 2 regression results (PCSE regression) with Theil (a-b) and Gini (c-d) as main 

independent variables 

 
 (a) (b) (c) (d) 

Dependent F.odap F.odap F.odap F.odap 

Year Dummies Yes Yes Yes Yes 

odap 0.677  0.674  

 (14.25)***  (13.95)***  

theil -0.531 -6.784   

 (0.44) (3.69)***   

gini   -0.004 -0.026 

   (0.80) (3.84)*** 

ltcabcum 0.004 0.014 0.005 0.017 

 (2.04)** (5.58)*** (2.16)** (6.97)*** 

st_unemp 0.000 0.012 0.001 0.014 

 (0.13) (2.81)*** (0.28) (3.14)*** 

lgdppc 0.241 0.941 0.238 0.911 

 (3.84)*** (10.06)*** (3.80)*** (9.24)*** 

gdpgr 0.001 -0.009 0.001 -0.009 

 (0.32) (3.62)*** (0.32) (3.44)*** 

lpop 0.060 0.295 0.070 0.335 

 (0.59) (2.11)** (0.69) (2.38)** 

Constant -0.208 -1.316 -0.193 -1.019 

 (0.22) (1.01) (0.20) (0.78) 

Autocorrelation 1 - F
44

 83.807 48.531 81.612 48.668 

P 0.000 0.000 0.000 0.000 

Autocorrelation 2 - b
45

 -.1878 .6584 -.1749 .6609 

P 0.015 0.000 0.026 0.000 

Heteroscedasticity - χ2 267.98 917.21 252.71 1180.06 

P 0.000 0.000 0.000 0.000 

Country effects - χ2 66.80 1142.86 68.38 1303.65 

P 0.000 0.000 0.000 0.000 

Time effects - χ2 83.73 87.00 80.55 77.43 

P 0.000 0.000 0.000 0.000 

R-Squared 0.967 0.935 0.967 0.935 

Observations 261 261 261 261 

Number of idn 16 16 16 16 

z statistics in parentheses   

* significant at 10%; ** significant at 5%; *** significant at 1% 

 

Conclusion 

In a very lose interpretation of this analysis, decommodification and social expenditures 

have a negative effect on inequality. This conforms to theoretical expectations. In turn, 

inequality has a negative effect on foreign aid levels. When domestic inequality is a 

                                                 
44

 This test was not performed for models (a) and (b) due to gaps in the sample.  
45

 This test was not performed for models (a) and (b) due to gaps in the sample. 
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concern, foreign aid levels are lower. When these two negative effects are multiplied, 

they explain the positive effect of welfare state institutions on foreign aid levels 

 However, in a more strict interpretation, this conclusion is undermined by many 

problems. First, the effect of decommodification on Theil inequality is only present under 

unwarranted omission of time-effects and an LDV. Second, when Gini is assumed to 

have an effect on foreign aid levels (which is questionable), the causal chain is not 

preceded by an effect of either social expenditures or decommodification on Gini. 

Finally, as argued in the main section of this paper, the positive effect from 

decommodification and social expenditures on foreign aid is not stable nor robust. 

 

I believe the loose interpretation of this analysis is overly optimistic. Additional data and 

other statistical techniques may be able to demonstrate more robust results. For the time 

being, I have to conclude that the theory of elites responsive to domestic inequality is not 

supported by the data. The puzzle remains unsolved. 
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ODA definition 

ODA definitions are established in the Development Assistance Committee (DAC) by the 

representatives of DAC member countries. The DAC defines ODA as a category of 

development aid. The full definition of ODA is: ―Flows of official financing administered 

with the promotion of the economic development and welfare of developing countries as 

the main objective, and which are concessional in character with a grant element of at 

least 25 percent (using a fixed 10 percent rate of discount). By convention, ODA flows 

comprise contributions of donor government agencies, at all levels, to developing 

countries (―bilateral ODA‖) and to multilateral institutions. ODA receipts comprise 

disbursements by bilateral donors and multilateral institutions. Lending by export credit 

agencies—with the pure purpose of export promotion—is excluded.‖
46

  

The term applies to aid from members of the OECD Development Assistance 

Committee (DAC) to countries on part I of the list of aid recipients, that is to say, 

developing countries. Part I of the list (countries eligible for ODA) comprises: 1) least 

developed countries, 2) other low-income countries (per capita GNI < $825 in 2004), 3) 

lower middle income countries (per capita GNI $826-$3 255) and 4) upper middle 

income countries (per capita GNI $3 256-$10 065).
47

  

 

ODA has the following key elements: 1) it is official finance, 2) in promotion of 

economic development and welfare, 3) targeting developing countries, 4) concessional in 

character and 5) with a grant element of at least 25%. Official Aid (OA) are flows which 

meet conditions of eligibility for inclusion in ODA other than the fact that the recipients 

are on Part II of the DAC list of aid recipients. The countries on part II of the list have 

higher incomes than the countries on part I of the list. Examples are Central and Eastern 

European countries, new independent states of the former Soviet union and more 

advanced developing countries and territories. 

 

                                                 
46

 OECD glossary of statistical terms. Accessed on 08 March 2007. 

http://stats.oecd.org/glossary/detail.asp?ID=6043. 
47

 Source: http://www.oecd.org/dataoecd/43/51/35832713.pdf 
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Summary Statistics 

 

Variable Description Obs Mean Std. Dev. Min Max 

easoc Esping-Andersen socialist scores 558 4,00 2,41 0,00 8,00 

easoc02 Replicated Esping-Andersen socialist 
scores (2002) 

198 4,11 2,16 0,00 8,00 

easocrep Replicated Esping-Andersen socialist 
scores (1980) 

396 3,89 2,05 0,00 8,00 

Gini gross household income inequality 708 34,69 3,75 27,04 46,18 

Opinion1 Raw Eurobarometer “important to 
help poor people” scores 

110 0,84 0,10 0,59 0,98 

Opinion2 OLS imputed Eurobarometer 
“important to help poor people” scores 

319 0,84 0,09 0,59 1,04 

Opinion3 Last known value Eurobarometer 
“important to help poor people” scores 

319 0,81 0,16 0,03 0,98 

hkplfull Hicks-Kenwothy full progressive 
liberalism 

378 0,00 0,95 -1,41 2,27 

lgdp Logged GDP 792 9,50 0,67 7,59 11,16 

lgdpgr Logged GDP growth 737 1,12 0,72 -2,30 2,68 

lgdppc Logged GDP per capita 792 -0,05 1,58 -3,71 5,04 

lpop Logged population 1012 9,52 1,42 5,75 12,60 

lsgenros Lyle Scruggs and James Allen benefit 
generosity index 

592 27,23 7,39 11,00 45,40 

ltcabcum Cumulative left cabinet scores 756 11,13 10,08 0,00 44,86 

odap ODA as % of GNI 994 0,41 0,26 0,00 1,36 

socx Social Expenditures 514 20,75 5,08 10,32 36,17 

st_unemp Standardised unemployment 512 6,32 3,27 0,10 16,80 

Theil Industrial pay inequality in Theil’s t 711 0,02 0,01 0,00 0,09 

 

Full variable descriptions can be found in the text. 
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Prais-Winsten regression results for model 0 

 
Table 10 - Model 0 Regression results (Prais-Winsten regression) with LSGENROS as main 

independent variable 

 (a) (b) (c) (d) (e) (f) 

Dependent F.odap F.odap FD.odap FD.odap FD.odap FD.odap 

       

FD.lsgenros   0.004 0.001 0.004 0.001 

   (1.29) (0.27) (1.42) (0.34) 

lsgenros 0.002 0.006 -0.002 -0.002 -0.002 -0.002 

 (0.93) (2.28)** (1.30) (1.56) (1.16) (1.54) 

FD.ltcabcum   0.001 0.001   

   (0.09) (0.09)   

ltcabcum 0.003 -0.002 -0.001 -0.002 -0.001 -0.001 

 (1.00) (0.50) (0.84) (1.29) (0.83) (1.21) 

lpop -0.168 -0.609 -0.031 0.014 -0.022 0.011 

 (0.90) (3.99)*** (0.37) (0.24) (0.28) (0.21) 

lgdppc 0.362 0.061 -0.071 -0.004 -0.062 -0.005 

 (3.33)*** (1.80)* (1.31) (0.29) (1.25) (0.42) 

gdpgr -0.002 -0.003 0.004 0.003 0.004 0.003 

 (1.15) (1.79)* (2.71)*** (2.17)** (2.75)*** (2.27)** 

st_unemp -0.005 -0.008 -0.005 -0.004 -0.004 -0.004 

 (1.28) (2.93)*** (2.67)*** (3.14)*** (2.57)** (3.36)*** 

Constant 2.377 6.285 0.401 -0.066 0.294 -0.048 

 (1.37) (4.25)*** (0.48) (0.12) (0.38) (0.09) 

Durbin-Watson
48

 1.999 1.995 1.966 1.999 1.999 2.027 

Country effects - χ2 16.24 14.61 1.22 1.00 1.29 1.10 

P 0.000 0.000 0.243 0.452 0.193 0.353 

Time effects - χ2 3.49  2.55  2.54  

P 0.000  0.000  0.000  

Year dummies Yes No Yes No Yes No 

Observations 420 420 384 384 402 402 

R-squared 0.79 0.73 0.29 0.13 0.28 0.14 

Absolute value of t statistics in parentheses    

* significant at 10%; ** significant at 5%; *** significant at 1%  
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 The Durbin-Watson statistic of ≈2 shows that the Prais-Winsten regression has successfully removed 

serial correlation from the models. 
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Table 11 - Model 0 Regression results (Prais-Winsten regression) with SOCX as main 

independent variable 

 (a) (b) (c) (d) (e) (f) 

Dependent F.odap F.odap FD.odap FD.odap FD.odap FD.odap 

       

FD.socx   0.004 0.005 0.005 0.005 

   (1.60) (1.92)* (1.72)* (2.08)** 

socx 0.002 0.002 -0.006 -0.005 -0.005 -0.005 

 (0.80) (0.80) (2.72)*** (2.79)*** (2.59)** (2.74)*** 

FD.ltcabcum   -0.005 -0.003   

   (0.61) (0.42)   

ltcabcum -0.002 -0.008 0.001 0.002 0.001 0.002 

 (0.64) (2.06)** (0.39) (1.07) (0.61) (1.26) 

lpop -0.192 -0.485 -0.051 0.035 -0.020 0.031 

 (1.04) (3.39)*** (0.54) (0.60) (0.24) (0.58) 

lgdppc 0.207 0.017 -0.102 -0.022 -0.076 -0.025 

 (1.88)* (0.44) (1.65) (1.46) (1.39) (1.73)* 

gdpgr -0.002 -0.002 0.002 0.002 0.002 0.002 

 (0.94) (1.03) (1.20) (1.30) (1.15) (1.38) 

st_unemp -0.007 -0.009 -0.003 -0.002 -0.002 -0.002 

 (2.00)** (3.16)*** (1.57) (1.53) (1.47) (1.71)* 

Constant 2.145 5.228 0.617 -0.280 0.207 -0.259 

 (1.15) (3.78)*** (0.65) (0.51) (0.26) (0.50) 

Durbin-Watson
49

 1.970 1.997 1.924 1.912 1.961 1.948 

Country effects - χ2 33.24 35.38 1.58 1.72 1.71 1.92 

P 0.000  0.070 0.039 0.040 0.016 

Time effects - χ2 2.30  1.15  1.10  

P 0.001  0.303  0.345  

Year dummies Yes No Yes No Yes No 

Observations 350 350 312 312 330 330 

R-squared 0.87 0.84 0.24 0.19 0.24 0.19 

Absolute value of t statistics in parentheses    

* significant at 10%; ** significant at 5%; *** significant at 1%  
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 The Durbin-Watson statistic of ≈2 shows that the Prais-Winsten regression has successfully removed 

serial correlation from the models. 
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List of Countries 

18 countries 22 countries 

Australia  Australia  

Austria  Austria  

Belgium  Belgium  

Canada  Canada  

Denmark  Denmark  

Finland  Finland  

France  France  

Germany  Germany  

Ireland  Greece  

Italy  Ireland  

Japan  Italy  

Netherlands  Japan  

New Zealand  Luxembourg  

Norway Netherlands  

Sweden  New Zealand  

Switzerland  Norway 

United Kingdom  Portugal  

United States Spain  

 Sweden  

 Switzerland  

 United Kingdom 

 United States 

 



 The Determinants of Foreign Aid  59 

 

Eurobarometer questions 

These are the formulations of the Eurobarometer questions used in this paper.
50

  

 

Eurobarometer 21  

EB20 – Europeans and Aid to Development 

Survey 9-10/1983  

 

Here is a list of problems that people of (OUR COUNTRY) are more or less interested in. 

[Show card 1]. Could you please tell for each one whether you personally consider it is a 

very important problem, important problem, of little importance or not important at all. 

 

165. Helping poor countries in Africa, South America, Asia, etc. 

V165 in dataset 

 

Eurobarometer 37  

EB28 – Relations with Third World Countries and energy problems 

Survey 10-11/1987  

 

Here is a list of problems that people of (your country) are more or less interested in. 

(Show card) ... could you please tell me for each one whether you personally consider it 

is a very important problem, of little importance, or not important at all? 

 

1 Very important 

2 Important 

3 Fairly important 

4 Not important at all 

 

Q.215(a). Helping poor countries in Africa, South America, Asia, etc. 

V199 in dataset 

 

Eurobarometer 64 

EB36 - The Way Europeans perceive the Third World in 1991 

Survey 10-11/1991  

 

Here is a list of problems that people of (OUR COUNTRY) are interested in to varying 

degrees. [Show card **]. Could you please tell for each one whether you personally 

consider it is a very important problem, important, not very important, or not at all 

important? 

 

Q75. Helping poor countries in Africa, South America, Asia, etc. 

V224 in dataset 

 

                                                 
50

 Full codebooks and survey descriptions are available from 

http://ec.europa.eu/public_opinion/archives/eb_special_en.htm. All datasets except EB28 are from GESIS-

ZA http://www.gesis.org/en/data_service/eurobarometer/staff/za.htm. Data for EB28 are from 

http://www.nsd.uib.no/data/ny_individ/intStudy/addFrame.cfm?euroStudyID=32.  

http://ec.europa.eu/public_opinion/archives/eb_special_en.htm
http://www.gesis.org/en/data_service/eurobarometer/staff/za.htm
http://www.nsd.uib.no/data/ny_individ/intStudy/addFrame.cfm?euroStudyID=32
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Eurobarometer 95 

EB44.1 - The way Europeans perceive developing countries in 1995 

Survey 11-12/1995 

 

Here is a list of problems that people of (NATIONALITY) are interested in to varying 

degrees. [Show card]. Could you please tell for each one whether you personally consider 

it is a very important problem, quite important, not very important, or not at all 

important? 

 

Q.74. Helping the people in poor countries in Africa, South America, Asia, etc. 

V606 in dataset 

 

Eurobarometer 105 

EB 46 - Development aid : building for the future with public support 

Survey 10-11/1996 

 

Now, let‘s talk about developing countries 

 

Q.57. a. In your opinion, is it very important, important, not very important or not at all 

important to help people in poor countries in Africa, Latin America, Asia, etc. to 

develop? 

 

V337 in dataset 

 

Eurobarometer 126 

EB 50.1 - Europeans and Development Aid 

Survey 11-12/1998 

 

Now, let‘s talk about developing countries 

 

Q.42. In your opinion, is it very important, important, not very important or not at all 

important to help people in poor countries in Africa, Latin America, Asia, etc. to 

develop? 

 

V517 in dataset
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Eurobarometer 184 

EB 58.2 - L'aide aux pays en développement  

Survey 10-12/2002 

 

Now, let‘s talk about developing countries 

 

Q. 73a. In your opinion, is it very important, fairly important, not very important or not at 

all important to help people in poor countries in Africa, Latin America, Asia, etc. to 

develop? 

V294 in dataset 

 

 

Eurobarometer 222 

EB62.2 - Attitudes towards Development Aid 

Survey 11-12/2004 

 

Now, thinking about the attitudes towards Development aid 

 

QC1. In your opinion, is it very important, fairly important, not very important or not at 

all important to help people in poor countries in Africa, Latin America, Asia, etc. to 

develop? 
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Stata ado file for -durbinm- 

 
* durbinm.ado - Author: Robert Zimmerman 

* Date - 29/06/2007 

* 

* This program calculates Durbin's m-statistic 

* by regressing the residuals of a regression 

* on the lagged residuals and all independent 

* variables 

*  

* Many thanks to Ulrich Kohler (WZB) and Maarten Buis (VU) 

* for help with writing this program 

 

program durbinm 

version 9 

syntax varlist(ts) 

quietly { 

 tempvar res 

 reg `varlist' 

 predict `res', r 

 local yvar: word 1 of `varlist' 

 rename `res' residuals 

 reg residuals l.residuals `:subinstr local varlist "`yvar'" ""' 

} 

di in yellow "Durbin's m-test: " 

estimates table, keep(l.residuals) p title(Ho: No serial correlation) 

style(noline) 

drop residuals 

end 

 

 
 



 The Determinants of Foreign Aid  63 

 

References  

 

Alesina, A. and D. Dollar (2000). "Who Gives Foreign Aid to Whom and Why?" Journal 

of Economic Growth 5(1): 33-63. 

  

Alesina, A. and B. Weder (2002). "Do Corrupt Governments Receive Less Foreign Aid?" 

The American Economic Review 92(4): 1126-1136. 

  

Beck, N. and J. N. Katz (1995). "What to do (and not to do) with Time-Series Cross-

Section Data." The American Political Science Review 89(3): 634-647. 

  

Beck, N. and J. N. Katz (1996). "Nuisance vs. Substance: Specifying and Estimating 

Time-Series-Cross-Section Models." Political Analysis 6(1): 1-36. 

  

Berelson, B. (1952). "Democratic Theory and Public Opinion." The Public Opinion 

Quarterly 16(3): 313-330. 

  

Berthélemy, J. C. (2006). "Bilateral donors‘ interest vs. recipients‘ development motives 

in aid allocation: do all donors behave the same?" Review of Development Economics 

10(2): 179-194. 

  

Blais, A., D. Blake and S. Dion (1993). "Do Parties Make a Difference? Parties and the 

Size of Government in Liberal Democracies." American Journal of Political Science 

37(1): 40-62. 

  

Breuning, M. and J. T. Ishiyama (2003). "Donor Characteristics and the Dispersion of 

Foreign Assistance." International Politics 40(2): 249-268. 

  

Carr, E. H. (2001 [1939]). The Twenty Years' Crisis. New York, Palgrave. 

  

Cox, R. W. (1981). "Social Forces, States and World Orders: Beyond International 

Relations Theory." Millennium 10(2): 126-55. 

  

Deininger, K. W. and L. Squire (2007). "Measuring Income Inequality Database." 

Worldbank, http://go.worldbank.org/UVPO9KSJJ0. 

  

Erikson, R. S., J. Gerald C. Wright and J. P. McIver (1989). "Political Parties, Public 

Opinion, and State Policy in the United States." The American Political Science Review 

83(3): 729-750. 

  

Esping-Andersen, G. (1990). The three worlds of welfare capitalism. Cambridge, UK, 

Polity Press. 

  

Esping-Andersen, G. (2003). "Why no socialism anywhere?  A reply to Alex Hicks and 

Lane Kenworthy." Socio-economic Review 1: 63-70. 

  

http://go.worldbank.org/UVPO9KSJJ0


 The Determinants of Foreign Aid  64 

 

Fransman, J., A. L. MacDonald, I. Mc Donnell and N. Pons-Vignon (2004). "Public 

opinion polling and the millennium development goals." OECD Development Centre 

Working Paper No. 238. 

  

Gates, S. and A. Hoeffler (2004). "Global Aid Allocation: Are Nordic Donors Different?" 

Centre for the Study of African. 

  

Greene, W. (2000). Econometric Analysis, Upper Saddle River, NJ: Prentice--Hall. 

  

Held, D. (2002). Models of Democracy Cambridge, Polity Press. 

  

Hicks, A. and L. Kenworthy (2003). "Varieties of welfare capitalism." Socio-Economic 

Review 1: 27-61. 

  

Hill, K. Q. and A. Hinton-Anderson (1995). "Pathways of Representation: A Causal 

Analysis of Public Opinion-Policy Linkages." American Journal of Political Science 

39(4): 924-935. 

  

Hofstede, G. H. (2001). Culture's Consequences: Comparing Values, Behaviors, 

Institutions, and Organizations Across Nations, Sage Publications. 

  

Hook, S. W. (1995). National interest and foreign aid, L. Rienner Publishers Boulder, 

Colorado. 

  

Hook, S. W. and G. Zhang (1998). "Japan's Aid Policy since the Cold War: Rhetoric and 

Reality." Asian Survey 38(11): 1051-1066. 

  

Huber, E., C. Ragin, J. D. Stephens, D. Brady and J. Beckfield (2004). "Comparative 

Welfare States Data Set." Northwestern  University, University of North Carolina, Duke 

University and Indiana University. 

  

Im, K. S., M. H. Pesaran and Y. Shin (2003). "Testing for unit roots in heterogeneous 

panels." Journal of Econometrics 115(1): 53-74. 

  

Imbeau, L. (1989). Donor Aid-The Determinants of Developement Allocations to Third 

World Countries: A Comparative Analysis, Peter Lang. 

  

King, G., R. O. Keohane and S. Verba (1994). Designing social inquiry: scientific 

inference in qualitative research, Princeton University Press. 

  

Kittel, B. (1999). "Sense and sensitivity in pooled analysis of political data." European 

Journal of Political Research 35: 225-253. 

  

Kittel, B. and H. Winner (2005). "How reliable is pooled analysis in political economy? 

The globalization-welfare state nexus revisited." European Journal of Political Research 

44(2): 269-293. 



 The Determinants of Foreign Aid  65 

 

  

Levin, A., C.-F. Lin and C.-S. J. Chu (2002). "Unit Root Tests in Panel Data: Asymptotic 

and Finite Sample Properties." Journal of Econometrics  

 108: 1-24. 

  

Lumsdaine, D. H. (1993). Moral vision in international politics : the foreign aid regime, 

1949-1989. Princeton, N.J., Princeton University Press. 

  

Masud, N. and B. Yontcheva (2005). "Does Foreign Aid Reduce Poverty? Empirical 

Evidence from Nongovermental and Bilateral Aid." IMF Working Paper, WP/05/100, 

International Monetary Fund. 

  

Mc Donnell, I. (2004). An International Perspective on Communication Strategies for the 

Millennium Development Goals, NCDO and OECD Development Centre, Tweetalige 

uitgave Engels/Nederlands. 

  

Mc Donnell, I., H. B. Solignac-Lecomte and L. Wegimont (2003). Public opinion and the 

fight against poverty, Development Centre of the Organisation for Economic Co-

operation and Development. 

  

Mehrtens III, F. J. (2004). "Three Worlds of Public Opinion? Values, Variation, and the 

Effect on Social Policy." International Journal of Public Opinion Research 16(2). 

  

Milner, H. V. (2005). "Why Multilateralism? Foreign Aid and Domestic Principal-Agent 

Problems." Working Paper, accessed on 08-12-2006 at 

http://www.princeton.edu/~hmilner/working%20papers/delegation7-05CUP.pdf. 

  

Morgenthau, H. (1962). "A Political Theory of Foreign Aid." The American political 

science review 56(2). 

  

Mosley, P. (1985). "The political economy of foreign aid: a model of the market for a 

public good." Economic Development and Cultural Change 33(2): 373-393. 

  

Neumayer, E. (2003). "Is Respect for Human Rights Rewarded? An Analysis of Total 

Bilateral and Multilateral Aid Flows." Human Rights Quarterly 25(2): 510-527. 

  

Noël, A. and J. P. Thérien (1995). "From domestic to international justice: The welfare 

state and foreign aid." International organization 49(3): 523-554. 

  

Noël, A. and J. P. Thérien (2002). "Public Opinion and Global Justice." Comparative 

Political Studies 35(6): 631. 

  

Nunnenkamp, P. and R. Thiele (2006). "Targeting Aid to the Needy and Deserving: 

Nothing But Promises?" The World Economy 29(9): 1177-1201. 

  

http://www.princeton.edu/~hmilner/working%20papers/delegation7-05CUP.pdf


 The Determinants of Foreign Aid  66 

 

OECD (2006a). "OECD Factbook 2006: Economic, Environmental and Social Statistics - 

Online Version." http://new.sourceoecd.org/ (Download: 23/08/2006). 

  

OECD (2006b). "SourceOECD, Main Economic Indicators – Comparative tables, Vol. 

2006, release 08." http://new.sourceoecd.org/ (Download: 23/08/2006). 

  

OECD (2007). "Social Expenditure Database (SOCX 2007)." 

http://www.oecd.org/document/9/0,3343,en_2649_34635_38141385_1_1_1_1,00.html. 

  

Olsen, G. R. (1998). "The Aid Policy Process of a'Humane Internationalist': The Danish 

Example." Journal of International Development 10(5): 607-619. 

  

Olsen, G. R. (2001). "European public opinion and aid to Africa: is there a link?" The 

Journal of Modern African Studies 39(4): 645-674. 

  

Pesaran, M. H. (2004). "General Diagnostic Tests for Cross Section Dependence in 

Panels." http://www.econ.cam.ac.uk/faculty/pesaran/CDtestPesaranJune04.pdf. 

  

Pratt, C. (1989). Internationalism Under Strain: The North-South Policies of Canada, the 

Netherlands, Norway, and Sweden, University of Toronto Press. 

  

Quinn, J. and D. J. Simon (2006). "Plus ça change,…: The Allocation of French ODA to 

Africa During and After the Cold War." International Interactions 32(3): 295-318. 

  

Rajan, R. and A. Subramanian (2005). "Aid and Growth: What Does the Cross-Country 

Evidence Really Show?" IMF Working Paper, WP/05/127, International Monetary Fund. 

  

Risse-Kappen, T. (1991). "Public Opinion, Domestic Structure, and Foreign Policy in 

Liberal Democracies." World Politics 43(4): 479-512. 

  

Rohrschneider, R. (1994). Report from the Laboratory: The Influence of Institutions on 

Political Elites' Democratic Values in Germany, JSTOR. 88: 927-941. 

  

Round, J. I. and M. O. Odedokun (2003). Aid effort and its determinants, United Nations 

University, World Institute for Development Economics Research (WIDER). 

  

Scharpf, F. W. (1997). Games Real Actors Play: Actor-centered Institutionalism in Policy 

Research, Westview Press. 

  

Schraeder, P. J., B. Taylor and S. W. Hook (1998). "Clarifying the Foreign Aid Puzzle: A 

Comparison of American, Japanese, French, and Swedish Aid Flows." World Politics 

50(2): 294-323. 

  

Scruggs, L. and J. Allan (2006a). "Social Stratification and Welfare Regimes for the 21st 

Century: Revisiting the 'Three Worlds of Welfare Capitalism'." Paper prepared for 

http://new.sourceoecd.org/
http://new.sourceoecd.org/
http://www.oecd.org/document/9/0,3343,en_2649_34635_38141385_1_1_1_1,00.html
http://www.econ.cam.ac.uk/faculty/pesaran/CDtestPesaranJune04.pdf


 The Determinants of Foreign Aid  67 

 

delivery at the 15th International Conference of Europeanists, Drake Hotel, Chicago, IL, 

March 30-April 1, 2006. 

  

Scruggs, L. and J. Allan (2006b). "Welfare-state decommodification in 18 OECD 

countries: a replication and revision." Journal of European Social Policy 16(1): 55. 

  

Stokke, O. (1989). Western Middle Powers and Global Poverty: Determinants of the Aid 

Policies of Canada, Denmark, the Netherlands, Norway and Sweden, Nordic Africa 

Institute. 

  

Thérien, J. P. and A. Noël (2000). "Political parties and foreign aid." American Political 

Science Review 94(1): 151. 

  

Trumbull, W. N. and H. J. Wall (1994). "Estimating Aid-Allocation Criteria with Panel 

Data." The Economic Journal 104(425): 876-882. 

  

Tuman, J. P. and A. S. Ayoub (2004). "The Determinants of Japanese Official 

Development Assistance in Africa: A Pooled Time Series Analysis." International 

Interactions 30(1): 43-57. 

  

UTIP (2007a). "Estimated Household Income Inequality Data Set." University of Texas 

Inequality Project. http://utip.gov.utexas.edu/data/EHIIv23.xls. 

  

UTIP (2007b). "UTIP- UNIDO industrial pay-inequality measures data set." University 

of Texas Inequality Project. http://utip.gov.utexas.edu/data/UTIP_UNIDO2001rv3.xls. 

  

Waltz, K. N. (2001 [1959]). Man, the State, and War: A Theoretical Analysis, Columbia 

University Press. 

  

Wooldridge, J. M. (2002). Econometric Analysis of Cross Section and Panel Data, MIT 

press. 

  

 

 

http://utip.gov.utexas.edu/data/EHIIv23.xls
http://utip.gov.utexas.edu/data/UTIP_UNIDO2001rv3.xls

