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more likely to be reduced the higher the amount of previous aid channelled through the public sector. 

Besides the fact that sanctions may lose their credibility if they are accompanied by aid to the target 

government, and that senders might be less eager to enforce sanctions if they have previously sent a relatively 

high amount of aid (sunk-cost fallacy), target governments may use these payments to diminish the impact 

of sanctions. Therefore, EU democracy sanctions have a less positive impact on democracy in target 

countries when they are combined with general development aid (hypotheses 2). However, these results do 

not appear when we estimate changes in the level of the Polity IV score (models 3 and 4). The coefficients 

of both interaction terms (and all other variables) point into the same direction but do not have significant 

explanatory power.  

 

 

 
Figure 1: Predictive marginal effects of sanctions depending on aid channel 

 

All abovementioned results are robust to the inclusion of total OECD aid flows channelled through 

both NGOs and the civil society as well as the public sector—which are both insignificant. However, the 
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occurrence of military coups consistently and significantly reduces the level of democracy which comes as 

no surprise.  

Next, in Table 3, we re-estimate the previous models for aid differentiated by type: i.e. civil society 

aid which has the purpose of empowering civil society and democratic participation and of which we assume 

that it mainly bypasses the government—and general development aid. Once more, there is no clear 

interpretation of the coefficient for EU democracy sanctions. However, the negative effect of aid when no 

sanctions are employed becomes more obvious (at least for changes in the Polity IV score in models 3 and 

4). General development aid has no significant effect at all. The coefficients of the interaction terms point 

into the same direction as before. However, this time, there is only a weakly significant and positive effect 

of sanctions and civil society aid in one of the two models on the V-Dem score (models 1 and 2). In 

exchange, this interaction becomes significant at the one percent level for changes in the Polity IV score. 

The interaction between democracy sanctions and general development aid has no significant effect in any 

specification for the different types of aid. The control variables are in line with the previous models: military 

coups significantly reduce the level of democracy and the amount of further aid by the United States and 

the United Nations does not have any effect. \ 
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Table 3. Effect of EU aid flows (differentiated by type of aid) interacted with EU democracy sanctions on 
democracy scores 

 
 

Figure 2 displays the marginal effects for model 3. When we focus on aid types, sanctions do 

practically always have a positive effect on democracy scores. However, a higher amount of civil society aid 

can further increase marginal effect of sanctions whereas the amount of general development aid does not 

significantly alter the effect of sanctions. 
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Figure 2: Predictive marginal effects of sanctions depending on aid type 

 

In general, both combinations of aid types provide evidence for our hypotheses. There is no case 

in which one of the interaction terms has a significant effect which points into another direction. Still, it 

depends on the respective democracy score whether the interaction is significant. Aid flows differentiated 

by channels of delivery have a significant effect on the V-Dem Electoral Democracy Score when they are 

interacted with sanctions—and aid flows differentiated by type have a significant interaction effect with 

sanctions on the Polity IV score. In order to provide further robustness for our claims, we re-run all previous 

models for changes in the amount of aid 

Table 4 shows the results for changes in the amount of aid flows differentiated by channel of 

delivery and their interaction with sanctions on democracy scores. In models 1 and 2, we consider the V-

Dem Electoral Democracy score. An increase in the amount of democracy aid channelled through NGOs 

and the civil society leads to positive changes in the democracy scores. The interaction with public sector 
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aid is negative but insignificant. This result is robust to the inclusion of total amount of EU democracy and 

public sector aid as well as the total amount of according OECD aid flows.  

 
Table 4. Effect of changes in the amount of EU aid flows (differentiated by channel of delivery) interacted 
with EU democracy sanctions on democracy scores 

 

 

The positive coefficient of the interaction between democracy aid and sanctions, however, loses its 

significance when we regard PolityIV scores (models 3 and 4). This finding is similar to the results of the 

models in which we consider the amount of aid flows. Coups have, again, a significant negative effect at the 

level of one percent across all specifications and total aid flows do not have any explanatory power for 

changes in democracy scores. However, since changes in the amount of aid are distributed around zero, the 

baseline coefficient of EU democracy sanctions becomes positively significant at the level of one percent in 

the models on the Polity IV score.  

The significant baseline effect of EU democracy sanctions even appears across all specifications 

when we regard changes in the amount of aid flows differentiated by type (table 5). For these types of aid 

combinations we find a significant negative effect of the interaction between general development aid and 

democracy sanctions (at the level of five percent with the V-Dem Electoral Democracy Score as the 
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dependent variable and weakly significant for the PolityIV score). Sanctions are likely to become even less 

credible if they go along with an increase in general development aid. Moreover, the interaction effect of 

civil society aid and democracy sanctions is positive and significant (five percent level) when we employ the 

Polity IV score as the dependent variable. Besides the interaction effects, there are no changes in the 

interpretation of the other control variables.  

 

Table 5 Effect of changes in the amount of EU aid flows (differentiated by type of aid) interacted with EU 
democracy sanctions on democracy scores 

 
 

In sum, our results and conclusions on the interaction between EU democracy sanctions and EU 

aid flows are robust to the effect of levels as well as changes in the amount of different types of EU aid 

flows. Nevertheless, the interaction effects are rarely jointly significant. We argue that this is due to data 

limitations. The OECD aid data are rather incomplete and only available for roughly one third of all country-

years in the EUSANCT dataset. Still, the expected interaction effects consistently appear and provide 

support for all of our hypotheses.  

As an additional robustness check (Table A1 in the Appendix), we re-run the models for aid flows 

differentiated by channel, changes in aid flows differentiated by channel, as well as for aid flows 
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differentiated by type and changes in aid flows differentiated by type on changes in the Political Terror Scale 

(Gibney et al. 2016). There are no consistent significant effects of our key explanatory variables and 

interaction effects on the level of political terror. Besides the fact that democracy-related sanctions do not 

necessarily need to be linked to political terror and human rights violations, several reasons may explain this 

result. First, once it comes to political terror, “carrots” are not an appropriate instrument for foreign-policy 

makers anymore. Whereas money could be employed to set positive incentives for further democratization, 

you would not pay a government in the view of political terror and human rights violations. Second, with 

regard to political violence, sanctions may be less likely to have a positive effect. A target government has 

to expect the onset of sanctions as a result of political violence, therefore the impact of sanctions will often 

be already accounted for in the decision to increase repression. Third, some regimes even increase repression 

when they are targeted by sanctions (Escribà-Folch 2012).  

Even though our paper focuses on the democracy sanctions and aid flows by the European Union, 

we re-estimate the models for the United States. Table A2 in the Appendix shows the effect for US 

democracy-related sanctions and US aid flows channeled through NGOs and the civil society as well as the 

public sector. In model 1, there are highly significant effects (at the level of one percent) of both interaction 

terms: first, US democracy sanctions have a larger effect on changes in the V-Dem Electoral Democracy 

Score the higher the amount of US democracy aid, and second, the effect of sanctions reduces with the 

amount of US aid channeled through the public sector. However, the effect disappears when we regard the 

Polity IV score as well as changes in the amount of the respective aid flows. The effects also do not occur 

when we regard the different types of aid (Table A3 in Appendix). With regard to US sanctions and aid, 

only the occurrence of coups has a consistent and robust significant effect on changes in democracy scores. 

Moreover, US sanctions also generally seem to have a positive effect. But neither any type of aid flow nor 

other interaction terms show significant results. We argue that the effects differ among the EU and the US 

because both actors employ aid and sanctions differently. As the EU is more likely to impose democracy-

related sanctions and has become a more eager actor using various instruments to strengthen the civil society 

in autocratic countries, we focused our study on the EU and are not surprised by weaker effects for the US. 

 

Conclusion 

Within this paper, we examined the choice and impact of two democracy promotion tools—democracy aid 

and democratic sanctions, one being a positive incentive and the latter a negative. Observing the research 

gap in the literature on the effectiveness of these two tools by the EU, as well as recognizing the need to 

understand better the success of sanctioning efforts and aid provision for democratization purposes in 

recipient countries, we embark on settling not only which tool is more effective but also what is the joint 

effect of democratic sanctions and aid on democracy performance of target states.  
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The results demonstrate that democracy aid and democratic sanctions are closely related. The 

provision of democracy aid has a positive effect on the effectiveness of democracy-related sanctions, 

specifically the one that goes to or is channeled through the civil society. Countries that are recipients of 

democracy aid and simultaneously sanctioned democratize faster than non-sanctioned democracy aid 

recipients. Sanctions are more likely to be successful when reinforced by democracy aid bypassing the 

government because of agent empowerment mechanisms as well as double pressure—one coming from 

outside and another from inside. By sending democracy aid to a sanctioned country, the civil society is 

empowered to make the government change its anti-democratic behavior or policies. Moreover, pro-regime 

rallies due to sanctions from outside become less likely. 

Our findings imply that the EU should not send aid to the government when sanctions are in place. 

The empirical results show that continuing sending high levels of development aid may have contradictory 

effects and in fact undermine the efficiency of democratic sanctions. These findings also send an additional 

message to EU policy makers—if the EU anticipates to put democratic sanction on an oppressive 

government, it should cut developmental aid already earlier because the impact of sanctions would be 

weaker when the governmental elites were strengthened by previous aid flows. Instead, the EU should 

anticipate keeping linkages with and strengthening the civil society in the target country—and provide 

financial support. Our empirical results suggest that such measures will exert pressure to democratize in 

target countries that is bottom-up, whereas democratic sanctions by imposing pressure on the government 

will cause democratization that is top-down.  

Thus, these two tools complement each other. Both the policy makers responsible for imposing 

sanctions and aid at the EU level, as well as international donor communities, other organizations or states 

practicing democratic sanctions against other states, can benefit from this study. Understanding how donors 

respond and should respond to sanctions imposition can help to understand better the role of aid and 

anticipated consequences on recipients. We claim that democracy aid to civil society appears to be another 

important political variable that should be included in analyses of the indirect effect of democratic sanctions 

on the target countries.   

Moreover, we see the topic to be timely, given anti-democratic measures taken by certain 

governments of EU member states—Poland and Hungary—and the EU’s efforts to impose sanctions on 

these states. Nevertheless, we are aware that further work is needed. Besides limitations due to missing data, 

there needs to be further work on taking into account the strategic imposition of sanctions and disbursement 

of aid. We are still not fully aware of how previous aid flows may affect the imposition of sanctions. 

Considering the strategic imposition of sanctions given past aid disbursements is a fruitful path for further 

research.  
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Appendix 

Table A1: Effect of EU aid flows interacted with EU democracy sanctions on the Political Terror Scale 
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Table A2: Effect of US aid flows (differentiated by channel of delivery) interacted with US democracy 
sanctions on democracy scores 
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Table A3: Effect of US aid flows (differentiated by type of aid) interacted with US democracy sanctions 
on democracy scores 

 
 

 

 


