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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.

Fignre 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

ey @ 3 C)]
VARIABLES Changein  Changein  Changein  Change in
Electoral Electoral Combined  Combined
Democracy Democracy Polity Polity
Score Score Score Score
EU democracy sanction 0.0145 0.0185 -0.356 -0.0726
(0.0130) (0.0148) (0.433) (0.479)
Total EU civil society aid -0.000278  -0.000339  -0.0158*%*  -0.0187**
(0.000208) (0.000226)  (0.00689) (0.00729)
EU democracy sanction® Total EU civil society aid 0.00105* 0.000827 0.0655%**  (.0515%**
(0.000560) (0.000612) (0.0185) (0.0196)
Total EU general development aid 3.76e-05 2.67e-05 0.00240 0.000438

(0.000136) (0.000157)  (0.00447) (0.00501)
EU democracy sanction® Total EU general development aid -0.000451  -0.000362 0.00920 0.0136
(0.000373) (0.000435) (0.0122) (0.0139)

Coup -0.0219%**  _0.0301%** -1 996%** ] 47]%**
(0.00436)  (0.00585) (0.141) (0.184)
Total US/UN civil society aid 0.000208 0.00823
(0.000243) (0.00773)
Total US/UN general development aid -9.35e-05 -0.0158
(0.000309) (0.00994)
Constant 0.00514 0.00351 0.237 0.367
(0.00474)  (0.00832) (0.157) (0.269)
Observations 1.863 1,501 1,793 1.450
R-squared 0.026 0.033 0.127 0.077
Number of potential targets 129 120 123 117
F-test 7.596 5.864 40.19 13.79
Prob>F 0.0000 0.0000 0.0000 0.0000

Standard errors in parentheses
R K P<0.01, x>k p<0.05= x p<0.1

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 scotes

ey (@) 3) C))
VARIABLES Changein Changein  Changein  Change in
Electoral Electoral Combined  Combined
Democracy Democracy Polity Polity
Score Score Score Score
EU democracy sanction 0.0111 0.0114 0.658**x* 0.670%***
(0.00710)  (0.00723) (0.225) (0.231)
Change in total EU democracy aid -0.00102 -0.000417 -0.0886 -0.0783
(0.00245)  (0.00258) (0.0780) (0.0827)
EU democracy sanction®*Change in total EU democracy aid 0.0133%** 0.0129%* 0.126 0.138
(0.00575)  (0.00584) (0.178) (0.181)
Change in total EU public sector aid -0.000846 -0.00136 -0.0391 -0.0694*
(0.00102)  (0.00115) (0.0321) (0.0361)
EU democracy sanction® Change in total EU public sector aid  -0.00158 -0.00118 -0.0383 -0.0232
(0.00296)  (0.00298) (0.0917) (0.0920)
Total EU democracy aid -0.00381 -0.0730
(0.00357) (0.116)
Total EU public sector aid 0.00132 0.0803
(0.00215) (0.0681)
Coup -0.0367%**  -0.0366%** -1 807*** -1 806***
(0.00586)  (0.00586) (0.186) (0.186)
Total OECD democracy aid 0.00294 0.00170
(0.00380) (0.124)
Total OECD public sector aid -0.0706 -3.300%*
(0.0586) (1.860)
Constant 0.00239 1.173 0.0873 55.10%
(0.00169) (0.942) (0.0536) (29.92)
Observations 1.180 1.180 1,121 1.121
R-squared 0.048 0.051 0.101 0.107
Number of potential targets 126 126 121 121
F-test 8.714 5588 18.68 11.83
Prob>F 0.0000 0.0000 0.0000 0.0000

Standard errors in parentheses
% p=0.01, ** p<0.05, * p=0.1

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 PolitylV 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

1) @ 3 (C))
VARIABLES Change in Change in Changein  Change in
Electoral Electoral Combined  Combined
Democracy Democracy Polity Polity
Score Score Score Score
EU democracy sanction 0.0180***  (.0214%*x* 0.892%*x 1.110%**
(0.00552) (0.00593) (0.178) (0.192)
Change in total EU civil society aid -0.000113 -1.89e-05 -0.0101** -0.00567
(0.000154) (0.000227)  (0.00495) (0.00733)
EU democracy sanction*Change in total EU civil society aid 0.000161 0.000303 0.0336** 0.0317%*
(0.000438)  (0.000462) (0.0140) (0.0148)
Change 1in total EU civil society aid 5.21e-05 9.32e-05 0.00443 0.00698
(0.000103) (0.000161)  (0.00328) (0.00516)
EU democracy sanction* Change in total EU development aid  -0.000601** -0.000638**  -0.0169* -0.0149
(0.000275) (0.000304)  (0.00877) (0.00975)
Total EU civil society aid -0.000273 -0.00900
(0.000317) (0.0103)
Total EU development aid -3.05e-05 -0.00591
(0.000227) (0.00728)
Coup -0.0241%%x  _Q.0327*** -1 466***  -1.503%**
(0.00528) (0.00647) (0.167) (0.204)
Total US/UN civil society aid 0.000169 -0.00918
(0.000345) (0.0112)
Total US/UN development aid 0.000248 0.0103
(0.000255) (0.00812)
Constant 0.00196 -0.000611 0.0472 0.239
(0.00135) (0.0102) (0.0434) (0.329)
Observations 1,590 1,354 1.540 1311
R-squared 0.024 0.036 0.074 0.077
Number of potential targets 120 117 116 114
F-test 6.095 4.526 18.91 9.924
Prob>F 0.0000 0.0000 0.0000 0.0000

Standard errors in parentheses
ok 5o 01, ** p<0.05, * p<0.1

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
supportt for all of our hypotheses.

As an additional robustness check (Table A1l 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
necessatily 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 (Escriba-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 ate 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 simultancously 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 eatlier 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 Al: Effect of EU aid flows interacted with EU democracy sanctions on the Political Terror Scale

[€)] (@) (3) )
VARIABLES Change in Change in Change in Change in
Political  Political Political  Political
Terror Terror Terror Terror

Scale Scale Scale Scale

EU democracy sanction 1.379 0.122 -0.143 -0.0877
(1.100) (0.232)  (0.139) (0.105)
Total EU democracy aid -0.0140 -0.0400
(0.0542) (0.0746)
Total EU public sector aid -0.0109 -0.0883%*
(0.0251) (0.0399)
EU democracy sanction® Total EU democracy aid -0.0846
(0.0886)
EU democracy sanction® Total EU public sector aid -0.00779
(0.0437)
Total EU civil society aid 0.00469 0.000191
(0.00374) (0.00512)
Total EU development aid -0.000533 -0.000536
(0.00252) (0.00373)
EU democracy sanction® Total EU civil society aid -0.00962
(0.0102)
EU democracy sanction® Total EU development aid -0.00380
(0.00675)
Change in total EU democracy aid 0.0843
(0.0517)
Change in total EU public sector aid 0.0458%#*
(0.0210)
EU democracy sanction®*Change in total EU democracy aid -0.267%*
(0.107)
EU democracy sanction®*Change in total EU public sector aid -0.0443
(0.0511)
Change in total EU civil society aid 0.00528
(0.00367)
Change in total EU development aid -0.00143
(0.00263)
EU democracy sanction®Change in total EU civil society aid -0.00526
(0.00763)
EU democracy sanction®Change in total EU development aid 0.00397
(0.00483)
Coup 0.374%%=  0247%%* (.336%** (.324%%*
(0.103)  (0.0802) (0.114)  (0.0953)
Total OECD democracy aid 0.0122 0.0546
(0.0562) (0.0800)
Total OECD public sector aid -0.160 1.588
(0.592) (1.147)
Constant 2.866 -0.0791 -25.36 -0.0317
(9.451)  (0.0870) (18.46) (0.123)
Observations 910 1.458 803 1,248
R-squared 0.028 0.010 0.045 0.016
Number of potential targets 114 121 114 111
F-test 2.838 2.187 3.188 2244
Prob>F 0.00412  0.0418  0.000516  0.0223

Standard errors in parentheses
*% p<0.01, ** p<0.05, * p<0.1



Table A2: Effect of US aid flows (differentiated by channel of delivery) interacted with US democracy

sanctions on democracy scores

eV @) 3) (C))
VARIABLES Change in Change in Changein  Change in
Electoral Combined Electoral Combined
Democracy Polity Democracy Polity
Score Score Score Score
US democracy sanction 0.00770 0.428 0.00267 0.579%*
(0.0104) (0.311) (0.00818) (0.246)
Total US democracy aid 0.000609 0.0378 0.00402 0.0602
(0.00196) (0.0596) (0.00262) (0.0797)
Total US public sector aid 0.00179 0.0136 -0.000749 -0.0175
(0.00148) (0.0452) (0.00182) (0.0556)
US democracy sanction* Total US democracy aid 0.00891**x* 0.134
(0.00297) (0.0889)
US democracy sanction™ Total US public sector aid -0.00872%** -0.0477
(0.00255) (0.0771)
Change in total US democracy aid -0.000770 0.0225
(0.00179) (0.0542)
Change 1in total US public sector aid 0.000146 -0.00466
(0.00160) (0.0484)
US democracy sanction® Change in total US democracy aid 0.000814 -0.00274
(0.00354) (0.106)
US democracy sanction®* Change in total US public sector aid -0.00399 -0.00675
(0.00260) (0.0782)
Coup -0.0378*** 1 807***  -0.0388%¥* ] 492%*x*
(0.00628) (0.187) (0.00650) (0.195)
Total OECD democracy aid -0.00150 -0.0894 -0.00186 -0.144
(0.00331) (0.104) (0.00429) (0.133)
Total OECD public sector aid -0.00558** -0.0725 -0.000452 -0.0816
(0.00225) (0.0687) (0.00343) (0.107)
Constant 0.03071 ¥ 0.625* 0.00365 0918
(0.0109) (0.332) (0.0193) (0.604)
Observations 1.094 1.053 953 921
R-squared 0.069 0.110 0.052 0.083
Number of potential targets 124 119 121 116
F-test 8940 14.34 4.509 7.209
Prob>F 0.0000 0.0000 0.0000 0.0000

Standard errors in parentheses
*xx 5e() 01, ** p<0.05, * p<0.1
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Table A3: Effect of US aid flows (differentiated by type of aid) interacted with US democracy sanctions

on democracy SCOfres

ey} (03] 3) )
VARIABLES Changein  Changein  Changein  Change in
Electoral Combined Electoral Combined
Democracy Polity Democracy Polity
Score Score Score Score
US democracy sanction 0.0364** 0.987* 0.0282%**  (.583%**
(0.0173) (0.577) (0.00671) (0.212)
Total US civil society aid 0.000165 -0.00610
(0.000318) (0.0104)
Total US development aid 0.000424 -0.00232
(0.000330) (0.0109)
US democracy sanction™ Total US civil society aid -0.000219 -0.0188
(0.000725) (0.0246)
US democracy sanction* Total US development aid -0.000638 -0.00923
(0.000696) (0.0232)
Change in total US civil society aid 0.000180 0.00829
(0.000257)  (0.00823)
Change 1in total US development aid -0.000130 -0.0136
(0.000273)  (0.00876)
US democracy sanction® Change in total US civil society aid 0.000225 -0.00504
(0.000761) (0.0251)
US democracy sanction® Change in total US development aid -0.000327 0.0201
(0.000560) (0.0182)
Coup -0.0237%%x 1 117%Fx Q. 0254%%% 0 648%**
(0.00618) (0.200) (0.00747) (0.236)
Constant -0.00877 0.220 0.000686 0.0683
(0.00769) (0.253) (0.00180) (0.0576)
Observations 1.385 1,338 1.093 1,059
R-squared 0.026 0.034 0.030 0.019
Number of potential targets 123 118 112 110
F-test 5.586 7.122 4.995 3.012
Prob>F 0.0000 0.0000 0.0000 0.0000

Standard errors in parentheses
% p=0.01, ** p<0.05, * p=<0.1
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