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ABSTRACT KEYWORDS
Both foreign aid and sanctions are foreign policy tools to promote Sanctions; democracy aid;
democracy. Yet, it is unclear how far incentives and coercion il society aid; aid
enhance democratization. Since sanctions and aid are often effectiveness;
employed at the same time, the goal of this study is to determine ~ democratization
their joint effect on democratization in target/recipient countries.

We argue that sending democracy aid through civil society orga-

nizations enhances the effectiveness of sanctions as a democracy

promotion tool because the civil society is empowered to intro-

duce democratic changes. Thus, in addition to the top-down

pressure on the target government created by sanctions, there

is a bottom-up pressure exerted by the civil society. Our empirical

results show that democratic sanctions by the European Union

and the United States are more likely to have a positive effect

when aid flows bypass the government. Conversely, aid chan-

neled through the public sector mitigates the generally positive

effect of sanctions on democracy. In order to estimate these joint

effects, we employ a new comprehensive dataset on economic

sanctions: the EUSANCT Dataset which integrates and updates

existing databases on sanctions for the period between 1989 and

2015, merged with disaggregated OECD aid data and V-Dem

democracy scores.

Introduction

There are different means and instruments of democracy promotion, which are
available to states and international organizations to incentivize other states to
further democratization or to protect and respect human rights. In our article,
we do not consider the impact of such foreign policy tools separately, but instead
we study the impact of sanctions and foreign aid on democratization interac-
tively. More specifically, we address the following research questions: What is the
joint effect of sanctions and aid on the democratic performance of target states?
And what is the impact of aid on the effectiveness of democratic sanctions?

Few studies have explored in a systematic way how sanctions and foreign
aid interact with each other when they are both used to induce changes in
target/recipient countries. Scholars find that sanctioning efforts against targets
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that receive massive financial support are less likely to be effective (Early and
Jadoon 2016; Lektzian and Souva 2007). We believe that this finding is driven
by the fact that aid is mainly given to the public sector. Sanctions lose their
credibility if they are accompanied by aid to the target government and
senders might be less eager to enforce sanctions if they have previously sent
a relatively high amount of aid (sunk-cost fallacy). Moreover, target govern-
ments may use these previous payments to diminish the impact of sanctions.
High levels of development aid to the government thus mitigate the positive
effects of restrictive measures. We might even expect this combination to have
a negative effect on the level of democracy since the past payments might have
already strengthened the government, which eventually becomes immune to
sanctions.

Building on the vast literature on aid, sanctions, and democracy, we expect
that the effects of sanctions can be amplified via civil society aid and under-
mined via aid to target governments. Once civil society and opposition groups
receive support, they become empowered and exert additional pressure on the
sanctioned government. Contrarily, when sanctions are combined with aid
channeled to the public sector, this combination nullifies the impact of sanc-
tions as a coercive foreign policy tool. We specifically focus on democratic
sanctions that are imposed on the grounds of violating democratic norms and
practices by the government in the target country. So we regard democratic
sanctions as economic coercion that pursues goals related to democratization.
Thus, aid channeled to civil society and democratic sanctions are more likely
to have the same goal, whereas general aid and sanctions that are not related to
democracy promotion do not have this common objective and can even have
contradicting goals.

We think that studying the impact of aid and democratic sanctions -
especially how aid affects sanctions as a foreign policy instrument - is impor-
tant as few studies have explored how these tools interact with each other to
influence democratization. Case studies provide some inspiration for studying
the impact of both instruments in a systematic way. For example, in the 1960s,
sanctions were imposed against the governing elites in South Africa to harm
their economic interests and to persuade them to take part in negotiations with
their political opponents. In addition to this coercive strategy, the interna-
tional community aimed at empowering and supporting the South African
opposition and civil society. The effect of both sanctions and civil society
engagement led to the end of apartheid in the 1990s.

This article thus yields new insights into the effectiveness of two forms of
democracy promotion. First, we provide a novel contribution to the literature
studying the impact of sanctions and aid. Second, the results are important from
a practical perspective and can send an important message to policymakers.

To answer our research questions, we derive a theoretical framework and
test our hypotheses empirically by analyzing different types of aid flows as well
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as democratic sanctions by the EU and the US, which are the two most
important senders of sanctions. The US has always most frequently employed
sanctions as a foreign policy tool and since the early 1990s, the EU has become
the second most frequent sender of sanctions. These two Western powers are
also popular aid donors (Carothers 1999; Youngs 2010). The question is under
which circumstances a combination of these two different tools can enhance
democratization in target states.

Using a new database on economic sanctions merged with disaggregated aid
data and V-Dem democracy scores, we find in our empirical analysis that
when aid channeled through NGOs and the civil society is combined with
democratic sanctions, there is a significantly positive effect on the level of
democratization. The mechanism, which makes the combination of both civil
society aid and sanctions successful, works through the simultaneous pressure
from outside on the government and the empowerment of civil society,
exerting pressure from within the country. In contrast, we find that the
combination of sanctions and aid channeled through the public sector has
a negative effect on democracy scores since public sector aid strengthens the
sanctioned government and mitigates the generally positive effect of sanctions.

The Impact of Sanctions on Democratization

The aim of sanctions is to signal, often through economic pressure, that the
behavior of the regime is unacceptable and should thus be punished. Sanctions
raise the costs for the disputed behavior and provide an incentive for the target
to change its policy. The focus of this article is, however, not on the success of
sanctions understood as concession or compliance with the demands of the
sanctions. We consider the impact of sanctions as a coercive tool in the form of
democratization in the sanctioned country. By the success of democratic
sanctions, we thus mean liberalization or democratization of the recipient
state. Scholars point out that democratization can be either a direct outcome of
sanctions or a side-effect of sanctions achieved through economic pain.

Several scholars find that sanctioned states experience greater democratiza-
tion (Hufbauer et al. 2009; Marinov and Nili 2015). Von Soest and Wahman
(2015a), focusing on sanctions that explicitly aim to promote democracy, find
that although sanctions do not generally increase the level of democracy, there
is in fact a significant correlation between measures that aim at democratiza-
tion and increased levels of democracy in targeted authoritarian countries.
Moreover, sanctions can also prevent the backsliding or the breakdown of
democracy. Especially today sanctions against democratic states might not be
rare cases anymore, as demonstrated by the EU’s efforts to pressurize the
governments of two member states, Poland and Hungary, to repeal illiberal
practices by inter alia imposing material sanctions, namely Article 7 of the
Treaty on European Union (Sedelmeier 2014).
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The impact of democratization as a result of the sanctions can also be
indirect through destabilization effects on elites. Marinov (2005) finds that
economic sanctions lead to political instability in sanctioned countries by
destabilizing the target leadership. Although destabilization does not mean
that the leaders will decide to liberalize or democratize, it can be a possible
mechanism leading to democratization. Moreover, other scholars find that
economic sanctions can lead to protests and riots against the established
regimes and thus induce a possible regime change (Allen 2008). Dursen and
Cooper Drury (2009), Peksen and Cooper Drury (2010) are skeptical about
these positive side-effects of economic sanctions as the authors find that there
is a negative impact of economic coercion on political liberties. Specifically,
this tool unintentionally creates conditions that permit the leadership in target
countries to consolidate power and increase the use of political repression.
Carneiro and Apolindrio (2016), studying the impact of targeted sanctions
versus comprehensive ones, also find unintended adverse effects on human
rights (rights to life and the prohibition of torture) since a targeted leader can
choose to repress protesters and domestic opposition groups.

Although sanctions can cause leaders to become more repressive, which we
do not reject, they can also create incentives for opposition groups and civil
society and can be helpful in the promotion of democracy. Grauvogel, Licht, and
vonSoest (2017) find that sanction threats work as a clear and coherent signal of
international approval for protesters and they encourage collective action
against governments. The authors provide the example of Zimbabwe, when
sanction threats against President Mugabe increased the opportunity for voicing
dissent and drove a wave of protests even in the face of likely repression. In our
study, we do not focus on threats of sanctions but on imposed sanctions, the
impact of which can be greater democratization if the opposition and civil
society are additionally encouraged. This encouragement can come from foreign
aid channeled to this sector. Although we do not focus on protest activity as an
outcome of sanctions, we acknowledge that one of the driving mechanisms of
democratic change can be social unrest.

We believe that previous studies overlook the possibility of other external
factors that may have a simultaneous impact. Dursen and Drury (2009)
acknowledge that “future research could also offer a comparative assessment
of whether engagement strategies, that is, foreign aid and provisional economic
loans, work more often and cause less damage to civilians than economic
coercion.” Furthermore, the conclusion of the broader literature on improving
governance from “outside-in” is that democratic sanctions sometimes work,
though not necessarily on their own (Krasner and Weinstein 2014; Marinov and
Nili 2015).

The protection of civil and human rights and the likelihood of democratiza-
tion can worsen under an episode of targeted sanctions when compared to
a situation where there are no sanctions. However, we argue that it is also



INTERNATIONAL INTERACTIONS (&) 5

important to consider the simultaneous impact of other tools, which can
strengthen or nullify the negative or positive impact of sanctions. Some studies
already find that restrictions on IMF loans can be used by sender countries as
punishment for target countries to amplify the impact of sanctions regimes
(Peksen and Woo 2018). Nevertheless, there are no studies investigating the
interesting and important question about the effectiveness of the interaction of
sanctions with other democracy promotion tools. Thus, we consider the simul-
taneous impact of foreign aid, but specifically aid channeled to civil society.

Scholars find that targeted, or so-called smart, sanctions are meant to be less
harmful to civilians and more discriminating against specific governing elites
as well as a more flexible instrument in ongoing negotiations with the target
countries. In our study, we chose not to differentiate between comprehensive
versus target sanctions, because sanctions by senders such as the EU and the
US are in most instances targeted (i.e. targeted financial sanctions, economic
sanctions targeting specific sectors of economy, travel bans, arms embargoes,
and so forth). We also argue that the negative view of sanctions as being more
harmful or helpful in the promotion of democratic freedoms and human
rights depends generally on engagement policies. In other words, foreign aid
may create incentives for funded opposition groups and civil society to take
action in order to pressure the government in the sanctioned country.

Democratic Aid and Democratization

Scholars have not been able to establish a clear link between aid flows and the
democratization of recipients (Crawford 2001; Dunning 2004; Goldsmith
2001). This is due to the fact that foreign aid is not random, can serve various
purposes, such as facilitating economic relations or obtaining concessions
from recipient states, and its impact also depends on domestic institutions
and political processes in the target country. Scholars find that aid can even
contribute to the survival of autocratic leaders and their winning coalitions
because of a lack of institutional checks, which can lead to the expropriation of
developmental aid and boost a leader’s power (Licht 2010, 59). Overall,
empirical research shows that aid operates to the benefit of local elites rather
than their populations or donors (Boone 1995; Kosack and Tobin 2006; Licht
2010, 65).

Moreover, aid to autocratic regimes can trigger inefficiency, rent-seeking
activities, corruption, exclusion of others from engaging in the decision-
making process and thus undermining good governance in the public sector,
hence, decreasing the likelihood for political institutions to become demo-
cratic (Abed and Gupta 2002). In light of these negative findings of aid on
authoritarian recipient countries, Kalyvitis and Vlachaki (2012) argue that
effectiveness of aid can be increased if the private sector is engaged in carrying
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out aid programs, for example voluntary organizations, consulting firms, and
similar non-governmental organizations.

In addition to favorable environments for democracy and the engagement
of private actors, the effects of aid on democratization depend also on the type
of aid. Foreign aid encompasses different activities, ranging from support for
education and health, infrastructure, and environmental improvement to
democracy-related projects and peacebuilding activities. Some scholars study
the indirect effect of foreign aid to promote democratization through eco-
nomic development (Bermeo 2011; Dunning 2004; Goldsmith 2001) because
this traditional development aid may indirectly improve the democratic per-
formance of the recipient country in the long term. In general, studies on
foreign aid and democratic change find that aid has little, or even detrimental,
effect on democracy in recipient countries (Brautigam and Knack 2004; Bueno
de Mesquita and Smith 2009; Djankov, Montalvo, and Reynal-Querol 2008;
Licht 2010; Rajan and Subramanian 2007).

In order to extract the impact of aid on the democratization of recipients,
scholars chose to explore the impact of democracy assistance, i.e. “aid specifi-
cally designed to foster opening in a non-democratic country or to further
a democratic transition in a country that has experienced a democratic opening”
(Carothers 1999). Finkel, Pérez-Lifian, and Seligson (2007), focusing on democ-
racy aid provided by the United States Agency for International Development
(USAID), find that this type of aid promotes the democratization of recipients.
This disaggregated analysis of the democratic effect of aid gave impetus to other
empirical investigations of the impact of democracy aid on regime change.
Kalyvitis and Vlachaki (2012), for example, find strong evidence that democratic
aid, in form of democracy-related programs directed toward the government
and civil society, positively affects democratization of recipient countries.

Other scholars provide more refined research by focusing further on the
channels of aid delivery (Lihrmann et al. 2016). More specifically, Dietrich
(2013) argues that it is important to consider that aid delivered to the civil
society is likely to have a considerably different impact than aid that goes to
governments. The goal of the first is to strengthen the role of non-state actors
who will contribute to bottom-up changes in the country. Aid donors may
choose to bypass uncooperative or corrupt governments in recipient author-
itarian countries and, thus, instead of giving government-to-government aid,
they channel aid through non-state actors.

Following these findings, in our research, we focus on the channel of aid
delivery because it matters who is in fact owing the aid and who is carrying out
aid programs. We believe that the role of the civil society sector has been very
important in carrying out aid programs and in having an impact on democra-
tization. A contribution of civil society to democracy depends on the degree to
which civil society organizations are able to influence the government and to
hold office holders to account (Kalyvitis and Vlachaki 2009); thus aid may
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empower humans and make them capable and willing to place effective pres-
sures on the elites, regardless of the political system. According to Welzel and
Inglehart (2008) “human empowerment” is the most important driving force
behind effective democratization.

Supporting civil society can be both a promising response to the spread of
closing civic spaces (Carothers and Brechenmacher 2014) and a tool to
encourage vulnerable civil societies to fight against powerful and misguided
governments. We are aware of the fact that in some autocratic states civil
society does not receive a steady flow of aid from abroad. Although author-
itarian regimes are pushing back against the advances of democracy, there are
still ways to support civil society, and aid databases, which differentiate aid
flows by the channel of delivery, show that there are indeed aid flows that go to
civil society in sanctioned authoritarian countries. The databases report these
flows and practice also shows that donors find ways to fund civil society even
in countries that close the civic space. We do not condition the ability of civil
society to benefit from this assistance and to influence the government on
regime type and political processes. Data for civil society aid collected for this
study show that 140 countries that are coded as non-democratic according to
the Authoritarian Regime Dataset by Hadenius and Teorell receive positive
amounts of civil society aid. Thus, there are ways to get around restrictions on
foreign aid imposed by autocratic regimes. Moreover, the EU often explicitly
targets aid to civil society when sanctions are in place.

Combining Bottom-up and Top-down Foreign Policy Tools to Promote
Democracy

It is well-established in the literature that international factors in the form of
positive and negative incentives have a potential to influence democratization
in a target country (Whitehead 1996). However, it is up to the targeted states,
and specifically the governing elites or a leader, to decide whether to open or
close politics (Baldwin 1971, 1980, 1985). When thinking of how a foreign
policy tool can be interpreted by a target country’s decision-makers, we adopt
the argument that the leaders want first and foremost to stay in power (Bueno
de Mesquita et al. 2003). However, there can be various mechanisms through
which the leaders may revise their policies. Sanctions are coercive measures,
which might cause the rational and survival-driven leaders to engage in a cost-
benefit calculus and choose to democratize. When focusing on the impact of
sanctions on liberalization or democratization of the target country, we
employ the mechanism mentioned by Marinov (2005) on destabilization of
the incumbent. Marinov (2005) finds that pressure in the form of sanctions
may destabilize governmental leaders in that this foreign policy tool targets
and eventually makes them significantly more likely to lose power the
following year. The results hold after adjusting for other determinants of
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leadership survival, such as domestic political institutions, or the level of
economic growth, and such.

We incorporate in this logical framework a layer of additional external
influences that might amplify or nullify the impact of sanctions on democra-
tization through destabilizing the leaders. External intervention in form of aid
may change the balance of power in the domestic arena. Specifically, we argue
that aid allocated to civil society may have a positive impact on democratiza-
tion through producing bottom-up pressure on the leaders, which affects their
time in power (Kono and Montinola 2009) as well as the choices of the leading
elites to revise disputed policies. This may strengthen the impact of sanctions
on democratization. We expect to find, however, a negative impact of aid that
is channeled through the public sector. Foreign aid that goes to the public
sector will decrease the risks taken by autocratic leaders (Licht 2010, 67) and
nullifies the impact of sanctions, thus sending a contradictory message to the
targeted country.

Sanctions have an impact on destabilizing the leaders (Marinov and Nili
2005) and provide the opportunity for a foreign-funded civil society to act
against the elites, who are weakened by the sanctions. Sanctions may give
incentives to civil society actors, who oppose and condemn the actions of the
governing elites, to pressure the government to stop human rights abuses or
other activities undermining democracy. Thus, aid to civil society from inter-
national actors, which was provided long before or after the imposition of
sanctions, strengthens their impact once they are implemented. Once sanc-
tions are imposed, foreign-funded civil society already empowered and con-
nected transnationally (Keck and Sikkink 1998), will interpret the sanctions
against the regime as a sign to mobilize and to act against the authorities, both
in authoritarian and democratizing countries.

In other words, a combination of external and bottom-up pressure may
turther democratization because coercion in the form of sanctions may directly
harm the government and its winning coalition, as well as emboldening opposi-
tion activists to protest against the regime (Stephan and Chenoweth 2008).
Chenoweth and Stephan (2011) mention that the international sanctions against
the apartheid in South Africa were critical in creating bargaining space for the
resistance campaigns to come to the negotiating table. This and other examples
suggest that sanctions imposed on adversary governments strengthen the oppo-
sition’s voice and credibility as an important domestic actor.

If civil society was already funded before the imposition of sanctions, it is
even more empowered and invigorated to provide bottom-up resistance.
Sanctions may also be a signal for the empowered civil society to protest and
rebel against targeted (and weakened) elites or pressurize them differently. Aid
to civil society additionally empowers it and may change the barraging power
and the costs and benefit calculus.



INTERNATIONAL INTERACTIONS . 9

However, aid channeled to the public sector should have adverse effects and
nullify the impact of sanctions. Scholars find that aid recipients tend to receive
more foreign aid when they have been sanctioned (Early and Jadoon 2016;
Lektzian and Souva 2007). Donors could be motivated to support sanctioned
states in order to protect their own commercial interests, even though this might
undermine the impact of sanctions. In such situations, although targeted sanc-
tions might harm the governing elites and make them reconsider the behavior,
the accumulation of aid that was channeled to the public sector benefits leaders
(Kono and Montinola 2009) and can weaken any likely positive outcomes of
sanctions on democratization. Aid channeled to the public sector in situations
where sanctions are imposed does not help the government to liberalize or to
change policies, but somewhat decreases the risks faced by autocratic leaders
and helps the regime to continue or even cement their place in power (Licht
2010, 59-67).

Based on the positive and negative interaction effects between aid and
sanctions, we thus propose the two following testable hypotheses:

Hypothesis 1: Democratic sanctions are more likely to lead to a higher level of
democracy if they are combined with aid for civil society in the sanctioned
country.

Hypothesis 2: Democratic sanctions are less likely to lead to a higher level of
democracy if they are combined with aid for the public sector in the sanctioned
country.

Research Design

In the empirical part of this article, we aim to test our hypotheses on the effect of
democratic sanctions and aid flows on the level of democratization. Therefore,
we look at 199 countries between 1989 and 2015, resulting in 5,077 country-
years. These numbers stem from 193 members of the United Nations (some are
not included for the whole period of investigation because they joined the
United Nations Organization after 1989) as well as Taiwan for the entire period
and former UN members during their membership. The unit of analysis is thus
the country-year. We run fixed-effects panel models with annual changes in the
V-Dem democracy score as the dependent variable and a lagged democracy-
related sanction dummy as well as lagged and logged aid flows per capita as
explanatory variables to investigate the impact of sanctions and aid on demo-
cratization. The standard errors are clustered at the country-level. Moreover, we
include interactions between sanctions and the two different aid flows to see how
these flows affect the effectiveness of sanctions. Since the disaggregated aid data
is only available from 2004 onwards and sometimes missing, the number of
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country-years drops for our analysis down to 1,326 observations in 129 potential
sanction targets and/or aid-receiving countries.

Our key dependent variable measures yearly changes in the V-Dem
Electoral Democracy Score (Coppedge et al. 2017; Teorell et al. 2016), which
consists of five component indices: an elected executive, clean elections, free-
dom of organization, inclusive citizenship, and freedom of expression. These
components capture Dahl’s (1971) institutional guarantees for democratic
governance, dubbed “polyarchy,” as the latent concept. The V-Dem score is
based on responses from over 2,600 country experts to more than “350
detailed questions with well-defined response categories or measurement
scales. [...] The target is that at least 5 experts rate each indicator for each
country and year” (Teorell et al. 2016, 9). The V-Dem polyarchy measure
strongly correlates with the democracy indices provided by Polity and
Freedom House, but comes as a continuous variable that ranges from 0 and
1 in comparison to the ordinal FH and Polity scores. Since we are interested in
annual changes, the V-Dem data are the superior choice because this contin-
uous variable varies, at least marginally, in more than 75% of all country-years
that we consider."

Our first key independent variable is a dummy that indicates whether there
was an ongoing democracy-related sanction case by the EU and/or the US in the
previous dyad.” We test the effect of sanctions by using the newly created
EUSANCT Dataset (Weber and Schneider 2020), which integrates and updates
some of the most widely used sanction data: the Threat and Imposition of
Economic Sanctions (TIES) dataset (Morgan, Bapat, and Kobayashi 2014), the
HSE dataset (Hufbauer et al. 2009), and the GIGA Sanctions Dataset (Portela
and von Soest 2012). The EUSANCT Dataset covers all economic sanctions and
sanction threats by the European Union, the United States, and the United
Nations from 1989 to 2015 (in sum, 326 observations of which 209 are imposed
sanction cases).” The main difference from other datasets is that EUSANCT

"In contrast, yearly changes in the Polity score within a country are extremely rare. Out of 5,077 country-years, the
score does not change in 3,695 instances. Moreover, more than 95% of all country-years do either not change at all
or in a range from —2 to +2 on a scale from —10 to 10.

2ps discussed in theoretical part, we believe that sanction threats alone can already have an effect. However, since we
do not focus on concessions (as implied by a “successful” threat), but on more long-term and implicit effects of
sanctions in the form of changes in the V-Dem score over time, we focus on imposed sanctions here. While a threat
is most often either followed by a sanction or dropped after a certain time, sanctions can be ongoing for many
years and thus produce other effects on democratization, which can be enhanced by the empowerment of civil
society. Moreover, we would not expect to find statistical results for the effect of threats on changes in democracy
scores. The reason is that threats are too rare an event to be associated with changes in relatively constant
democracy scores. Sanctions are already a rare event: out of 5,077 country-years, there are democratic sanctions
imposed by the EU and/or the US in 574 country-years (11%). However, threats only occur in 111 country-years
(2%). A threat event is thus even rarer than a sanction event such that it is hard to find statistical results.

3Since the period before 2005 is comprehensively covered by all existing sanction datasets, EUSANCT used these
existing datasets for the identification of relevant cases, but relied on an independent coding of all included
variables. By researching each individual case, EUSANCT tried to minimize the dangers of inconsistently coding and
duplicating cases that are reported in several datasets. To identify more recent threat and sanction cases, EUSANCT
conducted a systematic keyword search using the Nexis news database and other online resources. For the coding
of identified cases, the TIES codebook by Morgan et al. (2009, Morgan, Bapat, and Kobayashi 2014) served as the
baseline, but EUSANCT introduced new categories and altered some of the extant variable descriptions.
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codes, inter alia, information on sanction threats and imposed sanctions for each
individual sender, including start and end dates, the identities of those who
threatened and imposed sanctions, the (threatened) sanction types as well as the
outcome of the respective case. The focus on senders is a distinct feature of
EUSANCT, in comparison to more target-focused datasets such as TIES or HSE.
In addition, EUSANCT also includes and adopts variables used in other datasets,
most notably the HSE effectiveness measure.

Sanctions can involve issues that directly affect the international community,
such as exercising political influence over a third state, militarized actions, terri-
torial disputes, alignment choices, weapons production and proliferation, support
of terrorist groups, and drug trafficking practices. Other issues concern domestic
policies of the target state. Since we are interested in how far sanctions can achieve
the goal of democratization, we focus on sanctions with domestic policy issues: i.e.
human rights violations, electoral fraud, violations of the constitutional order, and
enhancing leadership change, similar to the approach by von Soest and Wahman
(2015a). Therefore, we drop all sanction cases that do not involve at least one of
these domestic policy issues. Moreover, we focus on the EU and the US, as these
are the two senders that most actively promote democratization.

Independent of whether the issue refers to internal or external policies, the
sanction types range from complete economic embargoes and trade restric-
tions to aid cuts and targeted sanctions. While it could well be that sanction
types matter, we include all types of sanctions. On the one hand, we regard
sanctions as external top-down pressure on target governments, which can be
increased by sending aid to civil society to create bottom-up pressure or
decreased by sending it to the target government. For the theoretical argu-
ment, a further disaggregation of the different types of sanctions is thus not
necessary. Moreover, when we look at sanctions with the goal of promoting
democracy, broad country programs are very rare. Considering both EU and
US sanctions together, there are 97 sanction cases that are ongoing over 574
country-years. Out of these cases, only ten include economic embargoes or
trade measures. All other sanctions are targeted sanctions, arms embargoes, or
aid sanctions. The latter sanction type is somewhat problematic for our
analysis as it implies that sanctions and aid are simultaneously determined.
We believe that our proposed mechanism that drives the interaction effects is
not affected if the effect of an aid sanction is directly visible in the respective
aid flow. In cases where the EU and/or the US impose sanctions by restricting
foreign aid while there are still high levels of aid flows channeled through the
public sector (for example when aid restrictions only apply for very specific
areas such as military assistance), we expect that the sanctions do not have
a strong effect. On the other hand, when sanctions are in place and aid flows
channeled through the public sector are mostly cut off, we expect that the
measures are more likely to have an effect. It makes a difference whether aid
flows are determined by sanctions or whether their amount cannot be
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explained by such a coercive policy. For the underlying mechanism it is thus
necessary that the sender decides to impose a sanction, but the sanction type
should not have an impact on the interaction effect. However, to ensure the
robustness of our results, we estimate our models for both democratic sanc-
tions as well as non-aid democratic sanctions.

Second, we consider the amount of aid. Our theory is based on the distinc-
tion between aid to governments and aid flows to civil society. For our
empirical evaluation, we employ the OECD (2017) CRS Aid Activity database,
which provides information on the channels of aid delivery. Thus, we have two
different aid types as explanatory variables: we estimate the effects for and
differentiate between public sector aid per capita (aid channeled through the
public sector divided by the population) and civil society aid per capita (aid
channeled through NGOs and the civil society divided by the population).*
We employ the lagged sum of aid disbursements per capita in dollars from all
EU member states and institutions as well as the United States. Moreover, we
take the log of these values because of their right-skewed distribution. The
distributions of these logged aid data are depicted in Figure 1-4.

As control variables, we include the total net official aid disbursements to
the respective country (OECD 2017) because the effects of the amount of aid
by the two senders might change when third states also cut aid flows or
compensate the losses by giving additional aid (Early and Jadoon 2016). To
capture these spillover effects, we include the lagged and logged total amount
of aid in dollars per capita. Moreover, we control for coups (dataset by Powell
and Thyne 2011), which jointly explain changes in the democracy score and
sanctions in the respective country-year. Additionally, we include the occur-
rence of armed conflicts and one-sided violence in the previous year
(Allansson, Melander, and Themnér 2017; Pettersson and Eck 2018) because
they are both likely to impact the imposition of sanctions and disbursement of
aid (Donno and Neureiter 2018). Besides these political control variables, we
include the population size, the annual GDP per capita, and GDP growth (The
World Bank 2017 and 2018) to control for size, economic power, as well as
economic development. These three variables are also logged and lagged by
one year. We provide summary statistics and a correlation matrix in the
Appendix.

Empirical Analysis

Before we analyze the effect of democratic sanctions and the two different types
of aid flows on democratization, we provide some descriptive statistics of the two
key independent variables. With regard to sanctions, the EU is involved in 81
imposed sanction cases of which 59 cases in 47 countries are related to domestic

“Data for the population size were obtained from The World Bank (2017).
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Figure 1. Effect of democratic sanctions depending on level of public sector aid (Table 1, model 4).

policy issues. The US is involved in 87 democracy-related sanction cases in 60
countries (in addition to 95 cases that are not related to domestic policy issues).
Taken together, out of 199 countries, 63 states face democratic sanctions by at
least one of the two senders during our period of observation. The regional focus
does not differ much between the EU and the US: more than half of the targets
are African countries, followed by countries in Asia and Eastern Europe.
Countries targeted by both the EU and the US have a significantly lower mean
V-Dem democracy score than the average score of all countries (simple t-tests
have a p-value of virtually zero). When we regard targeted countries, 26 have
received more civil society aid than the average amount in at least one year
(Burma, the Democratic Republic of the Congo, Somalia, Sudan, and Zimbabwe
in more than half of the period covered). Conversely, 14 countries have received
more than the average amount of public sector aid in at least one year (most
often China, the Democratic Republic of the Congo, and Egypt).

The correlation of the amount of civil society and public sector aid per
capita is positive but negligible (the Person’s correlation coeflicient is 0.12).
Regarding the correlation between the amount of civil society and public
sector aid per capita when democratic sanctions are imposed, the coefficient
is slightly higher, but still only shows a moderate correlation (0.25). The same
holds for non-aid democratic sanctions, for which this correlation is 0.21.
Finally, we consider the association between sanctions and aid. We therefore
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Figure 2. Effect of democratic sanctions depending on level of civil society aid (Table 1, model 4).

run two-sample t-tests for both civil society and public sector aid per capita by
country-years with and without democratic sanctions. On the one hand,
country-years with democratic sanctions are associated with significantly less
public sector aid (p-value of virtually zero), irrespective of considering all
democratic sanctions or only non-aid democratic sanctions. On the other
hand, there is no statistical significant difference between any of these groups
in the amount of civil society aid per capita, which gives us confidence that the
empirical analysis of the core of our theory is not biased.

Analysis of the Effect of Democratic Sanctions and Aid Flows

Our hypotheses refer to the combination of aid and sanctions. For analyzing the
effect of democratic sanctions and the two different types of aid flows (public
sector vs. civil society aid per capita) on the level of democratization, we thus
estimate the interaction effects of sanctions and our set of aid disbursements on
changes in the V-Dem Electoral Democracy Score. Table 1 shows the effect of
EU and US democratic sanctions, aid flows differentiated by the channel of
delivery, and the interaction effects between sanctions and both types of aid. In
Table 2, we provide the same models for non-aid democratic sanctions. In both
tables, the first column only includes the dummy for democracy-related sanc-
tions, the two different aid flows, and the respective interaction effects. In
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the second model, we account for temporal dynamics and include year dum-
mies, thus estimating two-way fixed effects. Moreover, we also control for the
total amount of aid in the previous year in the third column. Finally, in column
4, we further include all other control variables.

Since we interact democratic sanctions with both types of aid, the baseline
coefficient for sanctions does not have a meaningful interpretation.
However, we can say that independent of the channel of delivery, there is
no effect of any type of aid on the V-Dem democracy score when there are
no sanctions in place. For both democratic sanctions and non-aid demo-
cratic sanctions, we can see that when these measures are employed, aid
channeled through the public sector has a negative effect on changes in the
V-Dem democracy score. Contrarily the coefficient of the interaction
between sanctions and aid channeled through NGOs and the civil society
is positive. The interactions are all at least significant at the level of 5%. The
occurrence of military coups and armed conflicts are the only control
variables that are significant in both panels and have a negative effect on
changes in the V-Dem democracy score, as expected. The control variables
for the size of the target, its economic power, as well as its economic
development do not have an effect.

Figure 1 to 4 display these interaction effects graphically. The left-hand
graphs show the predictive margins: the effect of the respective level of aid
(keeping all other variables as they are) if there were no sanctions in any
country-year (red line) and a sanction in all country-years (blue line). The
right-hand graphs depict the average marginal effect of a democracy-related
sanction for each level of aid, which is the difference between the predictive
margins. Additionally, the right-hand graphs show whether the average mar-
ginal effects are significant and include the histogram of the respective type of
aid. Since the effect of any type of aid is insignificant and virtually zero in all
models, the predictive margins and average marginal effects are visually
indistinguishable in some cases.

The results provide evidence for our two hypotheses: first, the positive effect
of sanctions on the democracy score diminishes, the higher the amount of aid
channeled through the public sector (Figure 1 for democratic sanctions, Figure 3
for non-aid democratic sanctions). Therefore, sanctions have a less positive
impact on the level of democratization in target countries when they are
combined with aid channeled through the public sector. Second, there needs
to be a certain level of civil society aid for sanctions to have a positive average
marginal effect on the level of democratization. Therefore, these findings sup-
port our hypothesis that democracy-related sanctions lead to a higher level of
democracy in target countries if they are combined with aid bypassing the
recipient government.

We are aware that there are possible endogeneity issues in the relationship
between sanctions, aid, and changes in democracy scores. However, we do not
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Figure 3. Effect of non-aid democratic sanctions depending on level of public sector aid (Table 2,
model 8).

think that endogeneity threatens the validity of our findings. First, we lag our
independent variables by one year to account for the order of events (except for
coups that are expected to have an immediate effect). Since changes in the level
of democracy can also lead to both an imposition of sanctions and changes in
the amount of aid, we estimate the effects of preceding sanctions and aid flows
on changes in democracy scores, thus ensuring that our results are not driven by
reversed causality. Second, we use fixed-effects panel models to control for
unobserved time-invariant unit-specific confounders, which can simultaneously
have an impact on the imposition of sanctions or disbursement of aid and
changes in democracy scores. Third, we control for coups (as well as conflicts
and one-sided violence), which are the most common confounders that cause
changes in democracy scores and serve as “trigger events” (von Soest and
Wahman 2015b) for the imposition of sanctions. In fact, the coefficient for
coups is negative and significant at the 1% level in all specifications.
Regarding the potential for endogeneity caused by omitted variables from
a theoretical point of view: if there is some additional omitted factor that leads
to both the imposition of sanctions and a negative change in the democracy
score (i.e. a positive correlation between the omitted and the independent
variable; and a negative effect of the omitted variable on the dependent
variable), there is a negative bias. Since we predict and find a positive effect
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Figure 4. Effect of non-aid democratic sanctions depending on level of civil society aid (Table 2,
model 8).

of sanctions, this endogeneity concern makes our results more conservative
because the real effect of sanctions would even be stronger in this case. Similar
considerations hold for the interaction between sanctions and civil society aid.
Our results would only be biased if there was an omitted factor that has
a positive (negative) effect on the democracy score while being positively
(negatively) correlated with the imposition of sanctions. It is very hard to
imagine an event that makes a country more democratic and which is asso-
ciated with a greater likelihood for the imposition of sanctions.

In sum, we find that civil society aid is another important political variable
that should be included in analyses of the effects of sanctions because both
tools complement each other: democratic sanctions impose pressure on the
government that is top-down, whereas non-governmental aid can induce
pressure to democratize in target countries that is bottom-up. Our findings
further imply that aid should not go to the government when sanctions are in
place. The empirical results show that sending high amounts of aid to the
public sector in a sanctioned country can undermine the effectiveness of
democratic sanctions. We thus claim that once sanctions are imposed, it is
better not to withdraw aid but rather shift aid to civil society because non-
governmental aid together with sanctions facilitates democratization.
A sanctioned country is more likely to democratize when it receives aid that



20 (&) P.POSPIESZNA AND P. M. WEBER

goes to civil society. These results are robust alternative measures for both our
dependent and key independent variables as well as separate tests for both
donors/senders.

Even though we are not concerned that our results are biased because of
potential endogeneity, we conduct several robustness checks.

Robustness Check

To ensure the robustness of our results, first, we use alternative measures of aid
instead of gross disbursements per capita in dollars. Since the selection of
a certain scaling of aid might affect the results, we re-run the all models for
three additional measures of aid: the absolute levels of the respective aid flows,
aid per GDP per capita, and aid per GDP. Tables A3 to A5 in the online
appendix display the results. The interaction effects between sanctions and
public sector as well as civil society aid point into the expected direction for all
three measures of aid. For the levels of aid and aid per GDP per capita, the
coeflicients are all at least significant at the 5% level. When we employ aid per
GDP, the interaction effect between sanctions and public sector aid becomes
insignificant. However, at the same time, we obtain the largest and most
significant results for the interaction between sanctions and civil society aid,
which is the core of our theoretical framework: generating top-down and
bottom-up pressure on target governments.

Second, we re-run the previous models with an alternative dependent vari-
able. So far, we considered changes in the V-Dem Electoral Democracy Score
since we focus on democracy-related sanctions. However, since we expect aid
channeled explicitly through civil society to increase the effect of democratic
sanctions, we check whether our results hold when we consider changes in the
V-Dem Civil Society Index (Coppedge et al. 2017). Tables A6 and A7 in the
online appendix show the effects of both democratic sanctions and non-aid
democratic sanctions on changes in this index, which is based on indicators for
entry and exit, repression, and the participatory environment of civil society
organizations (Bernhard et al. 2017). The interactions all keep pointing to the
expected direction. However, while the interactions between (non-aid) demo-
cratic sanctions and public sector aid are also still significant, the coefficients for
the interaction between sanctions and civil society aid lose their significance
once we include all control variables in the final specification. Since the scope of
the V-Dem Electoral Democracy Score is much broader than the scope of the
Civil Society Index and since democracy-related sanctions do not explicitly aim
to expand civil society, it is not surprising that the results are weaker. However,
even though the coeflicients are not significant, there are still significant average
marginal effects for certain levels of the respective aid flow that point to the
expected direction. Nevertheless, it is noticeable that, in the absence of sanc-
tions, the amount of civil society aid does also not have a significant and positive
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effect on changes in this index (the coefficients are even negative). In sum, we
find that the general results and conclusions hold when we consider changes in
the V-Dem Civil Society Index instead of the Electoral Democracy Score. The
effects are just not as strong because the Civil Society Index is less broad and not
so explicitly targeted by democratic sanctions.

Finally, the European Union and the United States are very distinct actors,
both in the way in which they impose sanctions and provide aid as well as in
the way in which they promote democracy. To ensure that our results are not
driven by a specific actor, we regard the individual effects of both donors/
senders separately. In Tables A8 and A9 in the online appendix, we thus run
the models for EU and US sanctions and aid only. To capture the economic
interlinkages with the respective actor, we also take into account trade flows in
these models. Therefore, we include the sum of exports and imports from the
EU (Eurostat 2017) and the US (Barbieri and Keshk 2016) in euros/dollars,
respectively. The previous results hold, even though the negative interaction
between democratic sanctions and public sector aid is only significant for US
sanctions. Again, the occurrence of coups and armed conflicts are the only
control variables that are significant in both panels and have a negative effect
on changes in the V-Dem democracy score. By showing that our hypothesized
interaction effects hold for both of these actors, in particular for the interaction
between sanctions and civil society aid, we intend to strengthen the empirical
evidence for our theory.

Conclusion

In this article, we have examined the impact of two democracy promotion
tools: democratic sanctions and foreign aid. We theorized that there is
a conditional relationship between democratic sanctions and two different
types of aid provided to target states: aid to the civil society and aid to the
public sector. Specifically, we expected to find that during democratic sanc-
tions, higher levels of aid given to target governments are associated with
reductions in their democracy levels. In contrast, higher levels of aid sent
directly to civil society in target states will be associated with increases in target
countries’ democracy levels. By examining contemporary sanctions episodes
involving the US and EU as senders and donors, we find robust support for
our hypotheses.

Building on the vast literature on aid and democracy, this study has
explored how the use of external interventions, i.e. sanctions and aid, can
affect democratization in target countries, which we believe is an interesting
and novel contribution. Specifically, we show that sanctions as democracy
promotors work better than using them alone if combined with higher
volumes of aid that bypass the government. However, we are aware that
while our evidence is encouraging, yet much work remains. Although this is
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the first study combining in a systemic way bottom-up and top-down foreign
policy tools to promote democracy, the limitation of our research is that we
deal with observational data. We would like to encourage further investigation
into an interesting and important question about the effectiveness of different
democracy promotion tools using mixed methods. Future research should also
study the interaction between these tools in authoritarian versus democratiz-
ing countries, especially. Given the anti-democratic measures taken by certain
governments of EU democratic member states, and the EU’s efforts to impose
sanctions on these states, as well as illiberal measures also taken by established
democracies, we are convinced that scholars will find this topic to be timely
and important in years to come.

We hope that the findings reported in this article highlight avenues for future
research on positive and negative incentives. Moreover, these findings also send
an additional message to policymakers: when they anticipate imposing demo-
cratic sanctions on an oppressive government, they should have already cut aid
to this government because the impact of sanctions is weaker when previous aid
flows have already strengthened the governmental elites. Instead, policymakers
should maintain connections with and strengthen civil society in the potential
target country because incentive-oriented strategies toward civil society can
prevent its isolation and empower it when sanctions are employed.
Understanding how donors respond and should respond to the imposition of
sanctions can help to make both tools of democracy promotion more effective.
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