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ABSTRACT
Promoting the policy coherence for development agenda entails a
commitment on the part of OECD member governments to economic and
institutional reform and change. But since domestic arrangements for policy-
making and resource allocation tend to be sticky, the question arises as to
whether there are particular political settings which are most likely to give
rise to greater demands for policy coherence. That istheissue | addressin
this paper. Specificaly, | examine two hypotheses: first, that a country’s
level of spending on development assistance as a share of GNI reflectsits
domestic political-economic arrangements; and second, that the higher the
level of development assistance, the greater the commitment to the policy
coherence agenda. | show that the long-run political -economic orientations
of OECD member-governments, particularly their levels of domestic income
redistribution, appear to have a significant influence on development

assistance in particular, and to the policy coherence agenda more generally.



THE POLITICSOF POLICY COHERENCE

Introduction: Political Institutions and Policy Coherence

Governments of the developed countries are increasingly confronted
by the tremendous challenge of making national policies more coherent with
thelir efforts to promote growth and reduce poverty around the world. An
obvious exampleis provided by agricultural policy, where protection,
subsidies, and trade-distorting export support of domestic farmers, limits the
market access opportunities for developing countries, in particular for crops
such as cotton, rice, sugar, and fruits and vegetables. Domestic protection
also takes the form of tariff escalation, which discourages investment in
developing countries in value-added food processing industries, further
undermining the potential contribution of agro-business to the promotion of
sustained economic growth. While such policy incoherence may reflect the
exigencies of domestic politicsin industrial societies, their global cost to
developing nations is demanding more attention from policy-makers, not to
mention the public or “civil society” at large.

To date, much of the institutional work on policy coherence for
development within and among OECD and European Union member-states
has involved inter-agency policy coordination to promote coherent national
policies, aswell as positions in multilateral negotiations in such institutions
asthe World Trade Organization (WTO). The OECD’s Development

Assistance Committee (DAC) has also played a useful role in promoting the



policy coherence agenda, in part by highlighting it in the context of its
reviews of DAC members development programs.

At afundamental level, policy coherence for devel opment involves
reform and change of policies and institutions. In order to bring a state’'s
development policiesinto closer alignment, reforms may have to be
undertaken in substantive policy areas like trade, agriculture, and migration,
in addition to building new institutional mechanisms to promote
coordination. Y et most political and economic institutions are designed to be
“sticky” and resistant to change; indeed, their purposeis to articulate and
enforce the “rules of the game.” Policy and institutional change often
involves a process of articulating and enforcing new rules, and domestic
actors who find themselves on the losing end of these changes may try to
resist them.

This raises the question of whether certain political-economic
governance structures will have particular advantages in advancing the
policy coherence for development agenda. It is worth emphasizing that, even
in an age of extensive globalization, the academic literature on comparative
political economy has noted significant and enduring differences among
OECD and EU member states with respect to such fundamental public
policies as government spending on education, health, and social welfare.
Notably, levels of foreign aid spending as a percentage of gross national
product (GNP) vary enormously among these states as well. Thisrelative
absence of convergence suggests the strength and importance of domestic

political-economic arrangements.



How do these differing institutional arrangements influence national
development policies? And what are the implications of these differing
institutional structures for the policy coherence agenda? These are the issues
that | addressin this paper. Specifically, | examine the relationship between
different domestic political-economic variables and national levels of
development spending. Development spending could, for example, be
related to whether a country’ s government has a*“left,” “right,” or “centrist”
orientation. It could be influenced by whether a government takes a
parliamentary or presidential form, and if the former, whether the
government is strongly majoritarian or based on coalitions of many different
parties. Alternatively, the commitment to development assistance could be
related to a country’s internal political-economic structure, such asits level
of income redistribution. By examining the comparative political economy
literature and the available data, we will focus on some key hypotheses that
may help us to understand the rel ationship—whether one clearly exists—
between domestic politics and levels of spending on development policy.

The paper has three sections. In the first section | use the Center for
Global Development’s Commitment to Development Index, along with case
study material drawn principally from the Development Assistance
Committee' s Development Co-Operation Reviews, to analyze the extent to
which DAC members have pursued a policy coherence for devel opment
agenda.* Next, | seek to explore the political correlates associated with these
findings by testing some key hypotheses which rel ate domestic politics to
levels of development spending. | conclude with suggestions for further

research, along with policy recommendations.



Policy Coherence for Development: What Do the Data Say?
According to the OECD, “policy coherence for devel opment means
taking into account the needs and interests of developing countriesin the

evolution of the global economy.”?

The OECD points out, for example, that
“thereislittle point” in providing development aid for trade-capacity
building if the exports of developing countries lack market accessin
industrial countries owing to the presence of trade barriers. Policy coherence
therefore requires aligning national and multilateral policiesin away that
promotes the chances of developing countries to achieve sustained growth.
DAC member-states appear to vary significantly in terms of their
capacity to formulate and execute a coherent devel opment agenda that
integrates both devel opment and other policies (e.g. trade and agriculture
policies). But what are the key variables that impede the advancement of a
more coherent development agenda? In some cases, there may be an absence
of harmony between a national commitment to policy coherence on the one
hand and regional institutional frameworks on the other. The Nordic
countries, for example, have traditionally provided high levels of
devel opment assistance, yet the effectiveness of these policies for
devel opment may be undermined by European Union trade and agricultural
policies, over which the Nordic member-states of the EU a so have some
influence. In other cases, however, policy incoherence may be due to the
internal structure of the domestic government. Federal systemsin which
power iswidely diffused, or fragmented parliamentary systemsin which

governments are pieced together as coalitions of political parties with widely



differing economic platforms, may face greater difficultiesin promoting a
coherent policy agenda than more unitary systems.

In this section we explore the political correlates of policy coherence
both quantitatively and qualitatively. First, we examine the trade and aid
scores obtained from the Center for Global Development’s Commitment to
Development Index (the index also includes scores for migration, investment
and environment, but | will focus on trade and aid as being the most
fundamental development-related policies of OECD member governments)®.
We will seeif those scores correlate with any obvious set of political
variables. We will complement this approach with a qualitative look, by
drawing some selective evidence about national commitments to policy
coherence taken from the OECD’ s Devel opment Co-Operation Reviews.*

Asthedatain Table 1 reveal, the Nordic countries generally receive
high marks for the levels of foreign aid (as a percentage of GNI) they
provide.® Two interesting exceptions stand-out. First, Finland does not give
comparably “Nordic” levels of assistance but is actually somewhat below
the DAC average. Second, the Netherlands gives aid at levels that are smilar
to that provided, say, by Denmark and Sweden.

We can also observe an interesting disunction in several cases
between OECD member commitmentsto aid and to trade with developing
countries. Norway, for example, scores very low on the trade score;
conversely, the United States, which ranks at the bottom of the aid table, is
the highest in terms of foreign trade.® Pursuing the political correlates of
these differences would make for a useful follow-up to the present study;

more on thisin the concluding section.



In Table 1 | have followed the Center for Global Development’s
practice of smply averaging the scores on the trade and aid scales, though
one could certainly make the case for a weighted score as well. For example,
one could argue that the commitment to trade is more important in overall
economic terms to developing countries than are foreign aid flows, and asa
result we would weigh the two scores differently, with greater weight given
to the trade score. Again, while | have taken the average score | recognize

the limitations associated with that approach.



0]

1« UOIRIB000D JaWdopAap ulyym Aoijod spen N3

Bueibeiul ul Aydeded o el e [jissialeuyl ",  S6'9 69 0L Uspems
er HOMBWIRLY 23] S11 01U BoURJBY0D Adijod parelfolul
Apoidxe aney o1siequew Dya Mejayl josuosiureds, 9 89 &4 ureds
2p T IUBW}IWILWOD [eoljod [enueIsans
e alinbai[[IM 32uaeYod Ao1jod 8ANISYJe JO UoIeUBWRdWIaYY ", ShY 89 T2C Auew oo
Tpe"SSBOONS UM pRUMOJD Usa] SAemie Jou sey 11 Bupioeq anijod Jo
JUeMm 1o} Inq aouaeyod Adijod anoidwi 01 apew usag Sey 1o4e ealpoyew e, GO’ (037 ee puelez)IMG
or«SiUSWIIedsp Jo afiues apim e ssoide
sanss| JueudopAap Jo**'ssauaieme Jo pra| yblyesialyy ",  Sry L LT  pueesz meN
¢«SN0J >Je| Aew souaseyod Aoijod
UO UOISSNISIP 81" * "SUO TSP ISUOD U few SU} JO auUo se
paoe|d s uononpas AeAod joaAndelgo sy ssBUN, G 69 A4 rebnyiod
g« 80URBY0D Ad1j0d S10W0.d Feu) **'suonde Jo aApoddns i yrewued,  6°2 8'9 06 ewusq
,UIB0U00 /8 e usaq sheme sey 8ouseY0D AoIjod,  S6'9 0/ 69 SpueleyleN
30Ud BY0D AJ1j0d UO SIUBWIWIOD abe oAy 9100S ape. | 91003 pIy A1unod

20UB JBY0D Ad110d pue pIy ‘@pe.] :luswdopneg 01 JUsWIWWO) T a|qel



1T

(sanssisnolen) Mmeinay uoieedo-0D 1uewdopAsd ‘a3 0 pue xepu | Juswdoprag 01 Jusuwniwwo) ‘uswdopAsd [ego|D o) BIuaD :89INoS

S0'S 99 ge abe oAy
VYN Vv 9 21 ueder
vz« WOISAS S9TRIS pR1IUN By Ul
Sanss199uaeY0d Adijod Juswdo prep ssaippe
pue Ajnuspl ol psau buonsesialyl, SZv Ll 80 vsSn
ez« K0110d JBWILIBAOD URIfe.ISNY Se PISIopUS Usa 'sey " "8ouaieyod ", Gy z/ LT elRIsSny
2« REMBASUBYRIAWOD B Ul pare|NdILe 87 0) SUews.
**"30UB.Jey09 Ao11od 01 JUSWIIILILIOD S ppeue), STV 99 1T epeued
1z« WUBWREIS fesjoe Bueq JO Loys S|} @ousleyod Aotjod r,  GLY 99 0€ puejuiH
oz« "PUBRI| UISBNINOIIP 812810 Ued sa101jod ape) jeinynoube Buluio@y, 9t 99 9¢C puepl|
o7 « 3 Jod " "90UB.BY0D Y1M Bufesp Joj Wsiueydaw*oljloads ousiaeyL, Zv 0L I’a’ ey
g1« PR 21UN 01 dUOp Usaq sey Bulylou™ ™", G6'% 89 TE |ouelH
1« BUIBLB | feyd A|e108dse 8 Ued sanss| aous Yo Adtjod 808810 104,  T¥ .9 ST 903019
o7« SOIOUBPUB) [eBN111USD 158 ILew
ale 3oy aleym punotbxaeq siesepa) e sukle  -abua|feyd bulobuo ue s| Aouaisisuod euldlul,  T°G 19 Ge wnibpg
g« “MN3UJoy Ayiond e si - raoueYod BUIBIYY, 66V 69 0€ N
VN 8¢ 0T 99 RemioN
VN 87 89 8¢ elsny

80UB JBY0D Ad1j0d pue ply ‘Bpe.l] :juswdopAsg 01 JUSWIIWWOD :P,1Uod ‘Ta|qe L




Aswe can see, when the trade and aid scores are combined, the
Netherlands, Denmark, and Sweden do exceptionally well in comparison
with most DAC member governments. The question thus arises whether
these countries share any political-economic attributes that might help to
explain their commitment to development policy. Interestingly, thereis
relatively little academic literature that explores the connection between
domestic political-economic variables on the one hand, and devel opment
policy on the other. The literature that does exist focuses on foreign aid
spending more narrowly. But despite this restricted focus, the answersto
these questions may offer suggestive implications for the policy coherence

agenda.

The Political Correlates of Policy Coherence

As aready noted, research on comparative political economy has
stressed the enduring significance of national institutions and political
arrangements even in an increasingly globalized world. Further, this
literature suggests that “parties and institutions matter, and that they do so
not only domestically, but also with respect to foreign policy.”® In
particular, some authors have tried to demonstrate that the left-right
orientation of a government influences its development policies, and its

foreign policies more generally. According to these authors, political parties
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with aleft-wing orientation will promote more generous devel opment
policies than those that articulate more “right-wing” public policies.?®

| have tested some of the key hypothesesin the political science
literature on the politics of development assistance using data drawn from
Thorsten Beck, et.al., Database of Political Institutions, along with data on
foreign aid flows (used as a proxy measure of commitment to development
policy) drawn from the DAC. Two of the most commonly found hypotheses

in this literature are as follows””:

H1: Left-wing governments will tend to give more foreign aid than right-
wing governments.

H2: Countriesin which domestic levels of income redistribution are high (or
“socia democracies’) will tend to give more foreign aid than less-

redistributive or more “market-oriented” economies.

H 1, which emphasizes differences in budgetary priorities among left-
and right-wing oriented governments, provides an assertion that is
commonly heard about social spending generally and foreign aid spending in
particular. | have explored it in two ways. First, replicating an approach first
developed by Therien and Noel, | have taken every DAC member for 1980
and 2000 and regressed aid spending as a share of gross national income
(GNI) against the left, right, or centrist orientations of the government
(again, the data on government type comes from Beck, et.al.).?® As Table 2
indicates, the relationship is utterly non-significant. There is no correlation

between the political orientation of the government of the day and the levels
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of foreign aid it provides relative to other governments. Left-wing
governmentsin country Y do not systematically spend more on development
than right-wing governments in country Z.

This leads, naturally, to a second question: do levels of aid change
significantly within countries when governments switch from aleft-wing to
right-wing orientation or vice versa? To examine this question, | have taken
time series data on OECD governments from 1980-2000 and regressed the
changesin aid spending against the changes in government. Again, the
relationship is non-significant for each country. For example, countries with
relatively frequent changes of government, including Denmark, Finland, and
France, show no correlation between these changes and their levels of
spending on foreign aid.

In fact, that finding is aso consistent with Therien and Noel, who go
on to argue that it is not the immediate party-orientation of the government
of the day that determines aid spending; rather it is the persistence of a
particular orientation over long periods of time. What this means is that
some countries seem to have more of, say, a* social-democratic” political-
economic orientation, while others have more of a“free market” orientation,
no matter the party that isin power at any particular moment. That
orientation manifests itself visibly, for example in a country’ s commitment
to domestic income redistribution; thus, some OECD member governments
are much more redistributive than others. As a consequence of these long-
run political-economic differences, the “right-wing” government of, say, a
Nordic country, islikely to maintain acommitment to that country’s

particular social institutions and arrangements, such asrelatively high levels
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of income redistribution, even-though it may have significant policy
differences with its “left-wing” counterparts with respect to the role of the
private sector in the economy, the generosity and duration of welfare state
payments, and so forth. What Therien and Noel find is that when the
persistence of a particular political-economic orientation (e.g. high levels of
income redistribution and socia spending versus low levels) is taken into
account, the effects on foreign aid spending become much more powerful.

| have attempted to update and further specify their results (they paired
1980 and 1990; | pair 1980 and 2000) by regressing aid as a share of GNI
against a“Nordic” variable, which seems a convenient proxy for relatively
high levels of income redistribution, with the results again reported in Table
2. Aswe can see, the correlation isfairly significant; Nordic countries,
which tend to have high levels of domestic income redistribution, seem to
provide more aid than their non-Nordic counterparts.” The question that we
must now ask is, why isthat the case? Why is there a“Nordic difference”
when it comes to aid spending?

TABLE 2: Political Correlates of Development Policy

1980 2000

Left-Right Orientation .00 (.07) .03 (.06)

R% 0.00 R%0.02

“Nordic” Dummy 33(.13) 41 (.11)
R?: .26 R?:.39

Sources: for left-right orientation, see Thorsten Beck, et.al, Database of

Political Institutions.
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Thereis, of course, a substantial literature in political science that has
emphasized the distinctive nature of the social compact in Nordic societies,
and their dedication to “humanitarian values.”® Still, why it is that voters
choose or endorse these high levels of domestic income redistribution and
foreign aid (which might be seen asthe international corollary of domestic
redistribution) remains an important topic for further research.

A recent body of literature, drawn from economics, may help to
provide an answer. This literature is motivated by the apparent “ puzzle” of
unrequited transfers. As Mayer and Raimondos-Moller remind us, “a
country that chooses its economic policies with the objective of maximizing
social welfare would never wish to become aforeign-aid donor.”® That is
because foreign aid can be seen as a collective good. If one country provides
it, then others would naturally wish to free ride. But such free-riding
behavior is more limited than one would predict. The question that naturally
followsiswhy, then, these transfers occur?

Mayer and Raimondos-Moller try to provide a theoretical response by
building a political economy model which rests heavily on the median voter
theorem, or the notion that government policies will closely reflect the
preferences of an electorate’ s swing voters. They assert that “Foreign aid, as
any actual economic policy choice, is determined through a political process
in which al participants pursue their self-interest rather than...the objective
of maximizing a country’s overall welfare. The political process can result in
foreign aid giving if at least some people benefit from the country’srole asa

donor...At issue, therefore, is whether the giving of aid to foreign residents

16



can benefit some segments of the domestic population and whether the
political process enables these winners to impose their will on the rest of
society.” %

At first glance, this model does not seem to explain the actual patterns
of aid among DAC member governments. For example, Mayer and
Raimondos-Moller suggest that countries which are large exporters of food
and weapons to developing countries would have a particularly strong
interest in foreign aid (to help countries pay for these imports). Essentially,
the owners of gun and butter assets would lobby governmentsto provide
foreign aid, and the more heavily implicated the median voter isin
producing these goods, the higher the levels of foreign aid they would
support. If the model of Mayer and Raimondos-Moller provided an accurate
reflection of DAC flows, we would expect the United States, the United
Kingdom, and France—all significant arms exporters—to be much more
generous in the amounts of aid they provide.

But the largest food and weapons exporter in the world is the United
States, which ironically gives the smallest amount of aid of any DAC
member as a percentage of national income. To be sure, one could argue that
these (among other) countries would provide even less devel opment
assistance than they do now, were it not for the presence of vested interests
that lobby their governments for foreign aid. Testing that proposition
empirically, however, is extremely difficult.

On the other hand, the median voter theorem suggests an intriguing
hypothesis, which | will label H3, in terms of the policy coherence for

development agenda: namely, the higher the share of foreign aid asa
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percentage of GNI, the greater the median voter’sinterest in gover nment
spending on aid. In other words, even if we accept that devel opment
assistance arises for amultiplicity of reasons, only one of which isadirect
reflection of median voter preferences (those preferences may not have a
one-to-one relationship with government policy due to intervening variables
like government and bureaucratic structure, which “shield” public officials
to some extent from median voter preferences), the median voter may till
demand accountability for the use of hisor her taxes when it comes to
election time (or to put thisin other words, politicians will be more likely to
exploit aid as an electoral “issue’ the higher the level of spending).
Governments that pursue incoherent policies will have a more difficult time
persuading the median voter that their tax monies are being well spent, and
for that reason we might expect to see a correlation between high levels of
development assistance and a policy coherence agenda (again, to put thisin
other words, opposition politicians will be more likely to attack “ineffective”
aid spending in countries where the amounts are relatively high).
Alternatively, one could argue that the median voter in Nordic
countries has certain ideas about the relationship between income
redistribution and political stability which heavily influence foreign policy in
general and foreign aid in particular. For example, it iscommonly held in the
political economy literature that high levels of income inequality are more
likely to breed political instability and conflict.*® If the median Nordic voter
believes this to be the case, he or she might vote not only for higher levels of

redistribution at home, but for higher levels of foreign aid as well.
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To summarize the literature on the political correlates of development
assistance, the strongest correlation that we can observe appears to be
between Nordic countries and levels of foreign aid flows. Why these
countries (along with the Netherlands) give so much aid remains, however, a
puzzle that has not been fully solved. One intriguing explanation is found in
their domestic levels of income redistribution (similarly high levels are
found in the Netherlands). This raises the question of whether a domestic
commitment to income redistribution finds its outward expression in the
advancement of aworld that is also more equitable. Further, we have
suggested that countries which spend relatively large amounts on foreign aid
will aso have the highest commitment to the policy coherence agenda,
perhaps because the median voter in these countries (or politicians seeking
their votes) will have a heightened concern with tax monies spent for that

purpose.

Conclusions

This paper has examined some of the political correlates associated
with  DAC member governments commitment—or lack thereof—to
coherent development policies. Using the available data it has found
relatively strong support for the hypothesis that countries with high levels of
income distribution tend to give more foreign assistance as a share of gross
national income than more market-oriented economies, and it appears that
these countries also demonstrate a relatively strong interest in promoting the

policy coherence agenda.
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To be sure, it is likely that there is something beyond the preferences
of voters that is reflected in the development policies of DAC member
governments. After all, modern democracies have created formidable
political institutions which provide some degree of autonomy in policy
formation and execution. Further, a host of special interest groups invade
domestic political-economic arrangements in an effort to seek rents from the
system, which are then paid for by society at large. These and other political
and ideological forces must be incorporated into a deeper understanding of
the political correlates of development policy and the demand for greater
policy coherence.

As we pursue the politics of policy coherence, it will be both useful
and necessary to develop more sophisticated quantitative definitions and
measures of policy coherence—not to mention a more specific set of policy
guidelines. Are free flows of capital and trade necessarily associated with an
agenda that focuses on poverty reduction? What migration policies would
promote the poverty reduction objective? These and many other substantive
guestions need far more analysis than they have received to date. And in
terms of quantifying policy coherence, we can observe in Table 1 a
digunction in several cases between the “quantitative evidence” or rankings
in terms of aid and trade scores versus the qualitative comments made by
DAC examiners with respect to national development policies and programs.
Thus, severa countries that have relatively low aid and trade scores
nonetheless receive high marks for their efforts to promote the policy

coherence agenda.
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The politics and the policies of coherence for development thus remain
relatively little understood. The objective of this paper has been to review
the academic literature that would appear to illuminate some of the key
issues at stake, including the influence of government type and political
orientation on development policy. If DAC members are to embrace the
policy coherence agenda, they will need to have a clearer understanding of
what coherence means and how it can be advanced within the context of

their particular political-economic institutions and arrangements.
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