

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
		
			
		
			
		
			
				
			
		
			
				
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Aid, Growth and Devolution

	
    
        
            
            







    
    










    
    
    
    











			
                    CESifo Working Paper Series No. 2805
 
        

    
	

	
	
		
		
			37 Pages
		
		

		Posted: 4 Oct 2009
		
		
		
	

	
		
			
			




	See all articles by Christian LessmannChristian Lessmann
Technology University of Braunschweig; Dresden University of Technology - Faculty of Economics and Business Management; Ifo Branch Dresden; CESifo (Center for Economic Studies and Ifo Institute) - Ifo Institute
Gunther Markwardt
Dresden University of Technology - Faculty of Economics and Business Management


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: September 2009

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		This paper examines whether the federal structure of aid-receiving countries matters in explaining aid effectiveness. Following the decentralization theorem, the devolution of powers should increase aid effectiveness, since local decision-makers are better informed about local needs. At the same time, decentralization has reverse effects, e.g., through coordination problems, excessive regulation, administrative costs and local capture. Using panel data for up to 60 countries, we find that aid is less effective or even harmful in decentralized countries. Our results imply that donor countries should carefully consider how both anti-poverty instruments - financial assistance and decentralization - work together. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: foreign aid, growth, decentralization

	
	

	
    

    
	

	
	
		JEL Classification: O10, O20, O40, H70

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Lessmann,  Christian and Markwardt,  Gunther, Aid, Growth and Devolution (September 2009). CESifo Working Paper Series No. 2805,  Available at SSRN: https://ssrn.com/abstract=1481150 or http://dx.doi.org/10.2139/ssrn.1481150 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Christian Lessmann

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Technology University of Braunschweig  ( email )

			

			
			
				
				
				
					Abt-Jerusalem-Str. 7
Braunschweig, D-38106
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Dresden University of Technology - Faculty of Economics and Business Management  ( email )

			

			
			
				
				
				
					Mommsenstrasse 13
Dresden, D-01062
Germany

				

				
			

			
				
				
					HOME PAGE: http://www.tu-dresden.de/wwvwlfw
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Ifo Branch Dresden  ( email )

			

			
			
				
				
				
					Poschinger Str. 5
Munich, 01069
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				CESifo (Center for Economic Studies and Ifo Institute) - Ifo Institute  ( email )

			

			
			
				
				
				
					Poschinger Str. 5
Munich, 01069
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Gunther Markwardt (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Dresden University of Technology - Faculty of Economics and Business Management  ( email )

			

			
			
				
				
				
					Mommsenstrasse 13
D-01062 Dresden, Saxony
Germany
++49 (0)351/463-33972 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      117

			

		
		
		
			Abstract Views

			    1,075

		

		
		 
		
			Rank

			  429,930

		

		
	


	

	
		
			
				       26 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    CESifo Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                CESifo Working Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            9,070

                                    

                                    
                                        PAPERS

                                           10,773

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Clemens Fuest at CESifo (Center for Economic Studies and Ifo Institute, University of Munich)

                                    

                                
                            

                        

                    

                
	
                    Economic Growth eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Economic Growth eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              628

                                    

                                    
                                        PAPERS

                                           14,954

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        William Easterly at New York University - Department of Economics

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Political Economy - Development: Political Institutions eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Political Economy - Development: Political Institutions eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               65

                                    

                                    
                                        PAPERS

                                           11,422

                                    

                                

                                
                            

                        

                    

                
	
                    Political Economy - Development: Domestic Development Strategies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Political Economy - Development: Domestic Development Strategies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               56

                                    

                                    
                                        PAPERS

                                           25,008

                                    

                                

                                
                            

                        

                    

                
	
                    Political Economy - Development: International Development Efforts & Strategies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Political Economy - Development: International Development Efforts & Strategies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               54

                                    

                                    
                                        PAPERS

                                            6,252

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Aid, Policies, and Growth

                        
                            By
                                
                                
                                    
                                    A. Craig Burnside
                                     and 
                                
                                    
                                    David Dollar
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Aid, Policies, and Growth: Revisiting the Evidence

                        
                            By
                                
                                
                                    
                                    A. Craig Burnside
                                     and 
                                
                                    
                                    David Dollar
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Who Gives Foreign Aid to Whom and Why?

                        
                            By
                                
                                
                                    
                                    Alberto F. Alesina
                                     and 
                                
                                    
                                    David Dollar
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Aid Allocation and Poverty Reduction


                            
                                By
                                    
                                    
                                        
                                        David Dollar
                                         and 
                                    
                                        
                                        Paul Collier
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Politics and the Effectiveness of Foreign Aid

                            
                                By
                                    
                                    
                                        
                                        Peter D. Boone
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Aid and Growth: What Does the Cross-Country Evidence Really Show?

                            
                                By
                                    
                                    
                                        
                                        Raghuram G. Rajan
                                         and 
                                    
                                        
                                        Arvind Subramanian
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Aid and Growth: What Does the Cross-Country Evidence Really Show?

                            
                                By
                                    
                                    
                                        
                                        Raghuram G. Rajan
                                         and 
                                    
                                        
                                        Arvind Subramanian
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Do Corrupt Governments Receive Less Foreign Aid?

                            
                                By
                                    
                                    
                                        
                                        Alberto F. Alesina
                                         and 
                                    
                                        
                                        Beatrice Weder Di Mauro
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            New Data, New Doubts: Revisiting 'Aid, Policies, and Growth'

                            
                                By
                                    
                                    
                                        
                                        William Easterly, 
                                        
                                    
                                        
                                        Ross Levine, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            New Data, New Doubts: A Comment on Burnside and Dollar's "Aid, Policies, and Growth" (2000)

                            
                                By
                                    
                                    
                                        
                                        William Easterly, 
                                        
                                    
                                        
                                        Ross Levine, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.120 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
