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[ Abstract )

The Political Economy of Foreign Aid
. Public Goods, Networks, and Beliefs

Kim, SeokJoon

This study explores why foreign aid policies vary across donor countries and across
governments within the same country. Existing literature has generally explained foreign
aid in terms of strategic and economic interests or normative motivations, but has not
sufficiently accounted for policy changes following government turnover within the same
donor country. Applying Yann Bramoullé and Rachel Kranton’s social network model to
foreign aid, this study demonstrates that foreign aid is structurally underprovided because
of its nature as a global public good, and further shows that foreign aid may generate
different levels of benefits for donor countries depending on their positions within global
network structures. Moreover, this study argues that not only the objective structure of
global networks but also political leaders’ perceptions of those structures are important. In
particular, political leaders who place greater value on the benefits generated by foreign
aid as a public good within global networks have stronger incentives to provide higher
levels of foreign aid. By presenting a network-based and political-psychological framework,
this study makes both theoretical and policy contributions to understanding donor countries’

foreign aid policies.

Key Words : Foreign Aid, Global Public Goods, Global Network, Leader’s Belief, Game
Theory
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