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Governments have lots of needs 
and not much money.  

How do they decide what to do? 



Debt funds development
• Developing countries are in an age of 

choice. They can access finance from 
donors, development banks, alternative 
lenders, markets (international and 
domestic)


• The interest rates that countries pay on 
loans reflect global capital cycles, not 
country-specific information (Rey, 2015, 
Brooks et al, 2015, Cormier & Naqvi 2023)


• Government’s budget constraint changes 
with global cycles, not local policies.


• Rising borrowing costs constrain 
infrastructure more than wage spending. Aid is a small and borrowing a big part of 

financial flows to developing countries



Theory

Interest Rates Low

Spend on infrastructure 

Interest Rates High

Spend on wages



Democracy constrains choices
• Competitive elections are here to stay.


• Ethnic voting blocs are insufficient in an 
age of multiparty competition (Arriola, 
2012, Boone, 2024).


• Leaders have regional strongholds, but 
need to make inroads elsewhere.


• in strongholds, they must keep voters 
loyal.


• Outside strongholds, they must win over 
strong politicians.



Low leverage Politician (Stronghold) 

“When we were doing the primaries and 
the like, I won...then some provincial 
officials and a few district officials decided 
to replace me. And the constituency 
chairman and his team…supported me 
that I should run as an independent. 


And then they had to bring actually the 
national management people, had to come 
to campaign to help that guy. To get him 
across the line. So that is the only way 
they managed to beat me.”


High Leverage Politician (Swing) 

“When I was competing for the first time in 
2006, my president lost. But I won. So, 
what it is that, sometimes the electorate go 
beyond the party, right? They concentrate 
on individuals.”

MP Strength



Attribution varies by sector
• What strategies do parties use?


• Reward core supporters (Mason, Jayne, van de 
Walle, 2017; Stokes, 2013; Ejdemyr et al, 2018; 
Briggs, 2014)


• Convince swing supporters (Stokes, 2005; 
Schady, 2009)


• It depends…on sector, party, country, regime 
(Kramon and Posner, 2013; Burgess et al, 2015; 
Albertus, 2013; Briggs, 2021)


• Attribution Matters 

• Roads and buildings are attributed to the local 
MP 


• Jobs and service delivery are attributed to the 
centre



Theory

Stronghold, but voters can 
go independent Keep voters loyal to party

Spend on wages 
(attributed to political  

centre, reversible)

Strong elites can defect Keep elites loyal to party
Spend on infrastructure 
(attributed to local MP, 

permanent)

See Kasara 2007, Choi 2018, Albertus 2013



Voters loyal to MP 
(Elites can defect)

Invest 
Infrastructure Mix

Theory
Interest Rates Low Interest Rates High

Voters loyal to Party 
(Stronghold, but voters can 

go independent)
Mix Protect Wages



Mayengo Nyirenda for the Zambia Daily Mail



Data

• Budget Yellow Books 2006-2020


• 27,961 pages with 383,666 budget lines


• District level information spending 
across sectors: health, education, 
agriculture, administration


• Extract wage and infrastructure 
spending


• Grouped by constituency

DV: Subnational Expenditures on 
Wages and Infrastructure

2017 Yellow book (Vol 1)



MP Strength
Explanatory Variable

• Difference between MP and 
Presidential vote share.


Examples:


• MP: 60% President: 50% →10%


• MP: 60%, President: 80% → -20%


• Blue shows cases where MP won 
for their party despite that party 
not winning presidential vote.



Borrowing Cost
Explanatory Variable

• Interest rate on 10 year US 
treasury bonds (exogenous) 

• Debt service as a percent of 
GDP (salient, accounts for 
debt stock)


• Debt service about central 
Bank target (both)



Setup

• Unit is Constituency-year, 156 constituencies, 2006-2019 
 
 
 
 

• Dependent Variable: Spending (Wage or Infrastructure)


• Explanatory Variables: MP Strength, Interest Rates, Strength × Interest 

• Controls: Nightlights, Ruling Party, Copper Price, Constituency

OLS with an interaction term



Results: Infrastructure
When rates rise…


• Weak MPs get less 
infrastructure


• Strong MPs get more 
infrastructure

Strong MPWeak MP
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Results: Wages
When rates rise…


• Weak MPs get no change in 
wages (protected)


• Strong MPs get less wage 
spending



Debt Service



Changes in Debt servicing



Kenya

2018 Handshake: Kenyatta (L) and Odinga (R)ODM Pentagon, 2007



Kenya
Infrastructure Spending

• County level spending data 
means we can’t run identical 
models.



Kenya
Infrastructure Spending

• County level spending data 
means we can’t run identical 
models.


• Nonetheless, when rates rise, 
there is less infrastructure.


• But only in places where everyone 
votes one way or another. In the 
middle, there’s no cuts.



Debt and Democracy in the Global Periphery

• In developing democracies, 
governments use resources for to build 
and maintain coalitions.


• Different kinds of spending do different 
kinds of political work.


• In the periphery debt costs are volatile, 
and governments are adapting 
strategically.


