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Abstract 
 Previous studies in the development aid literature have concluded that bilateral aid 

flows have been dominated by strategic objectives of major donors. Similar analysis of 

multilateral aid flows has determined that these allocations are more sensitive to economic 

need and quality of institutions and policy of the recipient country. A consensus has 

emerged that all bilateral aid is strategically driven while multilateral aid is independent of 

these political pressures. This paper challenges these conventional notions of the different 

aid types by analyzing allocation decisions from U.S. bilateral and multilateral aid agencies. It 

finds that strategic considerations influence both bilateral and multilateral aid. Donor 

influence over multilateral aid allocations requires a rethinking of how strategic aid is 

pursued. Improvements to the models of aid flows are offered, and a preliminary empirical 

analysis is attempted. It is found that the dynamics of strategic uses of aid are more complex 

that previous studies have concluded. The impact of these findings on the flows and efficacy 

of aid is discussed. 
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I. Introduction 
 At the end of the 20th century, almost six decades after the developed world began 

efforts to use foreign aid to spur economic growth in much of the developing world, few 

can call these efforts a success. Despite trillions of dollars in aid, many of the countries that 

were receiving aid in the post-War years not only continue to receive aid now, but have 

failed to see much economic benefit as a result of this aid. The ambiguous, if not negative, 

effects of aid are well documented in the development literature (Boone, 1994; 1996). The 

increasingly disappointing returns to developed economies investments in foreign aid has 

shifted much of the attention to why foreign aid has failed to promote growth in recipient 

countries.  

 Some of the earlier attempts to address this paradox placed emphasis on the 

economic and political institutions in the developing countries that were receiving aid. These 

studies focused on the interactions of macroeconomic policies, aid and growth. Among the 

most influential study was that of David Dollar and Craig Burnside (2000), which found that 

aid is beneficial to countries that adopt appropriate and stable policies, but is otherwise 

wasted. This focus on economic and political institutions led to increased interests in the 

characteristics of development countries that would allow aid to best promote growth and 

alleviate poverty. The most common finding, initially promoted by Collier and Dollar (1998) 

is that the allocation of aid that has the maximum effect on poverty reduction is related to 

the recipient-countries’ level of poverty and quality of economic institutions and policy. 

While some scholars dispute this emphasis on the quality of institutions, these findings has 

come to be a consensus in the development and academic communities. 

 And yet despite these finding, a large amount of aid continues to flow to developing 

countries that have higher levels of per capita income and weaker institutions than what aid 

literature considers an “optimal allocation.” As a result, much attention is now being paid to 



 4 

the determinants of aid flows, placing particular emphasis on the motivations of developed 

countries in sending bilateral and multilateral aid. The resulting empirical research has found 

some stylized facts about aid flows. The determinants of bilateral aid flows, which are 

distributed directly through national governments’ development agencies, vary widely 

depending on the sending country and almost consistently correspond to one or more of 

that country’s strategic interests. However, multilateral aid, distributed by institutions such as 

the World Bank, United Nations or regional development banks with contributions for 

developed countries, tends to be distributed more sensitively to the recipient countries 

needs, as measured by GDP per capita or standard of living indices.  

This dichotomy between bilateral and multilateral aid is well documented in studies 

of foreign aid. These observations have lead to a consensus that while bilateral aid is clearly 

used as a political tool towards strategic means, multilateral aid is allocated in a more 

“efficient” manner. However, measures of multilateral aid flows show that they certainly are 

not devoid of strategic concerns. Most multilateral institutions distribute aid in a manner that 

cannot be solely explained by humanitarian concerns for economic growth and poverty 

reduction. As a result, it has become clear that these multilateral aid institutions may be 

responding to donor pressure. This is troubling if a greater degree of independence allows 

multilateral agencies to allocate resources more efficiently (in terms of promoting political 

and economic development), lends more credibility to their policy advice, and strengthens 

their information signaling role (Rodrik,1995). The presence of donor influence in 

multilateral aid decisions therefore has potentially important implications for the role of 

multilateral aid in promoting development.    

 All preceding literature has looked at bilateral or multilateral aid in isolation. If donor 

countries are at times using both types of development aid in many cases to achieve strategic 
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objectives (as suggested by the empirical evidence), then such analysis is insufficient to 

understanding the dynamics of aid flows. Countries with certain intentions must be seen as 

having at least two paths with which to achieve them, bilateral and multilateral aid. Both of 

these routes present benefits and costs to achieving these strategic objectives. Only by 

evaluating the strategic uses of aid in a comprehensive manner can we truly begin to 

understand country intentions and explain outcomes. 

 This paper seeks to build on the literature of multilateral aid flows, determining what, 

if any, donor influences operate on different multilateral organizations. Particular attention 

will be placed on the influence of U.S. strategic interest in multilateral aid flows. It finds that 

the current consensus of a division of labor between mostly humanitarian and economic 

multilateral aid and strategic bilateral aid is not sufficient in explaining aid allocations. Lack 

of independence at multilateral organizations has allowed major donors to pursue strategic 

interests through multilateral as well as bilateral aid flows. Consequently, strategic uses of 

development aid must be reconsidered and new theoretical frameworks must be established 

to better reflect and explain the decisions that major donors encounter when trying to 

achieve specific goals through the allocation of aid. A new way forward is proposed for the 

future study of aid and some preliminary results are presented. Finally, the impact of these 

findings on the efficacy of aid is explored. 

 
II. A Review of Aid Literature 
 The determination of foreign aid flows has received substantial attention in 

development studies.  Most of these studies have focused on bilateral aid flows. The 

motivations of sending aid to developing countries is first analyzed by Alfred Maizles and 

Machiko Nissanke (1984), who evaluate two distinct motives for foreign aid. The first, which 

they call the “recipient need model”, assumes that aid is given to compensate on shortfalls in 
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domestic resources, most prominently savings and investment. The alternative, termed the 

“donor interest model,” assumes that all aid only serves the strategic interests of the donor, 

defined to cover political/security, investment and trade interests. Maizles and Nissanke find 

that the donor interest model provided the better explanation of bilateral aid flows than the 

recipient need model.  

 This departure from an altruistic model of aid distribution in bilateral transfers led to 

increased interest in what strategic factors are important to donor countries, and how those 

factors vary among them. A deeper analysis of the donor interest model is first provided by 

McKinlay and Little (1977). Rejecting what they referred to as the humanitarian model, a 

foreign policy model of foreign aid is proposed in which donor countries use aid to their 

strategic advantage by establishing recipient commitment and dependency on that aid. It is 

assumed that states may use their aid policy to further their development, overseas 

economic, security, political power and stability/democracy interests. Only security and 

political power interests are found to be significant determinants in their empirical analysis. 

 The prevalence of strategic concerns in the determination of aid policy was further 

supported by the wide variety of developing countries that received aid from different 

donors with diverse strategic interests. Empirical work confirms distinct aid patterns among 

major developed country donors (McKinlay, 1979; Schraeder et al., 1998). These studies find 

that American aid is highly influenced by support for capitalism, Japanese aid by economic 

self-interest, Swedish aid by altruism and French aid by cultural promotion. A 

comprehensive and aggregated study of the determinants of aid flows among developed 

countries is provided by Alberto Alesina and David Dollar (2000). The most important 

strategic factors in the allocation of foreign aid include military alliances, former colonies and 
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strategic alignment. Again, a great degree of variation is found between industrialized 

countries. 

 While the majority of these studies have looked at characteristics of the recipient 

countries, and their appeal to donor country’s interests, some more recent work has looked 

at preferences for foreign aid within the societies of developed countries and their 

subsequent effect on the politics of aid. Helen Milner and Dustin Tingley (2010) develop a 

model of the political economy of aid by focusing on domestic politics and legislator’s 

constituent’s views on aid. Explicitly rejecting the notion that foreign aid has no domestic 

constituency (expressed in Lancaster, 2007), they claim that foreign aid has domestic 

distributional consequences and relations to citizen’s political ideologies. A model of the 

distributional effects of foreign aid is established relying heavily to Stopler-Sammuelson 

theories about the effects and subsequent support of international trade. Since aid to 

developing countries is assumed to increase developing countries marginal propensity to 

import, and those imports are assumed to be capital-intensive goods (technical assistance 

and machinery), the owners of capital benefit from foreign aid more than the labor (Milner 

and Tingley, 2010). In addition, constituents that embraced liberal ideology, which supports 

redistributions of wealth, are considered more likely to support foreign aid than 

conservatives. Through an analysis of the characteristics of constituents in each 

Congressman’s district, Milner and Tingley find these factors to be significant in the 

allocation of foreign aid.  As a result, it is possible that domestic factors influence the flow of 

bilateral foreign aid as well. 

 While flows of bilateral aid have been subject to rigorous study, the increasing 

provision of development aid by multilateral agencies make a focus on the determinants of 

its flows just as important. Researchers have sought to establish any differences in the 
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determination of bilateral versus multilateral aid. However, focus on these aid flows has not 

been nearly as extensive as bilateral aid and is almost entirely restricted to empirical studies. 

 Among the first attempts to differentiate between multilateral and bilateral aid was 

Maizles and Machiko’s study of motivations for aid (1984). While they establish that bilateral 

aid is best explained by the donor interest model, they also found that multilateral flows was 

better explained by the recipient need model. This conclusion is supported by more recent 

research that finds that multilateral foreign aid has become more “selective” in terms of 

democracy and institutional considerations in recent times than has bilateral aid (Dollar and 

Levin, 2006). There seems to be an established consensus in the literature that there are 

fundamental differences in the provisions of bilateral and multilateral aid. Economic and 

recipient need considerations seem to have more influence in determining multilateral aid. 

Yet, strategic variables remain significant determinants of aid flows in these studies.  

 Attempts have been made to distinguish between different forms of multilateral aid 

and evaluate the different determinants of aid among them. Eric Neumayer (2003) assesses 

the differences in the allocation of aid among regional development banks and United 

Nations agencies. He finds that multilateral aid as a whole is more responsive to population 

and GDP per capita. However, he finds varying significance to factors such as physical 

quality of life, political freedom, region and corruption. These results demonstrate that 

different multilateral organizations use criteria other than recipient need in their aid 

allocations, suggesting that pure humanitarian concern is not the only influence on decisions 

within these multilateral aid institutions. 

 Some more recent work has directly studied the lack of independence among 

multilateral lending institutions. A study  by Fleck and Kilby (2006) is conducted on the 

premise that “independence should yield a geographic distribution of loans that depends on 
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country characteristics such as population, GDP per capita and the quality of the policy 

environment. Controlling for these factors, measures of US interests should be unrelated to 

the allocation of funds” (p. 225). In evaluating the determinants of World Bank aid flow, 

Fleck and Kilby find that while aid allocations may not be linked to world trade, they are 

significantly related to U.S. exports. In addition, “countries favored in U.S. bilateral aid 

allocations also received a disproportionate share of World Bank funds” (p. 232). This type 

of analysis has also been expanded to the regional development banks. Recent papers have 

found that donor influence at some regional development banks (more specifically American 

and Japanese influence at the Asian development bank) may be even more pronounced than 

it is in the World Bank (Kilby 2006). While it may be the case that multilateral institutions 

allocate aid in a manor that is more responsive to recipient need, there are certainly some 

strategic concerns that are influencing aid flows.  

 Recent work has demonstrated that donor influence, especially concerning the 

United States, has been prominent in some institutions. Yet there has been no study that 

evaluates the strategic aid decisions of the wide variety of multilateral aid orgainzations that 

strategic donors such as the United States has at its disposal. In addition, there has been no 

theoretical emphasis on the ways in which these strategic donors might allocate their own 

aid between multilateral and bilateral channels to further their geopolitical or economic 

interests. It is in this respect that this paper hopes to contribute to the literature on 

development aid.     

 
III. An Evaluation of Donor (U.S.) Influence over Multilateral Aid Institutions 
 A focus on how multilateral institutions distribute their development aid has not 

been comprehensively approached in the aid literature. Past studies have focused on the 

primacy of humanitarian or economic concerns. However, by searching for differences in 
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the distributions of bilateral and multilateral aid, much of the previous work has overlooked 

some important aspects of multilateral aid, such as its similarities to bilateral aid. Multilateral 

aid has yet to be subject to the comprehensive analysis that bilateral aid flows has received. 

 As a result, this section will replicate much of the analysis that has been applied to 

bilateral flows to a variety of multilateral aid organizations, including the World Bank, 

Regional Development Banks (RDBs), and United Nations organizations. The purpose of 

this analysis is to look at both the similarities and differences of the different types of aid. 

And, since different organizations have different governing and decision-making structures, 

we are able to explore the effects of donor influence on organizations by exploiting these 

differences. This section does not seek to contribute an alternative theory but simply 

question stylized facts that have emerged from previous work in order to demonstrate the 

need for a new direction in the study of aid. 

 A more thorough analysis of U.S. bilateral and multilateral aid flows questions many 

of the accepted notions about these flows that have been found in past studies. Simple 

categorizations of bilateral aid as strategic and multilateral aid as economic must be 

questioned. Elements of both a recipient need and donor interest model are evident in many 

bilateral and multilateral institutions. This division of labor between bilateral aid addressing 

donors’ strategic goals and multilateral aid reflecting recipient need is not a valid description 

of aid flows. Multilateral and bilateral aid are both used for strategic interests, and further 

study of what types of economic or strategic motivations operate in each of these 

organizations is need. 

 
Theoretical and Empirical Framework 
 The study of aid flows based on recipient country characteristics is nothing new in 

the aid literature. Specific characteristics of aid-receiving countries are used to determine 
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what “types” of countries typically get more aid. Characteristics are generally split into three 

broad categories: need-based, efficiency and strategic characteristics. Aid organizations and 

agencies that distribute more aid to countries that have the necessary economic and poverty-

related features are thought to place a high emphasis on the efficiency of aid, using it as a 

tool to promote economic growth and reduce poverty (the official goal of development aid). 

Moreover, organizations and agencies that distribute aid according to favorable strategic 

characteristics are seen as using aid as a political tool. 

Alesina and Dollar (2000) have provided a comprehensive analysis on the 

determinants of bilateral aid flows that has served as the basis for much further studies. 

Their research included variables that would be expected to influence aid flows in both the 

recipient need and donor interest models. The model in their analysis was based on the 

following regression equation: 

ln(Aid) = b0 + b1 ln(Income)+ b2 ln(Population)+ b3(Openness)+ b4(Democracy)+ b5(Civil _Liberties)+ b6(Colony)+

b7(UN _Friend)+ b8(Egypt)+ b9(Israel)+ b10(Rule_of _Law)+ b11(Mus lim)+ b12(Christian)+e
 

 
Variables such as income and population are meant to reflect the need of the recipient 

country for the aid. Other factors, such as civil liberties and rule of law are intended to 

describe characteristics that might influence the effectiveness of aid, and therefore reflect 

economically driven distributions. Finally, variables such as openness, democracy, colony, 

UN friend, Muslim and Christian are strategic variables that demonstrate certain 

characteristics of a country that might make a donor offer aid for reasons that are not based 

on need or efficiency. Their data covered most major aid-giving countries from the 

Organization of Economic Cooperation and Development’s Development Assistance 

Committee (DAC). As a result, they were able to establish trends common to bilateral aid 

agencies as well as differences among them. 
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A modified Alesina and Dollar analysis is the most appropriate theoretical 

framework to examine similar trends in multilateral flows. The aid literature has advanced 

significantly since the Alesina and Dollar study, and while the basic framework has remained 

intact, many variables have been offered to better reflect and control for donor 

considerations, whether they are strategic or economic in nature.  

There are, of course, some important changes that must be made to the model to 

allow for the analysis of multilateral organizations as well. Since we a primarily focused with 

the role of strategic considerations in multilateral flows, the role of donor influence must be 

accounted for in these organizations. However, multilateral aid organizations are by 

definition operating under the competing interests of many different nations. As a result, the 

subsequent analysis operates under the following assumption: countries with high weight in 

aid decision-making processes will have a large influence over aid decisions in multilateral 

organizations.  

Since the United States has the most or among the most weight in almost all of the 

multilateral aid organizations, the focus will be on America’s strategic variables (i.e. 

America’s exports to the aid recipient, rather than share of all donor exports to the 

recipient). A focus on American strategic variables when analyzing these multilateral 

institutions serves two purposes. First, any significance among U.S. strategic variables would 

demonstrate American influence over aid allocation decisions. Second, a lack of significance 

for both U.S. strategic and economic/need-based variables would highlight a lack of 

independence but also dominance of non-U.S. strategic interests. Such a pattern might be 

expected in multilateral organizations in which the United States has a small or limited 

voting share.  
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The United States does have the most voting share in many organizations. Yet in 

some it has q less or equal weight with other countries. The differences in America’s voting 

shares will be used to determine how much influence America has, or chooses to utilize, in 

different organizations. Differences in voting share, membership and missions among these 

multilateral aid agencies cause allocation decisions to differ among them. If the United States 

is able to exert influence over multilateral lending decisions in organizations where it has 

larger voting shares, we would expect to see U.S. strategic concerns explaining more of the 

variation in allocations in these organizations than in organizations where its voting share is 

more limited. 

 Therefore, the empirical model with which the role of strategic considerations 

among multilateral organizations will be tested is based on the following equation: 

ln(aid) = b0 + b1...(Economic / Need _Vector)+ b2...(US _Strategic_Vector)+

b3...(Regional _Dummies)+e
           

 
This equation will be run for each of the multilateral organizations as well as U.S. bilateral 

aid. Disaggregating the aid from different organizations will reveal the different determinants 

among them. Different trends among the same variables for these organizations will 

demonstrate different motivations in sending aid. To transform the Alesina and Dollar 

framework into a more comprehensive analysis of aid allocation decisions, various variables 

will be used to capture important influences of aid that are need-based, efficiency-based and 

strategic.  

 Given the panel nature of aid data, in which each observation represents the amount 

of aid for country in a given year, the empirical framework must attempt to correct for lack 

of independence among observations for a given country over the years. Even the best 

specified model would not be able to account for all observable and unobservable 

characteristics of a country that might influence the amount of aid it receives. As a result, the 
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amounts of aid that a country gets in different years are dependent observations. While panel 

regressions, including fixed and random effects, are able to correct for this lack of 

independence, they are not very suitable for aid analysis. This is because many of the 

independent variables used in the analysis vary only minimally over time (in other words, 

they behave much like time-invariant variables). As a result, panel regressions will drop many 

of these variables from the analysis, producing biased results. Random effects regressions, 

which allow for variation both within and across the panel data, can be used to analyze how 

responsive aid is to changes in the variables over the years within a particular country 

(demonstrating how often aid organizations update their flows to reflect changes in 

characteristics over the years), but such information does not directly relate to our 

understandings of how characteristics determine allocations to begin with. Consequently, an 

empirical framework that is more sensitive to many of these “sticky” variables is needed. 

 The following analysis therefore makes use of ordinary least squares (OLS) 

regressions. However, the standard errors are clustered by country to account for the lack of 

independence among these observations. This approach allows us to make use of less time-

variant variables while obtaining standard errors that are robust. In addition, many of the 

countries analyzed do not receive aid from all or some of the organizations studied. 

Consequently, there are many countries with observations of zero aid across the years. The 

analysis therefore makes use of a Tobit model as a robustness check that allows for non-

linear effects at the lower limit of observations (in this case, zero dollars of aid)1. The 

standard errors of these coefficients are clustered by country as well. The coefficients on 

these OLS and Tobit regressions therefore represent the significance and relative importance 

of many recipient country characteristics in different bilateral and multilateral aid flows. 
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Variables and Their Interpretations 
 To capture the allocation decisions among various aid agencies, the dependent 

variable for all of these regressions is the amount of aid each country gets from the 

institution in a given year. This data is taken from the Organization for Economic 

Cooperation and Development (OECD)2 statistics. Only aid classified as Official 

Development Assistance is counted towards a countries total aid, excluding any aid flows 

that are not official intended to promote economic growth such as military aid. Therefore, 

we are able to reject the possibility that the stated or official goal of any of the aid is not for 

economic development3. Aid data is collected from five institutions: the US Agency for 

International Development (USAID, or U.S. Bilateral Flows), the World Bank’s 

International Development Association (IDA), the United Nations Development Program 

(UNDP), the Asian Development Fund (AsDF) and African Development Fund (AfDF). 

The organizations are chosen to reflect variation in the voting share of the United States as 

well as differences in membership. These factors are important restrictions on the ability of 

the United States to manipulate aid flows in some organizations. Data is collected form 2003 

to 2009 in order to capture a period in which American strategic interests are for the most 

part consistent. 

 The first set of variables is used to capture the economic and humanitarian elements 

of aid decisions. Variables in this category are meant to reflect attributes that are thought to 

demonstrate need for foreign aid. Many of the basic country characteristics are taken from 

the World Bank Development Indicators, including the population, GDP per capita and life 

                                                                                                                                                                             
1
 For most regressions, random effects specifications were run as a robustness check. These results are not 

reported. 
2
 Statistics on aid distributions for all organizations analyzed in this paper are available in the development 

statistics section of the OECD Statistical Database (See http://stats.oecd.org/Index.aspx) 
3
 Details on what the OECD considers to be Official Development Assistance can be found at 

http://stats.oecd.org/glossary/detail.asp?ID=6043 
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expectancy. The values of each of these variables are logged to ensure normal distributions. 

Countries with larger populations, lower income per capita, and lower life expectancy are 

viewed as in need of more aid. These countries may not have domestic savings that can be 

used to make the investments in physical or human capital that is seen as necessary to long-

term economic growth. Organizations that allocate more aid to countries according to these 

predictions can be seen as motivated by humanitarian concerns. 

 Additional variables are used to demonstrate characteristics of countries that might 

use aid more effectively, therefore providing an efficiency basis for aid allocations. The first 

variable is an average of the World Bank’s quality of government measures, taken from the 

World Bank’s Worldwide Governance Indicators. This variable takes into account 

characteristics including control of corruption, government effectiveness, political stability 

and absence of violence, regulatory quality, the rule of law and accountability that might be 

viewed as important to the efficient use of aid once it is given to a particular country. 

Therefore, we would expect an aid agency that is concerned with the efficacy of its aid to 

give more money to countries that have a higher quality of governance. Organizations that 

give more aid to countries according to this prediction can been be seen as motivated by 

economic or efficiency concerns. 

More independent variables are included to represent a variety of different strategic 

and political characteristics that might make a recipient more appealing to donor countries. 

Variables in this strategic vector are taken from a variety of sources and are all meant to 

reflect American strategic interests.  

The first strategic characteristic is democracy and governance. Data for this strategic 

consideration is taken from the Freedom House index on political rights. A donor or 

multilateral organization might want to allocate more money to democratically governed 
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countries as a matter of ideology or to offer a reward to countries to incentivize 

democratization. Organizations that use aid as a tool for democratization should be 

observed allocating more aid to countries that have higher scores on the democracy index. 

Aid flows following this pattern would support the donor interest model. 

Countries may also seek to use development aid to improve their economic 

prospects in the recipient country, developing foreign markets and increase demand for a 

donor country’s goods. As a result, data on American exports and imports to recipient 

countries are included. This data is taken from Organization for Economic Cooperation and 

Development. An important trading partner, such as a country that engages in large amount 

of trade with America, may be rewarded with more aid. As a result, countries that have high 

trade flows are expected to receive more aid based on the donor interest model. 

 In addition, aid may be used as a “carrot” to encourage other countries to pursue 

policies most in line with the donor countries interests. As a result, political allies may 

receive special treatment in aid decisions. A “political ally” is a very hard term to define. 

Many previous works, including Alesina and Dollar (2000), have used agreement in United 

Nations General Assembly votes as a proxy for this relationship. However, a better measure 

of political allegiance is found in the State Department’s calculations of voting coincidence 

among only strategically important results. Votes on these issues better reflect a countries 

interests, rather than attempts to buy more aid by voting with donors on votes that do not 

have a significant impact. A country with higher voting coincidence can expect larger aid 

flows according to donor interest considerations. 

 Another important strategic interest for the United States is the increased 

immigration from many developing countries that has accompanied the recent wave of 

globalization. The United States may seek to limit the amount of low-skilled immigrants that 
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come form a certain country by aiding in that countries economic development and 

decreasing the incentive for immigrations to come to the United States in search for more 

jobs or higher wages. Immigration data is also taken from the Organization for Economic 

Cooperation and Development and represents the amount of immigrants each country sends 

to the United States each year. An organization that sends more aid to countries that have 

increased immigration flows can be seen as following the donor interest model. 

 A final mechanism through which donor countries can use aid to further strategic 

goals is by allocating a larger amount of aid to geostrategically important allies. This factor 

differs from political allies in that the donor country’s primary interest in the recipient is 

military in nature rather than political. Data from the United States Agency for International 

Development (UAID) records the amount of American military aid that each country 

receives, which can serve as a suitable proxy for geostrategic importance. Clearly, a country 

that receives a large amount of military aid would also receive a large amount of 

development aid according to the donor interest model. 

 Also included in regressions are regional dummy variables. These geographic 

characteristics of countries are included to control for the possibility that aid organizations 

also allocate aid to countries due to regional characteristics. It is possible that one aid agency 

allocated aid differently to countries in the Middle East and North Africa than to Sub-

Saharan Africa. Regional dummies are taken from the World Bank, which segregates 

countries into the following groups: Latin America and the Caribbean, Europe and Central 

Asia, South Asia, East Asia and the Pacific, North Africa and the Middle East and Sub-

Saharan Africa. East Asia and the Pacific is omitted from the regressions to avoid problems 

of multicolinearity.  
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 These variables represent a wide variety of economic, need-based and strategic 

considerations that a country or multilateral agency might take into account when making its 

lending decisions. A positive or negative coefficient that is statistically significant will 

indicate that a certain aid organization allocates more or less aid to a country with that given 

characteristic holding all other characteristics constant. The following analysis demonstrates 

that a clear separation of need-based and efficiency considerations and strategic 

considerations among multilateral and bilateral aid is not supported by the data. Economic 

and need-based variables are often significant in the determinations of American bilateral 

flows, while American strategic concerns often dictate the lending decisions of multilateral 

organizations over which it has some control.  

 
Compete Control: U.S. Bilateral Aid Flows (U.S. Agency for International Development) 
 The obvious place to start when trying to understand U.S. decisions over its strategic 

uses of development aid is with its own bilateral aid agency. The United States distributes aid 

to a majority of developing countries in the world through its Agency for International 

Development, a quasi-independent agency of the United States Department of State. 

Obviously, the United States has complete control over the lending decisions of this 

organization. This has often led to the finding that U.S. bilateral aid is used for strategic 

purposes. 

 The empirical analysis of U.S. bilateral aid from 2003 to 2009 paints a slightly more 

complex picture of American lending decisions. Table 1 reports the results of the clustered 

OLS and Tobit regressions for U.S. bilateral flows. Contrary to much of the past research on 

American aid, need-based considerations seem to play a large role in allocation decisions. 

The coefficients for population, gross domestic product per capita and life expectancy all 

have the expected sign and are statistically. A fair amount of strategic considerations has 
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influenced U.S. bilateral flows as well. Coefficients for political allegiance, immigration and 

geostrategic important are all positive and high statistically significant, demonstrating their 

prominence in aid decisions.  

Measures of economic interests, such as US imports and exports to the country, lack 

statistical significance, suggesting a lack of consideration for economic interests in U.S. 

bilateral flows. In addition, measures of democracy and the quality of governance lack 

statistical significance as determinants of U.S. bilateral flows. Finally, while all the regional 

dummies have positive signs, only Sub-Saharan Africa is statistically significant, meaning that 

its receives more aid than the omitted regional dummy (East Asia and the Pacific). We must 

therefore conclude that there are characteristics unique to African countries, or to Sub-

Saharan Africa as a group, that cause increased aid flows from the U.S. Agency for 

International Development.  

 Despite the significant number of countries that do not receive aid from the United 

States but do from multilateral organizations (zero observations in the data), all of the 

coefficients retain their signs and statistical significance in the Tobit regression (also reported 

in Table 1). This should offer some degree of confidence to the robustness of these results. 

  These results demonstrate that American bilateral aid is driven by a wide variety of 

interests, that span from strategic to need-based. While the United States does seem to use 

aid as a political instrument, as a means to achieve specific strategic objectives, it is also 

sensitive to developing countries need for such aid. This description comes into conflict with 

the prevailing view of bilateral as simply a tool of political influence.  

 
Heavy American Influence: The World Bank Aid Flows (IDA) 
 One of the most important organizations for the financing of developmen, the 

World Bank allocates significant amounts of aid to developmenting countries separate form 
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U.S. bilateral flows. Though it is a multilateral organization, the United States holds the most 

voting shares in the organization with almost 134 percent. That voting share allows the 

United States to veto any major change to the bank and wield significant influence over the 

voting on loan packages to recipient countries (as has been documented in the aid literature).  

While the United States does not have complete control over the World Bank’s lending 

decisions (like it does for its own bilateral flows), it is possible that it uses its influence in the 

World Bank to direct aid to particular countries according to certain considerations. 

 The empirical analysis of the World Bank’s aid flows is reported in Table 2. It shows 

that the International Development Association’s aid allocations are not driven by the same 

motivation as U.S. bilateral flows in many cases.  Among need-based variables, only 

population is significant and with the expected sign. While it is surprising that other need-

based variables such as life expectancy and GDP per capita are not significant determinants 

of aid flows, this might be due to the limited countries that IDA is able to lend to. Only 

countries that are categorized as low income or lower middle income by the World Bank are 

eligible for IDA aid. As a result, the analysis of IDA aid is already restricted to low-income 

countries, which may mask the fact that the countries receiving aid are poorer than most. 

Also important is the positive and statistically significant coefficient for government 

effectiveness, which demonstrates a commitment to the effective use of aid by the World 

Bank.  

Measures of U.S. strategic interest present a more mixed picture. Less democratic 

countries receive more aid while countries that receive more U.S. military aid also receive 

more World Bank aid. The opposite influence of democracy on recipients aid flows may be 

                                                           
4
 The voting shares for all multilateral lending organizations were taken from the Congressional Research 

Service report “Multilateral Development Banks: U.S. Contributions FY2000-FY2011”, published March, 

2011. U.S. voting shares for all organizations are reported in Appendix C. 
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due to the World Bank’s doctrine of excluding political considerations from its criteria. The 

relationship between U.S. military aid and IDA aid is certainly a surprising result, but may be 

due to the World Banks increased use of aid as a tool against state failure and terrorism 

(Mallaby, 2006). The United States may use this newfound perspective in the World Bank to 

increase the allocation of aid to geostrategic allies. Whether this is driven by U.S. influence 

alone or the convergence of the interests of many donors, more aid is being distributed to 

countries that are strategically important to the United States. 

 World Bank aid can therefore be seen as influenced by a mix of both need-based, 

economic and U.S. strategic considerations. This result conflict with the view of the World 

Bank as an institution that is independent. While the World Bank seems to place a higher 

emphasis on the efficacy of the aid it distributes that USAID, many strategic concerns are 

also influencing aid decisions. If the United States is able to use multilateral aid like IDA 

loans to further its strategic goals in addition to USAID, then the consider-ation of these 

flows as separate decisions must be questioned. 

 
Minimal American Influence: United Nations Aid Flows (UNDP) 
 Another organization that allocates aid to a wide variety of countries is the United 

Nations Development Program, which is a part of the UN General Assembly. It has a 

separate executive board of 36 members with certain spots allocated for countries in each 

geographic region. It is governed very differently from most other aid organizations, as aid 

packages are voted on by a one vote per country criteria rather than a weighted voting share 

based on a country’s contribution of funds. While the United States is a member of the 

UNDP executive board, it clearly lacks the type of influence it has over other aid 

organizations. As a result, it serves as an interesting case in which U.S. influence is more 

restricted then in most organizations. 
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 The empirical analysis of UNDP aid allocations is reported in Table 3. The results 

for the most part demonstrate the influence of need-based and economic considerations 

over U.S. strategic motives. All of the need-based variables have their expected sign and are 

highly statistically significant. Interestingly, the quality of governance variable is negative and 

statistically significant, perhaps revealing the prioritization of need over efficiency in UNDP 

allocation decisions. Such dynamics would not be surprising as the UNDP is one of the few 

organizations in which developing countries have increased influence in aid allocation 

decisions. Many developing countries might use that control to allocate aid to countries that 

might not receive more aid otherwise, regardless of effectiveness. As was expected, most 

U.S. strategic variables lack statistical significance, with the exception of U.S. imports, which 

has a negative sign. As a result, if any U.S. strategic considerations are taken into account in 

the UNDP, it is clearly not to further those interests. 

 These results show the limits of U.S. influence over some aid flows. While the 

United States may be able to use its increased voting shares in some multilateral aid 

organizations, it does not or cannot extend that influence to the UNDP. Therefore, it is 

probably not appropriate to view UN aid as an avenue through which the United States can 

further its strategic goals. 

 
Varying U.S. Influence: Regional Development Banks Aid Flows (AsDF and AfDF) 
 While small in funds and more limited in their recipient focus, regional development 

banks (RDBs) are an important component of development aid flows. While there are a 

variety of regional development banks spanning most geographic regions of the world, two 

of the most important organizations in terms of size and focus on development are the 

Asian Development Bank (AsDB) and African Development Bank (AfDB). Like the World 

Bank, only some of the lending activities of these organizations are directed to low-income 
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countries, while other loans are made to more creditworthy countries in order to make 

enough profits to cover the administrate costs of the organizations. As a result, only the 

Asian and Africa Development Funds (AsDF and AfDF) are analyzed, to remove the 

possibility of creditworthiness representing a large determinant of allocation decisions. There 

are substantial differences between the organizations, namely geographic focus and the U.S. 

voting share. While the U.S. holds a 12 percent voting share in the AsDF, its share is only 6 

percent in the AfDF. As a result, we would expect to see different influences of U.S. 

strategic variables between these organizations. 

 The empirical results, reported in Table 4, certainly show differing influences. 

Among the need-based variables, the only statically significant consideration was for GDP 

per capita in the AsDF, with the expected negative sign. In addition, quality of government 

was only significant in the AsDF flows, again with a negative sign. In terms of strategic 

consideration, the AsDF is shown to offer more aid to countries with greater imports from 

the United States, a demonstration of America’s economic interests. The increased role of 

American economic interests may not be surprising when one considers that the other major 

donor to the AsDF is Japan, who has similar economic interests to the United States. For 

the African development bank, immigration flows to the United States appear to be related 

to higher AfDF aid. The significance of this strategic consideration lacks a clear explanation, 

but the overall lack of statistical significance among variables might be due to the fact that 

other countries interests are more influential in the AfDF, where U.S. power is clearly 

diminished. 

It is important to note however, that the number of observations among these 

regional development banks is limited due to the decreased number of countries that these 

organizations can give aid to. It is therefore not very surprising that most of the variables 
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lack significance. Another possibility is that the true determinants of these aid flows has not 

been accounted for in variables used in the regressions. This certainly seems like a likely 

possibility for the AfDF, where the variables account for only a small variation in the 

differences of AfDF aid flows (demonstrated by the low adjusted r-squared term). 

 While data limitations restrict the conclusions that we can draw from the analysis of 

regional development bank aid flows, the influence of U.S. strategic considerations remains 

important in some cases. These results fit the pattern of the United States using different aid 

organizations for a variety of purposes. There seems to be limited support for the 

conclusions that economic considerations are important to the aid given by the AsDF. The 

differences between these regional development banks also seems to confirm that the voting 

share the United States holds in the institution relates to the amount of influence it holds 

over allocation decisions, and informs the type and magnitude of the strategic interests 

pursued. Results from the AfDF demonstrate that neither need-based/economic nor U.S. 

strategic considerations can account for most of the allocation decisions. Perhaps the 

interests of other major donors, or of African countries collectively, are more important 

determinants of aid flow in an organization relatively independent from developed country 

influence.   

 
IV. Bilateral/Multilateral Aid Interactions in the Strategic Setting   
 When the allocation of decisions of a wide variety of multilateral organizations are 

taken into account, it is clear that strategic considerations play an important role in many of 

these organizations. As a result, it is incorrect to view these organizations as completely 

devoid of political pressure from donors. Yet, if donors are able to influence the allocation 

of multilateral aid as well as bilateral aid, then a donor must decide through which 

organization it will send aid to achieve its strategic goals. As a result, a country might receive 
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more multilateral aid because a donor country decided that multilateral organizations were 

the best way to achieve its goals. Or it might receive more multilateral aid because a country 

views it as a compliment to bilateral aid. Looking at aid allocations in isolation would pick 

neither of these effects up.  

 We therefore need to model aid decisions in a way that reflects the decision-making 

process that major donors such as the United States encounter when devising strategic uses 

of aid. This will require not only establishing a framework to capture the dynamics of all 

types of aid but also rethinking how we determine state’s intentions. The rest of this paper 

offers some guidance for improving our understanding of aid flows in the strategic context. 

After discussing some conceptual and theoretical improvements to the study of strategic aid, 

a preliminary empirical analysis is conducted and its implications discussed. 

 
Some Theoretical Intuitions about Strategic Aid 
 One of the issues with treating bilateral and multilateral aid in isolation is that, while 

they both provide similar services to recipient countries, they differ widely in their 

procedures and outcomes. In fact, multilateral institutions were created to produce different 

outcomes than bilateral efforts; many would hope there would be some important variances 

between aid types. Countries understand the differences between the two types of 

development aid and make decisions about which institutions and organizations best suit 

their strategic goals. When making these decisions, it is possible that donors are taking into 

account two important differences between the types of aid: institutional constraints and 

credibility. 

 Multilateral aid organizations are by definition made up of various member or donor 

countries.  Decisions in these organizations are dictated by votes in executive councils, rather 

than congressional mandate or bureaucratic decision-making. Therefore, the United States, 
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who lacks a majority of voting power in all multilateral organizations, must convince other 

donor state’s to vote on loan packages it wants. Therefore, it will be constrained in pursuing 

strategically motivated aid decisions when other donors object. According to a “donor-

perspective” model of strategic uses of multilateral aid, a strategic donor will pursue its 

interests in multilateral organizations in issue areas that it can successfully convince other 

donors to accept. The types of strategies that can be sold to other donors must offer mutual 

benefits or result in positive outcomes for the international community as a whole. Issue 

areas that are more likely to meet this criteria may include strategic goals such as economic 

promotion that provide mutual benefits to most donors through increased markets for 

exports. Rewarding political allies may be more difficult as political allegiances may differ 

across major donors. 

 Another important aspect of multilateral aid is its perceived credibility in the 

recipient countries. Many aid programs require recipient countries to make painful 

adjustments to government action. Aid is given as a reward for pursuing sound policy. This 

dynamic is even more pronounced in strategic uses of aid that are meant to induce recipient 

countries to pursue certain policies in exchange for aid, as a sort of bribe. Yet these 

objectives, be they economic or strategic, will only be accomplished if the recipient country 

believes that the donor will cut off aid if the reforms are not enacted. Only then will 

recipient governments have sufficient incentives to proceed with changes or reforms. 

Bilateral aid flows have been notoriously insensitive to the enactment of conditions attached 

to the distribution of aid. The United States has historically keep sending money to 

governments that failed to pursue reform out of a fear that cutting off aid would mean a 

switch to the enemies sphere of influence. Multilateral aid organizations, on the other hand, 

have had a better tract record (though far from perfect) in enforcing the conditions it puts 
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on its aid. A “recipient prospective” model of the strategic uses of aid would predict that 

those interests which require countries to make painful reforms will be pursued in 

multilateral organizations where they hold more credibility. Strategic considerations that 

require painful reforms might include democratization or trade liberalization but not political 

allegiance. 

 There are clear differences between the types of aid that influence these 

organizations viability and efficacy in pursuing certain strategic goals. It is possible that 

multiple factors are influencing these decisions, or that the relative strengths of these 

considerations changes based on circumstance. A better understanding of the flows of 

strategic aid requires theoretical intuitions such as these that provide a clearer “division of 

labor” between the types of aid that have not been discussed in previous literature. 

 
Determining Donor Intentions 
 Equally important in explaining strategic aid flows is understanding what sorts of 

strategies donors are pursuing in particular countries. Previous studies of aid flows have 

looked to the characteristics of countries to determine intent. When a donor allocates more 

aid to a country that is more democratic, it is often assumed that the donor is pursuing a 

democracy promotion strategy or is at least favoring countries that pursue democracy. 

However, a well thought out democracy promotion strategy might target countries that are 

viewed as undemocratic or undergoing transitions in regimes. The same paradox goes for 

many other types of aid. Just because a country with a certain characteristic is receiving aid 

does not mean that a country is actively pursuing a strategy related to that characteristic. 

How then to we determine donor strategies? 

 Increased transparency in bilateral aid flows can provide us with key insights into 

donor intent. Recently available data from the U.S. State Department, National Security 
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Council and USAID have provided detailed disaggregated accounts of where development 

aid is being allocated once it has reached a country5. When a country’s development aid is 

being used for democracy promotion projects, we can rest assured that democracy 

promotion is a strategy that the donor is pursuing. The U.S. has categorized its aid into the 

following categories: peace and stability, democracy and human rights, economic 

development, health, education and social services and humanitarian assistance. Further sub-

categories within each aid type provide greater levels of detail. These categories of aid 

provide a wide variety of strategic objectives that can be used to understand decision-making 

with strategic aid.  

Replacing country characteristics with information on the type of projects pursued in 

a country not only offers a more accurate depiction of strategic intent but also allows 

analysts to evaluate aid decisions depending on the type of strategies being pursued. 

Evaluating aid decisions by strategic considerations allows one to test the predictions of the 

donor and recipient perspective models regarding the types of considerations that strategic 

donors are making when deciding what mechanisms to use to allocate aid. 

 
Modeling Aid as a Strategic Decision 
 A final consideration in understanding the flows of strategic aid is ensuring that 

empirical models reflect the complex decision-making that strategic donors face. Any goal 

has at least two possible avenues with which to pursue it (bilateral and multilateral). The 

decision will ultimately be made by considering the benefits and constraints each avenue 

entails for the given strategic conisederation. Therefore, we must incorporate both bilateral 

and multilateral flows into empirical models. 

                                                           
5
 Disaggregated aid data by project from 2006 onward can be found at foreignassistance.gov  
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 In seeking to understand the amount of aid a country gets from a particular 

multilateral donor, we must take into account the amount of bilateral aid that country 

received. By looking at certain strategic goals, and determining whether countries in which 

these goals are being pursued are getting more multilateral or bilateral aid, we can discover 

the dynamics of strategic decisions by the donors. Complex decisions like these are hard to 

tease out into mathematical expressions, and there are many possible econometric 

techniques to incorporate these complex dynamics. But accounting for both types of 

international aid is necessary to capture the true influences on strategic aid flows. 

 
A Preliminary Empirical Analysis of Strategic Aid Decision-Making 
  The changes to the study of aid just addressed are important for understanding how 

multilateral and bilateral aid interact with donors, recipients and each other to explain aid 

allocations. Complex decisions will likely require complex econometric models. What 

follows is a simple preliminary empirical analysis into the United States strategic use of 

multilateral aid by treating it in a comprehensive manner. While the analysis only offers 

limited insights, the results demonstrate the operation of such comprehensive models and 

highlight what future work is needed to further the study of strategic aid flows. 

 To test empirically for the relationship between the two forms of aid, the analysis is 

restricted to just two types of aid and repeated for each multilateral organization in our 

dataset. We must incorporate bilateral and multilateral aid into the same model. This is 

accomplished using an equation series that controls for the relationship between the two 

forms of aid (bilateral and multilateral) among different strategic considerations.  The 

following regression equations are estimated                                     
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In looking at both U.S. bilateral and multilateral channels for aid, we control for 

many of the need-based and efficiency characteristics of the country. The previous section 

demonstrated these considerations’ importance to both types of aid flows. The coefficients 

for the specific U.S. goals demonstrate how much more aid a country will receive from 

multilateral organizations when a particular goal is being pursued. Controlling for the 

amount of bilateral aid a country has received not only allows one to determine whether 

bilateral and multilateral aid are substitutes or compliments, but it also controls for the 

possibility that strategic goals can be pursued through bilateral flows as well. Combined with 

the more accurate proxies for the types of policies that the United States is pursuing, this 

framework should better reflect the dynamics of both types of aid from the U.S. perspective. 

Only with such a comprehensive analysis can we truly understand how the United States 

strategically used development aid. 

 
Preliminary Analysis of Strategic Aid Decision-Making 
 The results of the empirical analysis present an interesting dynamic between 

multilateral and bilateral aid in which distinct strategic interests of the United States are 

pursued more aggressively among the different types of aid. Only flows from World Bank 

and UNDP are examined since other organizations do not have enough observations for a 

suitable empirical analysis. Two separate specifications were attempted. The first treated 

strategy as a dummy variable, where any aid given to a specific issue-area was interpreted to 

mean that the United States was pursuing a strategic goal related to that issue (hereafter 

referred to as the binary specification). The second specification looked at the amount of 

money allocated to a specific issue area as a percentage of total aid to the country (hereafter 

referred to as the relative strength specification). These measures are meant to reflect the 

relative aggressiveness with which the United States has pursued these strategic goals. 
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 The results for the World Bank are given in Table 5. The binary specification 

demonstrates a rather interesting dynamic between U.S. bilateral and World Bank aid. 

Among the strategic goals, only economic development is positive and statistically 

significant. This means that the goal of economic development is more often pursued in the 

World Bank. The relative strength specification, however, shows that democracy and human 

rights promotion goals lead to less IDA aid while education/social services and economic 

development goals increase IDA aid. These results conform to the predictions of a “donor 

perspective” model. Results from the UNDP are reported also given in Table 5. American 

pursuit of democracy promotion seems to decrease UN aid while health-related goals have 

the opposite effect. The comprehensive analysis once again confirms the lack of U.S. 

strategic considerations in UNDP aid allocation. 

 The preliminary results offer some interesting insights but are quite limited in their 

abilities to offer many conclusions. Low numbers of observations as well as high 

proportions of unassigned aid projects lead one to question the strength of the data. What is 

clear is that further work is needed in which field. More data needs to be collected that looks 

not only at the country in question but also at where that money goes within the country. 

Better economic models should be developed that are able to capture the decisions between 

aid organizations. These contributions will lead to a much more robust understanding of 

strategic aid flows and allow policymakers and scholars to understand the effects of strategy 

on aid allocations and outcomes. 

 
V. Conclusions: Implications for the Efficiency of Multilateral Aid 
 Despite the poor performance of development aid, recent studies of aid have held 

out optimism that multilateral aid, which is perceived as more insulated from the political 

pressures that have plagued the allocation of bilateral aid, can be send sent to the most 
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deserving and effective recipients. The results presented in this study demonstrate the need 

for a reevaluation of the prospects of efficient allocation of multilateral aid. Individual 

analysis of the flows of many bilateral and multilateral institutions shows that need-based, 

efficiency and strategic criteria are used in all forms of aid. The lack of independence of 

many of these multilateral institutions has allowed the United States to pursue some of its 

strategic goals through the use of multilateral aid.  

Clearly, not all multilateral aid is distributed for U.S. strategic purposes. However, 

the reported results require the development community to start viewing U.S. strategic 

objectives in a broader manner. The United States has various strategic goals that it hopes to 

accomplish through the distribution of aid, and economic development is often prominent 

among those goals. However, the mechanisms through which American policymakers have 

to pursue these goals are varied. Differences in multilateral and bilateral aid, as well as 

between different multilateral organizations, offer the United States different prospects for 

feasibility and success. A more accurate account of the United States strategic uses of 

multilateral aid takes into account these multiple avenues through which goals can be 

achieved. It rejects the division of labor that has been established by previous aid literature. 

 The aspect of aid that has been analyzed here, decisions over allocation, can offer 

only limited predictions to its effects and outcomes in recipient countries. Previous work has 

demonstrated that aid leads to effective outcomes in only a limited number of circumstances. 

While there is still much debate over this “optimal” environment for aid, there is good 

reason to think that U.S. strategic interests are not an important contribution to this 

environment. The increased role of U.S. strategic interests is therefore not likely to be a 

positive influence on outcomes for multilateral. 
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 This analysis has demonstrated a need to rethink the study of strategic uses of aid. 

Further studies should incorporate the possibility of multiple avenues to pursue strategic 

goals into their analysis. With the collection of more disaggregated data on where bilateral 

aid is going within countries, and improved econometric models that are able to account for 

multiple options for strategic goals, the study of strategic development aid can offer more 

insights to the aid community and inform prospects of success of aid in promoting 

economic growth (and possibly for strategic goals as well). Much of aid is strategic in nature, 

and it is important to identify institutions and situations in which aid is allocated to countries 

where positive outcomes are more likely. Teasing out the strategic motives in aid allocation 

requires the type of reconsideration of aid decisions that has been approached in this paper. 

The most important conclusion of this study that we have we have quite limited knowledge 

of strategic aid flows and future work should seek to address this shortfall. 
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Table 1: U.S. Bilateral Flows 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 (1) (2) 

Aid USAID USAID 

Constant -183.819 -233.517 

Population .293 

(.120)** 

.342 

(.132)*** 

GDP/Capita -.199 

(.091)** 

-.240 

(.095)** 

Life Expectancy -.057 

(.019)*** 

-.065 

(.019)*** 

Quality of Gov. -.080 

(.132) 

-.081 

(.116) 

Democracy .016 

(.065) 

.030 

(.171) 

Imports -.057 

(.047) 

-.046 

(.050) 

Exports .027 

(.116) 

-.043 

(.130) 

Pol. Allegiance 1.364 

(.465)*** 

1.467 

(.508)*** 

Immigration .564 

(.148)*** 

.668 

(.117)*** 

Military Aid .069 

(.024)*** 

.079 

(.027)*** 

South Asia .476 

(.457) 

.133 

(.505) 

Europe/Cent. Asia .648 

(.471) 

.448 

(.545) 

Mid East/N.  Africa .637 

(.631) 

.484 

(.687) 

Sub-Saharan 

Africa 

.792 

(.455)* 

.676 

(.476) 

Latin America/ 

Caribbean 

-.094 

(.423) 

-.184 

(467) 

Year .092 

(.030)*** 

.118 

(.036)*** 

Observations 771 771 

Adjusted R
2 .5183 .1747 

Model Clustered 

OLS 

Clustered 

Tobit 
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Table 2: World Bank (IDA) Flows 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 (1) (2) 

Aid IDA IDA 

Constant -23.531 -22.557 

Population .831 

(.192)*** 

.883 

(.219)*** 

GDP/Capita .226 

(.194) 

.384 

(.257) 

Life Expectancy .020 

(.029) 

.019 

(.032) 

Quality of Gov. .223 

(.117)* 

.260 

(.136)* 

Democracy -.273 

(.119)** 

-.302 

(.136)** 

Imports -.009 

(.080) 

-.006 

(.090) 

Exports -.076 

(.116) 

.105 

(.127) 

Pol. Allegiance .196 

(.560) 

.142 

(.625) 

Immigration -.280 

(260) 

-.310 

(.293) 

Military Aid .049 

(.017)** 

.056 

(.019)*** 

South Asia .190 

(.909) 

.232 

(1.024) 

Europe/Cent. Asia .001 

(.917) 

.057 

(1.026) 

Mid East/N.  Africa 1.04 

(.903) 

1.199 

(1.138) 

Sub-Saharan 

Africa 

.226 

(1.06) 

.302 

(1.220) 

Latin America/ 

Caribbean 

-.316 

(.885) 

-.309 

(.996) 

Year .007 

(.048) 

.006 

(.054) 

Observations 403 403 

Adjusted R
2 .4618 .1372 

Model Clustered  

OLS 

Clustered 

Tobit 
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Table 3: United Nations (UNDP) Flows 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 (1) (2) 

Aid UNDP UNDP 

Constant -130.513 20.128 

Population .229 

(.028)*** 

.264 

(.030)*** 

GDP/Capita -.098 

(.030)*** 

-.114 

(.040)*** 

Life Expectancy -.015 

(.005)*** 

-.017 

(.005)*** 

Quality of Gov. -.057 

(.031)** 

-.073 

(.034)** 

Democracy -.004 

(.018) 

-.006 

(.018) 

Imports -.026 

(.015)* 

-.022 

(.015) 

Exports -.045 

(.031) 

-.078 

(.034)** 

Pol. Allegiance .043 

(.119) 

.051 

(.134) 

Immigration .043 

(.035) 

.062 

(.036)** 

Military Aid -.004 

(.003) 

-.004 

(.004) 

South Asia .371 

(.134)** 

.338 

(.126)*** 

Europe/Cent. Asia -.199 

(.122) 

-.211 

(.130) 

Mid East/N.  Africa -.378 

(.133)** 

-.422 

(.138)*** 

Sub-Saharan 

Africa 

.026 

(.199) 

-.010 

(.121) 

Latin America/ 

Caribbean 

-.237 

(.123) 

-.154 

(.125) 

Year .065 

(.009)*** 

.071 

(.010)*** 

Observations 771 771 

Adjusted R
2 .7809 .6415 

Model Clustered  

OLS 

Clustered 

Tobit 
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Table 4: Regional Development Bank (AsDF and AfDF) Flows 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 (1) (2)  (3)  (4) 

Aid AsDF AsDF AfDF AfDF 

Constant -418.137 -748.930 -146.062 -203.907 

Population -.143 

(.325) 

,199 

(.401) 

-.151 

(.219) 

-.251 

(.322) 

GDP/Capita -1.921 

(.533)*** 

-2.080 

(.639)*** 

.040 

(.177) 

.050 

(.276) 

Life Expectancy .068 

(.057) 

.099 

(.071) 

-.004 

(.034) 

.000 

(.049) 

Quality of Gov. -.426 

(.221)* 

-.836 

(.313)*** 

.043 

(.289) 

.009 

(.389) 

Democracy .013 

(.135) 

.129 

(.188) 

-.066 

(.135) 

-.035 

(.085) 

Imports .372 

(.133)*** 

.404 

(.165)** 

.128 

(.094) 

.207 

(.144) 

Exports -.269 

(.233) 

-.626 

(.325)* 

-.291 

(.196) 

-.474 

(.305) 

Pol. Allegiance -1.411 

(.990) 

-1.411 

(1.739) 

-.751 

(.834) 

-.223 

(1.283) 

Immigration -.270 

(.368) 

-.407 

(.557) 

.883 

(.391)** 

1.287 

(.565)** 

Military Aid -.002 

(.013) 

-.011 

(.040) 

-.063 

(.034) 

-.044 

(.408) 

Year .214 

(.078)*** 

.378 

(.132)*** 

.076 

(.056) 

.106 

(.087) 

Observations 173 173 291 291 

Adjusted R
2 .5196 .1896 .1076 .0303 

Model Clustered 

OLS 

Clustered 

Tobit 

Clustered 

OLS 

Clustered 

Tobit 
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Table 5: Integrated Flow Analysis 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 (1) (2)  (3)  (4) 

Aid IDA IDA UNDP UNDP 

Constant -214.341 -344.324 -84.858 -93.167 

Bilateral Aid .044 

(.191) 

.172 

(.186) 

.051 

(.019)*** 

.052 

(.020)*** 

Population .537 

(.139)*** 

.471 

(.135)*** 

.243 

(.029)*** 

.238 

(.020)*** 

GDP/Capita .318 

(.225) 

.235 

(.193) 

-.060 

(.027)** 

-.061 

(.028)** 

Life Expectancy -.018 

(.019) 

-.009 

(.016) 

-.026 

(.005)*** 

-.028 

(.005)*** 

Quality of Gov. .457 

(.143)*** 

.273 

(.107) 

.007 

(.091) 

-.018 

(.032) 

Import -.007 

(.072) 

.062 

(.077) 

-.025 

(.014)* 

-.021 

(.015) 

Export -.084 

(.100) 

-.109 

(.092) 

-.042 

(.030) 

-.046 

(.031) 

Peace/Security -.404 

(.511) 

-.004 

(.004) 

.008 

(.033) 

.000 

(.001) 

Democracy/ 

Human Rights 

-.069 

(.403) 

-.018 

(.008)** 

-.025 

(.014)* 

-.002 

(.001) 

Health 

 

Education/ Social 

Services  

-.392 

(.399) 

.530 

(.367) 

-.006 

(.004) 

.020 

(.007)*** 

.130 

(.091) 

.074 

(.078) 

.002 

(.001) 

.003 

(.003) 

Economic Dev. 

 

Humanitarian 

Assistance 

Year 

 

.837 

(.491)* 

.469 

(.289) 

.105 

(.084) 

.026 

(.008)*** 

-.006 

(.005) 

.169 

(.092)* 

.082 

(.111) 

.002 

(.070) 

.043 

(.014)*** 

.000 

(.002) 

-.004 

(.001)** 

.047 

(.015)*** 

Observations 219 219 417 417 

Adjusted R
2 .5156 .5269 .7644 .7616 

Model Binary 

Specification 

Relative 

Strength 

Specification 

Binary 

Specification 

Relative 

Strength 

Specification 
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Appendix B: Results (OLS) by Organization 

 
 
 
 
 
 
 
 
 
 

 Bilateral Aid Multilateral Aid 

Aid USAID World Bank UNDP AsDF AfDF 

Constant -183.819 -23.531 -130.513 -418.137 -146.062 

Population .293 

(.120)** 

.831 

(.192)*** 

.229 

(.028)*** 

-.143 

(.325) 

-.151 

(.219) 

GDP/Capita -.199 

(.091)** 

.226 

(.194) 

-.098 

(.030)*** 

-1.921 

(.533)*** 

.040 

(.177) 

Life Expectancy -.057 

(.019)*** 

.020 

(.029) 

-.015 

(.005)*** 

.068 

(.057) 

-.004 

(.034) 

Quality of Gov. -.080 

(.132) 

.223 

(.117)* 

-.057 

(.031)** 

-.426 

(.221)* 

.043 

(.289) 

Democracy .016 

(.065) 

-.273 

(.119)** 

-.004 

(.018) 

.013 

(.135) 

-.066 

(.135) 

Imports -.057 

(.047) 

-.009 

(.080) 

-.026 

(.015)* 

.372 

(.133)*** 

.128 

(.094) 

Exports .027 

(.116) 

-.076 

(.116) 

-.045 

(.031) 

-.269 

(.233) 

-.291 

(.196) 

Pol. Allegiance 1.364 

(.465)*** 

.196 

(.560) 

.043 

(.119) 

-1.411 

(.990) 

-.751 

(.834) 

Immigration .564 

(.148)*** 

-.280 

(260) 

.043 

(.035) 

-.270 

(.368) 

.883 

(.391)** 

Military Aid .069 

(.024)*** 

.049 

(.017)** 

-.004 

(.003) 

-.002 

(.013) 

-.063 

(.034) 

South Asia .476 

(.457) 

.190 

(.909) 

.371 

(.134)** 

- - 

Europe/Cent. Asia .648 

(.471) 

.001 

(.917) 

-.199 

(.122) 

- - 

Mid East/N.  Africa .637 

(.631) 

1.04 

(.903) 

-.378 

(.133)** 

- - 

Sub-Saharan 

Africa 

.792 

(.455)* 

.226 

(1.06) 

.026 

(.199) 

- - 

Latin America/ 

Caribbean 

-.094 

(.423) 

-.316 

(.885) 

-.237 

(.123) 

- - 

Year .092 

(.030)*** 

.007 

(.048) 

.065 

(.009)*** 

.214 

(.078)*** 

.076 

(.056) 

Observations 771 403 771 173 291 

Adjusted R
2 .5183 .4618 .7809 .5196 .1076 

Model Clustered 

OLS 

Clustered 

OLS 

Clustered 

OLS 

Clustered 

OLS 

Clustered 

OLS 
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Appendix C: U.S. Vote Share by Organization 

Organization Contribution Share Voting Share 

World Bank (IDA) 21.5% 11.2% 

United Nations (UNDP)6 -- 2.7% 

Asian Development Fund 10.6% 12.8% 

African Development Fund 12.7% 6.1% 

 

                                                           
6
 Calculation based on equal voting weight among all 36 executive board members 


