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ABSTRACT 

 

 This study examines variations in the lending strategies of the four main agencies 

of the World Bank. Countries with similar basic development and demographic attributes 

often receive very different amounts of financial support from the different agencies of 

the World Bank. Utilizing regression analysis of panel-data covering the years between 

1990 through 2011, the study finds that variation in the allocation of development aid 

both within and between the different World Bank agencies (IBRD, IDA, IFC, and 

MIGA) do not generally reflect patterns in objective indicators of economic need or 

institutional quality among recipients. Rather, statistical analysis shows that World Bank 

aid is positively correlated with several measures of donor influence. Utilizing a multi-

donor model of political influence, the study finds evidence that the Bank’s top donors, 

countries such as the United States, United Kingdom, and Japan disproportionately 

influence the Bank to lend in ways that support their foreign policy interests. Countries 

with close economic, political, and geostrategic ties to powerful donors tend to receive 

more aid on average than their less well-connected peers. The data show that the Bank 

often lends in ways that contradict its own lending criteria. Despite the Bank’s explicit 

emphasis on economic need and institutional quality, the agencies of the World Bank 

often provide greater amounts of assistance to those with less need and poor quality 

governance. The study has implications for the study of international organizations, 

institutional design, and how donor influence at the World Bank is mediated by variations 

in internal agency structures.   
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CHAPTER 1  

INTRODUCTION: EXPLAINING PATTERNS IN DEVELOPMENT AID  

  

 The World Bank Group (WBG) is an international organization tasked with 

promoting economic development and combating poverty in the developing world. As 

part of its mission, the Bank helps to plan, implement, and fund development projects 

which among other things, build schools, water treatment plants, and hydroelectric dams. 

The World Bank is one of the largest, most well-funded, and influential international 

institutions in the world. With a staff of over 9,000 and operations in 188 countries, the 

Bank has a truly global reach. In addition to the global scale of its operations, the Bank 

also commands significant financial resources. In 2012 the WBG distributed $52.6 billion 

dollars’ worth of development aid, a value which is greater than the gross domestic 

product (GDP) of most developing nations (World Bank Annual Report 2012a)1. Given 

its depth of resources, the scope of its reach, and its unique mandate, the Bank has a 

profound impact on the lives of millions of people across the globe.  

 The WBG is composed of five agencies, four of which are engaged in 

development activities while the fifth provides dispute resolution services to mediate 

conflicts between investors and the Bank’s members2. The main branch of the WBG 

group is the International Bank for Reconstruction and Development (IBRD). Its sister 

                                                           
1 As of 2011 60% of the World’s nations had economies worth less than $50 billion dollars. 
2 The International Centre for the Settlement of Investment Disputes (ICSID) serves as a dispute resolution 

forum for borrowers and private investors. In providing such services, the ICSID helps to induce private 

investment, by reducing uncertainty surrounding the risk of doing business in developing countries. Given 

that the ICSID engages in mediation rather than the provision of investment funding it is not included as 

part this study.  
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agency is the International Development Association (IDA), which provides low interests 

loans and grants to the World’s most impoverished nations3. In addition to the IBRD and 

IDA, the WBG is also composed of the International Finance Corporation (IFC), and the 

Multilateral Investment Guarantee Agency (MIGA). The IBRD, IDA, and IFC provide 

developing countries access to capital through the use of loans, grants, and in the case of 

the IFC, direct investment. The IBRD and IDA offer funding to the governments of 

developing countries, whereas the IFC lends directly to private industries in the 

developing world. MIGA differs from the other arms of the WBG, in that it provides an 

indirect form of development assistance. Rather than awarding funding directly to 

recipient countries, MIGA works to attract foreign investors by providing investment risk 

insurance4.  

 This dissertation seeks to better understand the factors which influence how the 

World Bank distributes its development aid. The central question motivating the project 

is, what explains variation in the Bank’s lending behavior? In other words, why do some 

countries receive more aid than others, especially when such countries share similar 

development attributes? In seeking to answer this question, the study will also touch on 

issues of World Bank independence. There are two dominant images of the World Bank. 

The first depicts the institution as a technocratic international bureaucracy which awards 

funding based on objective development criteria. The second portrays the Bank as an 

                                                           
3 Technically, the IDA is not a distinct entity from the IBRD; rather, it is separate lending modality or pool 

of funds from which borrowers may draw upon. However, it is often treated as a separate institution, as it is 

in the present study.  
4 MIGA provides various forms of non-commercial investment insurance to private investors which seek to 

do business in the developing world. MIGA investment guarantees protect investors from commercial 

losses due to political factors such as war, civil unrest, currency inconvertibility, and government 

expropriation of foreign assets or breaches of contract. 
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instrument of Western political power, in which development aid is distributed according 

to the foreign policy dictates of the Bank’s most influential members—principally the 

United States. According to the former, the Bank is an autonomous institution which 

takes its cues from member-states, but largely charts an independent course. In contrast, 

the latter characterizes the Bank as little more than a tool of powerful Western donors As 

Bank commentator Robert Wade has described the situation, the Bank is “a source of 

funds to be offered to US friends or denied US enemies” (Wade 2002, p. 203). 

 Existing explanations of the Bank’s behavior center on two, largely competing 

narratives which tend to reinforce the “independent versus captured” dichotomy 

described above. The first, and dominant explanation, is derived from studies which 

focus directly on the Bank’s provision of development capital. Such studies find that the 

Bank’s behavior is heavily influenced by international political pressures. Several studies 

have shown that politically well-connected countries are both more likely to receive 

development aid and tend to receive larger volumes of funding than their less well-

positioned peers (Andersen et al. 2006, Dreher et al. 2009, Fleck and Kilby 2006, 

Vreeland and Dreher 2014). The main implication of such studies is that development aid 

is subject to politicization from powerful states—specifically the United States. From this 

perspective, the Bank is viewed as subordinate to the whims of its most powerful 

members. In contrast, a second set of studies on reform periods within the Bank 

highlights the organization’s ability to resist external pressures and maintain an 

independent course (Nielson and Tierney 2003, Nielson et al. 2006, and Weaver 2008). 

These studies focus on various dimensions of the principal-agent relationship between the 
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Bank and its most influential members, to explain the organization’s ability to resist the 

demands of powerful states.   

 I find that in reality, the Bank lays somewhere in between these two narratives, 

being subject to donor-state pressures, but not so much so that is it loses its independence 

or that it becomes simply a clearinghouse to reward the politically connected. Utilizing 

data on the Bank’s lending behavior across all four development arms of the WBG 

between 1990 through 2011, I find consistent evidence that the amount of aid countries 

receive is positively correlated with their political and economic ties to the Bank’s largest 

donors. Across multiple dimensions of donor influence, including hitherto untested 

measures, countries with closer geostrategic ties to the Bank’s largest donors tend to 

receive more aid than their peers.  

 Most importantly, I find that a multi-donor model of political influence is an 

improvement over traditional models which tend to overlook the impact of donors other 

than the United States. Along several dimensions of donor influence the Bank’s other top 

donors, Japan, Germany, the United Kingdom, and France are all shown to exert a 

statistically significant impact on the organization’s lending habits. I find that in contrast 

with the emphasis of much of the literature, the politicization of development aid is not 

confined exclusively to the US. Yet, while this finding confirms the basic insight of the 

foreign aid literature, the evidence presented throughout this study also sets limits on the 

extent of donor influence. Across the different agencies which make up the WBG, donor 

influence accounts for, on average, approximately 15-20% of the observed variation in 
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Bank’s various investment portfolios5. In other words, international politics is a 

significant force influencing how funding is allocated, but it is far from the driving force 

implied by the foreign aid literature. The evidence presented throughout this study shows 

that the World Bank retains significant levels autonomy vis-a-vis donor states.  

 Delineating the role of politics in the aid allocation process shows that while 

donor influence is an important consideration, the Bank is far from the empty vessel it is 

often portrayed as being. However, this does not mean that the Bank follows its stated 

course of lending primarily based on objective development indicators. In fact, the 

Bank’s track record on adherence to its own lending criteria is rather poor. I find that 

with a few exceptions the different agencies of the WBG tend to give only partial 

consideration to need when awarding aid. Similarly, as this study will demonstrate, on 

average, borrowers’ governance characteristics have little influence on the amount of the 

funding they receive. In many cases, corrupt countries with poor rule of law are found to 

receive more aid than their well-governed peers. On the whole, most development aid is 

awarded to large, economically productive, and relatively affluent countries which are 

politically well connected to the Bank’s largest financial backers.  

  The remainder of this chapter is organized as follows. Section 1 contextualizes 

the Banks’ funding activities, describes the aggregate patterns in its lending and 

highlights the major variation of interest in this study.  Sections 2 and 3 describe the 

relevant literature on the World Bank and summarize the theoretical expectations which 

are derived from it. Section 4 provides an overview of the main findings of this study, 

                                                           
5 With the exception of MIGA, where politics plays a reduced role (refer to chapter 6 for details).  
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and finally, section 5 outlines the structure of the broader dissertation and the major 

contributions of each chapter.   

 

 (1.1) The Empirical Puzzle: Variation in World Bank Lending  

 The World Bank Group is composed of several interrelated agencies which 

provide a combination of technical assistance, advisory services, and access to 

investment capital. Its missions are to promote economic growth, alleviate poverty, and 

improve the quality of life of those living in the developing world. The provision of 

development financing has long been the Bank’s primary activity—although, over the 

years, the Bank’s activities have diversified, such that technical assistance and advisory 

services have become an increasingly important feature of the Bank’s work. This project 

focuses specifically on the Bank’s role as a source of investment capital. The different 

agencies which make up the WBG offer several aid modalities including, loans, grants, 

equity investment, and investment insurance. In exploring the Bank’s funding decisions, 

this study is primarily concerned with understanding why the annual amount of aid 

received varies between countries, especially among those with similar development 

characteristics.  

 Before diving into the details of variation in the Bank’s lending behavior it will be 

helpful to contextualize the organization’s development efforts by considering several 

recent projects the Bank has funded. To begin, consider the example of the Sichuan 

Wudu Irrigation Development Project which the Bank funded in China, in 2012. This 

project was based in the Southern-Central portion of China, in the Mianyang Prefecture. 
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Given the region’s extreme spatial and temporal concentration of rainfall, water 

management is of vital importance to both local agricultural production and the broader 

regional economy. To better capture, manage, and distribute the region’s water resources 

and by extension eliminate water shortages, improve agricultural yields, and increase the 

standard of living for local farmers the Bank provided a $100 million loan to the Chinese 

government in order to help fund a $658 million irrigation project (World Bank 2010).  In 

addition, to funding such physical infrastructure projects, the Bank also works to support 

the development of public institutions such as education and social safety net services. 

For example, the Bank funded a $1.5 million loan to the Pakistani government in 2012 to 

help expand the nation’s social safety net program (World Bank 2011). The same year 

the Bank also provided $1 million to the government of Moldova to pay for expansions in 

the nation’s rural education services (World Bank 2012b).  As these examples illustrate, 

the World Bank works with local partners on the ground in poor countries to promote 

development through a variety of pathways, whether they be infrastructure, safety net 

programs, or educational services.  

 This study is concerned not with the details of any specific aid project or class of 

projects; rather, I focus attention on the aggregate patterns in the Bank’s lending 

activities. During the 1990s and early 2000s, the WBG funded thousands of projects, 

providing economic assistance to nearly every country in the developing world. During 

this period the Bank awarded over $690 billion in development aid to support projects 

ranging from the construction of schools and power plants to the creation of public 
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institutions6. Examination of how the Bank allocates funding across different countries 

reveals considerable variation. Utilizing data on the Bank’s lending behavior during a 

period between 1990 through 2011, I find seemingly anomalous concentrations of 

funding which cannot be explained with reference to basic development indicators. 

Across the different agencies which make up the WBG, recipients with similar economic 

attributes often receive dramatically different amounts of funding. It is this unexplained 

variation that is the core empirical puzzle at the heart of this project.  

  There is considerable variation in the amount of aid countries receive. This 

variation is reflected in the summary statistics presented in Table 1.1. For example, at the 

Bank’s private sector lending division, the IFC, the total amount of aid countries received 

ranges from as little $300 thousand to as high as over $6 billion7. To a certain extent, 

such large variation makes sense given the great diversity of the World Bank clients—

from small island nations such as Fiji to the large economies of China and India. The 

average recipients’ experience varies across the different branches of the WBG.  At 

IBRD and the IDA, the typical country received between approximately $900-960 

million worth of aid cumulatively. At the IFC and MIGA on the other hand, the typical 

aid recipient received much less assistance, ranging between $80-140 million.  

  

 

 

                                                           
6 The $690 billion figure is a conservative assessment of the amount of aid the WBG has awarded, due to 

the fact that complete data on the IFC’s investment portfolio is only available beginning in 1995. As such, 

the actual amount of IFC aid distributed since 1990 is well over the $70 billion reported in Table 1.1.  
7 The small West African nation of Guinea-Bissau received only $300 thousand worth of cumulative 

investment, whereas, the IFC’s largest client, Brazil, received over $6 billion in financial support. 
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Table 1.1: Summary Statistics on World Bank Lending Between 1990 through 2011 

 IBRD 

 

IDA IFC* MIGA 

Total Aid Awarded  381b 184b 70.5b  22.6b  

Average Annual Aid  4.3b  2.1b 569m  225m  

Median Annual Aid  966 m  899m 140m  81m  

Standard Deviation  8.3b  3.7b 1.1b  354m  

Minimum – Maximum  (6.5m – 36.2b) (1.5m -26.2b) (300k – 6b) (910k – 2b) 

Countries  88 87 124 101 

     
The IFC data pertain to the years between 1995-2010 only, due to data availability restrictions.  

The Bank’s lending is highly skewed in favor of a small handful of recipients. At 

each agency of the WBG, the top 10 recipients receive the majority of funding. For 

example, at the IBRD, the top 10 recipients received 66% of all funding, compared to 

57% at the IDA, 54% at the IFC, and 48% at MIGA. Given the highly skewed nature of 

World Bank aid, it is important to contrast the experience of the typical country against 

those which dominate the Bank’s lending portfolios. At the IBRD and IDA for example, 

the top ten clients received, on average, between $11-25 billion dollars compared to the 

$900-960 million received by the median borrower. Similarly, at the IFC and MIGA the 

top ten received between $1-4 billion on average compared to the $80-140 million 

received by the typical client.   

Although there is variation across the agencies of the WBG, several countries 

emerge as leading beneficiaries of development aid. The large emerging economies of 

Brazil, Russia, India, and China, often referred to as the BRIC countries, are a few of the 

leading recipients of World Bank aid; followed closely by Mexico, Indonesia, Turkey, 

and Argentina. These countries have received billions of dollars separately from each 

agency of WBG while the average Bank client has received significantly less. This trend 

clashes somewhat with the Bank’s image as a need-based organization, as the top 
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beneficiaries of development aid tend to be the developing world’s star economic 

performers. 

The Bank’s heavy concentration of aid into a small number of recipients is the 

most immediately striking feature of the distribution of development aid; however, it is 

not especially interesting, as most aid goes to countries with large populations and 

therefore greater absorptive capacity. Much more interesting is the variation which 

persists once we account for borrowers’ basic development attributes. As Figure 1.1 

illustrates, countries with similar basic demographic and development attributes often 

have very different experiences with the World Bank. On the left-hand side of Figure 1.1, 

we can see that at the main agency of the WBG, larger more populous countries clearly 

receive more aid than their smaller peers. Yet, we also observe that countries with similar 

size average populations have received vastly different amounts of development support 

(variation along the vertical axis). The same pattern of unexplained variation persists 

when accounting for borrowers’ economic productivity. On the right-hand side of Figure 

1.1, we again see that countries with similar size economies often have very different 

experiences borrowing from the IBRD.    
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Figure 1.1: Aggregate IBRD Aid Received by Development Attributes (1990-2011) 

 
Here we can see that countries such as Argentina and Poland, Pakistan and Nigeria, or Iran, Egypt, and 

Turkey share similar basic development attributes, yet receive very different levels of support from the 

IBRD.  

 

The experiences of countries such Argentina and Poland are illustrative of this 

pattern. Both share nearly identical average economic traits, yet Argentina received more 

than double the amount of aid than Poland. On average, both countries had populations of 

approximately 37 million, economies worth between $200 and $270 billion a year, and 

per capita incomes between $6,300 and $6,800. Despite their similarities, Argentina 

received 122 different loans worth over $24.4 billion in aid from the IBRD, while Poland 

received only 48 loans worth $11.3 billion. Given their similar basic development 

profiles, it is puzzling that Argentina should fall 1.6 standard deviations away from 

Poland in the distribution of IRBD funding. As we can see in Figure 1.1, the experiences 

of Argentina and Poland are not outlier events. The divergent experiences of Turkey, 

Egypt, and Iran at the IBRD further highlight this trend. The three countries share similar 

basic demographic and development attributes, yet Egypt received over three times more 

aid than Iran, while Turkey received over eleven times more8.  

                                                           
8 Iran, Egypt, and Turkey all had average populations of between 60-70 million, and economies worth $80-

400 billion. Iran received $2.2 billion in aid from the IBRD, while Egypt received $7.3, and Turkey $24 

billion.  
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Similar examples abound throughout the investment portfolios of the other 

agencies of the WBG. At the IDA for instance, Uzbekistan and Kenya had comparable 

average populations, levels of economic productivity, and per capita income. Yet despite 

their analogous levels of need, the Bank’s discount lending arm awarded Uzbekistan over 

nine times more funding than Kenya9. Similarly, at the IFC, Georgia received $437 

million in funding compared to neighboring Armenia’s $62 million. This pattern applies 

not just to loans and grants, but also to the allocation of investment insurance. For 

example, at MIGA, Croatia received investment risk insurance worth $934 million 

cumulatively compared to Slovakia’s $96 million. Given that these country dyads share 

virtually identical basic development traits it is puzzling that they should receive such 

dramatically different amounts of aid.   

 

 (1.2) Explaining the Bank’s Lending Behavior  

 Existing explanations of the Bank’s behavior center on two, largely competing, 

narratives. Studies which focus directly on the Bank’s provision of development 

assistance argue that lending decisions are heavily influenced by international politics. 

Several studies have shown that politically well-connected countries are both more likely 

to receive development aid and tend to receive larger volumes of funding than their less 

well-positioned peers (Andersen et al. 2006, Dreher et al. 2009, Fleck and Kilby 2006, 

Kilby 2013, Vreeland and Dreher 2014). For example, temporary members of the United 

Nations Security Council (UNSC) have been shown to receive disproportionately high 

                                                           
9 Uzbekistan received $5.8 billion dollars, while Kenya was awarded only $644 million dollars.  
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levels of funding from both the IBRD and IDA (Dreher et al. 2009 and Vreeland and 

Dreher 2014). This fact is presented as evidence that international politics drives the 

Bank’s lending decisions. Vreeland and Dreher (2014) suggest that powerful countries 

pressure the Bank to increase lending to temporary UNSC members in exchange for their 

support on important votes undertaken by the Security Council. This interpretation is 

supported by additional evidence which shows that developing countries with close, 

economic, political, and geostrategic ties to the United States are both more likely to 

receive development aid and to receive greater amounts of funding than their peers 

(Andersen et al. 2006, Fleck and Kilby 2006, and Kilby 2013). The main conclusion of 

such studies is accurately captured by the following quote from Hans Morgenthau, “much 

of what goes by the name of foreign aid today is in the nature of bribes…a price paid for 

political services rendered or to be rendered” Morgenthau (1962, p. 302).  

 The literature regarding the politicization of World Bank aid is supported by 

similar findings for both bilateral aid flows and IMF funding. The general consensus on 

the determinants of bilateral foreign aid is that donors overwhelmingly provide greater 

levels of assistance to countries deemed politically important (Alesina and Dollar 2000, 

Meernick et al. 1998, Lundborg 1998). For example, there is considerable evidence that 

wealthy donor-states trade foreign aid for political support in the United Nations (UN) 

(Vreeland and Dreher 2014, Kuziemko and Wreker 2006, and Reynolds and Winters 

2016).  

 Additionally, there is strong evidence that IMF funding is likewise tied to 

international political considerations. Several studies have demonstrated that politically 

connected countries receive preferential treatment from the International Monetary Fund 
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(IMF). For example, temporary members of the UNSC tend to participate in a greater 

number of IMF programs than non-UNSC countries (Dreher et al 2009a). Similarly, on 

average UNSC members also receive fewer conditions attached to such funding (Dreher 

et al 2015). In addition to vote buying associated with the politics of the UN Security 

Council, there is also evidence that the United States pressures the IMF to lend in ways 

that support its specific foreign policy agenda. Both Thacker (1999) and Barro and Lee 

(2001) have found that countries which support the US’s foreign policy in the UN 

General Assembly (UNGA) are more likely to receive an IMF loan than countries which 

oppose US policy. There is also evidence that those which vote more closely with the US 

receive greater value IMF loans with fewer conditions attached (Oatley 2003, Dreher and 

Jensen 2003). 

 The main implication of the foreign aid literature is that development aid, both 

bilateral and multilateral, is awarded principally according to the dictates of international 

politics. From this perspective, the Bank is viewed largely as beholden to its most 

powerful donor, the United States. In contrast with this narrative is a subset of the World 

Bank literature which focuses on the Bank as an international organization. Several 

studies, which step back and examine a broader swath of the Bank’s behavior, beyond its 

lending functionality, have shown that along certain dimensions the Bank is independent 

and often able to resists external pressure from donor states (Nielson and Tierney 2003, 

Nielson et al. 2006, and Weaver 2008).  

 Studying periods of organization reform within the Bank, Nielson and Tierney 

(2003) argue that because the Bank is beholden to multiple donors at once, often with 

divergent preferences, it is frequently able to resist pressure to reform by playing 
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competing interests against one another.  Similarly, Weaver (2008) argues that being 

beholden to multiple member-states simultaneously is the cause of what she describes as 

hypocritical behavior by the World Bank (Weaver 2008). According to Weaver, the Bank 

often pays lip service to its members’ diverse policy interests, appearing to embrace 

donor concerns when in reality it has little to no interest in the actual policy in question. 

Additionally, Nielson et al. (2006) further highlight the Bank’s independence from its 

donors by showing that reforms advocated by members-states are more likely to be 

successfully adopted when they “fit” within the Bank’s existing organizational norms. 

From this perspective outside pressure from donors-states is unlikely to be receptive 

within the Bank unless it tied to the Bank’s internal culture or policies. Each of these 

studies stresses the Bank’s independence and highlight institutional mechanisms which 

limit the influence of powerful donors. In light of the insights from the IO literature, we 

have good reason to suspect that; one, the United States is not alone in its ability to 

influence how the World Bank distributes development aid and two that its influence is 

much more limited than the foreign aid literature suggests.  

 

(1.3) Design and Expectations  

 Utilizing quantitative analysis of panel data covering the years between 1990 

through 2011, this study focuses on three broad classes of explanatory variables which 

are argued to impact the Bank’s funding decisions, international politics related to donor-

state influence, economic need among the Bank’s clients, and borrower’s governance 

attributes.  
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Figure 1.2: Influences on the World Bank’s Lending Decisions  

 

 This study adopts an expansive view of donor influence. Existing studies tend to 

focus exclusively on the importance of the United States. In contrast, I test a multi-donor 

model of political influence by creating dyadic measures of the economic, political, and 

geostrategic relations between each of the Bank’s clients and its top-five largest financial 

donors, the United States, Japan, Germany, the United Kingdom, and France. Extending 

one of the basic insights of the foreign aid literature, which argues that development aid 

is largely awarded according to the political preferences of wealthy and influential 

donors, I expect that countries with close economic and political ties to the Bank’s top 

donors receive more aid than their peers. In order to test this proposition, I examine 

several dimensions of donor-borrower relations, including trade ties, bilateral aid flows, 

political affinity, and military relations.  

 In addition to evaluating the extent to which donor-borrower relations drive 

lending decisions, I also account for country-level characteristics identified by the Bank 

as important factors in deciding how to award development aid. Given the Bank’s 

mandate to promote economic growth and alleviate poverty, objective indicators of need 

are expected to be a significant influence in determining why some countries receive 



 17 

 

more aid than others. As such, this study controls for several dimensions of need, 

including, access to capital, both foreign and domestic, indicators of economic 

performance such GDP growth, productivity, and per capita income, and finally several 

dimensions of public health which serve as proxy measures of poverty.  

The Bank is also concerned with the quality of government institutions among its 

clients. Beginning in the mid-1990s the Bank became increasingly concerned with 

corruption and good governance among its clients. As a growing body of evidence 

emerged showing the link between institutional quality and aid effectiveness the Bank 

incorporated consideration of governance attributes into its formal lending criteria. For 

example, numerous studies have shown that aid is more likely to promote economic 

growth and reduce poverty in developing countries when those countries have good 

policies and quality public institutions (Burnside and Dollar 2000 & 2004, Collier and 

Dollar 2002). Similarly, Dollar and Levin have shown that individual World Bank 

projects are more likely to be successful when implemented in countries with high-

quality public institutions (Dollar and Levin 2005). In addition to looking at how various 

dimensions of institutional quality affect aid outcomes, several studies have examined the 

impact of government type. Such studies have generally found that democracies are more 

likely to experience positive development outcomes than authoritarian countries (Kosack 

2003, Wright 2008, Winters 2010a). As such, this study examines the impact of 

characteristics such as a nation’s ability to control corruption, maintain political stability 

and the rule of law, the quality of regulatory standards, and regime type. In keeping with 

the Bank’s stated governance and anticorruption strategy (GAC) countries with better 
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quality governance and institutional capacity are expected to receive more aid than their 

less well-governed peers.   

 

 (1.4) Summary of Main Findings  

 Comparing the annual amount of funding recipients receive against their political 

ties with key donors, economic attributes, and governance characteristics, I find evidence 

which supports the multi-donor model of political influence. Across each agency of the 

WBG political influence related to the Bank’s top five donors is positively correlated 

with the annual amount of funding countries receive. Recipients with closer economic, 

political, and geostrategic ties to donor countries such as the United States, United 

Kingdom, and Japan tend to receive more aid than their peers. This finding expands our 

understanding of how politics influences the distribution of development aid in several 

ways. Existing studies tend to focus on the main agencies of the WBG, the IBRD and 

IDA. However, as the data shows, the Bank’s lesser known agencies, the IFC and MIGA 

also appear subject to external political pressures. More importantly, the evidence 

presented in chapters 3 through 6 shows that the United States is not alone in its ability to 

influence how the World Bank allocates development aid.  

 Not only is the US not alone in its influence over the Bank, but in several 

instances, donors such as the United Kingdom appear to exert greater influence. For 

example, at the IFC, the United Kingdom appears to play a greater role than the US in 

determining how development aid is awarded. Of the multiple dimensions of donor-

borrower relations examined to test for the presence of political manipulation, a greater 
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number of variables designed to capture UK influence are found to exert a statistically 

significant influence over the IFC than similar variables which capture US influence. 

Further, US influence appears to be the weakest at MIGA, where ties to the United States 

are surprisingly found to negatively impact both the probability of receiving aid and the 

amount of funding awarded. These findings challenge arguments which assert the 

primacy of US influence over how the World Bank allocates development aid. Following 

the well-established logic of donor influence arguments found in the foreign aid 

literature, this study finds evidence which suggests that the United States does not enjoy 

exclusive influence over the Bank. In fact, in several instances, the US is either less 

willing or able to guide lending decisions than some of the Bank’s other top donors.  

This study also shows that the Bank’s track record on need-based lending is rather 

mixed. Across the different agencies of the WBG need plays a limited, and often 

contradictory, role in how development aid is awarded. Borrowers’ economic attributes 

consistently account for approximately one-third of the observed variation in the Bank’s 

investment portfolios, but not always in ways that we might expect. Of the various 

dimensions of need examined, only a country’s most basic indicators are found to exert a 

consistent and significant influence in the anticipated direction. Across all agencies of the 

WBG, larger more populous countries tend to receive more aid. At the IBRD, IFC, and 

MIGA borrowers with low growth rates are found to receive increased levels of aid. Yet, 

the remaining economic attributes have a highly variable and often contradictory impact 

on aid outcomes. On the whole, it seems that Bank gives partial consideration to need 

when awarding development aid, but it is clearly not the main factor behind funding 

decisions.  
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Similarly, the role of countries’ governance attributes has a marginal effect on 

how the Bank awards development assistance. At most agencies of WBG variables which 

measure institutional quality have little significant aggregate impact on funding 

decisions. The one major exception to this characterization is the IDA, where the Bank 

seems to have made the most progress in implementing its good governance agenda. At 

the IDA, the evidence shows that on average those with less corruption and better 

regulatory environments receive more development support. Overall, the Bank’s track 

record on promoting institutional development and good governance in the 1990s and 

early 2000s is poor. 

The World Bank’s funding decisions are the result of a complex process which is 

influenced by several factors. The data presented in the subsequent chapters provides 

evidence that international politics is a key component in understanding why some 

countries receive more aid than others. However, the nature and extent of political 

influence differ significantly from what we have come to believe. The World Bank is not 

merely a tool of US foreign policy, rather, it appears to be subject to external pressures 

from multiple donors. One of the main findings of this study is that the US does not hold 

a monopoly over the Bank’s funding decisions. Yes, US friends and allies tend to receive 

more aid on average than their peers. Yet, there is evidence which shows that likewise, 

those with close ties to the Bank’s other largest donors also receive increased levels of 

development assistance. In fact, at several agencies of the WBG, it appears that the US 

exerts less influence than the United Kingdom. Additionally, as chapter 4 will explore, 

the extent of donor influence often varies both temporarily and geographically.  There is 

some indication that IDA aid became more politicized in the wake of the 9/11 terror 
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attacks. For example, military dimensions of donor-borrower relations are a statistically 

significant influence on the IDA in the post 9/11-time period, but not in the 1990s. 

Similarly, select dimensions of donor influence are only found to exert influence over the 

IDA in geographic regions in which the West is engaged in its War on Terror.  

In addition to expanding traditional notions of donor influence, this project also 

reveals the limits of such influence. Conventional accounts stemming from the foreign 

aid literature portray international politics as the greatest influence over the Bank’s 

funding decisions; however, while this study finds ample evidence of political meddling, 

such influence is far from the driving force behind the variation observed in the Bank’s 

various investment portfolios. Despite the complicated relationship between borrowers’ 

economic characteristics and the Bank’s funding decisions, such factors are the greatest 

single class of influence over funding allocations. Somewhat unsurprisingly, borrowers’ 

basic economic attributes, factors such as population, GDP growth, and access to certain 

types of capital are the strongest single class of influence on variation in the amount of 

aid countries receive. However, while such factors account for a plurality of the observed 

variance they do not represent a majority. Economic attributes account for approximately 

one-third of the variation in the Bank’s lending behavior. In contrast, the political 

influence of the Bank’s top five donors accounts for approximately one-fifth of such 

variation. In other words, politics matters, but it is one among several different influences 

which guide the Bank’s lending policy. Utilizing methodological techniques to parse the 

remaining unexplained variance, I find that approximately another one-fifth is attributed 

to a combination of past lending or as of yet unexplored national-level attributes. Further, 

another third is associated with unknown factors which operate at the international level. 
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A sizeable portion of which is likely due to internal Bank processes associated with 

variation in the Bank’s organizational culture and institutional design.   

In the final analysis, I find that large, relatively affluent, and economically 

productive countries with strong economic, political, and geostrategic ties to important 

donors tend to receive the most development aid. Overall, need plays a smaller role than 

we might expect, but borrowers’ economic attributes are the greatest single factor 

influencing the Bank’s funding decisions. Yet, along several key dimensions, the Bank is 

shown to behave in conflict with need-based criteria. Lastly, despite all the Bank’s 

rhetoric about promoting good governance and institutional development, the evidence 

shows that borrower’s governance characteristics have little impact on the Bank’s lending 

habits. The one exception is IDA where the Bank seems to have made the most progress 

in implementing its good governance agenda.  

These findings portray the Bank as an international institution subject to multiple 

external pressures; yet, one that is able to maintain significant autonomy vis-à-vis donor 

states. Countries like the United States, United Kingdom, Japan, and to a lesser extent 

Germany, and France appear to use multilateral development aid to support their 

individual foreign policy agendas. However, while there is evidence of donor influence, 

the Bank is still able to maintain a large degree of autonomy. Donors are often able to 

have their interests expressed in the Bank’s lending behavior, but such preferences are far 

from the main force driving the Bank’s funding decisions. In keeping with the insights 

from both the foreign aid and IO literature, the Bank is subject to donor-state pressure, 

yet the presence of multiple donors corresponds with considerable Bank autonomy.  
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(1.5) Plan of this Dissertation  

 The dissertation proceeds as follows. Chapter 2 provides a detailed discussion of 

the literature on the World Bank and foreign aid more generally. It lays out the case for 

adopting a multi-donor framework and situates this study’s contribution to understanding 

the World Bank’s lending behavior. Additionally, chapter 2 also describes the 

methodology and data employed in this analysis. Chapters 3 through 6 analyze the 

investment decisions of each of the Bank’s four development arms. Chapter 3 is the first 

empirical case study on the Bank’s main agency, the International Bank for 

Reconstruction and Development (IBRD). At the IBRD the data show that aid allocation 

decisions are a product of both international politics and basic economic considerations—

although only partially in accordance with need-based expectations.  

 The evidence presented in chapter 3 offers moderate support for the multi-donor 

model, but reveals clear signs of donor influence. The data shows that borrowers’ trade 

relations with each of the Bank’s top five donors are positively correlated with the value 

of aid received. The results pertaining to bilateral aid flows are less robust, as only US 

and Japanese aid are found to have a positive relationship with the value of IBRD aid. 

Finally, the findings related political affinity at the IBRD suggest that the US is the only 

top donor which is able or willing to exert political pressure related to UN voting habits. 

Additional, chapter 3 demonstrates that borrower’s need for development assistance and 

governance characteristics have only limited influence over the amount of funding they 

receive.   

 Chapter 4 focuses on the Bank’s concessional lending division, the International 

Development Association (IDA). The evidence pertaining to donor influence at the IDA 
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offers much more robust support for the multi-donor model. Donors appear to have 

significantly greater leverage at the IDA than the IBRD.  Again, we find that donor-

borrower trade relations are positively correlated with funding decisions. We also find 

that bilateral aid from the United States, United Kingdom, and Japan are positively 

correlated with IDA lending habits. Further, countries with greater political affinity with 

both the US and Japan are shown to receive increased levels of aid. Surprisingly, need 

seems to play a reduced role at the IDA, with only two of the eight economic attributes 

behaving as expected—population and domestic saving rates. Unlike its record on need-

based lending, the evidence presented in chapter 4 indicates that the IDA has done more 

to implement that Bank’s good governance agenda than its sister agency. At the IDA 

democratic countries, with less corruption than their peers, and better regulatory 

environments tend to receive increased levels of aid.    

 Chapter 5 examines the Bank’s private sector lending division, the International 

Finance Corporation (IFC), where once again we find robust evidence which supports the 

multi-donor model. Trade relations with the US, UK, and France are all positively 

correlated with amount of IFC funding countries receive. Similarly, those with greater 

geostrategic ties to the US, UK, and Japan are found to receive elevated levels of aid—as 

indicated by bilateral aid flows. Finally, the United Kingdom is the only donor which 

appears to exert pressure on the IFC related to UN voting behavior. In terms of need and 

institutional quality, the IFC behaves like its peers. Only two of the eight economic 

attributes examined behave as predicted by need-based arguments—population and 

growth rate. Like its peers, the IFC appears to give some consideration to its clients’ 

institutional quality, as democracies and those with high-quality regulatory standards tend 
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to receive more aid. Yet, overall, borrowers’ institutional characteristics have little impact 

on how the IFC awards development funding.  

Chapter 6 is the final empirical case study on the Bank’s youngest agency, the 

Multilateral Investment Guarantee Agency (MIGA). Chapter 6 utilizes a slightly different 

set of methodological techniques to evaluate the various influences on MIGA’s aid 

allocation decisions. Due to eccentricities in MIGA’s investment portfolio, a two-stage 

regression model is employed in place of the single-stage models used in chapters 3-5. In 

addition, an additive index is used in place of the various separate dimensions of donor 

influence. Despite the methodological adjustments to the research design, both the basic 

logic of the test and its outcome remains consistent with previous cases.  

Once more there is evidence that investment decisions are made with donor 

preferences in mind; however, the nature and extent of donor influence differs from the 

other agencies of the WBG. The United States appears to yield the weakest influence at 

MIGA, where on average countries with closer ties to the US do not receive greater levels 

of development assistance. In fact, there is some indication that such countries actually 

receive less aid. The strongest donor influence at MIGA comes from the United 

Kingdom. According to the data, countries with closer economic and political ties to the 

UK are more likely to receive an investment guarantee. In terms of need and institutional 

quality, MIGA looks very similar to the IFC. Only basic indicators of need and select 

institutional attributes operate as expected. The evidence presented in chapter 6 reveals 

that MIGA is the most independent agency of the WBG, being insulted from donor 

related political pressures and to a certain extent, the Bank’s broader policy agenda.  
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Finally, chapter 7 summarizes the main findings from each of the empirical 

chapters and discusses how they impact our overall understanding of the World Bank, 

both in terms of its lending behavior and its organizational independence. This chapter 

also discusses the limitations of this study and suggests ways to further expand our 

understanding of the determinants of World Bank lending.   
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CHAPTER 2 

THEORY AND RESEARCH DESIGN  

 

Introduction  

  As we have seen in our introductory discussion, countries with similar 

development attributes often have very different experiences borrowing from the World 

Bank Group (WBG). The goal of this study is to better understand the factors which 

influence the Bank’s lending decisions. Specifically, this study seeks to explain why 

some countries receive more development aid than others. To begin, the chapter will 

evaluate the state of the existing literature on the World Bank and describe how the 

insights from such studies inform the current project. This chapter will also sketch out the 

theoretical propositions to be tested in the subsequent case study chapters and outline the 

research design employed to test these propositions. Section 1 describes the existing 

explanations of the Bank’s behavior and highlights several important contradictions and 

limitations of this literature. Section 2 outlines the theoretical explanation tested in this 

study. This explanation combines the basic insights of the two main variants of the World 

Bank literature to develop a more comprehensive understanding of the Bank’s behavior. 

Specifically, I argue that World Bank aid is subject to external political pressure from 

multiple donor states. Section 3 explains the logic of the research design used to test for 

the presence of donor influence over the Bank’s lending behavior. This section also 

elaborates on the quantitative methodology employed and the specific measures 

examined. Finally, section 4 provides a brief recap of the chapter and summarizes the 

main hypotheses which will be tested in the subsequent chapters.  
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 (2.1) Existing Explanations  

 In order to understand why some countries receive more aid than others, we first 

turn to the existing literature. Studies on the determinants of foreign aid can be divided 

into two main categories, those which focus on direct bilateral flows between countries 

and those which focus on multilateral sources of funding. The general consensus of this 

literature is that development aid is awarded primarily for political purposes. For 

example, there is considerable evidence that wealthy donor states trade bilateral aid for 

political support in the United Nations (UN) (Vreeland and Dreher 2014, Kuziemko and 

Wreker 2006, and Reynolds and Winters 2016). For example, Vreeland and Dreher 

(2014) have shown that temporary members of the UN Security Council (UNSC) receive 

dramatically more aid from wealthy donors such as the United States, Japan, and 

Germany. It would appear that such donors use foreign aid as way buy political 

support—both as means to secure policy outcomes and to legitimate their foreign policy 

agendas (Vreeland and Dreher 2014)10.  

 There is also ample evidence that multilateral sources of foreign aid are similarly 

influenced by international politics. Several studies have demonstrated that politically 

connected countries receive preferential treatment from the International Monetary Fund 

(IMF). For example, temporary members of the UNSC tend to participate in a greater 

number of IMF programs than non-UNSC countries (Dreher et al 2009b). Similarly, on 

average UNSC members are found to receive fewer conditions attached to such funding 

(Dreher et al 2015). In addition to vote-buying associated with the politics of the Security 

                                                           
10 For more on the politicization of bilateral aid refer to (Alesina and Dollar 2000, Meernick et al. 1998, 

Ludborg 1998) 
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Council, there is also evidence that powerful countries such as the United States pressure 

the IMF to lend in ways that support their specific foreign policy agendas. Both Thacker 

(1999) and Barro and Lee (2001) have found that countries which support the US’s 

foreign policy in the UN General Assembly (UNGA) are more likely to receive an IMF 

loan than countries which oppose US policy. Similarly, those which vote more closely 

with the US have been shown to receive greater value IMF loans with fewer conditions 

attached (Oatley 2003, Dreher and Jensen 2003). 

 The small but growing number of studies on the determinants of World Bank 

lending have produced similar results as those on the IMF. Early efforts to explain the 

Bank’s lending behavior found that developing countries with close economic and 

politics ties to powerful Western donors tend to receive increased amounts of 

development assistance. Frey and Schneider (1986) found that former colonies for the 

US, UK, and France receive more aid on average from the IBRD and IDA than their 

peers. More recently, several studies have shown that much like bilateral aid and IMF 

rescue funds, World Bank assistance is disproportionately allocated to temporary 

members of the UNSC (Dreher et al. 2009a and Vreeland and Dreher 2014). These 

findings show that politically well-positioned countries are award a greater number of 

development loans and grants than their less well-connected peers. The main explanation 

for this politicization of foreign aid centers on the influence of wealthy donor states. 

Powerful donors are argued to use multilateral aid as a way to promote or legitimate their 

foreign policy agendas (Andersen et al. 2006, Fleck and Kilby 2006, Dreher et al .2009a, 

Kilby 2013, and Vreeland and Dreher 2014).  
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 Apart from studies linking World Bank funding to the politics of the UN Security 

Council, most of the literature on the Bank’s aid flows has focused on the role of the 

United States. As the Bank’s largest financial donor, the United States is argued to exert 

significant influence over how the Bank allocates funding. In addition to holding the 

largest share of voting power within the Bank, the US also enjoys privileged access to the 

Bank and its decision-making processes. By tradition, the United States chooses the 

president of the World Bank, which has historically always been an American.  

Additionally, the World Bank is headquartered in the Washington D.C. America’s formal 

and informal influence over the Bank is argued by some to reduce the international 

organization to little more than a tool of US foreign policy (Gwin 1997 and Wade 2002). 

According to Wade (2002), the Bank is “…a source of funds to be offered to US friends 

or denied US enemies”.  

 There is evidence to support such claims. For example, Fleck and Kilby have 

found that countries which are of greater economic and strategic interest to the United 

States receive a larger share of World Bank aid (Fleck and Kilby 2006). Specifically, they 

find that both the purchase of US exports and the receipt of bilateral aid from the United 

States are positively correlated with the amount of multilateral aid borrowers can expect 

to receive. In addition to assessing US influence over the Bank using measures of 

economic and strategic importance, studies have also found evidence of US influence 

using measures of political affinity at the UN General Assembly (UNGA). Such studies 

have found that the United States trades its influence over the World Bank in exchange 

for favorable actions within international decision-making bodies such as the (UNGA). 

For example, Andersen et al. have shown that countries which vote similar to the United 
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States on key issues within the UNGA are more likely to receive development aid from 

the IDA than those which vote against the US position (Andersen et al 2006). 

Interestingly, this finding appears to only hold for issues which the US explicitly deems 

important, as Neumayer finds that vote similarity across all UNGA votes is not correlated 

with the IDA’s lending decisions (Neumayer 2003). 

 The main conclusion of the foreign aid literature is that development funding is 

awarded in large part based upon political considerations. Both bilateral and 

multinational donors award greater levels of financial assistance to politically important 

countries—those occupying positions of power in international decision-making 

structures and those with close economic and geostrategic ties to powerful countries such 

as the United States. The politicization of development aid among bilateral donors has 

been well-documented. The evidence regarding such politicization among international 

financial institutions (IFIs) is similarly ample, yet a bit unevenly balanced. Many studies 

have found compelling evidence that the IMF’s funding decisions are in part influenced 

by the foreign policy objectives of powerful Western countries such as the United States. 

However, the literature on the determinants of World Bank lending is somewhat less 

developed, although recent scholarship has begun to correct this imbalance (see Kilby 

2013, Vreeland and Dreher 20014, and Kersting and Kilby 2016).  

 The subset of the foreign aid literature which focuses exclusively on the World 

Bank has two major limitations. First, the majority of such studies focus exclusively on 

the role of the United States. Focusing on the influence of the United States makes 

perfect sense as a first cut at understanding the Bank’s lending behavior, especially given 

the US’s historically hegemonic position in the international system; however, if the 
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literature on the Bank is to mature, we must refine and expand our approach to thinking 

about why the Bank behaves the way it does. To that end, the present study adopts a 

multi-donor framework, in which the US is argued to be one among many influential 

donors that exert influence over the Bank’s funding decisions (more on this point in the 

preceding sections). Second, much of the World Bank literature has focused on just two 

of the Bank’s four lending divisions, the IBRD and IDA. Often the concern with 

understanding the World Bank is packaged alongside other IFIs or bilateral donors. As 

such, emphasis on the Bank is lost, especially its lesser known agencies the IFC and 

MIGA. The present study addresses these shortcomings by focusing exclusively on the 

WBG, giving equal consideration to each of the Bank’s four development arms, and 

expanding our conception of donor influence by utilizing a multi-donor framework.  

 

 (2.2) Theory  

 The main finding of the foreign aid literature is that politics is central to 

understanding the flow of international aid dollars. As the canonical Hans Morgenthau 

has described it, “much of what goes by the name foreign aid today is in the nature of 

bribes…a price paid for the political services rendered or to be rendered” (Morgenthau 

1962). From this perspective, the reason that some countries receive more aid than other 

is due to their political connections to powerful donors, specifically the United States11. 

However, while there is good evidence demonstrating US political influence over some 

                                                           
11 Recall that between 1995 and 2010 Georgia received $437 in aid from the IFC compared to Armenia’s 

$62 million.  
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of the Bank’s lending divisions (IBRD and IDA) there are also compelling reasons to 

question the nature and extent of that influence over the entirety of the WBG. Insights 

from the institutional design and IO reform literature highlight the fact that the United 

States is but one among many, seeking to influence the Bank’s behavior. Such insights 

prompt us to ask, are there other donors which similarly exert influence over how the 

Bank allocates developing funding? If so, what is the practical effect of multiple donor-

states simultaneously seeking to steer the Bank’s lending policy? 

In contrast with the main finding of the foreign aid literature, several studies 

working from a Principal-Agent (PA) perspective have argued that the World Bank is 

largely independent of powerful donor-states like the United States, and that often it is 

able to resist exogenous pressures (Nielson and Tierney 2003 and Nielson et al. 2006). 

The key insight of PA theories is that states and international organizations (IOs) are 

engaged in an ongoing contractual relationship in which both parties exert causal 

influence over IO behavior (Hawkins et al. 2006, Koremenos 2008, Bradley and Kelley 

2008). In this framework, states represent principals who hire or contract IOs, who are 

agents, in order to perform some function that states are unwilling or unable to complete 

themselves. In this way, IOs are analogous to the employees of nation-states. IOs are 

delegated the authority to act on behalf of member-states within delineated zones of 

action. In this context, the World Bank acts as an agent of its member states, distributing 

financial and technical resources to promote economic development. From this 

perspective, the World Bank’s lending practices should be determined primarily by Bank 

staff who have been granted allocation authority within the bounds dictated by the Bank’s 

principals—its donor-states.  
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Nielson and Tierney have identified several features of this principal-agent 

relationship that enable the World Bank to ignore or resist the demands of its principals 

regarding environmental reform (Nielson and Tierney 2003). The authors argue that 

because the Bank is beholden to multiple principals at once, often with divergent 

preferences, it is able to resist pressure to reform by playing competing interests against 

one another to preserve the status quo. Similarly, Catherine Weaver has argued that being 

beholden to multiple member-states simultaneously is the cause for much of the Bank’s 

seemingly hypocritical behavior (Weaver 2008). Weaver describes how the Bank must 

pay lip service to its principal’s diverse policy interests, leading to the appearance of 

commitment when in reality the Bank has little to no interest in the actual policy in 

question. Nielson et al. (2006) further highlight the Bank’s independence from its 

principals by showing that reforms advocated by members-states are more likely to be 

successfully adopted when they “fit” within the Bank’s existing organizational norms. 

Outside pressure from donors-states is unlikely to be receptive within the Bank unless it 

tied to the Bank’s internal culture or policies. If, as such studies suggest, the World Bank 

is largely independent of its member-states and is able to chart a course that is distinct 

from the preferences of its most influential members, we should find that development 

aid is distributed according to the objective criteria outlined by the Bank itself, and not 

the foreign policy preferences of donors—as the foreign aid literature would suggest. 

 From these two competing interpretations, I derive and test a series of hypotheses 

to evaluate the different influences over the Bank’s lending behavior. One the one hand, 

insights from the foreign aid literature lead us to believe that donor influence; 

specifically, that of the United States is the main force driving allocation decisions. One 



 35 

 

the other hand, the IO literature suggests that the World Bank is much more autonomous 

than we have come to believe; especially if multiple donors are simultaneously 

attempting to utilize the Bank to achieve disparate foreign policy agendas.  According to 

this approach, there are three possible outcomes. Frist, the foreign aid literature is correct 

in focusing on the primacy of the United States, and American foreign policy interests 

largely drive the Bank’s lending behavior. In other words, the Bank is little more than a 

tool of US foreign policy. Second, the foreign aid literature is partially correct in focusing 

on the role of donor states, but it has missed the importance of other leading donor-states, 

such as Japan, Germany, Britain, and France. In other words, the United States is not 

alone in its ability to guide the flow of multilateral development aid. Finally, the 

conclusions of the foreign aid literature regarding the World Bank are overstated, the 

presence of multiple competing donors paradoxically works to free the Bank from 

external pressures. If this is true, we should observe evidence of multiple donors seeking 

to shape the Bank’s funding decisions, but such influence should prove marginal relative 

to the objective lending criteria outlined by the Bank itself. In order to determine which 

of these three scenarios is most accurate, this study will examine three broad categories 

of influence over the World Bank’s funding decisions—international politics associated 

with the Bank’s top donors and two sets of country-level characteristics derived from the 

Bank’s own lending criteria—economic need and governance attributes.  
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Figure 2.1: Potential Influences on the World Bank’s Lending Decisions  

 

 

International Politics & Donor Influence  

In order to determine whether donor-states are influencing the aid allocation 

process, this study evaluates the impact of donor-borrower relations on the amount of 

development assistance countries receive. If donors are intervening in the Bank’s internal 

decision-making processes to reward friends, punish enemies, and incentivize favorable 

actions, as the foreign aid literature argues, we should find that borrowers with closer ties 

to the Bank’s largest donors receive greater levels of funding than their peers. There are 

multiple dimensions to any bilateral relationship, as part of this study we are concerned 

with those which indicate a borrower’s strategic importance to donor states. As such, we 

will focus on the dimensions of trade, bilateral aid, political affinity, and military ties.  
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 A key dimension of donor-borrower relations that has been shown to correlate 

with the Bank’s lending behavior is international trade. Donor states may be pressuring 

the Bank to lend more to their trading partners as a way to support their own economies. 

As Frey and Schneider have described it; “donor countries have an interest [in] 

developing countries to which they export [being] able to pay [their]  bills” (Frey and 

Schneider 1986). Additionally, Fleck and Kilby have shown that the purchase of US 

exports is positively correlated with the share of development aid that borrowers receive 

from both the IBRD and IDA collectively (Fleck and Kilby 2006).  

While some donors may seek to support their export sectors through the usage of 

multilateral development aid, others may prioritize access to foreign imports. The 

developing world has traditionally relied on the export of primary products to advanced 

industrialized countries as a key source of economic productivity. More recently many 

developing countries, most notably those of East-Asia, have adopted export-led growth 

strategies which rely on the sale of manufactured goods to the West. Donors may be 

prioritizing the importation of goods produced in developed countries either in the form 

of primary product inputs or manufactured consumer goods.  In either scenario, there is a 

good reason to expect that countries which trade more with the Bank’s top donors receive 

more development assistance than their peers. In other words, we expect a positive 

relationship between donor-borrower trade relations and the amount of development 

assistance countries receive.   

Hypothesis 1: Countries which trade more with the Bank’s top donors 

receive higher levels of development aid.  
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 The second dimension of donor-borrower relations which is argued to correspond 

with World Bank aid flows is that of bilateral economic assistance. Numerous studies on 

the determinants of bilateral aid have found that direct economic assistance is highly 

politicized (Alesina and Dollar 2000, Meernick et al. 1998, Ludborg 1998).  Bilateral aid 

donors tend to give assistance to countries which are important to their individual foreign 

policies. For example, Meernik et at. have shown that the US is more likely to provide 

bilateral aid to its allies (Meernick et al. 1998). Further, Alesina and dollar conclude 

“[political] factors such as colonial past and voting patterns in the United Nations explain 

more of the distribution of [bilateral] aid than the political institutions or economic policy 

of recipients” (Alesina and Dollar 2000). Given that bilateral aid flows have been shown 

to correspond closely with the foreign policy interests of donor states, we can use the 

value of bilateral aid as an indicator of an individual country’s importance to donor 

states12. If the World Bank is subject to the political manipulation of its top donors, we 

can, therefore, expect that such donors will pressure the Bank to lend in ways that support 

their foreign policies. As such, we should observe that bilateral aid flows positively 

predict the World Bank’s multilateral flows.  In fact, there is some existing evidence to 

support this claim, as Fleck and Kilby have found that US bilateral aid is positively 

related to the share of World Bank aid countries receive (Fleck and Kilby 2006).  

                                                           
12 Of course, some amount of bilateral aid is surely allocated based the need for development assistance. As 

such, all the statistical models included in the subsequent empirical chapters control for the influence of 

need. To the extent that bilateral aid flows mirror trade relations and political affinity, it is taken as 

evidence of donor influence and not the need for development aid.  
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Hypothesis 2: Countries which receive more direct bilateral aid from the 

Bank’s top donors also receive increased levels of multilateral 

development aid from the World Bank.  

 The third dimension of donor-borrower relations is the political affinity between 

countries at the United Nations General Assembly (UNGA).  Political affinity is an 

assessment of how closely aligned two countries’ foreign policies are in terms of their 

voting behavior within the UN. Countries which vote the same more often are argued to 

have greater political affinity. According to the logic of donor influence arguments, if 

donors are pressuring the Bank to lend in ways that support their foreign policies, we 

should find that political allies are rewarded with greater amounts of development aid. In 

this way, World Bank aid can be viewed as either a reward provided to developing 

countries for their support in the UNGA or as an inducement to secure such support. 

Some may object to the use of UNGA voting behavior as an inaccurate indicator of 

political affinity. Such critics argue that UN votes are largely meaningless, especially to 

the powerful countries which sit on the UN Security Council and which hold a veto 

power over most outcomes. While it is possible that UNGA votes are not of particular 

importance to the Bank’s top donors in and of themselves, it does seem that such votes 

have symbolic meaning that is important. As Alesina and Dollar have described it; “even 

though UN votes may be unimportant, they may be correlated very strongly with 

important strategic interests” (Alesina and Dollar 2000). For example, Vreeland and 

Dreher have argued that vote buying at the UN is not so much about securing specific 

outcomes, as it is about legitimating foreign policy (Vreeland and Dreher 2014). The 

more support a policy has at the UNGA the greater its perceived legitimacy.  
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 As it turns out, political affinity within the UNGA has been shown to be an 

accurate reflection of international political relationships in a variety of contexts. For 

example, studies have shown that voting behavior within the UNGA is correlated with 

both IMF and World Bank lending, in addition to the allocation of bilateral aid (Andersen 

et al. 2006, Alesina and Dollar 2000, Dreher and Jensen 2003, and Thacker 1999).  Strom 

Thacker has demonstrated that countries which vote similarly to the United States at the 

UNGA are more likely to receive an IMF loan than those which vote against the US 

(Thacker 1999). Similarly, Dreher and Jensen find that voting with the United States in 

the UNGA decreases the number of loan conditions placed on IMF bailout packages 

(Dreher and Jensen 2003). In light of such findings, it appears that political affinity based 

on UN voting behavior is an accurate indicator of the strategic relations between nations; 

as such, it is reasonable to expect that those which vote more closely with the Bank’s top 

donors are likely to receive increased levels of World Bank assistance. In fact, there is 

some existing evidence to support this expectation. Andersen et al. show that at the IDA, 

countries with greater political affinity to the United States—as indicated by vote 

similarity on topics which the US has explicitly deemed important—are likely to receive 

a higher value of aid than those with lower political affinity.  

Hypothesis 3: Countries with greater political affinity toward the Bank’s 

top donors receive more development assistance.   

Military ties are the fourth and final dimension of donor-borrower relations we 

will examine. Specifically, we will focus on three aspects of the military dimension of 

donor-borrower relations—formal alliances, armed conflict, and proximity to conflict. 

The literature on the World Bank is largely agnostic about how militarized conflict 
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impacts the Bank’s behavior. The one major exception to this trend is the recent work by 

Vreeland and Dreher, in which the authors find that war has a negative impact on the 

amount of aid countries receive from both the IBRD and IDA (Vreeland and Dreher 

2014). Additionally, they find that US military aid has a positive correlation with IDA 

lending, but not IBRD funding. Intuitively we would expect that if donors are in fact 

influencing how the World Bank allocates funding, countries which are formal military 

allies of the Bank’s top donors should receive greater amounts of development aid—

which is partially supported by Vreeland and Dreher’s finding regarding the link between 

military aid and IDA lending. The expected influence of military conflict itself is less 

clear. One the one hand, it is reasonable to view military conflict as taking place between 

enemies, which should result in donors working to weaken their enemies by cutting off 

development aid—as Vreeland and Dreher find. On the other hand, development aid may 

be used to entice opponents to cease hostilities, or it may be utilized in conjunction with 

military action as a means to facilitate regime change and nation-building. As such, it is 

unclear how we should expect military conflict with donors to impact the Bank’s funding 

decisions.  

The anticipated impact of bordering on a military conflict with the West is more 

straightforward. It reasonable to expect developing countries which border on conflict 

zones to receive greater amounts of economic aid. Donors may be using aid to entice 

such states to act as staging grounds for military actions in a neighboring country. 

Further, aid may be designed to bolster unstable regimes and prevent conflict from 

spilling over from one country to another. In sum, we can expect formal military allies 
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and those bordering conflict zones to receive greater amounts of development aid than 

their peers. 

Hypothesis 4: Formal military allies of the Bank’s top donors receive more 

development aid than their unaligned peers.    

Hypothesis 5: Countries bordering on conflict zones in which one of the 

Bank’s top donors is a participant receive more development aid than 

countries which do not border such conflict zones. 

Economic Characteristics  

 In order to accurately assess the impact of international politics related to donor-

state influence, we must also account for the baseline factors which shape the Bank’s 

lending decisions. The two main sets of baseline factors which are argued to influence the 

Bank’s lending behavior are the need for development aid and the quality of governing 

institutions among aid recipients. As such, this study also examines how need and 

institutional quality affect the Bank’s funding decisions.  

The World Bank was originally created to correct a market failure in the provision 

of international capital. As such, the need for investment capital should be a fundamental 

criterion in the Bank’s decision-making process. The original reason for the creation of 

the World Bank was to provide access to capital for those countries which private 

investors deemed too risky. The IBRD was created during the Bretton Woods Conference 

of 1944, with the expressed purpose of providing capital to countries in Europe which 

had been devastated by the Second World War. Given a combination of the scale of 

devastation and the corresponding collapse of the international economic system, 
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investors were hesitant to lend large sums to foreign borrowers. Despite the large need 

for capital to fund European reconstruction, private capital markets were insufficient to 

satisfy demand—a textbook example of market failure. Subsequently, as the Bank’s 

reconstruction efforts were supplanted by the US Marshal Plan, its mandate expanded to 

include those in the emerging new third world.  The IFC was created in 1956 to provide 

capital directly to the private sector, and the IDA was created in 1960 to extend credit to 

the World’s poorest countries, those which even the IBRD deemed too risky. 

 Given that multilateral development aid is in part designed to rectify a market 

failure in the provision of investment capital, we should find that the need for capital is a 

strong predictor of the amount of aid countries receive. Those with limited access to 

private capital; both foreign and domestic, should receive greater amounts of World Bank 

aid. In other words, access to private capital should be negatively correlated with the 

value of aid countries receive.  

Hypothesis 6: Access to foreign and domestic sources of capital are 

negatively correlated with the value of aid countries receive.  

 In addition to access to capital, another dimension of the need for development 

aid is a country’s level of underdevelopment. Over the years the World Bank’s mandate 

has evolved from the provision of investment capital to focus greater attention on the 

issues of poverty and poverty alleviation. Indeed, the Bank’s motto is “Working for a 

World Free of Poverty”. Given the Bank’s normative commitment to poverty alleviation 

and economic development, we can expect that a country’s development profile, its 

economic characteristics related to poverty, are another strong influence over the Bank’s 
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lending behavior. Specifically, we can reasonably expect that those with poor 

development characteristics, such as low incomes and economic productivity, are likely 

to receive greater amounts of funding than their more successful peers. Similarly, we can 

look at non-economic dimensions of underdevelopment such as national-level health 

characteristics. Impoverished countries typically suffer from poor health outcomes; as 

such, we can expect countries with shorter average life expectancies and higher rates of 

infant mortality to receive greater amounts of development assistance (more on this point 

in section 2.3).   

Hypothesis 7: Wealth and economic productivity are negatively correlated 

with the value of aid countries receive.  

 Hypothesis 8: National-level physical health attributes are inversely related to the 

 amount of development aid countries receive.  

Governance Attributes 

 In addition to the need for development assistance among borrowers, another 

lending criterion which should motivate funding decisions is the quality of borrower’s 

governing institutions. Beginning in the mid-1990s the Bank began to focus on the 

importance of public institutions in promoting economic development. Of primary 

concern was the issue of corruption in government. Many within the Bank began to argue 

that lending to corrupt countries was at best an inefficient use of development assistance, 

as aid tends to have little impact in inefficient economies; while at worst, it is simply 

wasteful, as development assistance is siphoned off by corrupt public officials. The 

Bank’s newly adopted position is supported by research on the efficacy of development 
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aid. A growing number of studies have found that the effectiveness of development aid is 

conditional upon a country’s governance profile (Burnside and Dollar 2000 and 2004, 

Dollar and Levin 2005, and Winters 2010a).  

Numerous studies have shown that aid is more likely to promote economic growth 

and reduce poverty in developing countries when those countries have good policies and 

quality public institutions (Burnside and Dollar 2000 & 2004, Collier and Dollar 2002). 

Similarly, Dollar and Levin have shown that individual World Bank projects are more 

likely to be successful when implemented in countries with high-quality public 

institutions (Dollar and Levin 2005). In addition to looking at how various dimensions of 

institutional quality affect aid outcomes, several studies have examined the impact of 

government type. Such studies have generally found that democracies are more likely to 

experience positive development outcomes than authoritarian countries (Kosack 2003, 

Wright 2008, Winters 2010a). For example, Kosack finds that aid is more effective at 

improving the quality of life in democratic countries than their authoritarian peers 

(Kosack 2003). Similarly, Wright argues that authoritarian countries face unique 

domestic political pressures which result in the inefficient use of public resources, 

including development aid (Wright 2008).  The general consensus of this literature is 

captured by Winters’ conclusion from a study on the impact of public accountability on 

aid effectiveness when he states, “aid is more effective in countries with superior 

accountability institutions. Where governments are more democratic and the rule of law 

prevails, foreign aid is more likely to lead to economic growth and individual…projects 

are likely to have higher rates of return” (Winters 2010a). 
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Against the backdrop of growing academic consensus on the relationship between 

governance and aid effectiveness, and increased salience among both Bank officials and 

donors, the World Bank implemented what has become known as the governance and 

anticorruption (GAC) strategy13. The GAC states that “…the [IBRD’s] creditworthiness 

analysis…explicitly considers governance as it impinges on political stability, economic 

policies, and outcomes. [Further] in IDA-eligible countries...the weight assigned to 

governance…ensures that better-governed countries are allocated a higher per capita 

share of IDA resources” (World Bank 2007). Here the Bank explicitly acknowledges the 

importance of a country’s governance profile in determining funding allocation decisions. 

The GAC strategy summarizes the Bank’s justification for its interest in good governance 

stating:  

“The principal purpose of the WBG’s engagement on governance and 

anticorruption is to support poverty reduction. Corruption and weak 

governance often mean that resources that should fuel economic growth 

and create opportunities for poor people to escape poverty instead enrich 

corrupt elites. Where transparency and accountability mechanisms are 

weak or lacking, poor people’s needs are often marginalized and 

development outcomes suffer…Thus, improving governance and reducing 

corruption are crucial to helping poor people escape poverty…” (World 

Bank 2007).   

                                                           
13 For more on the evolution of the Bank’s Governance and Anti-Corruption (GAC) agenda refer to Winters 

and Kulkarni (2014).  
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 Given the combination of the Bank’s explicit concern with good 

governance and the strong empirical link between aid effectiveness and 

governance attributes, we can expect that countries with better quality governing 

institutions receive higher amounts of development aid. To evaluate this 

expectation, the analysis presented in the subsequent chapters will focus on five 

dimensions of a country’s governance profile—control of corruption, political 

stability, regulatory quality, the rule of law, and level of democracy. If the World 

Bank is distributing development aid according to the principles outlined in its 

GAC strategy, we should observe a positive relationship between the value of aid 

countries receive and each of the five dimensions of governance. 

Hypothesis 9: The value of development aid a country receives is 

positively correlated with each of the five dimensions of governance—

corruption, political stability, regulatory quality, rule of law, and 

democracy. 

 Throughout this section, I have presented the case that the Bank’s allocation 

decisions are informed by three broad sets of influence: the political relationships 

between borrowers and the Bank’s largest donors, economic need, and recipients’ 

governance characteristics. These three sets of causal influence can be divided into 

competing views about the nature of the World Bank’s independence. Scholarship on the 

behavior of international organizations (IOs) is divided on the topic of IO independence. 

One side stresses the independence of international institutions like the World Bank, 

arguing that they are largely able to chart their own course and affect meaningful 
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outcomes on the world stage. Another side argues that IOs are controlled by powerful 

countries and are merely extensions of state power and interests. 

 If the World Bank is an independent actor, the distribution of development aid 

should primarily be informed by borrower attributes related to economic need and 

institutional capacity. If instead, the Bank is a tool of its most influential members, 

development assistance should be awarded according to international politics and 

geostrategic relations. Additional, there are questions of who exactly the Bank is 

beholden to. If the Bank is a foreign policy tool of its most powerful donors, does the 

United States hold a monopoly over such influence?   

Table 2.1: Summary of Hypotheses  

𝑯𝟏 
Countries which trade more with the Bank’s top donors receive higher levels of 

development aid. 

𝑯𝟐 
Countries which receive more direct bilateral aid from the Bank’s top donors 

will also receive increased levels of multilateral development aid from the 

World Bank. 

𝑯𝟑 
Countries with greater political affinity toward the Bank’s top donors receive 

more development assistance. 

𝑯𝟒 
Formal military allies of the Bank’s top donors receive more development aid than their 

unaligned peers. 

𝑯𝟓 
Countries bordering on conflict zones in which one of the Bank’s top members is a 

participant receive more development aid than countries which do not border such 

conflict zones. 

𝑯𝟔 
Access to foreign and domestic sources of capital are negatively correlated with 

the value of aid countries receive. 

𝑯𝟕 
Wealth and economic productivity are negatively correlated with the value of aid 

countries receive. 

𝑯𝟖 
National-level physical health attributes are inversely related to the amount of 

development aid countries receive. 

 

𝑯𝟗 
The value of development aid a country receives is positively correlated with each of the 

five dimensions of governance—corruption, political stability, regulatory quality, rule of 

law, and democracy. 
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In keeping with the dominant trend in the foreign aid literature, we expect the 

allocation of funding to be subject to political manipulation by the Bank’s largest donors. 

In this study, I focus on the importance of the Bank’s top five largest donors—the United 

States, Japan, Germany, the United Kingdom, and France14. Developing countries with 

close economic, political, and military ties to such donors are argued to receive greater 

amounts of funding than their less well-connected or strategically important peers. In 

addition to international political influences, we must also account for those factors 

which the Bank explicitly deems important lending considerations—factors as such need 

and institutional quality. Given the Bank’s mandate to promote economic development 

and alleviate poverty via the provision of capital, we expect that countries with better 

economic profiles (measured in terms of productivity, wealth, and quality of public 

health) will receive less development aid. Similarly, we expect countries with greater 

access to alternative sources of funding to receive less development aid. Generally 

speaking, economic prosperity is expected to be negatively correlated with the Bank’s 

lending behavior. Additionally, given the relationship between governance quality and 

economic performance the Bank has increasingly become concerned with institutional 

capacity among its borrowers. Based upon a combination of the Bank’s explicit 

prioritization of “good governance” and the well-documented link between institutional 

capacity and economic performance—as well as, aid efficacy—we expect that countries 

with better quality governance (measured in terms of corruption, political stability, 

                                                           
14 The study focuses on the Bank’ top five historically largest donors, not necessarily the current top five. 

The US, UK, Japan, Germany, and France have historically been the dominate members at the World 

Bank; however, more recently China has emerged as a significant donor within the IBRD. As of 2017, 

China is the third largest donor at the IBRD, yet it remains a minority contributor at the other agencies of 

the WBG. Given that China only recently became a major contributor to the Bank’s funding, and then only 

at one of the four agencies, it is not included as a top donor. 
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regulatory quality, rule of law, and democracy) will receive increased levels of World 

Bank aid. In other words, the quality of a country’s governance institutions is expected to 

be positively correlated with the value of development aid it receives.  

 

(2.3) Data and Methodology  

 To test the expectations outlined in the previous section, this study utilizes 

a series of quantitative analyses. The first three empirical chapters rely primarily 

on basic OLS linear regression models, while the fourth chapter utilizes a slightly 

more complex multistage regression design. In addition to the main analysis 

presented in each chapter, a series of alternative models and model specifications 

are employed as robustness checks15. The study focuses on the Bank’s lending 

behavior during the period between 1990 through 2011—although the specific 

time periods vary across each agency16. Given that we will be simultaneously 

examining the Bank’s behavior both across both time and space, this study utilizes 

panel data in which the unit of analysis is a country-year.  

 Given that this study is concerned with understanding the lending behavior 

of the WBG, the main dependent variable of interest is the value of aid, which 

measures the annual amount of development assistance a country receives from 

                                                           
15 Each empirical chapter includes additional models which account for the presence of potential outliers, 

disaggregate the sample by different time periods, and test alternative measures of the dependent variable 

(per capita and logarithmic measures).    
16 The IBRD and IDA chapters (3 and 4) focus on the period between 1990-2011. The IFC chapter (5) is 

confined to a narrower time frame due to data availability constraints and instead examines the period 

between 1995-2010. Lastly, the MIGA case (chapter 6) looks at the period between 1996-2011, again due 

to data availability issues.  
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each agency of the WBG, expressed in constant USD. The decision to use an 

absolute measure of aid, rather than a per capita measure, is based on a 

combination of the Bank’s measurement system and trends in the foreign aid 

literature. The primary focus of this study is on understanding the Bank’s behavior. 

To that end, we are concerned with cross-national variations only to the extent that 

they provide insight into what the Bank is thinking or how it is behaving. Utilizing 

a per capita measure of aid would distort the Bank-centric approach, and shift our 

thinking from the international level to the comparative cross-national. In order to 

preserve our focus on the Bank, this study adopts the measurement system used by 

the World Bank itself—the absolute value of aid expressed in constant 2005 USD. 

This measurement choice is common among existing studies on the determinants 

of World Bank lending. Both Andresen et al. (2006) and Vreeland and Dreher 

(2014) employ a similar measure17.  

 Additionally, the value of aid focuses on the amount of funding approved 

in any given year, rather than the actual amount disbursed. The focus is on funds 

approved rather than funds received, as a way to further maintain the Bank-centric 

approach. The former value pertains exclusively to factors which shape the Bank’s 

initial allocation decision, while the latter value is influenced by borrowers’ 

behavior.  For example, a borrower may decide to cancel a loan or may fail to 

implement loan conditions, resulting in a partial disbursement of funds. The 

primary analysis presented in the subsequent case study chapters utilizes the value 

                                                           
17 Both studies utilize a log measure of the absolute value of aid. Alternative measures include the share of 

aid received (Fleck and Kilby 2006) and the number of loans received (Dreher et al. 2009).  
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of aid as described thus far; however, to supplement this analysis alternative 

measures of the dependent variable are included as robustness checks. Each 

chapter includes a set of analysis using both a per capita measure of aid and a log 

measure of aid—the results of which are included in the various chapter 

appendices.  

 The explanatory variables are divided into three main categories, corresponding to 

donor-borrower relations, economic attributes, and governance characteristics. There are 

twenty-three donor-borrower relations variables, eight economic variables, and five 

governance variables. In total, the base model contains thirty-six terms. In addition, a 

separate model includes variables designed to capture the influence of past lending, via 

the use of lagged dependent variables. This final model also includes country-level fixed 

effects to capture any unobserved influences operating at the national level18. 

 The main explanatory variables are those which capture various dimensions of 

donor-borrower relations. Assessment of donor-borrower relations is used as a proxy for 

international politics, which are directly unobservable at the international level The 

Bank’s funding decisions are made behind closed doors without a public record.  Given 

the opacity in the Bank’s funding decisions, it is not possibility to pinpoint donor 

influence over specific funding decisions. In effect, the Bank’s decision-making structure 

prevents us from being able to identify a smoking gun which would definitively show 

politically motivated lending. Analysis of donor-borrower relations allows us to develop 

an indirect test for the presence of international politics in the aid allocation process. 

                                                           
18 Country-Level fixed effects are dichotomous variables assigned for each country in the sample. These 

variables are designed to capture any unexplained variance associated with borrower characteristics which 

are not included in the model.  
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Following the dominant methodological approach in the foreign aid literature, this study 

utilizes an indirect test of politics based on an assessment of donor-borrower relations. 

According to the logic established in existing studies, if powerful donor states are 

intervening in the Bank’s decision-making process, we should find that politically well-

connected borrowers receive more development aid than their peers (Andresen et al 2006, 

Dreher et al. 2009, Fleck and Kilby 2006, and Vreeland and Dreher 2014). To the extent 

that well-connected countries receive more aid than others, this is viewed as evidence of 

donor-related political influence.  As such the donor-borrower relations variables are 

designed to measure the strategic connections between the World Bank’s clients and its 

top donors.  

 The core explanatory variables fall into four distinct categories which correspond 

to different dimensions of donor-borrower relations—trade, bilateral aid, political 

affinity, and military ties. With the exception of military ties, all of the dimensions of 

donor-borrower relations are measured at the dyadic level, capturing the extent of 

relations between every recipient and each of the Bank’s top five donors. The military 

dimension cannot be modeled separately for each donor due to substantial overlap in both 

the nature of western alliances and military conflicts. 

 According to the logic of donor influence arguments, developing countries with 

closer economic and political ties to donors are considered of greater strategic 

importance, and therefore should be awarded increased levels of aid. Previous studies 

have examined donor-borrower relations along several dimensions, Andersen et al. 

(2006) and Neumayer (2003) compare the voting behavior of donors and borrowers at the 

United Nations General Assembly (UNGA), while Fleck and Kilby (2006) focus on trade 
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relations and bilateral aid flows. The present study combines these different measures 

together into a single framework. Doing so allows us to develop a more comprehensive 

understanding of how donor-borrower relations, and by extension international politics, 

impact the Bank’s funding decisions.  

 The use of donor-borrower relations measures allows us to gain insight into the 

broad aggregate patterns in the allocation of development aid. Using such measures, we 

can assess the total impact of politics on the Bank’s funding decisions. While such an 

approach allows for a holistic assessment, it necessarily entails sacrificing precision and 

for generalizability. Proxy measures cannot offer definitive proof of donor influence, but 

they can provide robust suggestive evidence which spans a large number of cases and 

time periods.  

 According to existing donor influence arguments, countries which trade 

more with the Bank’s top donors are argued to receive increased levels of 

development funding, as a way to reward important trade partners (Fleck and 

Kilby 2006). Donor interests related to trade are captured by data on the annual 

value of imports and exports exchanged between donors and borrowers. Trade data 

is obtained from the IMF’s Direction of Trade Statistics data series. In addition to 

donor-borrower trade ties, several studies on the determinants of bilateral aid flows 

have noted that such funding is often awarded based on foreign policy 

considerations (Kuziemko and Wrecker 2006, Reynolds and Winter 2016, and 

Vreeland and Dreher 2014)19. As such bilateral aid flows can be used as an 

                                                           
19 See also Alesina and Dollar (2000), Meernick et al. (1998), and Ludborg (1998). 
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indicator of a country’s strategic importance to different donors, with more 

important countries being likely to receive increased levels of World Bank aid 

(Fleck and Kilby 2006). Data on the annual amount of bilateral aid awarded from 

donors directly to borrowers is available through the Organization for Economic 

Cooperation and Development (OECD).  

 The final dyadic measure of donor-borrower relations centers on voting 

patterns at the UNGA. Several studies have shown that vote similarly at the UN is 

correlated with the lending behavior of the International Financial Institutions 

(IFIs) (Thacker 1999, Dreher and Jensen 2003, and Barro and Lese 2003). From 

this perspective, countries which vote more closely with the Bank’s top donors are 

argued to be rewarded with increased levels of development aid (Andresen et al. 

2006, and Neumayer 2003). The data on political affinity is derived from records 

of UN voting behavior provided by (Strezhner and Voeten 2013). The specific 

measures of political affinity employed in this study are novel, as assessments of 

the dyadic vote similarity between all borrowers and each the Bank’s top donors 

were not previously available. The political affinity variables measure how often 

two countries vote the same way at the UNGA in any given year. Affinity scores 

range from (0-2), with zero representing complete disagreement, one representing 

partial agreement, voting the same half of the time, and two representing complete 

agreement, or voting the same all the time. Here higher annual affinity scores 

indicate greater vote similarity and imply that the two countries are political allies 

(for details on the coding process utilized in creating the affinity scores refer to the 

chapter appendix). 
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 Along the military dimension of donor-borrower relations the variables 

Western alliance, military conflict, and proximity to conflict are dichotomous 

variables, which indicate whether a borrower is a formal US ally, participated in an 

armed conflict in which a top donor was a participant, and whether the borrower 

shares a contiguous border with a country involved in a military dispute with a top 

donor. Given the substantial overlap in the alliance structure among the Bank’s top 

donors, I use the presence of a US alliance to stand for all western alliance’s more 

generally, as most US allies are also overwhelmingly allies of the other top donors. 

The data for these measures was obtained from the Correlates of War Formal 

Interstate Alliance dataset. 

 Among the economic cluster of explanatory variables, this study examines several 

different dimensions the need for development aid. Access to capital is measured by 

domestic savings rates and foreign direct investment (FDI). Economic performance is 

measured by standard metrics such as gross domestic product (GDP), per capita income, 

and annual GDP growth rate. Additionally, this study seeks to develop a more 

comprehensive assessment of need, by introducing measures of poverty. Traditional 

studies on the determinants of aid flows tend to focus primarily on general economic 

indicators and typically omit more diverse assessments of need.  

 Unfortunately, direct poverty assessments, such as the percentage of the 

population living on less than $2 per day are not uniformity available across all countries 

and time periods. As such public health indicators, which track closely with poverty and 

which have better data coverage, are used as stand-ins (World Bank 2005). Average 

annual life expectancy and infant mortality rates are included to gauge public health and 
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to develop a more robust assessment of how poverty relates to the Bank’s lending 

decisions.  Finally, the model also accounts for population, as larger more populous 

nations may require greater amounts of aid in order to achieve similar development 

outcomes as their smaller peers20. Data for all of the terms examined in the economic 

cluster are obtained from the World Bank’s World Development Indicators (WDI) data 

series. 

 The final set of explanatory variables looks at the relationship between borrower’s 

governance characteristics and the Bank’s funding decisions. Here the study focuses on 

four dimensions of institutional capacity and regime type. Control of corruption, political 

stability, regulatory quality, and the rule of law measure how well borrowers manage 

both their economies and state bureaucracies.  Data on these four terms is available 

through the World Bank’s World Governance Indicators (WGI) data series. The WGI 

variables provide an indirect assessment of governance quality, by measuring perceptions 

about institutional capacity among a cross-section of society. The WGI terms are 

measured on a scale ranging from (-2.5 through 2.5), with low scores indicating poor 

institutional quality (for more on the WGIs refer to Kaufman et al. 1999).  The last 

variable included in the governance cluster is Polity IV, which measures whether a 

country is authoritarian or democratic. The Polity variable ranges from (-10 through 10), 

                                                           
20 Across the different agencies of the WBG the various samples include a wide range of cases, from small 

island nations to the large densely populated BRIC countries. The inclusion of such radically different 

countries can have distorting effects on data analysis. To minimize such distortions, in several instances 

logged versions of variables like population, FDI, and GDP are employed to facilitate meaningful 

comparison across dissimilar cases (refer to the various regression tables in the empirical chapters for 

details). 
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with low scores indicating strong authoritarian tendencies and high values corresponding 

to democratic traits. The polity data is obtained from the Center for Systemic Peace. 

 Turning to the research design, given the unique mandates and lending 

modalities at the different agencies of the WBG, each case study chapter utilizes a 

different sample; however, the sample selection criteria is the same throughout. 

The study employs a three-step case selection process designed to isolate those 

countries which have a financial relationship with the various agencies of the 

WBG. In order to be included in the statistical analysis, countries must be 

members of a given agency during the entire period under study, have borrowed at 

least once during that period, and data must be available for all of the explanatory 

variables. In this way, the study focuses on only those developing countries which 

have a financial relationship with the Bank. For example, during the period under 

study, the IFC had 170 different members, of whom all were eligible to borrow, 

but only 121 actually did. The vast majority of non-borrowers are wealthy 

advanced industrialized states, which generally do not require development 

assistance, and therefore are omitted from the sample. Of the 121 developing 

countries to borrow from the IFC, 105 are included in the sample for analysis—

those which are omitted are dropped due to data availability restrictions, which 

prevent comparison across cases (for details on the sample size and selection refer 

to Table 2.2). 
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Table 2.2: Sample Selection Process  

Agency IBRD IDA IFC MIGA 

Members  181 161 170 140 

“Eligible” to borrow 135* 92 170 140 

Borrowed  89 87 121 87 

Included in the sample  80 67 105 70 

*Formal eligibility requirements only apply at the IDA. The specific eligibility threshold, however, has 

varied over time, both in terms of how it is measured and the specific cut-off point employed. For example, 

in 2016 the income threshold is a per income less than $1,215 (measured as GNI). In contrast, in 2011 the 

cut off was GNI per capita of $1,165.  

 

 Due to data availability restrictions, the specific time period examined in each 

case study chapter varies slightly. For the IBRD and IDA, the focus is on 1990 through 

2011. However, complete data is only available for the IFC beginning in 1995 through 

2010. Data on MIGA’s lending behavior is available starting in 1990; however, due to 

unique quirks in MIGA’s lending behavior, the statistical analysis focuses on the period 

between 1996 through 2011 (more on this in Chapter 6).  

 Additional data availability restrictions further complicit the analysis. The 

data on borrowers’ governance attributes is not available for every year during the 

period under study. The WGI described earlier, were created in 1996 and for the 

first few years of their availability, they were only measured every other year21. 

The inconsistent availability of data regarding borrower’s governance attributes 

necessitates the use of two sets of analysis on different samples. One sample 

beginning as close to 1990 as possible, covering every subsequent year until the 

end of the study period, but omitting the effect of recipients’ governance profiles; 

                                                           
21 WGI data is available every other year from 1996 through 2002. Beginning in 2003 data is available 

every year.  
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and a second sample beginning in 1996, covering only those years for which WGI 

data is available, and including measures of governance characteristics. The 

inclusion of two separate samples serves as an additional robustness check on the 

findings, as the second sample, beginning in 1996, includes many countries which 

did not join the World Bank until halfway through the 1990s. For example, many 

countries of the former Soviet Union were not members of the World Bank in 

1990 but joined during the course of the early 90s. As such, sample I covers a 

longer time period, but with a smaller number of countries, while sample II covers 

a shorter time-frame, but with a larger number of cases. To the extent that the 

empirical results presented in the subsequent chapters are consistent across the two 

samples we can be more confident in their external validity. 

 The selection criteria employed in this study may trigger concerns about 

sample bias. Some may be concerned that in focusing on only those countries 

which have borrowed, the coefficients produced by regression analysis will be 

biased and therefore inaccurate. There are two variants of this concern. The first is 

that such a research design fails to speak to the experiences of those countries 

which are likely to borrow but never have. To a certain extent this is a valid 

criticism; however, it does not undermine this study’s ability to answer the specific 

research question posed. This study is concerned with understanding why some 

countries receive more aid than others. The implicit scope condition inherent in 

this project is that all results apply only to those nations which have a financial 

relationship with the Bank—those that have borrowed at least once. Given the 

opaque nature of the World Bank’s lending process, we have no way of discerning 
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whether a country has not received financial aid by choice, as is the case with 

prosperous developing countries, or because they have been denied access. As 

such, if for whatever reason, a country has not borrowed, it falls outside the 

purview of this study. Additionally, the number of “eligible” countries which were 

likely to borrow, but have not, is relatively small22.  For example, at the IDA there 

were 92 eligible countries which could have borrowed from the Bank and only five 

which did not. The small number of omitted cases among likely borrowers, 

combined with scope conditions, minimizes the concern over the study’s inability 

to speak to the experiences non-borrowers.  

 The second concern regarding selection bias is that, if international politics 

makes some countries more likely to receive aid, then focusing on only those 

countries which have borrowed potentially underestimates the effect of politics on 

the Bank’s funding decisions. This would be a problem if there were little variation 

in the Bank’s lending behavior; however, there is, in fact, significant variation in 

its different investment portfolios. Very few countries receive aid every year, 

rather most countries receive aid sporadically—with the exception of countries like 

China, India, and Brazil. In fact, a substantial proportion of the observations for the 

dependent variable are years in which a particular country received no aid what so 

ever. For example, in the IBRD and IFC samples, the percentage of observations in 

which no aid was received is at, or slightly above, 50%23. The presence of so many 

zero observations nullifies the concern that the sample is biased in favor of those 

                                                           
22 Eligibility is in quotation marks to stress that only the IDA has formal eligibility requirements.  
23 At the IBRD 51% of the country-year observations report no aid being received. At the IDA it’s 27%, 

50% at IFC, and 74% at MIGA (which becomes problematic and necessitates a modified research design).  
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which receive aid. If anything, the sample is biased conservatively against the 

influence of international politics. The presence of so many zero observations 

increases the standard errors associated with any individual regression coefficient; 

in effect creating a difficult test to pass. Therefore, the evidence demonstrating the 

influence of international politics presented in the subsequent chapters should be 

taken as especially rigorous given the higher threshold required to attain statistical 

significance. 

While the relatively high percentage of zero observations in the IBRD, IDA, and 

IFC cases creates a difficult test to pass, thus strengthening the conclusions drawn from 

statistically significant results, at MIGA the high proportion of zeros combines with 

eccentricities of the agency’s investment portfolio to create methodological barriers. 

MIGA is the youngest agency of the WBG, having been established in 1988. Given a 

combination of MIGA’s youth and the nature of its specific aid modality, the agency has 

issued far fewer development projects than its peers. For example, between 1990 and 

2011, the IDA awarded nearly four thousand loans and grants, in comparison MIGA 

issued less than seven-hundred insurance guarantees24. The low level of productivity at 

MIGA dramatically increases the number of zero observations on the dependent variable 

and introduces the problem of zero-point clustering. 

 Zero-point clustering occurs when there is a large proportion of observation 

on the dependent variable for which no event occurred—in this case when 

countries do not receive development aid in a specific year (Belotti et al. 2015). If 

                                                           
24 The IDA awarded 3,816 loans and grants, while MIGA provided just 688 insurance guarantees.  
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the concentration of zeros (non-events) is severe enough it can bias the coefficients 

produced by regression analysis, in effect masking the true relationship between 

the response and explanatory variables. Additionally, the severity of zero-point 

clustering also impacts the standard errors associated with each estimate, 

increasing the average amount of error, in effect undermining the generalizability 

of the results.  Note that while there is a sizable concentration of zeros (non-

events) the IBRD, IDA, and IFC, their proportion does not prevent the model from 

attaining statistically significant results. To be clear, such results are biased 

conservatively against the influence of politics, but for the purposes of this study 

merely establishing the presence of donor, influence represents a step forward25.  

To address the problems associated with zero-point clustering in the MIGA data, 

the analysis presented in chapter 6 utilizes a two-stage model, similar to the common 

Heckman section model. During the first stage, the model estimates the probability of 

receiving MIGA aid, while the second stage estimates the value of aid received for only 

those observations in which aid was awarded (Heckman 1979). This approach effectively 

breaks the data into two separate samples, allowing us to accurately assess the influence 

of the explanatory variables without the distorting effects of all of the zeros (non-events) 

in MIGA’s investment portfolio (for details refer to Chapter 6 section 2).  

Before concluding this chapter, one additional point requires elaboration. 

Throughout this study, a single research design is employed to assess the influences on 

the lending decisions of the various agencies of the WBG. Some may be concerned that 

                                                           
25 Additionally, two stage models which omit the non-events are include in each chapter appendix as 

robustness checks, which help to further substantiate the findings and produce more accurate coefficients.  
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differences in the individual mandates and lending modalities of these agencies make the 

use of a common research design inappropriate. While it is true that each agency of the 

WBG has a slightly different mandate, they all share a common core set of motivations 

which transcends their differences26. The World Bank a whole, is tasked with promoting 

economic growth and development, primarily by correcting market failures in the 

distribution of international capital. As such, the main objective of each agency of the 

WBG is to facilitate investment in countries which would otherwise have difficulty 

attracting investment capital. Further, the Bank’s overarching commitment to growth and 

poverty alleviation is uniform across the different branches of the WBG. As such, there is 

no reason to believe that the Bank’s formal lending criteria related to economic need and 

institutional quality will vary across the different WBG agencies.  

 There is, however, one major exception to this characterization. The IFC and 

MIGA both have unique mandates which complicate our expectations about the behavior 

of foreign direct investment (FDI). Given that these agencies provide services directly to 

private entities, we have reason to believe that FDI will behave differently at the IFC and 

MIGA. According to strict need-based arguments, access to capital should be negatively 

correlated with the Bank’s lending behavior. However, because the IFC lends directly to 

private enterprises, access to capital may be positively related to aid outcomes, as there 

must be some baseline level of private capital in order to create viable investment 

partners on the ground. Additionally, in practice, the IFC often seeks to pair multilateral 

                                                           
26 The IBRD is designed to serve the governments of middle-income countries, while the IDA caters to the 

governments of low-income countries. In contrast, both the IFC and MIGA provide development services 

directly to the private sector. The IFC provides investment capital directly to private enterprises, while 

MIGA offers investment risk insurance to foreign investors seeking to establish or expand their presence 

the developing world. 
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aid flows with private investment. MIGA’s mandate similarly, complicates expectations 

related to FDI flows. MIGA provides investment risk insurance to facilitate foreign 

investment. As such, the receipt of a MIGA aid necessitates the presence of a foreign 

investor willing to provide development capital.  For these reasons, FDI may contradict 

conventional need-based expectations at the IFC and MIGA. Despite the countervailing 

expectations regarding FDI at these agencies, its actual influence on aid outcomes 

remains an empirical question. As such, all statistical models follow a common research 

design and include measures of foreign investment.  

 

 (2.4) Conclusion  

 To recap, this study is concerned with understanding how the World Bank 

allocates development assistance. The goal is to determine why some countries receive 

more aid than others. Traditional explanations have centered on the role of international 

politics (Dreher et al. 2009a and Vreeland and Dreher 2014); specifically, the influence 

of powerful donors like the United States (Andersen et al. 2006, Fleck and Kilby 2006, 

and Kilby 2013). Despite consensus within the literature on the importance of the United 

States, there is a good reason to believe that the US is not alone in its influence over the 

World Bank. Studies on attempts to reform the World Bank have argued that the Bank is 

beholden to multiple donors, a fact which, paradoxically, often frees it from external 

influences. Such studies argue the Bank is able to play competing influences against one 

another to nullify external pressure (Nielson and Tierney 2003 and Nielson et al. 2006, 

Weaver 2008). These two literatures point to different realities. The foreign aid literature 
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describes a world in which multilateral development aid is largely driven by the foreign 

policy preferences of powerful donors like the United States.  Whereas, the IO literature 

describes an independent World Bank, which is able to chart its own course and award 

aid according to criteria which it has established itself.  

 To determine which of these two realities is more accurate, the preceding chapters 

will utilize quantitative analysis of panel data covering the period between 1990 and 2011 

to evaluate the impact of three broad categories of influence over the World Bank—

international politics related to donor influence and two sets of country-level attributes 

which the Bank has identified as relevant considerations in the allocation of development 

aid—need and governance characteristics. As part of this analysis, we will expand upon 

traditional notions of donor influence and account for political pressure stemming from 

donors other than the United States. Specifically, we will examine whether the Bank’s 

other top donors, Japan, Germany, the United Kingdom, and France exert any influence 

over the Bank and if so, what effect it has on the Bank’s overall independence. The 

following table summarizes the expectations which will be evaluated in the subsequent 

case study chapters.  
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Table 2.3: Summary of Expected Results  

Variable  Expected Coefficient 

  

Economic Productivity (GDP) (-) 

Per capita Income (-) 

Economic Growth (-) 

Life Expectancy (-) 

Infant Mortality (+) 

Savings Rates (-) 

Foreign Direct Investment (-) 

  

Control of Corruption (+) 

Political Stability (+) 

Regulatory Quality  (+) 

Rule of Law  (+) 

Democracy  (+) 

  

Trade (+) 

Bilateral Aid (+) 

Political Affinity (+) 

Western Alliance (+) 

Military Conflict -- 

Proximity to Military Conflict (+) 
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CHAPTER 3 

PROMOTING DEVELOPMENT AMONG MIDDLE-INCOME 

COUNTRIES: UNDERSTANDING THE LENDING PRACTICES OF 

THE IBRD 

 

Introduction  

 This chapter presents the first empirical analysis of this dissertation, by focusing 

on the main agency of the World Bank Group (WBG), the International Bank for 

Reconstruction and Development (IBRD). The oldest agency of the WBG, the IBRD was 

founded at the close of the Second World War at the Bretton Woods Conference. Initially 

charged with the task of funding post-war reconstruction efforts in Europe, the IBRD 

very quickly assumed an expanded mandate, adopting the mission most are now familiar 

with, that of promoting economic growth and development around the world. Since the 

late-1940s the IBRD has helped poor countries to plan, fund, and implement various 

development projects, with the goal of promoting economic growth, alleviating poverty, 

and improving the lives of the world’s most impoverished. This study focuses on the 

IBRD’s role as a source of investment capital by exploring variation in how the IBRD 

awards development aid. To help promote economic development, the main agency of 

the WBG offers the governments of poor countries access to low-interest loans with 

extended repayment periods. Each year the IBRD lends billions of dollars’ worth of aid 

to countries across the globe, to fund projects ranging from the construction of schools 

and power plants to the establishment of public safety net programs.  In this way, World 

Bank funding has a profound impact on the quality of life for millions living in the 
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developing world. Given this tremendous influence, it is important to understanding how 

such development aid is awarded.   

 Analysis of the IBRD’s lending behavior during the period between 1990 through 

2011 reveals widespread variation in its investment portfolio which cannot be explained 

with reference to borrowers’ basic development or demographic attributes. The IBRD’s 

loan portfolio is filled with numerous instances in which countries with very similar basic 

development profiles receive wildly divergent amounts of financial assistance. 

Accounting for characteristics such as population, per capita income, and economic 

productivity, I find that the IBRD’s lending behavior is filled with seemingly anomalous 

funding decisions. As such, the primary motivation of this research is to explain why 

some countries receive more development aid than others, especially among those with 

similar basic development and demographic characteristics. 

 To illustrate this phenomenon, consider the following examples. Among the 

IBRD’s top aid recipients, Argentina and Poland share many similar basic economic 

characteristics, yet Argentina received nearly twice as much financial support. As Table 

3.1 summarizes, Argentina and Poland had virtually identical average populations, 

economic productivity, and per capita income during the period between 1990 through 

2011, yet Argentina received $24.4 billion in aid, compared to Poland’s $11.3 billion. 

This pattern persists across all levels of affluence and size. Among moderately affluent 

countries the divergent experiences of Lebanon and Lithuania are even more striking. 

Both countries had average populations of approximately 3 million, economies worth 

roughly $20 billion, and per capita incomes of between $5-6 thousand per person. 

Despite their similar development profiles Lebanon was awarded nearly three times more 
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aid, at $1.4 billion compared to Lithuania’s $490 million27. This trend continues even 

among some of the World’s most impoverished countries.  For example, consider the 

divergent experiences of Pakistan and Nigeria. Pakistan received over four and a half 

times more IBRD funding than Nigeria, again despite the fact that both nations have 

comparable development traits. Such variations represent the core empirical puzzle at the 

heart of this study. 

Table 3.1: Unexplained Variation in the IBRD’s Investment Portfolio.  

Country 
Total Aid 

Received 
(USD) 

Average 

Population 
(Millions) 

Average GDP 
(Billions USD) 

Average 

Income 
(USD) 

     

Argentina 24.4 billion 36.9 209  6,755 

Poland 11.3 billion 38.3 267  
6,270 

 

     

Lebanon  1.4 billion  3.4 19.3  5,097 

Lithuania  490 million  3.4 21.9  
5,756 

 

     

Pakistan   4.2 billion  144 92.4  615 

Nigeria  943 million  126 89.5 
613 

 
Average development characteristics 1990 through 2011. Aid data is derived from the World Bank’s 

Projects Database, while development characteristics are taken from the Bank’s World Development 

Indicators Series.  

 

 If borrowers’ basic development characteristics cannot account for such patterns, 

what explains the divergent experiences of the countries listed in Table 3.1? According to 

conventional explanations, such anomalous lending decisions are likely tied to the role of 

                                                           
27 It is possible that both Poland and Lithuania’s diminished status at the IBRD is in part due to their history 

as former Soviet republics, which have been targeted with large volumes of aid from the European Union. 

Their diminished status may reflect coordination among aid providers, in which the EU and the World 

Bank adopt a division of labor. However, such a possibility seems diminished by the fact that the IBRD 

awarded significantly more aid to countries located in Europe and Central Asia than those from other 

regions (see Table 3.2 for details).   
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international politics. A large literature is devoted to understanding the flow of foreign 

aid, of which a subset has specifically explored the determinants of World Bank aid. The 

general consensus of this literature is that foreign aid, including World Bank funding, is 

awarded according to international politics and not primarily humanitarian impulses or 

development concerns. Several studies have shown that bilateral aid flows are skewed 

toward countries which are of political or strategic importance to donors (Alesina and 

Dollar 2000, Lundborg 1998, and Vreeland and Dreher 2014). Similarly, studies have 

shown that the International Monetary Fund (IMF) grants preferential treatment to the 

politically well connected (Dreher et al. 2009a, Dreher et al. 2015, Dreher and Jensen 

2003, and Tacker 1999).   

 Studies on the determinants of World Bank aid have found similar results. For 

example, countries which are temporary members of the United Nations Security Council 

(UNSC) tend to receive disproportionately high levels of funding from both the IBRD 

and IDA (Dreher et al. 2009 and Vreeland and Dreher 2014). Additionally, those with 

close ties to the United States, the Bank’s largest donor, appear to receive special 

treatment. Andersen et al. find that countries with close political alignment with the US 

tend to receive greater amounts of assistance from the Bank’s discount lending arm, the 

IDA (Andersen et al. 2006). Similarly, Fleck and Kilby have shown that countries with 

closer economic and political ties to the US tend to receive a greater share of Word Bank 

resources (Fleck and Kilby 2006).  

 Yet, while there are compelling reasons to suspect that a portion of the Bank’s 

seemingly anomalous behavior is tied to international politics, several important issues 

remain unclear. First, how much influence does the US exert over the Bank’s funding 
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decisions? Second, does this influence vary across the different arms of the WBG? Most 

importantly, is the United States alone in its ability to guide lending decisions or are other 

large donors similarly able to shape the Bank’s lending policy? Insights from a branch of 

the World Bank literature which focus on the Bank as an international organization, have 

highlighted the fact that the Bank is subject to external pressures from multiple sources, 

including other major donor states. Such studies often draw conclusions which clash with 

the implications of the foreign aid literature. While foreign aid studies tend to cast the 

Bank as a tool of powerful countries like the United States, the international 

organizations (IO) literature stresses the Bank’s independence and autonomy. Focusing 

on periods of institutional reform, several studies have shown that the World Bank is 

subject to pressure from multiple states, and that often the Bank is able to play these 

competing pressures against one another to resist reform and maintain its independence 

(Nielson and Tierney 2003, Nielson et al. 2006, and Weaver 2008). The implications of 

such studies clash with the conclusions of the foreign aid literature and suggest that the 

United States does not hold a monopoly on influence over the Bank. Further, such studies 

raise doubts about the extent of donor influence over the World Bank. To the extent that 

donors compete with one another to influence lending decisions, the Bank may be to play 

competing preferences against one another to resist external pressure and maintain its 

autonomy.  

 In order to evaluate the extent of donor influence over the Bank and to better 

understand the patterns observed in the IBRD’s investment portfolio, this chapter 

employs a series of statistical analyses on two samples of data covering the years between 

1990 through 2011. The main dependent variable of interest is the annual amount of aid 
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borrowers receive; however, several supplemental measures are also employed as 

robustness checks28. The statistical models examine three broad classes of explanatory 

influence: donor influence, economic need, and borrowers’ governance characteristics. 

To evaluate the impact of international politics, this study employs proxy measures of 

donor influence based on dyadic assessments of donor-borrower relations between every 

country which borrowed from the IBRD and each of the Bank’s top five largest financial 

contributors—the US, Japan, Germany, the UK, and France. Donor-borrower relations 

are measured along several dimensions, including trade ties, bilateral aid flows, political 

affinity, and military relations. In addition to measures designed to capture international 

political influence, the models also account for a variety of country-level economic and 

institutional characteristics which have also been argued to have bearing on the aid 

allocation process. Need-based factors include access to capital, measured by domestic 

saving rates and foreign direct investment (FDI), economic productivity, measured by 

gross domestic product (GDP) annual growth rates, per capita income, and public health 

indicators such average life expectancy and infant mortality rates. Finally, several aspects 

of borrower’s governance profiles are taken into consideration. In addition to regime 

type, measures of corruption, political stability, the rule law, and regulatory quality are 

examined.  

 Controlling for such country-level economic and governance characteristics, I 

find evidence that countries with close geostrategic ties to the Bank’s largest and most 

powerful donors tend to receive more aid than less well-connected countries. Following a 

                                                           
28 The annual value of aid is measured using constant USD—the measurement system employed by the 

World Bank. 
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research design established by those such as Andersen et al. (2006), Fleck and Kilby 

(2006), and Dreher et al. (2009), I find evidence which suggests that the United States 

does not hold a monopoly on influence over the IBRD. The data show that the multi-

donor framework employed in this study may be a more accurate depiction of donor 

influence than traditional models which focus on the role of just the United States. These 

findings at once, confirm and extend our thinking about the politicization of development 

aid, while also setting clear limits on the role that donors play in the aid allocating 

process. Taken as a whole, the various measures designed to capture donor influence 

appear to account for a relatively small proportion of the observed variation in the 

IBRD’s investment portfolio—between 15% and 20% of the explained variance across 

model specifications. This fact indicates that while donor pressures are indeed brought to 

bear on the Bank’s funding decisions, such pressure is far from the primary determinant 

of aid outcomes.  

 The limited explanatory power of donor-borrower relations at the IBRD suggests 

that the Bank retains significant autonomy from its principal member-states. However, 

this independence does not correspond with a strong record on either need-based lending 

or lending in accordance with the Bank’s governance and anticorruption strategy (GAC) 

(World Bank 2007). Despite the Bank’s mandate to aid the poor, the IBRD shows 

surprisingly little concern for need when awarding development assistance. In the 

aggregate, only two of the eight measures of need behave as expected. There is slightly 

greater support for need-based expectations once the skewed distribution of aid is taken 

into consideration by removing outliers from the analysis, but even then, only half the 

variables examined behave as anticipated. Similarly, borrowers’ governance 
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characteristics are found to have little to no aggregate influence on the IBRD’s funding 

decisions. For all of the Bank’s talk of good governance promotion and helping the 

world’s poorest, the IBRD overwhelming provides the greatest amount of funding to 

large, relatively affluent countries, which tend to be politically well connected to 

powerful donors.  

 The remainder of this chapter is organized as follows. Section 1 describes the 

main trends in the IBRD’s lending behavior, providing basic summary statistics, 

highlighting the skewed nature of IBRD lending, and elaborating on the main variation of 

interest—the fact that countries with similar development and demographic attributes 

often receive dramatically divergent amounts of funding. Section 2 briefly lays out the 

theoretical propositions and hypotheses which are evaluated as part of this chapter. 

Section 3 presents an overview of the research design and data employed to test these 

expectations. Section 4 provides a detailed discussion of the result of the statistical 

analysis, explaining and delineating the role of donor-related politics, economic need, and 

borrowers’ governance attributes. Finally, section 5 summarizes the results presented 

throughout this chapter and discusses their broader implications and significance.  

 

 (3.1) How Does the IBRD Awarded Development Aid? 

 This following section serves two distinct functions, first to outline the broad 

contours of the IBRD’s lending behavior; second, to elaborate on the variation of interest 

in this study. On the first point, this section provides descriptive statistics on the IBRD’s 

lending behavior and walks the reader through the main features of the IBRD’s loan 
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portfolio. Separately, this section also fleshes out the core research puzzle of this study, 

why some countries receive more aid than others. To that end, the second half of this 

section demonstrates that after accounting for borrowers’ basic development and 

demographic characteristics, important unexplained variation persists. In describing the 

agency’s funding decisions this section primarily utilizes aggregate figures, which 

summarize the IBRD’s activities during the entire period under study. It is worth noting 

that this aggregate focus does not reflect the research design employed in section 3.4, the 

present discussion relies on summary country-level assessments, whereas the statistical 

models presented in section 3.4 are based on annual measures29.  

 The oldest agency of the WGB, the IBRD has been providing access to 

development capital since the late-1940s. During the period between 1990 through 2011, 

the IBRD awarded just over $380 billion worth of assistance to eighty-eight different 

countries. In any given year, the IBRD awarded on average $17.3 billion in aid. The 

typical IBRD client received approximately fourteen loans cumulatively during the 

period under study, worth a median value of $966 million. However, these figures are 

somewhat misleading, as the IRBD’s investment portfolio is heavily skewed in favor of a 

small number of very large countries. Of the eighty-eight different countries to borrow 

during the study period, the top ten recipients were award 66% of the IBRD’s total 

funding. As Figure 3.1 illustrates, the ten largest recipients of aid collectively received 

$249 billion worth of funding, while the remaining seventy-eight borrowers were 

awarded only $131 billion. The heavily skewed nature of IBRD lending reveals a two-

                                                           
29 More specifically, the statistical models employ panel-data, in which the unit of analysis is a country-

year—a measurement of the amount aid a specific country receives in each year.  
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tiered system of development aid, in which a small number of countries receive the 

majority of development assistance, while the typical countries receive only modest 

amounts30. As I will demonstrate shortly, this skewed allocation pattern is largely, but not 

exclusively, due to population, which makes intuitive sense, as more populous countries 

have both a greater absolute number of people living in poverty and require additional 

development resources to stimulate economic growth. 

Figure 3.1: Distribution of IBRD Beneficiaries and the Share of Aid Received  

Here we can see that the top ten recipients represent a small portion of the Bank’s clientele, yet capture a 

majority of the IBRD’s resources.  

 

 The IBRD’s tendency to concentrate aid into a small number of clients persists 

across different levels of social aggregation. Just as a few clients dominate the agency’s 

overall investment portfolio, so to do regions. As Table 3.2 indicates countries in Latin 

America, East Asia, and Europe have received the overwhelming majority of IBRD aid. 

These three regions cumulatively captured 83% of all funds awarded by IBRD during the 

study period—despite the fact that borrowers in these regions tend to be more affluent 

than those in the remaining regions. Additionally, this pattern persists within individual 

regions themselves. For example, in Europe, of the twenty-eight different countries to 

                                                           
30 The median borrower received just under a billion dollars in aid cumulatively, while the IBRD’s top ten 

clients received on average roughly $25 billion in funding. 



 78 

 

borrow from the IBRD, the top three, Turkey, Russia, and Poland, received 54% of the 

region's total aid. This trend is even more pronounced in Latin America, where of the 

twenty-six different countries to borrow, Mexico, Brazil, and Argentina captured 70% of 

the region's total investment—again due in large part to the sheer size of these countries.  

Table 3.2: Regional Ranking of Aid Received and Average Income (1990-2011) 

Rank Region 
Value of 

Aid 
(USD Billions) 

Percentage of 

Total Lending 

 

Average 

Income 
(USD) 

1 
Latin America and the 

Caribbean 
133.5 35% 2,558 

2 East Asia and the Pacific 91.9 24% 3,231 

3 Europe and Central Asia 90.9 24% 4,891 

4 South Asia 31 8% 758 

5 
Middle East and North 

Africa  
26.4 7% 2,521 

6 Sub-Saharan Africa 7.2 2% 2,558 

Average income is based on those countries which borrowed from the IBRD, not all countries in the region. 

Aid data is from the World Bank’s Projects Database, while development characteristics are taken from the 

Bank’s World Development Indicators Series. 

 

 Thus far, we discussed the allocation of IBRD aid largely without reference to 

who the top recipients of aid actually are. Figure 3.2 identifies these countries and 

highlights their elevated status relative to the typical IBRD borrower by plotting the total 

number of loans countries receive by their cumulative value. Here we can see that 

Mexico, China, Brazil, India, and Indonesia have been the largest recipients of IBRD 

assistance followed by Turkey, Argentina, Russia, Colombia, and Poland. For those 

unfamiliar with the politics of development aid, it may come as a surprise that countries 

with reputations for successful economic development have received such a large portion 

of the IBRD’s resources. On the face of it, this pattern clashes with the Bank’s image as a 
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need-based organization. As the top recipients tend to be some of the developing world’s 

most economically successful and productive. As I discuss in the results section, this 

trend is attributed to a combination adsorptive capacity and international politics, in 

which large, economically productive countries with close ties to powerful donor-states 

receive dramatically more aid than their peers. 

Figure 3.2: Identification of the IBRD’s Top Recipients31   

 

  

 

 

 

                                                           
31 Given that the skewed nature of IBRD lending appears heavily influenced by population, some may 

question the decision to use an absolute measure of the development aid, instead favoring a per capita 

measure. However, utilization of a per capita measure distorts and obscures many of the main features of 

the IBRD’s investment portfolio. To see a per capita version of Figure 3.2, refer to the chapter appendix. 

Additionally, more on the dependent variable measurement can be found in section 3.3.  
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Figure 3.3: The Relationship Between IBRD Lending and Basic Development Attributes.   

 

 

 While the heavily skewed nature of funding decisions is the most immediately 

striking feature of the IBRD’s investment portfolio, it is not the most interesting, nor is it 

the focus of this study. Much more interesting is the variation which persists once we 

account for borrowers’ basic development and demographic attributes. As Figure 3.3 

demonstrates, countries with similar basic development characteristics often receive 

divergent amounts of funding. Figure 3.3 presents the aggregate relationship between 

development attributes and the amount of aid countries receive. Given that we are 

describing patterns across twenty plus years, the development characteristics are 

expressed as annual averages while aid is expressed as a cumulative value. Here we can 

see that countries with the same basic size and level of economic productivity are 

frequently awarded dramatically different amounts of funding. For example, on the left-

hand side of Figure 3.3, we can see that Iran, Egypt, and Turkey are all roughly about the 

same size, with average populations between approximately 60-65 million people. Yet, 
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despite their similar size, Egypt received over three times more aid than Iran, while 

Turkey received over eleven times more aid than Iran32.  

 Similarly, on the right-hand side of Figure 3.3, we see the same pattern of 

unexplained variance regarding GDP. All along the horizontal axis, at different levels of 

productivity, we find economies worth roughly the same amount which receive 

dramatically different amounts of IBRD funding. For example, during the period under 

study, Nigeria and Pakistan had nearly identical basic development profiles, with average 

populations of 120-140 million people, economies worth approximately $90 billion, and 

per capita incomes of roughly $600 per person. Yet, despite their similar levels of need 

for development aid, Pakistan received over four times more funding than Nigeria, as 

Pakistan received $4.2 billion in assistance cumulatively compared to Nigeria’s $943 

million. The same pattern holds even among small nations. For example, Belarus and 

Tunisia had the same average size populations, levels of economic productivity, and per 

capita incomes, but again we see one country receiving significantly more aid than the 

other. Belarus was awarded $865 million in aid cumulatively, compared to Tunisia’s $4.1 

billion. As these examples illustrate, the main variation of interest in this study does not 

take place along the horizontal axis in Figure 3.3, but along the vertical axis. This study is 

principally concerned with understanding the flow of aid, in light of the limited 

explanatory power of basic economic indicators.  As such, the primary question 

motivating this study, is why do countries with similar development profiles receive 

divergent amounts of World Bank funding?  

                                                           
32 Iran received just over $2.2 billion in aid, Egypt $7.3 billion, and Turkey $24.6 billion.  
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 This section has shown that during the twenty-one years under investigation, the 

IBRD has awarded over 2,500 different loans worth approximately $381 billion. The 

IBRD serves clients in every region of the world, having lent to eighty-eight different 

countries during the study period. The typical IBRD borrower received just under $1 

billion cumulatively between 1990 through 2011, while the IBRD’s largest clients 

received closer to $25 billion. This pattern seems in part related to the absorptive capacity 

of borrowers, as the top recipients are all large economically productive countries. In fact, 

many of IBRD’s largest clients are also the developing world’s star economic performers. 

Yet as we have seen, even among countries with similar development attributes 

significant variation persists. At all levels of productivity, population size, and affluence, 

we find that some countries receive seemingly preferential treatment, being award 

dramatically more aid than their peers with similar development and demographic 

attributes. Countries like Argentina, Lebanon, and Pakistan have received significantly 

more aid than Poland, Lithuania, and Nigeria. The remainder of this chapter is devoted to 

understanding these seemingly anomalous lending decisions.  
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Figure 3.4: Distribution of IBRD Funding  
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(3.2) Theory: Understanding the IBRD’s Lending Behavior  

 In trying to make sense of the patterns described in the previous section, the first 

place we turn is to the existing World Bank literature. This section presents an 

abbreviated discussion of the research which informs the present study’s approach to 

exploring the Bank’s lending behavior (for a full discussion of this literature refer to 

chapter 2). The World Bank literature is largely divided into two camps, one which 

specifically addresses the issue of aid allocation and one which looks at a broader swath 

of the Bank’s behavior, with emphasis on institutional processes and organizational 

reform. In addition to focusing on different aspects of the Bank’s operation, these two 

literatures develop largely competing conclusions about the Bank and the sources of its 

behavior.  

 The foreign aid literature, which specifically examines variation in the allocation 

of development assistance, argues that aid is primarily awarded according to international 

politics. Studies on the determinants of bilateral aid flows have consistently shown that 

wealthy donor states use aid as an instrument of statecraft, in which economic assistance 

is employed to bolster donor’s foreign policy agendas (Alesina and Dollar 2000, 

Vreeland and Dreher 2014, Kuziemko and Wreker 2006)33. In addition to the evidence 

from bilateral aid flows, the role of politics in shaping multilateral aid decisions can also 

be seen at the International Monetary Fund (IMF). Numerous studies have demonstrated 

that politically well-connected countries receive preferential treatment from the Fund 

                                                           
33 On this point see also, Meernick et al. 1998, Lundborg 1998, and Reynolds and Winters 2016. 
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(Dreher et al. 2009a, Dreher et al. 2015, and Thacker 1999)34. Such findings are largley 

mirrored at the World Bank, where several studies have shown that politically connected 

countries seem to receive preferential treatment from the World Bank as well (Dreher et 

al. 2009b, Andersen et al. 2006, and Fleck and Kilby 2006)35. According to such studies, 

powerful donors intervene in the World Bank’s internal decision-making process to steer 

aid towards friends and allies, while pressuring the Bank to withhold funds to rivals and 

enemies (Gwin 1997 and Wade 2002).    

 Despite the evidence of donor influence provided by the foreign aid literature, 

insights from IO studies on the World Bank add complicating wrinkles to how we think 

about variation in the Bank’s lending behavior. Several studies working from a Principal-

Agent (PA) perspective have argued that the World Bank retains significant amounts of 

autonomy from powerful donor-states and often is able to resist exogenous pressures 

(Nielson and Tierney 2003, Nielson et al. 2006, and Weaver 2008)36. Such studies 

emphasize the Bank’s autonomy and highlight the difficulty states have in controlling 

international organizations like the World Bank. Additionally, such studies point out that 

the Bank is beholden to multiple donors, a topic that has been largely overlooked in the 

foreign aid literature. 

 These two divergent trends in the literature suggest different possible explanations 

for the variation described in section 3.1. One the one hand, the foreign aid literature 

                                                           
34 For more on the politicization of IMF aid refer to Barro and Lee 2001, Oatley 2003 and Dreher and 

Jensen 2003. 
35 For more on the politicization of World Bank aid refer to Vreeland and Dreher 2014, Kilby 2013, and 

Neumayer 2003). 
36 For more on reform periods, the internal workings of the IFIs, and ways which the Bank resists external 

pressure refer to Miller-Adams (1999), Chwieworth (2008), and Phillips (2009).  
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argues that such variation is likely due to external pressures related to international 

politics, specifically the political influence of the Bank’s largest financial donor—the 

United States. On the other hand, the IO literature suggests the variation in funding 

decisions is likely due to internal Bank processes and not donor-state preferences—

especially to the extent that multiple donors have competing preferences over how aid 

should be awarded, which allows the Bank leeway to resist pressure from any individual 

donor.  

 From these two competing interpretations, I derive and test a series of hypotheses 

to evaluate the different influences over the Bank’s lending behavior. Given the insights 

from the IO literature, I expand upon traditional measures of donor influence to examine 

the potential influence of each of the Bank’s top five largest financial donors—the United 

States, Japan, Germany, the United Kingdom, and France. If such donors are intervening 

in the Bank’s internal decision-making processes, we should observe that borrowers with 

closer economic, political, and geostrategic ties to the Bank’s largest donors receive 

greater levels of funding than their less well-connected peers (see hypotheses 1-5 in 

Table 3.3). If on the other hand, the World Bank is an independent actor, free of external 

political pressures, we should find that the distribution of development aid is determined 

by borrower attributes specified by the Bank as important determinants in the aid 

allocation process, factors such as economic need and institutional quality (hypotheses 6-

9) 
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Table 3.3: Summary of Hypotheses  

𝑯𝟏 Countries which trade more with the Bank’s top donors receive higher levels of development aid. 

𝑯𝟐 
Countries which receive more direct bilateral aid from the Bank’s top donors will also 

receive increased levels of multilateral development aid from the World Bank. 

𝑯𝟑 
Countries with greater political affinity toward the Bank’s top donors receive more 

development assistance. 

𝑯𝟒 
Formal military allies of the Bank’s top donors receive more development aid than their 

unaligned peers. 

𝑯𝟓 
Countries bordering on conflict zones in which one of the Bank’s top members is a participant 

receive more development aid than countries which do not border such conflict zones. 

𝑯𝟔 
Access to foreign and domestic sources of capital is negatively correlated with the value 

of aid countries receive. 

𝑯𝟕 
Wealth and economic productivity are negatively correlated with the value of aid countries 

receive. 

𝑯𝟖 
National-level physical health attributes are inversely related to the amount of development aid 

countries receive. 

𝑯𝟗 

The value of development aid a country receives is positively correlated with each of the five 

dimensions of governance—corruption, political stability, regulatory quality, rule of law, and 

democracy. 

 

For a complete discussion of these hypotheses refer to chapter 2.  

 

 

(3.3) Methodology and Design  

 To test the hypotheses listed in Table 3.3, I utilize OLS linear regression analysis 

conducted on two samples of panel data, which cover the period between 1990 through 

2011. Given data availability restrictions on borrowers’ governance attributes, the 

analysis is conducted on two separate but overlapping samples of countries. The first 

sample covers the entire period between 1990 through 2011 but does not account for the 

influence of borrower’s governance characteristics, as data on such measures is only 

available beginning in 1996. This sample omits countries which joined the World Bank 

midway during the study period—for example, those of the former Soviet Union. This 

first sample includes fifty-nine countries and just over 1,200 observations. The second 
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sample covers a reduced time period but includes a greater number of countries and 

variables—specifically, those related to borrowers’ governance characteristics. Beginning 

in 1996, the second sample includes data for every other year until 2003, at which point 

data is available for every year until the end of the study period. Sample two includes 

seventy-three countries and just over 900 observations. The inclusion of two distinct 

samples acts as a robustness check on the findings presented in section 3.4. To the extent 

that the findings are consistent across different samples of countries we can be more 

confident in their generalizability.  

 The selection criteria for inclusion in these samples is based on a non-random 

three-part methodology. First, a country must have been a member of the agency under 

investigation during the entire study period. Second, a country must have had a financial 

relationship with that agency. Finally, data must be available for all measures throughout 

the entire time period. Based upon this selection method, the sample of countries are 

composed of nations which have borrowed from the IBRD at least once during the period 

under study. Some might be concerned that such a selection process risks biasing the 

results of the study. There are two types of concerns with this selection criteria. The first 

is that such a research design fails to speak to the experiences of those countries which 

are likely to borrow but never have. To a certain extent this is a valid criticism; however, 

it does not undermine this study’s ability to answer the specific research question posed. 

This study is concerned with understanding why some countries receive more aid than 

others. As such, the implicit scope condition inherent in this study is that all results apply 

only to those nations which have a financial relationship with the Bank. Those countries 
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which we might expect to borrow, but which have not, fall outside of the purview of this 

study37. 

 The second concern regarding selection bias is that, by focusing on only those 

which have borrowed, this research design may be underestimating the effect of the 

explanatory variables. This might be a problem if there were little variation in the Bank’s 

lending behavior; however, there is, in fact, significant amounts of variation. Very few 

countries receive aid every year, rather most countries receive aid sporadically. In fact, a 

substantial proportion of the observations on the dependent variable are years in which 

countries received no aid what so ever. The presence of so many zero observations 

nullifies the concern that the sample is biased in favor of those which receive aid. If 

anything, the sample is biased conservatively against the influence of the explanatory 

variables, creating a more difficult test to pass (for a more detailed discussion of these 

issues refer to chapter 2, section 2.3).  

 Given that this study is concerned with understanding the lending behavior of the 

WBG, the main dependent variable of interest is the value of aid, which measures the 

annual amount of development assistance a country receives from each agency of the 

WBG, in this case the IBRD. The decision to use an absolute measure of aid, rather than 

a per capita measure, is based on a combination of the Bank’s measurement system and 

trends in the existing foreign aid literature. The primary focus of this study is on 

understanding the Bank’s behavior. To that end, we are concerned with cross-national 

                                                           
37 It is worth noting that that the vast majority of World Bank members which are likely to borrow, have 

done so at least once. Those few developing countries which are members of the World Bank but have not 

borrowed are a minority, which tend to be either relatively prosperous economically or international pariahs 

(for details refer to chapter 2, section 2.3).  
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variations only to the extent that they provide insight into what the Bank is thinking or 

how it is behaving. Utilizing a per capita measure of aid would distort the Bank-centric 

approach, and shift our thinking from the international level to the comparative cross-

national. In order to preserve our focus on the Bank, this study adopts the measurement 

system used by the World Bank itself—an absolute value of aid expressed in constant 

2005 USD. This measurement choice is common among existing studies on the 

determinants of World Bank lending. Both Andresen et al. (2006) and Vreeland and 

Dreher (2014) employ a similar measure38.   

 The Bank’s investment portfolios include a diverse set of clients which often have 

very different experiences borrowing from the World Bank. Given the skewed nature of 

the IBRD’s investment portfolio, in which a smaller number of countries receive very 

large volumes of aid, several alternative models specifications are employed which make 

use of both a log and per capita version of the value of aid (the results of these analysis 

are reported in the chapter appendix).    

 According to the logic of donor influence arguments put forward by those such 

Andresen et al. (2006) and Fleck and Kilby (2006) proxy measures of donor influence are 

sufficient to demonstrate the politicization of development aid. To the extent that 

borrowers with closer geostrategic ties to important donors receive increased amounts of 

development aid it is viewed as indirect evidence of donor influence in the aid allocation 

process. Extending this logic beyond relations with the Bank’s largest donor, the United 

States, the present study examines donor influence among the Bank’s top five largest 

                                                           
38 Both studies utilize a log measure of the absolute value of aid. Alternative measures include the share of 

aid received (Fleck and Kilby 2006) and the number of loans received (Dreher et al. 2009).  
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donors—the United States, Japan, Germany, the United Kingdom, and France39. As such, 

the main class of explanatory variables are indirect assessments of donor influence, based 

on dyadic measures of donor-borrower relations—relations between every borrower and 

each donor. There are twenty different dyadic measures and three variables which assess 

relations with all donors simultaneously. These variables are designed to capture 

borrowers’ strategic importance to the Bank’s top donors along several key dimensions, 

including trade ties, bilateral aid flows, political affinity, and military relations.  

 Trade ties are measured using data on the annual value of imports and exports 

exchanged between donors and borrowers. Bilateral aid is employed in this study as a 

general assessment of strategic interest, as those which receive greater amounts of direct 

financial support from donors are considered of higher strategic importance (Alesina and 

Dollar 2000, Meernick et al. 1998, and Lundborg 1998). The political affinity variables 

measure how often two countries vote the same at the United Nations General Assembly 

(UNGA) in any given year. Affinity scores range from (0-2), with zero representing 

complete disagreement, one representing partial agreement, voting the same half of the 

time, and two representing complete agreement, or voting the same all the time. The 

specific measures of political affinity employed in this study are novel, as assessments of 

the dyadic vote similarity between all borrowers and each the Bank’s top donors were not 

previously available. Finally, along the military dimension of donor-borrower relations 

the variables alliance, military conflict, and proximity to conflict are dichotomous 

                                                           
39 Note that this study uses the Bank’ top five historically largest donors, not necessarily the current top 

five. The US, UK, Japan, Germany, and France have historically been the dominate members at the World 

Bank; however, more recently China has emerged as a significant donor within the IBRD. As of 2017, 

China is the third largest donor at the IBRD, yet it remains a minority contributor at the other agencies of 

the WBG. Given that China only recently became a major contributor to the Bank’s funding it is not 

included as a top donor in this study.  
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variables, which indicate whether a borrower is a formal western ally, participated in an 

armed conflict in which a top donor was a participant, and whether the borrower shares a 

contiguous border with a country involved in a military dispute with a top donor. 

 In addition to the political influence variables, the analysis also accounts for 

several dimensions of the need for development assistance and borrowers’ governance 

attributes. Measures of a country’s development characteristics include factors such as 

population, gross domestic product (GDP), per capita income, and annual GDP growth 

rate. The analysis also includes non-economic dimensions of need, such as average 

annual life expectancy and infant mortality rates. Access to capital, one of the core 

indicators of need, is measured by domestic savings rates and foreign direct investment 

(FDI). Regarding borrowers’ governance attributes, the study focuses on four dimensions 

of institutional capacity and regime type. Control of corruption, political stability, 

regulatory quality, and the rule of law measure how well borrowers manage both their 

economies and state bureaucracies40.  The last variable included in the governance cluster 

is Polity IV, which measures whether a country is authoritarian or democratic. The Polity 

variable ranges from (-10 through 10), with low scores indicating strong authoritarian 

tendencies and high values corresponding to strongly democratic traits (for additional 

details on the data and methods refer to chapter 2). 

 

 

                                                           
40 The institutional capacity terms are measured on a scale ranging from (-2.5 through 2.5), with low scores 

indicating poor institutional quality. 
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 (3.4) Analysis and Findings                      

International Politics and Donor Influence 

 The IBRD’s lending behavior during the 1990s and early 2000s shows clear 

evidence of the politicization of development aid. Across each dimension of donor 

influence, we find that countries of greater strategic importance to select donors receive 

more funding than their peers. Further, the data suggests that donor influence is not 

confined exclusively to the United States. On several dimensions of donor-borrower 

relations, the Bank’s other top donors also appear to influence the distribution of 

development assistance. Yet, while this analysis confirms the presence of donor influence 

in the aid allocation process, it also reveals the limits of that influence. Contrary to the 

implication of much of the foreign aid literature, donor preferences are not the driving 

factor behind allocation decisions. Rather, they appear to be one among several classes of 

influence which ultimately shape lending outcomes.   

 According to the logic of donor influence arguments, if donors are influencing the 

IBRD’s funding decisions, we should observe that those with closer strategic ties to such 

donors receive increased levels of funding. In order to test this expectation, I compare 

IBRD funding decisions against four types of donor-borrower relations—trade ties, 

bilateral aid flows, voting affinity at the UN, and military relations. Along each of these 

dimensions, the data show that those with closer strategic connections to select donors 

receive increased amounts of IBRD assistance. For ease of analysis, I have divided the 

results from regression analysis into subsections based on the different class of 

explanatory variables (see Table 1b in the chapter appendix for a complete set of results). 
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Table 3.4 reported here presents the results from regression analysis for the trade portion 

of donor-borrower relations41. Here we can see that trade relations with each of the 

Bank’s top five donors are correlated with the IBRD’s lending decisions in ways that 

support hypothesis 1. These patterns persist in alternative model specifications which 

account for the influence of outliers (refer to Table 2b in the appendix). Interestingly 

however, we observe that imports and exports operate differently, as some donors appear 

to favor export promotion over access to imports.  

 According to the results reported in Table 3.4, in any given year countries which 

purchase a greater amount of American and German exports tend to receive larger 

amounts of IBRD funding. For example, according to specification 2, for every additional 

$1 million worth of goods purchased from the United States, a developing country can 

expect to receive an additional roughly $30 thousand in aid from the IBRD42. Figure 3.5 

demonstrates the positive relationship between purchases of donor exports and the 

IBRD’s lending practices. The positive correlation observed here suggests that countries 

like the United States and Germany pressure the Bank to lend more to their trading 

partners. 

 

 

 

                                                           
41 These results are a subset of the full findings and therefore account for the causal influence of all other 

variables examined (see the chapter appendix for the full results).   
42 Note that specification 2 pertains to the second sample of countries which borrowed between 1996 

through 2011 and includes the influence of borrowers’ governance characteristics.  
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Table 3.4: The Impact of Trade with Top-Donors on the Value of Aid Received43. 

Variable Name 

1 

(Sample I) 

 

2 

(Sample I) 

 

3 

(Sample II) 

 

4 

(Sample II) 

 

US Exports  42,331*** 

(7,256) 

31,049*** 

(8,206) 

28,541*** 

(11,056) 

33,509 

(34,682) 

JP Exports -40,281*** 

(6,147) 

-24,806*** 

(5,498) 

-38,533*** 

(7,607) 

7,973 

(11,754) 

GR Exports -19,996 

(17,320) 

19,136* 

(9,930) 

3,051 

(19,028) 

43,322** 

(21,914) 

UK Exports 70,185 

(55,983) 

-63,130 

(66,632) 

42,224 

(56,625) 

-138,561 

(95,820) 

FR Exports -9,226 

(35,688) 

-25,871 

(23,597) 

43,859 

(33,162) 

-34,684 

(47,629) 

     

US Imports   -21,976*** 

(3,560) 

-16,861*** 

(4,451) 

-13,149** 

(6,301) 

-17,728 

(11,397) 

JP Imports   44,091*** 

(6,833) 

6,909 

(6,638) 

39,159*** 

(12,052) 

4,422 

(14,022) 

GR Imports   2,039 

(22,191) 

-27,631* 

(15,641) 

-31,487** 

(14,825) 

-40,675* 

(21,751) 

UK Imports   38,647** 

(18,339) 

96,912*** 

(19,414) 

51,905* 

(28,909) 

69,992** 

(29,502) 

FR Imports   106,647*** 

(41,968) 

69,190** 

(27,062) 

6,052 

(33,878) 

43,378** 

(17,470) 

     

Past Lending  -- Yes -- Yes 

Fixed Effects  -- Yes -- Yes 

Sample Size  1,274 1,067 934 718 

Countries  59 73 59 73 

R-Squared  .476 .446 .632 .635 
The use of fixed effects accounts for unobserved causal influence operating at the country-level, while lag 

dependent variables accounts from the impact of past lending decisions. The inclusion of these additional 

variables serves as a robustness check for the findings. To the extent that the results are consistent across 

model specifications we can be more confident in their validity and generalizability (refer to chapter 2 for 

details). (*** p<0.01, ** p<0.05, * p<0.1 with panel corrected standard errors in parentheses) 

 

 Some may counter that these positive correlations do not necessarily reflect 

international politics, but rather economic decision-making on the part of the World 

Bank. It is possible that the IBRD lends more to economically productive economies that 

                                                           
43 Across the various models reported in this chapter the assumption of homoscedasticity holds and the data 

is free of auto correlation; however, the data does suffer from contemporaneous correlation, necessitating 

the use of panel corrected standard errors.  
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are more integrated into the global economy, which may explain the positive correlations 

for US and German exports. However, the evidence pertaining to donor imports does not 

support this interpretation. If the Bank were lending more to countries based on 

integration into the global economy, we should find no difference between imports and 

exports. Yet according to the data, the different types of trade are often inversely related. 

For example, the positive correlation observed on exports does not carry over to US or 

German imports. In fact, the sale of imports to such countries is negatively correlated 

with IBRD lending.  

 This combination of evidence suggests that the US and Germany use World Bank 

aid as a way to promote their export sectors, an interpretation which is supported by 

Breblein and Schmaljohann (2013), who in studying trade liberalization conditionality at 

the World Bank, find that the US and Germany use aid conditionality to support their 

commercial interests. In this way, given the fungibility of aid dollars, IBRD assistance 

can be thought of as subsidizing US and German export industries. 

 Figure 3.5: The Relationship Between Donor-Borrower Trade Relations and IBRD Aid 

For ease of analysis, these illustrations present the aggregate relationship between donor trade ties and 

IBRD aid. The vertical axis shows the total value of aid received, while the horizontal axis reports the 

average amount of trade with select donors—expressed in a logarithmic scale. This depiction simplifies the 

basic patterns in the panel-data by merging multiple annual observations into a single summary value. 
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 The United States and Germany are not alone in their apparent influence over the 

IBRD, as trade with Japan, the United Kingdom, and France are also correlated with the 

IBRD’s lending habits44. Unlike the US and Germany however, their peers appear to 

favor the prioritization of imports over exports. As the bottom portion of Table 3.4 

illustrates, those which sell a greater amount of goods to donors such as Japan, the UK, 

and France also tend to receive increased amounts of development aid. For example, 

every $1 million worth of goods sold to the United Kingdom corresponds to an increase 

in IBRD aid of somewhere between roughly $40-90 thousand per year45. It would seem 

that such donors trade World Bank aid for access to foreign goods46.  

 To further illustrate the impact of trade relations on IBRD funding decisions, 

consider how economic ties between donors and borrowers help to explain the anomalous 

variations presented earlier. Figure 3.3 presented earlier, showed the limited explanatory 

power of basic development indicators such as population and economic productivity. 

Recall that Turkey and Iran are approximately the same size, while Tunisia and Belarus 

have the same average levels of productivity, but in both cases, one country received 

dramatically more aid than the other. Donor influence tied to trade relations helps to 

explain these otherwise anomalous lending decisions, as countries with closer economic 

connections to the Bank’s top donors tend to receive more aid.  For example, as Table 3.5 

illustrates both Tunisia and Turkey have much closer trade ties with the Bank’s five 

                                                           
44 Some might argue that these correlations are being driven primarily by the IBRD’s largest clients, who 

happen to be highly productive economies that account for a relatively large share of global trade. 

However, the basic pattern of these results remains the same when the IBRD’s seven largest recipients are 

removed from the analysis (refer to Table 2b in the appendix).  
45 For illustrations of the positive relationship between imports and IBRD aid refer to Figure 3b in the 

appendix. 
46 The positive coefficient for Japanese imports is dependent on the inclusion of outliers. Once the seven 

largest recipients of aid are removed from the analysis, the coefficient for Japanese imports changes signs. 
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largest donors than Belarus and Iran; a fact which suggests that Tunisia and Turkey owe 

their privileged status in part to their close ties with important donors.  

Table 3.5: Total Aid Received by Average Trade Ties with the Bank’s Top Donors  

Country 

 

Total Aid US Exports GR Exports JP Imports UK Imports FR Imports 

Tunisia  4,100 302 1,100 53 249 2,500 

Belarus  865 69 1,300 11 203 179  

       

Turkey  24,600 4,700 11,000 262 3,800 3,000 

Iran  2,200 209 3,200 6,600 187  1,500 

       

Argentina  24,400 4,600 1,400 569 495 519 

Poland  11,300 1,300 22,500 219 3,200 3,600 

All values are expressed in millions of USD. Trade values are averages for 1990-2011.  

 

 As we can see, comparison of borrowers’ economic ties with the Bank’s top 

donors confirms hypothesis 1 and helps to explain the otherwise puzzling trends in the 

Bank’s investment portfolio. Such comparisons also raise additional questions about the 

nature of donor influence. For example, when assessing the economic ties Argentina and 

Poland have with the Bank’s largest donors, we find seemingly divergent sets of donor 

preferences. Argentina, which received more aid than Poland, has closer ties to the 

United States and Japan, while Poland has closer ties with its European neighbors. In 

such instances, when donors seemingly have opposing preferences for how aid should be 

awarded, how are outcomes ultimately determined? In this case, the US and Japan appear 

to have their preferences translated into Bank action at the expense of European donors. 

Yet, the question remains why? Future studies should focus greater attention on exploring 

the nature of divergent donor preferences and how they impact lending outcomes.   
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 While there is robust evidence that donor-borrower trade relations are positively 

correlated with the IBRD’s funding decisions, confirming and extending the findings of 

Fleck and Kilby (2006), the evidence is somewhat less compelling regarding bilateral aid 

flows. As Table 3.6 reports, only Japanese foreign aid flows behave as predicted by 

hypothesis 2, and only in one of four different model specifications. As expected, 

countries which receive greater amounts of direct assistance from Japan also appear to 

receive higher levels of IBRD funding. According to specification 1, every additional $1 

million worth of Japanese funding corresponds to an annual increase in IBRD aid worth 

approximately $380 thousand. Figure 3.6 illustrates the positive relationship between 

Japanese bilateral aid and IBRD funding. This trend holds even when the largest 

recipients of IBRD aid are removed from the analysis (see Table 2b in the chapter 

appendix). Additionally, once the top seven largest recipients of aid are removed from the 

analysis, the coefficients for US bilateral aid become positive and significant, indicating 

that the US also exerts influence over the IBRD to direct aid toward countries which it 

deems strategically important47. 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
47 As reported in Table 2b in the chapter appendix, US bilateral aid flows have a positive influence in three 

out four model specifications, but the coefficients are only significant in one of the four models—offering 

only suggestive evidence of the US influence on this particular dimension of donor-borrower relations.   
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Table 3.6: The Impact of Bilateral Aid on the Value of IBRD Aid Countries Receive 

 

Variable Name 

1 

(Sample I) 

 

2 

(Sample I) 

 

3 

(Sample II) 

 

4 

(Sample II) 

 

US Aid   -116,655 

(73,281) 

-147,673 

(128,555) 

-162,913 

(163,732) 

-200,439 

(193,706) 

JP Aid   382,036*** 

(148,730) 

-120,028 

(94,290) 

209,492 

(188,031) 

-148,863 

(191,214) 

GR Aid   367,495 

(414,174) 

303,928 

(236,085) 

317,077 

(763,262) 

707,490 

(560,604) 

UK Aid   106,535 

(253.995) 

126,217 

(158,286) 

157,438 

(402,029) 

-116,039 

(283,147) 

FR Aid   -338,826*** 

(144,278) 

-130,817 

(90,624) 

-397,955** 

(198,045) 

-100,137 

(194,629) 

Past Lending  -- Yes -- Yes 

Fixed Effects  -- Yes -- Yes 

Sample Size  1,274 1,067 934 718 

Countries  59 73 59 73 

R-Squared  .476 .446 .632 .635 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

 

Figure 3.6: The Relationship Between Donor Assistance and IBRD Aid   

 
These illustrations show the aggregate relationship between the total amount of aid received and the 

average annual amount of Japanese assistance received. The distribution on the left shows the relationship 

between Japanese aid and IBRD lending for the full sample, while the distribution on the right shows the 

same relationship once the seven largest recipients of IBRD aid have been removed.  
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 Just as with trade relations, bilateral aid flows between donors and borrowers can 

also help to explain situations in which countries with similar development characteristics 

receive divergent amounts of funding. For example, although Pakistan and Nigeria share 

very similar basic development attributes, Pakistan received over four times more aid. 

This fact is in part due, to Pakistan’s strategic importance to donors like the United States 

and Japan. As Table 3.7 demonstrates, Pakistan received significantly more direct 

bilateral aid from both the US and Japan during the period under study. Examination of 

the importance of bilateral aid flows also sheds light on the privileged status of Argentina 

over Poland. Not only does Argentina have significantly closer economic ties with the 

United States and Japan, but it is also the recipient large amounts of direct bilateral aid 

from these donors. Such examples highlight the trend identified by regression analysis in 

which countries with closer economic and strategic ties to the Bank’s top donors receive 

increased amounts of IBRD funding.  

Table 3.7: Total IBRD Aid Received by Average Bilateral Flows  

Country Total Value 
(USD) 

US Aid 
(Millions USD) 

JP Aid 
(Millions USD) 

    

Argentina 24.4 billion 1.22 20 

Poland 11.3 billion 0 0 

    

Pakistan 4.2 billion 273 212 

Nigeria 943 million 143 92 

Bilateral Aid flows are expressed as annual averages for the period between 1990 through 2011.  

 The regression models also account for donor influence by examining the 

relationship between political affinity at the United Nations and IBRD lending decisions. 

Just as with the other proxy measures of donor influence, we expect countries with closer 

political affinity to the Bank’s top donors to receive elevated levels of development 



 102 

 

assistance (hypothesis 3). Here the data offers only limited support for hypothesis 3, as 

the United States is the only country found to have a significant impact on the IBRD’s 

lending decisions. Table 3.8 reports the regression results on the subsection of donor 

influence for political affinity and military relations. Here we can see that the United 

States is the only donor to exert a significant impact on the IBRD related to UN voting 

patterns48. Countries which vote more closely with the United States in any given year 

are found to receive more aid on average than their peers which vote in opposition to the 

US. According to specification 2, countries which vote with the United States half of the 

time receive on average $234 million more per year in IBRD aid than those which always 

vote against the US position49.  

 The positive relationship between political affinity toward the US and IBRD 

lending is illustrated in Figure 3.7, which shows the average difference in the amount of 

aid received between those which vote with the US less than half of the time, as 

compared to those which vote with the US more than half of the time. Again, we see that 

those with greater political affinity to the US, receive higher average amounts of aid than 

their peers. The highly robust finding for US political affinity supports the growing 

consensus in the foreign aid literature, that the United States pressures the Bank to lend in 

ways that support its foreign policy objectives (Andersen et al. 2006, Neumayer 2003, 

                                                           
48 This pattern persists even when the largest recipients of aid are removed from the analysis, indicating 

that the influence of political affinity is not sensitive to outlier observations. Further, this findings holds 

across specifications which employ a logged measure of the dependent variable (refer to Table 4b in the 

chapter appendix). 

49 It is worth noting that the vast majority of countries tend to vote against the United States at the 

UNGA—often including the US’s allies among the advanced industrialized countries. The average US 

affinity score from sample I is .58, which indicates a very low average level of affinity among developing 

countries toward the United States. 
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and Vreeland and Dreher 2014). However, the weakness of the affinity variables for the 

Bank’s other top donors undermines the logic of the multi-donor framework. 

Table 3.8: The Impact of Political Affinity on the Value of IBRD Aid Countries Receive.  

Variable Name 

1 

(Sample I) 

 

2 

(Sample I) 

 

3 

(Sample II) 

 

4 

(Sample II) 

 

US Affinity    208m*** 

(73m) 

234m*** 

(39.7m) 

364m*** 

(140m) 

233m 

(147m) 

JP Affinity    -56.2m 

(295m) 

185m 

(125m) 

367m 

(627m) 

848m 

(707m) 

GR Affinity    -52.9m 

(358m) 

-154m 

(182m) 

246m 

(848m) 

-236m 

(850m) 

UK Affinity    -187m 

(357m) 

-273m 

(186m) 

-499m 

(1.1b) 

-240m 

(1.1b) 

FR Affinity    114m 

(435m) 

93.8m 

(285m) 

-108m 

(1.0b) 

-688m 

(987m) 

     

Western Alliance  114m*** 

(36.2m) 

-324m*** 

(96.2m) 

108m** 

(49.4m) 

1.6b** 

(804m) 

Military Conflict  -314m*** 

(90.6m) 

-251m*** 

(44.1m) 

-258m 

(197m) 

-252m* 

(153m) 

Proximity to 

Conflict  

56.8m 

(69.7m) 

37.3m 

(83.2m) 

30.8m 

(57.5m) 

-30m 

(95m) 

     

Past Lending  -- Yes -- Yes 

Fixed Effects  -- Yes -- Yes 

Sample Size  1,274 1,067 934 718 

Countries  59 73 59 73 

R-Squared  .476 .446 .632 .635 
Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

  

 .  
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Figure 3.7: The Impact Political Affinity on IBRD Lending 

 

 To see the impact of political affinity at work consider once again the example of 

Turkey and Iran. Not only does Turkey have closer economic and geostrategic relations 

with most of the Bank’s largest donors, but unsurprisingly, it also has greater political 

affinity at the UNGA. On average during the study period, Turkey’s political affinity 

with the US was .88, indicating that it voted with the US about roughly half of the time, 

compared to Iran’s .44, which indicates that it rarely sided with the US. Given Turkey’s 

much closer economic, strategic, and political ties to powerful donors, it has received 

over ten times more aid than Iran—which has historically been at odds political with the 

Bank’s leading Western donors.  

 The final component in the test of donor influence centers on the importance of 

military relations between donors and borrowers. In keeping with the logic of donor 

influence arguments, we expect that military allies and countries bordering conflict zones 

in which donors are involved, both receive increased amounts of aid (hypotheses 4 and 

5). The bottom portion of Table 3.8 reports the results pertaining to military ties between 
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donors and borrowers. Here we can see that IBRD clients which are also allies of the 

Bank’s top donors receive increased amounts of development aid50. As Figure 3.8 

illustrates, in any given year western military allies receive on average $90 million more 

in aid than their unaligned peers. There is some indication that the influence of military 

relations is subject to temporal variation. When disaggregating the samples into two 

different time periods, one for the 1990s and another for the 2000s, we find that the 

alliance coefficient is only statistically significant during the 2000s. Additionally, the size 

of the discrepancy between allies and non-allies grows significantly in the 2000s. Such 

temporal variation suggests that the value of being a western ally increased in the 2000s, 

likely due to the West’s need to garner support for the wars in Iraq and Afghanistan. As 

Vreeland and Dreher (2014) argue, IBRD aid can be used as a way buy political support, 

not necessarily to achieve foreign policy outcomes, but rather to legitimate them.  

Figure 3.8: The Impact of Military Alliances on IBRD Lending  

 
The $90-million-dollar difference is estimated using a comparison of means test.  

                                                           
50 This finding is robust across alternative model specifications (see chapter appendix for details).  
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 Initially, no clear expectation was set out for the relationship between military 

conflict and World Bank lending, as the topic has been insufficiently studied in the past 

and arguments can be made for both a positive and negative relationship. Based upon the 

data, we see that countries involved in military conflict, in which one of the top donors is 

a participant, tend to receive less development aid from the IBRD51. This fact may be due 

donors pressuring the Bank to withhold funding from enemies, the Bank’s reluctance to 

providing investment loans to countries experiencing armed conflict, or some 

combination of the two—the present research design does not allow us to gain analytical 

traction on this point. Finally, in contrast to hypothesis 5, proximity to conflict in which 

one of the Bank’s donors is a participant has no significant impact on the IBRD’s funding 

habits52.   

 To recap, according to the data collected between 1990 through 2011, across 

multiple dimensions of donor-borrower relations, countries with closer ties to the Bank’s 

top donors are found to receive preferential treatment from the IBRD. Whether it be 

economic connections, strategic political considerations, or military ties, those closest to 

the Bank’s most powerful donors receive greater amounts of development assistance than 

the typical developing country. Such politicization of development aid helps to explain 

the seeming anomalous deviations observed between countries with similar development 

and demographic attributes. The top recipients of IBRD funding tend to have close ties to 

power donors. Similarly, deviations from need-based lending criteria often fall along 

                                                           
51 This finding is robust across alternative model specifications. 
52 This finding holds across all alternative model specifications.  



 107 

 

political lines, as countries with closer ties to influential donors receive greater amounts 

of assistance than their peers with similar development attributes.  

 Despite the important contribution international politics and donor influence have 

in understanding the IBRD’s lending behavior, it is important to delimitate the extent to 

which donor pressures drive allocation decisions. There is ample evidence that funding 

decisions are positively correlated with borrowers’ ties to the Bank’s leading donors, 

however, it would be a misreading of the facts to conclude that such donors are the main 

factor driving allocation decisions. Statistical analysis allows us to estimate the 

proportion of causal influence associated with the specific variables which measure 

donor-influence. Analysis of the explained variance reveals that donor influence accounts 

for roughly 15-20% of the observed variation in the IBRD’s investment portfolio. In 

other words, international politics is an important factor to consider when attempting to 

understand why some countries receive more aid than others, yet it is only one among 

many different influences. The moderate influence of donor-related political pressures 

implies that the Bank is much more independent than the conventional foreign aid 

literature suggests. Despite evidence confirming the politicization of development aid, it 

seems that Bank retains a significant level of autonomy. 
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Need-Based Lending: The Impact of Economic Attributes on IBRD Funding  

 In addition to testing the impact of donor influence over the IBRD, this study also 

evaluates how the IBRD utilizes information about borrower’s economic characteristics. 

Given the nature of the Bank’s mandate, to promote economic development and alleviate 

poverty, we expect borrower’s development attributes to be a significant influence over 

how funding is awarded. As outlined in section 3.2, we expected borrowers access to 

alternative sources of investment capital to be negatively correlated with IBRD funding 

(hypothesis 6). We also expect that those with greater levels of need to receive the most 

development assistance. As such measures of wealth, productivity, and physical health 

are hypothesized to be negatively correlated with the IBRD’s lending habits (hypotheses 

7 and 8). Analysis of the IBRD’s loan portfolio shows that its record for need-based 

lending is rather mixed. On the whole, few of the economic attributes examined behave 

as predicted; however, the weakness of need-based lending is in part the result of the 

Bank’s skewed lending practices. Once the top seven recipients of aid are removed from 

the analysis, the IBRD’s track record on need-based lending improves somewhat, but 

remains overall mixed.  
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Table 3.9: The Impact of Borrower Economic Attributes on the Value of IBRD Aid  

Variable Name 

1 

(Sample I) 

 

2 

(Sample I) 

 

3 

(Sample II) 

 

4 

(Sample II) 

 

ln Population  75.7m 

(63m) 

-118m 

(171m) 

72.9m 

(48.1m) 

-30.1m 

(349m) 

ln GDP -7.3m 

(72.4m) 

60.8m 

(181m) 

43.6m 

(68.3m) 

-75.7m 

(317m) 

ln Income  65.1m 

(56.7m) 

26.1m 

(73.7m) 

37.2m 

(43.8m) 

-14.9m 

(127m) 

Growth Rate -1.1k 

(2.4m) 

-1.3m 

(1.6m) 

2.5m 

(2.5m) 

995k 

(2.4m) 

Life Expectancy  -1.7m 

(2.3m) 

3.8m 

(8.6m) 

-5.6m 

(3.7m) 

-22.1m 

(29.2m) 

Infant Mortality  -70.6k 

(938k) 

-6.9m*** 

(1.5m) 

-1.5m** 

(746k) 

-22m 

(13.7m) 

Savings -1.4m** 

(561k) 

-167k 

(629k) 

-1.2m* 

(709k) 

2.7m 

(1.7m) 

Ln FDI 137k 

(1.8m) 

6.6m 

(7.8m) 

.006 

(.004) 

-.006* 

(.003) 

     

Past Lending  -- Yes -- Yes 

Fixed Effects  -- Yes -- Yes 

Sample Size  1,274 1,067 934 718 

Countries  59 59 73 73 

R-Squared  .476 .632 .446 .635 
Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

 Table 3.9 reports the subsection of regression results which pertain to borrowers’ 

economic attributes. Just as with the results reported earlier, the coefficients listed here 

are a subset of the full regression output, which accounts for all of the variables examined 

in this study simultaneously (see Tables in the appendix). Beginning with hypothesis 6, 

we can see that the evidence offers mixed support. Among all borrowers, those with 

greater access to investment capital are found to receive less development assistance—

which supports hypothesis 6. Specifically, those with higher domestic saving rates tend to 

receive less aid53. The behavior of foreign direct investment (FDI) also appears to support 

                                                           
53 The negative coefficient for domestic savings is consistent across all alternative model specifications.  
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hypothesis 6, however less consistently than domestic savings. In the base models 

reported in Table 3.9, FDI is only significant in one of the four specifications; however, 

once the largest recipients of aid are removed from the analysis the evidence becomes 

more robust54. 

 The results reported in Table 3.9 offer no support for hypothesis 7, which asserts 

that economic productivity and affluence are both inversely related to the IBRD’s 

funding decisions.  The coefficients for GDP, income, and economic growth rate are all 

statistically insignificant. However, the inconclusiveness of these results is driven largely 

by the presence of outliers, specifically the seven largest recipients of aid, whose 

experiences with the IBRD differ dramatically from those of the typical client. When 

these countries are removed from the analysis, economic productivity and growth rate 

both become statistically significant influences (see Table 2b in chapter appendix). As the 

left-hand side of Figure 3.9 illustrates, the behavior of productivity contradicts hypothesis 

7, as those with larger economies are shown to receive increased amounts of aid55. In 

contrast, the relationship between GDP growth rate and IBRD lending supports 

hypothesis 7, as those with higher annual growth rates tend to receive less IBRD support. 

Once the outliers are removed, we find that every additional percentage point of growth 

corresponds to a decrease in aid worth roughly $3 million per year56.  

 

 

                                                           
54 The negative correlation between FDI and IBRD lending does not hold in the alternative specification 

which employs a logged measure of the value of aid (see Table 5b in the appendix).  
55 The positive relationship between productivity and IBRD lending holds across alternative specifications.  
56 Refer to Table 2b, specifications 1 & 2, in the chapter appendix.  
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Figure 3.9: The Relationship Between Economic Productivity and IBRD Aid  

These illustrations show the aggregate relationship between IBRD lending and the basic development 

indicators of productivity and growth. Here we can simultaneously observe the skewed nature of IBRD 

lending and the positive relationship between productivity and IBRD funding decisions. The relationship 

between GDP growth and IBRD aid in this image is less clear, however several different model 

specifications yield  negative coefficients for growth’s impact on aid (Tables 2b and 4b in the appendix).  

 

 The final set of development attributes examined account for non-economic 

dimensions of the need, specifically those related to public health metrics. Public health 

indicators are employed to proxy for direct measures of poverty, which are uniformly 

unavailable. Given the strong correlation between poverty and public health, assessments 

of infant mortality and average life expectancy are employed as stand ins. According to 

hypothesis 8, we expect countries with higher infant mortality rates to receive more aid, 

as impoverished countries tend to suffer high infant mortality rates. Similarly, we expect 

borrowers with shorter average life expectancies to also receive greater amounts of aid. 

Here, we again find a mixed record for need-based lending as life expectancy behaves as 

expected, while infant mortality contradicts expectations. The coefficients for life 

expectancy are insignificant in Table 3.9, however, once the outliers are removed they 

become negative and highly significant offering support for hypothesis 8 (refer to Table 

2b in the appendix). For example, a country with an average life expectancy of 50 years 

can expect to receive approximately $70 million more in aid each year than a country 
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with an average life expectancy of 60 years57. In contrast, the IBRD surprisingly awards 

most of its funding to countries with low infant mortality rates, even after outliers are 

removed. As Figure 3.10 shows, the IBRD’s clients with the highest average infant 

mortality rates astonishingly tend to receive the least amount of funding—a fact which 

contrasts strongly with the Bank’s image as an institution committed to aiding the 

world’s poor. If the Bank were more committed to improving the quality of life for those 

living in poor countries, we would expect such countries to receive greater volumes of 

development assistance.  

Figure 3.10: The Relationship Between Infant Mortality and IBRD Aid  

 

 Overall, this analysis has shown that contrary to the World Bank’s image as an 

institution committed to aiding the world’s most impoverished, the IBRD’s record on 

need-based lending is mixed. In the aggregate, across all who have borrowed, only one 

aspect of a borrower’s development profile behaves as expected—access to investment 

                                                           
57 Refer to Table 2b specification 3 in the chapter appendix.  
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capital. Some of the observed weakness in need-based lending criteria is a product of the 

IBRD’s hyper-concentration of aid into large, economically productive, and relatively 

affluent economies. Once such countries are removed from the analysis, the IBRD’s 

record improves somewhat, as five of the eight development attributes examined behave 

as expected—population, growth, savings, FDI, and life expectancy. However, attributes 

such as GDP and infant mortality continue to contradict expectations. Yet, while the 

IBRD’s actual lending behavior may fall short of its lofty rhetoric, of the three classes of 

influence examined, borrowers’ development attributes are the greatest single source of 

explained variance.  The variables which measure borrower’s development characteristics 

account for approximately one-third of the observed variation in the IBRD’s investment 

portfolio.  

Good Governance 

 The final set of variables examined as part of this study pertain to borrowers’ 

governance attributes. Beginning in the mid-1990s, the Bank became concerned with the 

link between public sector institutional quality and development outcomes. Over time the 

Bank has adopted what has become known as the good governance agenda, in which 

development aid is in part used as a vehicle to promote institutional reform. According to 

the Bank’s governance and anticorruption strategy (GAC), borrowers’ governance 

profiles are an important consideration in the aid allocation process (World Bank 2007). 

Yet, the precise impact of governance attributes remains unclear, as the Bank does not 

disclose how it evaluates and utilizes such information. Given the well-documented link 

between institutional quality and development outcomes, it is reasonable to expect that 

those with better institutional environments receive increased amounts of IBRD funding.  
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As such, hypothesis 9 predicts that borrowers’ governance and institutional attributes are 

positively correlated with the annual amount of IBRD assistance they receive.   

 In contrast with these expectations, the data reveal that borrowers’ governance 

characteristics have very little impact on the IBRD’s funding decisions.  Looking at the 

full sample of borrowers, none of the governance attributes examined have a statistically 

significant influence on how funding is awarded. Again, part of the weakness of these 

results is related to the skewed nature of IBRD investments. However, with a few slight 

exceptions, the weak influence of borrower’s governance attributes persists even once the 

top seven recipients of aid are removed. Corruption is found to have a slightly negative 

relationship with the amount of aid received, while regulatory quality has a weak positive 

relationship. The remaining attributes have no aggregate impact on aid outcomes.   

Table 3.10: The Impact of Borrowers’ Governance Attributes on the Value of IBRD Aid  

Variable Name 

2 

(Sample II) 

 

4 

(Sample II) 

 

2a 

(Sample II) 

4a 

(Sample (II) 

Control of 

Corruption  

-142m 

(97.1m) 

-70.5m 

(77.1m) 

-64.9m* 

(29m) 

-82.5m 

(70.7) 

Political 

Stability  

3.5m 

(30.4m) 

77.7m 

(59.8m) 

-17.8m 

(12.6m) 

-525k 

(19m) 

Regulatory 

Quality  

-4.7m 

(53.7m) 

126m 

(86.5m) 

48.1m** 

(20m) 

79.3m 

(52.8m) 

Rule of Law  68.1m 

(121m) 

39.6m 

(146m) 

32.5m 

(34.2m) 

63.4m 

(59.3m) 

Polity IV 193k 

(2.8m) 

4.8m 

(4.9m) 

-1.3m 

(1.6m) 

3.3m 

(3.4m) 

     

Past Lending  -- Yes -- Yes 

Fixed Effects  -- Yes -- Yes 

Sample Size  934 718 843 648 

Countries  73 73 66 66 

R-Squared  .446 .635 .220 .394 
Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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 Table 3.10 presents the subsection of results from analysis of the relationship 

between borrowers’ governance characteristics and the IBRD’s lending decisions. The 

first two columns list the results from the main analysis, which includes the Bank’s 

largest recipients of aid. The second two columns present the results from analysis 

without these outliers58. As columns 2 and 4 report, none of the governance attributes 

examined appear to have a significant impact on the IBRD’s funding decisions in the 

aggregate—in part due to increased error stemming from the IBRD’s skewed investment 

decisions. However, as columns 2a and 4a show, once the seven largest recipients of aid 

are removed the coefficients for both control of corruption and regulatory quality become 

statistically significant. Here we see that contrary to hypothesis 9, those with better 

records for the ability to combat public corruption are paradoxically found to receive less 

aid. As the left-hand side of Figure 3.11 illustrates, IBRD clients with the best track 

record of controlling public corruption receive very little aid, while those with poor 

records receive the most finical support. According to specification 2a, those with 

moderate control over public corruption (1) received on average $128 million less in any 

given year than those with poor ability to fight public corruption (-1)59. These data reveal 

that contrary to the Bank’s emphasis on combating public corruption, the IBRD does not 

award greater amounts of funding to those with strong track records of fighting 

corruption.  

 

 

                                                           
58 All analysis of governance attributes pertains to the second sample of countries, those which were part of 

the World Bank after 1996.  
59 This finding is robust across different measures of the dependent variable, including a logged measure of 

aid.  
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Figure 3.11: The Relationship Between Institutional Quality and IBRD Aid  

These illustrations demonstrate the relationship between borrower’s average annual governance attributes 

and the total amount of aid received cumulatively during the study period. Control of corruption and 

regulatory quality are measured on a scale ranging from (-2, 2), with high values corresponding to better 

quality government.  

 

 In contrast to the findings for corruption, we find that regulatory quality has a 

slight positive correlation with the amount of IBRD funding countries receive. Of the five 

governance attributes examined, only the quality of regulatory standards supports 

hypothesis 9. Developing countries with better regulatory environments receive slightly 

more aid on average than their peers with poor regulatory standards. According to 

specification 2a reported in Table 3.10, countries with moderate regulatory standards (1) 

receive on average $100 million in additional IBRD funding per year than countries with 

poor regularity environments (-1)60. This positive relationship is further illustrated in the 

right-hand side of Figure 3.11.  

 Overall, with the exception of regulatory quality, the IBRD seems to pay little 

attention to borrower’s governance attributes when allocating development assistance. 

Regime type, political stability, and the rule of law are found to have no statistically 

                                                           
60 This finding holds in alternative model specifications which make use of a logged dependent variable.  
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significant relationship with funding decisions. At the same time borrowers’ ability to 

fight public corruption, one of the key elements of the Bank’s GAC strategy, is 

paradoxically found to have a negative relationship with IBRD aid. The limited influence 

of governance characteristics is further demonstrated by the marginal increase in 

explained variance attributed to governance attributes. The inclusion of variables which 

capture different elements of borrower’s governance profile increases the efficiency of 

the statistical models by approximately 2-3%.  In other words, borrowers’ governance 

characteristic account for only a very small portion of the IBRD’s funding decisions. Like 

with its track record on need-based lending, when it comes to good governance 

promotion, the data show that the IBRD does not systematically award funding in line 

with borrower’ institutional characteristics. Despite all the Bank’s rhetoric about the need 

to promote institutional development and combat public corruption, the IBRD largely 

fails to account for such characteristics when awarding aid.  Further, in the case of 

corruption, we find that most IBRD funding is awarded in direct contradiction to the 

Bank’s goal of fighting corruption.  

Alternative Specifications and Implications  

 Before concluding with a discussion of the implications of these findings a few 

comments about alternative design specifications is necessary. In several instances, the 

base models reported throughout this chapter offer only weak or no support for the 

hypotheses outlined in section 3.2. As mentioned earlier, in many cases, these weak 

results are due to the IBRD’s highly skewed concentration of aid into a small number of 

large economies. Given the presence of such outlier observations a second set of analysis 

is conducted on samples which omit the IBRD’s seven largest clients (China, Brazil, 



 118 

 

Indonesia, Mexico, India, Argentina, and Turkey). These results are reported in Table 2b 

in the chapter appendix, while relevant findings have been flagged in footnotes 

throughout the chapter. 

 In addition to accounting for the presence of outliers, the chapter appendix 

includes several additional tests which serve as robustness checks on the findings 

presented in this chapter. The additional specifications include models which make use of 

both per capita and logged measures of aid. The models which include a per capita 

measure of aid perform very poorly, due to the distorting effects of population, indicating 

the inappropriateness of such a measure (see Table 3b for details). More importantly, the 

appendix includes a specification which employs a logged measure of aid. For the most 

part, this model supports the conclusions drawn in this chapter, with one expectation, the 

results regarding the efficacy of the multi-donor model appear sensitive to model 

specification choices. These alternative models still offer support for the multi-donor 

framework, but the strength of that support is weaker (see the appendix for details).  

 Overall, the findings presented throughout this section have shown that IBRD aid 

appears to be subject to politicization by the Bank’s most powerful donors. Across 

multiple dimensions of donor interest, IBRD funding is positively correlated with indirect 

measures of donor influence. However, the extent of that influence is subject to important 

limitations. As Figure 3.12 demonstrates, the variables designed to capture the impact of 

international politics account for approximately one-fifth of the variation in the IBRD 

investment portfolio. The relatively limited explanatory power of donor influence lends 

support to the contention of the IO literature which argues that the World Bank retains 

significant levels of autonomy vis-à-vis donor states (Nielson and Tierney 2003, Nielson 
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et al. 2006, and Weaver 2008). It would seem that while donor-borrower relations with 

multiple donors are positively correlated the IBRD’s funding decisions, any donor 

influence does not overwhelm the IBRD’s independence. This might then lead one to 

suspect that development indicators such as economic need or institutional quality are the 

main driving force behind funding decisions; however, this is not the case. It is true, that 

borrowers’ economic attributes account for the largest single share of explained variance 

among the three categories of explanatory variables; however, even then, they only 

account for about one-third of the observed variation in the IBRD’s loan portfolio. After 

employing statistical techniques to account for the influence of past lending and all other 

country-level influences which may have been omitted (fixed effects), we find that 

almost 40% of the variation in the IBRD’s funding decisions is attributed to, as of yet, 

unidentified factors which operate the international level61.  

Figure 3.12: Distribution of Explained Variance  

 
 

 The most likely source of this unexplained variance is within the Bank itself. As 

the IO literature highlights, the World Bank’s career staff, its rank-and-file bureaucracy, 

is likely a key source of independence (Miller-Adams 1999, Chwieroth 2008, and Sharma 

                                                           
61 Model specifications 2 and 4 include lagged dependent variables and country-level fixed effects. For 

details refer to the methodology section of chapter 2.  
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2012). The findings presented throughout this section support such an interpretation, as 

donor influence is much more restrained than we might have initial thought. Similarly, 

despite the Bank’s mandate and rhetoric, the IBRD’s actions are often at odds with its 

publicly stated objectives and lending criteria. It is possible that the IBRD’s poor track 

record on need-based lending and the promotion of the good governance agenda are 

symptoms of bureaucratic politics, in which career incentives and resistance to 

institutional reform undermine the stated goals handed down by the Bank’s top 

management. Future studies on the determinants of World Bank aid would do well to 

explore how internal Bank processes impact funding allocations.  

 

 (3.5) Conclusion 

 This chapter has sought to understand the lending practices of the main agency of 

the WBG, the International Bank for Reconstruction and Development (IBRD). As part 

of this study, this chapter has presented an analysis of the IBRD’s lending behavior 

during the period between 1990 through 2011. Examining the IBRD’s behavior during 

this period we find that the main arm of the WBG has awarded just over $380 billion  

worth of funding to eighty-eight different countries around the world. Digging into the 

specifics of how the IBRD allocates its development resources two trends become 

apparent. First, the IBRD demonstrates a very strong tendency to concentrate the majority 

of its development funds into a relatively small handful of recipients. Second, the IBRD’s 

investment portfolio is filled with seemingly anomalous lending activity, in which 
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countries with very similar development profiles receive strikingly divergent amounts of 

finical support.  

 On the first point, of the eighty-eight different countries to borrow from the 

IBRD, the top ten received 66% of the agency’s total resources. The top ten borrowers 

have collectively received almost $250 billion in aid, while the remaining seventy-eight 

countries received only $131 billion cumulatively. Among the median IBRD clients, the 

typical country received approximately fourteen loans worth $966 million cumulatively. 

In contrast, among the top ten clients, the average recipient received just over one-

hundred and twenty loans, totaling approximately $25 billion. The IBRD’s top clients, 

Brazil, China, Mexico, Indonesia, and India; followed by Turkey, Argentina, Russia, 

Poland, and Colombia, are some of the developing world’s largest, most prosperous, and 

politically well connected.  A fact which sits somewhat uncomfortably with the Bank’s 

image as a need-based organization.  

 While the skewed nature of IBRD lending is the most immediately striking 

feature of the agency’s investment portfolio, it is not its most interesting. More 

importantly, throughout the IBRD’s loan portfolio, among small impoverished countries 

and large relatively affluent borrowers alike, we observed wild fluctuations in the amount 

of aid countries receive. At all levels of funding we find situations in which those with 

similar levels of need for development aid receive dramatically different amounts of 

funding. The experiences of Argentina and Poland are highly illustrative. As noted earlier 

these two countries are approximately the same size, both in terms of population and 

GDP. Yet, Argentina received more than twice as much funding than Poland. This trend 

is even more extreme among impoverished countries such as Pakistan and Nigeria, where 
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again the two countries share nearly identical basic development attributes but Pakistan 

received over four and a half times more IBRD assistance than Nigeria. As it turns out, 

such variation seems to be the result of international politics related to donor influence. In 

situations in which countries with similar development attributes have divergent 

experiences borrowing from the IBRD, the country which receives the most aid tends to 

have close economic, geostrategic, and political ties to the Bank’s top donors—countries 

like the United States, Japan, Germany, the United Kingdom, and France.  

 The influence of powerful donor states can be seen at work through statistical 

analysis of the aggregate trends in the IBRD’s investment portfolio.  As Table 3.11 

summarizes, such analysis shows that across multiple dimensions of donor-borrower 

relations, countries with closer ties to important donors receive more aid than their less 

well-connected peers. Borrowers which trade more with the Bank’s top five donors 

receive more annual funding than others with weak trade ties. Similarly, the flow of 

IBRD funding is positively correlated with the receipt of bilateral aid from donor 

countries like the United States and Japan. Additionally, the IBRD tends to award greater 

amounts of funding to countries which vote more closely with the United States at the 

United Nations General Assembly (UNGA) and those which are formal military allies of 

top donors. These findings support the contention of the foreign aid literature that 

powerful donors have influence over the distribution of IBRD aid. More importantly, 

these results expand traditional notions of donor influence and suggest that a multi-donor 

model of political influence may be more accurate than existing frameworks which focus 

exclusively on the role of the United States. On several key dimensions of donor 

influence, this study finds that the US is not alone in its ability to shape aid outcomes. 
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Political affinity at the UNGA is the only dimensions of donor-borrower relations in 

which the United States appears to retain exclusive access.  

Table 3.11: Summary of Results   

Hypothesis Supported Expectation 

𝐻1 Yes Donor-borrower Trade is positively correlated with the value of aid.  

𝐻2 Mixed Donor-borrower bilateral aid flows are positively correlated with the value of aid. 

𝐻3 Yes Donor-borrower political affinity is positively correlated with the value of aid.  

𝐻4 Yes Military allies of the top donors receive increased levels of aid.  

𝐻5 No  Proximity to conflict is positively correlated with the value of aid.  

𝐻6 Yes Access to alternative sources of capital is negatively correlated with the value of aid.  

𝐻7 Mixed Wealth and economic productivity are negatively correlated with the value of aid.  

𝐻8 Mixed Physical health metrics are negatively correlated with the value of aid.  

𝐻9 Mixed The quality of government institutions is positively correlated with the value of aid.  

   

 In addition to introducing the multi-donor framework, this chapter also takes steps 

to improve our understanding of the relationship between donor influence and funding 

outcomes by delineating the role of donors in the aid allocation process. Analysis of the 

explained variance across model specifications reveals that donor influence accounts for 

only approximately one-fifth of the observed variations in the IBRD’s investment 

portfolio. This shows that while international politics is an important consideration in 

understanding how multilateral development aid is awarded, it is far from the driving 

force that the foreign aid literature suggests. Further, the relatively limited explanatory 

power of measures of donor influence suggests that the Bank retains much more 

autonomy vis-à-vis donor states than the foreign aid literature implies.  

 Given the high level of World Bank autonomy indicated by these results, one 

might expect that the majority of the variation observed in the IBRD’s loan portfolio is 

due to borrowers’ economic and governance attributes. However, such an intuition turns 

out to be largely incorrect. Analysis of the relationship between various dimensions of the 
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need for development assistance and aid outcomes reveals that the IBRD has a rather 

mixed record for need-based lending. In the aggregate, of the eight economic attributes 

examined only two behave as expected—domestic savings rates and FDI. However, once 

the IBRD’s tendency to concentrate aid into a small handful of recipients is accounted 

for, a broader range of factors are shown to have a significant impact—although not 

always in the anticipated direction. Among the typical IBRD clients, most variables 

behave as expected, with need being positively correlated with funding. However, a few 

important caveats persist. For example, contrary to need-based expectations, 

economically productive countries with low infant mortality rates tend to receive greater 

amounts of aid than their more impoverished peers. Overall, the analysis presented in this 

chapter shows that the IBRD pays some attention to need-based indicators when 

awarding aid, but that its track record remains mixed at best. 

 Similarly, the IBRD’s lending behavior is also out of sync with the Bank’s stated 

good governance agenda. According to the Bank’s GAC strategy, development aid 

should be awarded with consideration of borrower’s institutional quality and governance 

attributes. However, the analysis presented in this chapter shows that borrowers’ 

governance attributes have very little impact on funding awards. The majority of the 

variables examined which account for borrowers’ institutional quality are found to have 

no statistically significant impact on the IBRD’s overall funding decisions. Among those 

factors which are related to aid outcomes, only borrowers’ regulatory quality behaves as 

expected. In contrast, countries which have demonstrated a willingness and ability to 

combat public sector corruption are surprisingly shown to receive less development 

assistance, a finding which contradicts the main emphasis of the Bank’s GAC strategy.  
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 The limited and often contradictory influence of country-level economic and 

institutional attributes shows that the Bank is often out of sync with its own lending 

criteria. Some of this inconsistency is tied to the influence of external political pressures 

from donor states. In many instances, the evidence is consistent with the assertion that the 

Bank’s largest donors pressure the Bank to lend more to their strategic partners and allies. 

However, analysis of the explained variance reveals that a significant portion of the 

IBRD’s lending behavior is attributed to as of yet unexplained factors which operate at 

the international level. Such factors are likely located within the Bank itself. Many have 

noted a pro-lending basis in the Bank’s operational culture, in which staff have strong 

career incentives to maintain or increase the volume of loans distributed. Such pressure 

may account for the limited influence of need and governance criteria, as staff members 

ignore policy directives from upper management and continue to lend large volumes of 

aid to the politically well-connected and those with greater absorptive capacity—a 

possibility which is strongly supported by the patterns observed throughout this analysis.  

 Ultimately, this chapter has shown that the IBRD’s funding decisions are 

determined by a complex set of overlapping influences. Development aid is awarded in 

part based on political considerations related to the preferences of the Bank’s largest 

donors. Aid is likewise distributed in large part due to economic considerations, but not 

always according to need-based criteria. Finally, institutional quality has been shown to 

have very little bearing on allocation decisions. These findings have confirmed the role of 

international politics while simultaneously expanding our understanding of donor 

influence and setting clear limits on such influence. Despite the presence of external 

political pressure, the IBRD maintains significant amounts of autonomy. Moving forward 
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studies on the World Bank’s lending habits should move away from tests of whether aid 

is subject to political interference, and instead, should focus on the conditions which 

make the Bank more or less susceptible to political meddling.  
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CHAPTER 4   

LENDING TO THE WORLD’S POOREST:  

ANALYSIS OF THE IDA’S FUNDING DECISIONS 

 

Introduction  

 This chapter explores the lending practices of the World Bank’s discount lending 

agency, the International Development Association (IDA). Created in 1960, the IDA was 

designed to provide special access to investment capital for countries deemed too risky 

even for the Bank’s main development arm—the IBRD. As such, the IDA’s client base is 

composed of some of the world’s most impoverished nations, those which would have 

difficulty borrowing even at the IBRD’s already discounted interest rates. In order to 

accommodate these highly underdeveloped nations, the IDA provides access to loans at 

concessional interest rates, at or close to zero. In addition, to providing extremely low-

interest loans, the IDA also offers extended repayment schedules62.  

 Examination of the IDA’s investment portfolio reveals that the Bank’s discount 

lending division behaves very similar to its sister agency, the IBRD. The same basic 

patterns observed at the IBRD carry over to the IDA, where most development aid is 

concentrated into the hands of a small number of relatively large and economically 

productive countries. More importantly, we once again observe that borrower’s basic 

demographic and development attributes often cannot explain variation in investment 

                                                           
62 Technically, the IDA is not distinct organization from the IBRD, as the two share the same operation 

staff and management. More accurately, the IDA is separate pool of resources, which the Bank allocates 

under a separate set of criteria. However, the IDA is universally treated as if it were a separate agency of 

the WBG, as such the present study continues this practice. 
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decisions. As with the IBRD, the IDA’s loan portfolio is filled with seemingly anomalous 

lending behavior, as countries with similar basic development attributes are often found 

to receive strikingly different amounts of funding. For example, consider the experiences 

of Uzbekistan and Kenya. During the period between 1990 and 2011, these two countries 

had very similar basic development characteristics, with comparable average populations, 

levels of economic productivity, and per capita income (refer to Table 4.1 for details). 

Yet, despite these similarities, Kenya received over eight times more aid than Uzbekistan 

at $4.5 billion compared to Uzbekistan’s $522 million. Similarly, Egypt and the 

Philippines share many basic development attributes but Egypt received just over $1 

billion, while the Philippines received only $172 million in IDA support. Given their 

comparable basic development attributes it is puzzling that these countries should have 

such starkly divergent experiences borrowing from the IDA.  

Table 4.1: Unexplained of Variation in the IDA’s Investment Portfolio 

Country 

 

Total Aid 

Received 

(Millions USD) 

 

Population 
(Millions) 

 

GDP 

(Billions USD) 

 

Income 
(USD) 

 

Philippines 172 79.2  92 1,161 

Egypt 1,000 67.7 81.3 1,200 

     

Uzbekistan 522 24.9 13.6 548 

Kenya 4,500 32.6 17.4 536 

Average development characteristics 1990 through 2011. Aid data is derived from the World Bank’s 

Projects Database, while development characteristics are taken from the Bank’s World Development 

Indicator Series.  Similar examples abound throughout the IDA’s loan portfolio. See section 4.1 for 

additional illustrations.  
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 Conventional wisdom regarding the World Bank characterizes the institution as 

little more than a tool of US foreign policy and argues that international politics largely 

drive its funding decisions (Wade 2002 and Gwin 1997). As such, patterns in the 

allocation of development funding are viewed as a reflection of US foreign policy 

interests.  In this way, divergent behavior in the allocation of aid is regarded as a product 

of international political influence—almost exclusively attributed to US political pressure 

(Andresen et al. 2006, Dreher et al. 2009, Fleck and Kilby 2006, Vreeland and Dreher 

2014). Despite existing evidence, many important questions persist regarding the 

determinants of World Bank funding. First and foremost, is international politics 

responsible for the divergent lending behavior noted earlier? Further, how influential is 

international politics relative to other potential explanations? Is donor influence the main 

force driving allocation decisions as the foreign aid literature implies? Finally, is political 

influence over the Bank exclusive to just the United States? Or, as IO studies suggest, are 

the Bank’s other donors similarly able to influence funding decisions (Nielson and 

Tierney (2003), Nielson et al. 2006, and Weaver 2008)?   

 To answer these questions this chapter utilizes the same research design as the 

previous IBRD chapter. Here we will primarily rely on basic regression analysis to 

evaluate three classes of potential influence: donor political pressure, economic indicators 

of need, and borrowers’ governance characteristics63. The dependent variable of interest 

is the annual amount of financial aid countries receive64. The explanatory variables are 

                                                           
63 Alternative model specifications presented in the chapter appendix make use of a two-stage model, based 

on logit analysis in the first stage and linear regression in the second.  
64 The measure of aid employed is taken from the Bank itself, which uses an absolute assessment, based on 

constant USD. Alternative per capita and logged measures are included in the chapter appendix as 

robustness checks.  
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divided into three categories corresponding to various dimensions of donor-borrower 

relations, country-level economic attributes, and several indicators of borrower’s 

institutional quality. Donor-borrower relations proxy for donor influence, which cannot 

be directly measured using aggregate statistical analysis, while economic attributes are 

designed to measures the need for development aid. 

 The evidence presented throughout this chapter supports the main conclusion of 

the foreign aid literature and shows that IDA funding is correlated with borrower’s 

economic, strategic, and political ties to the Bank’s most influential donors. More 

importantly, the evidence shows that a multi-donor framework is useful in understanding 

the causes of variation in the World Bank’s lending activities. Across several dimensions 

of donor-borrower relations, the data suggest that the US does not enjoy exclusive 

influence over the Bank. Several measures of trade, bilateral aid, and political affinity 

with multiple donors are found to be positively correlated with the IDA’s funding 

decisions. Additionally, the analysis presented in this chapter shows that contrary to 

expectations the IDA does not pay careful consideration to need-based indicators when 

awarding development aid. In fact, in many cases, the IDA lends in contradiction to need-

based expectations, as countries with high growth rates and access to significant amounts 

of foreign investment surprisingly receive more aid than their peers with slow growth and 

limited access to investment. Finally, the evidence also shows that the IDA’s track record 

on promoting good governance among its clients is much better than the IBRDs. At the 

IDA, several measures of institutional quality are positively correlated with aid outcomes, 

indicating that well-governed countries receive more aid on average than those with poor 

quality public institutions.  
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The remainder of the chapter is organized as follows. Section 4.1 describes the 

IDA’s lending behavior during the period from 1990 through 2011 and highlights the 

major trends in its investment portfolio. This section also elaborates on the main variation 

of interest in this study, the fact that countries with similar economic attributes frequently 

have very different experiences borrowing from the World Bank.  Section 4.2 assesses 

the various potential influences on the IDA’s lending practices, evaluating the impact of 

borrowers’ political connections to the Bank’s top donors, economic attributes, and 

governance characteristics. This section will show that IDA funding decisions are subject 

to the political influence of the Bank’s top donors. Additionally, this section will show 

that donor influence appears to be responsible for the otherwise anomalous lending 

behavior noted described in section 4.1. Finally, section 4.3 summarizes the findings 

presented throughout this chapter and discusses their broader significance, with emphasis 

on how they impact the Bank’s autonomy. 

 

 (4.1) How Does the IDA Awarded Development Aid? 

 This section is divided into two parts, the first describes the IDA’s lending 

behavior during the period under study, providing both basic summary statistics and 

elaboration on the main trends in the agency’s investment portfolio. The second half of 

this section highlights the main variation of interest in this study, the fact that many 

countries often have dramatically different experiences borrowing from the World Bank, 

even among those with similar basic development profiles. Here I will demonstrate that 
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demographic and development indicators often cannot account for differences in the 

IDA’s funding decisions. 

 Examination of the IDA’s lending behavior during the 1990s through the early 

2000s reveals several interesting patterns. First, like its counterpart the IBRD, the IDA 

distributes developing funding in a highly skewed manner, in which aid is concentrated 

largely according to absorptive capacity, with large economically productive countries 

receiving the most financial support. Second and more importantly, the IDA’s allocation 

of development aid does not accurately reflect patterns of need among its clients. Upon 

close examination, a country’s basic development profile proves only partially successful 

at predicting the amount of aid it will receive. There are numerous instances in which 

countries with similar demographic and development attributes are awarded strikingly 

different levels of development assistance. 

During the period between 1990 and 2011, the IDA provided services to eighty-

seven different countries around the world. The Bank’s discount lending arm awarded 

approximately $184 billion worth of aid through over three thousand different loans and 

grants. Not surprisingly, the majority of the IDA’s clients are located in Sub-Saharan 

Africa and South and East Asia, which makes sense given the IDA’s unique mandate to 

provide special discount lending to the World’s most impoverished countries. As Table 

4.2 illustrates, countries in Sub-Saharan Africa (SSA) collectively received over $71 

billion  worth of economic assistance representing 43% of the IDA’s total development 

resources. The second largest regional recipient is South Asia (SA) at 33% of total 

lending, followed by East Asia and the Pacific (EAP) at 14%. At first glance, it would 

appear that the IDA is awarding aid based on need, as the greatest concentrations of 
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funding are found in regions known for their high levels of poverty and 

underdevelopment. However, as will become evident shortly, such patterns are somewhat 

misleading.   

Table 4.2: Regional Distribution of Development Aid and Average Income (1990-2011) 

Rank Region 
Value of 

Aid 
(Billions USD) 

Percentage 

of Total 

Lending 

Average 

Income 
(USD) 

1 Sub-Saharan Africa 71 43% 524 

2 

 
South Asia 53.4 33% 770 

3 East Asia and the Pacific 22.7 14% 1,141 

4 Europe and Central Asia 7.6 5% 1,010 

5 
Latin America and the 

Caribbean 
5.8 4% 2,604 

6 
Middle East and North 

Africa 
3.3 2% 1,049 

Average income is based on those countries which borrowed from the IDA, not all countries in the region. 

Aid data is from the World Bank’s Projects Database, while income data is from the Bank’s World 

Development Indicator Series.  

 Across the IDA’s entire investment portfolio, the data reveal a wide range of 

borrower experiences, with some small nations receiving as little as $1.5 million in aid, 

while other large countries received upwards of $26 billion. The median IDA borrower 

received just under $900 million in aid cumulatively, awarded through forty different 

loans and grants. However, this figure is somewhat misleading, as the IDA tends to 

concentrate most of its funds into a relatively small number of very large economies. As 

Figure 4.1 illustrates, the IDA’s top ten recipients make up roughly 10% of the agency’s 

client base but have captured 57% of all aid awarded. As such, the experiences of these 

countries differ considerably from those of the typical IDA client. While the typical IDA 
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borrower received under $1 billion in aid cumulatively, the agency’s top recipients 

received on average closer to $10 billion.  

Figure 4.1: Distribution of IDA beneficiaries and the Share Aid Received 

 

 Figure 4.2 identifies the IDA’s top ten clients by plotting the number of loans and 

grants received according to their cumulative value. Here we can see that India is by far 

the largest beneficiary of IDA assistance, receiving twice as much development funding 

as the next largest recipient. Bangladesh, Vietnam, and Pakistan are the next three largest 

recipients, having each received over $10 billion in development support. The next six 

largest recipients of aid, Ethiopia, Tanzania, Nigeria, China, Ghana, and Uganda, each 

received over $5 billion is funding. As you can see, the experiences of these countries 

stand in stark contrast with that of the typical IDA borrower.  
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Figure 4.2: Identification of the IDA’s Top Recipients 

 

  

 At first glance, the most striking feature of the IDAs investment portfolio is its 

dramatic skew; however, the more important feature is somewhat obscure. Analysis of 

the IDA’s loan portfolio reveals a pattern in which countries with similar basic 

demographic and development attributes often receive wildly different amounts of aid. 

Figure 4.3 demonstrates this phenomenon by comparing the total amount of aid 

borrowers have received by their average population and gross domestic product (GDP). 

As these illustrations show, the amount of aid countries receive is heavily conditioned by 

absorptive capacity—the amount of funding a country can efficiently put to productive 

use. Overall, larger more economically productive countries tend to receive more aid at 

the IDA. However, after accounting for population and productivity significant amounts 

of variation persist. For example, the left-hand side of Figure 4.3 shows that countries 
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with comparably sized populations frequently have very different experiences borrowing 

from the IDA. Here the divergent experiences of Vietnam and the Philippines are the 

most striking. Both countries had average populations of approximately 80 million, yet 

Vietnam received $12.5 billion in aid compared to the Philippines $172 million. 

Additionally, the comparative experiences of Tanzania, Kenya, and Sudan are illustrative. 

All three countries had average populations between roughly 30-35 million, but Tanzania 

received over one and half times more aid than Kenya and over four hundred times more 

aid than Sudan65. As these examples demonstrate, demographic attributes alone cannot 

accurately predict the amount of aid countries receive.  

Figure 4.3: The Relationship Between Basic Development Attributes and IDA Lending  

 

 

 The limited utility of basic development indicators in explaining aid outcomes is 

further demonstrated on the right-hand side of Figure 4.3. Comparing the total amount of 

aid received by average GDP, we see the same pattern of unexplained variance. Not only 

are Tanzania, Kenya, and Sudan of comparable size, but they also share a similar level of 

economic productivity66. As these examples illustrate, the main variation of interest in 

                                                           
65 Tanzania received $7.4 billion in aid, Kenya $4.5 billion, and Sudan $16 million.  
66 Tanzania’s economy was worth on average $11.8 billion, Kenya’s $17 billion, and Sudan’s $22 billion. 
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this study does not fall along the horizontal axis; rather, it takes place on the vertical axis. 

Considering their shared level of need, what explains the strikingly divergent experiences 

of these countries? Given these patterns, this study is concerned with understanding why 

countries with similar development profiles receive different amounts of development 

assistance from the World Bank.  

 This section has shown that during the period between 1990 through 2011, the 

Bank’s discount lending division, has awarded over $180 billion in development funding 

to eighty-seven different countries from around the world. Unlike the IBRD, which 

provides services mostly to countries in Latin American and Europe, the majority of the 

IDA’s clients come from Sub-Saharan Africa, South Asia, and East Asia. Like the IBRD, 

the IDA concentrates the majority of its development resources into a small number of 

very large and relatively productive economies. Recipients such as India, Bangladesh, 

Vietnam, and Pakistan have received upwards of $10 billion each; whereas, the typical 

IDA client received just under $900 million. Most importantly, this section has 

demonstrated that across all funding levels significant amounts of unexplained variation 

exist, in which basic demographic and development indicators cannot account for 

patterns in the IDA’ lending behavior. Countries such as Tanzania, Kenya, and Sudan, 

share many similar development attributes but have had wildly different experiences 

borrowing from the IDA. The remainder of the chapter is dedicated to understanding why 

countries like Vietnam and Tanzania have received so much more aid than countries like 

the Philippines and Sudan.  
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(4.2) Analysis and Findings  

International Politics 

According to the dominant explanation in the foreign aid literature, World Bank 

lending is subject to political pressure from powerful donors—principally the United 

States. Specifically, the United States’ privileged position within the Bank’s governing 

framework is argued to allow for the politicization of development aid, in which World 

Bank funding is used to support the United States’ foreign policy objectives (Wade 2002, 

Fleck and Kilby 2006, Andersen et al. 2006). However, numerous studies exploring 

different dimensions of the Bank’s operations have found that it is subject to external 

pressures from multiple member-states aside from merely the United States. For example, 

Weaver argues that the Bank often stakes out contradictory and even hypocritical 

positions as a result of competing demands from multiple donors (Weaver 2008). 

Similarly, Nielson and Tierney have argued that because the Bank is beholden to multiple 

donors, often with divergent preferences, it is often able to resist donor pressures related 

to institutional reform (Nielson and Tierney 2003). Given the influence of other donors 

over different aspects of the Bank’s operations it is reasonable to expect that funding 

decisions are likewise subject to political pressure from multiple donors.  

 Based upon a synthesis of the foreign aid and IO literatures this study develops a 

multi-donor framework to test whether World Bank aid is sensitive to political influence 

from the Bank’s top five donors—the US, UK, Japan, Germany, and France. In this 

section, we will examine the impact of donor influence by looking at four dimensions of 

donor-borrower relations—economic ties, bilateral flows, political affinity, and military 
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relations. These measures of donor-borrower relations provide an indirect assessment of 

political influence over the IDA. Given the confidential nature of World Banking funding 

decisions it is not possible to directly gauge political manipulation; as such, indirect 

measures are necessary. According to the framework established in the foreign aid 

literature, the extent to which borrowers with close economic and political ties to 

important donors receive more aid than their peers is taken as indirect evidence of donor 

influence (Andersen et al 2006, Fleck and Kilby 2006, and Vreeland and Dreher 2014). 

Beginning with economic relations, borrowers which trade more with top donors are 

considered of greater strategic importance.  As such, if donors are influencing how the 

World Bank operates, we should observe that countries which trade more with the Bank’s 

top donors also receive greater amounts of aid, as donors are argued to promote their 

economic interests through the use of World Bank funding (Fleck and Kilby 2006 and 

Breblein and Schmaljohann 2013). In other words, we should observe a positive 

relationship between donor-borrower trade and the amount of aid countries receive 

(hypothesis 1).  
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Table 4.3: The Impact of Donor-Borrower Trade Relations on IBRD Lending67 

Variable Name 

1 

(Sample I) 

 

2 

(Sample I) 

 

3 

(Sample II) 

 

4 

(Sample II) 

 

US Exports 14,090 39,875** 12,598 74,455*** 

 (15,790) (18,930) (17,001) (15,020) 

JP Exports -31,716** -8,733 -19,403 -35,092** 

 (14,391) (19,721) (15,406) (17,532) 

GR Exports -28,789 -38,824 -8,293 -49,597** 

 (23,094) (27,454) (29,585) (22,481) 

UK Exports 168,926*** 170,103 82,366 209,439** 

 (61,347) (114,731) (81,520) (96,804) 

FR Exports -52,953 -36,169 -30,415 -145,701 

 (52,789) (86,386) (59,338) (89,874) 

     

US Imports -17,015*** -8,698 -13,437* -5,278 

 (3,572) (5,543) (7,983) (14,299) 

JP Imports -5,365 15.04 -9,818* 14,710* 

 (4,979) (8,037) (5,782) (7,661) 

GR Imports 124,485*** 28,219 52,845 47,863 

 (28,913) (30,698) (50,220) (40,172) 

UK Imports -4,681 -9,297 35,263 -38,567 

 (25,292) (29,643) (55,693) (49,424) 

FR Imports 55,460* 22,891 73,523** -5,147 

 (30,801) (35,015) (31,298) (52,948) 

     

Past Lending   Yes  Yes 

Fixed Effects  Yes  Yes 

Sample Size  1,335 1,165 708 544 

Countries  63 63 56 56 

R-Squared  0.520 0.669 0.539 0.745 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

Table 4.3 presents the evidence for the relationship between donor-borrower trade 

ties and IDA lending practices. The evidence from regression analysis is presented in 

stages based on the different categories of influence. These findings are subsections of 

the full regression model and account for all explanatory variables examined 

                                                           
67 Across the various models reported in this chapter the assumption of homoscedasticity holds and the data 

is free of auto correlation; however, the data does suffer from contemporaneous correlation, necessitating 

the use of panel corrected standard errors. 
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simultaneously (for a complete set of results refer to Table 1c in the chapter appendix). 

Additionally, several alternative model specifications are included as robustness checks 

on these findings, the results of which are reported in the chapter appendix68. As Table 

4.3 indicates, trade relations between borrowers and the Bank’s top donors provide 

moderate support for hypothesis 1. Trade with each donor is positively correlated with 

IDA lending patterns, but often in a sporadic and sometimes inconsistent manner.  

Just as with the IBRD, the different types of trade impact the IDA’s funding 

decisions in distinct ways. The Bank’s top donors appear to either favor a policy of 

export promotion or maintaining access to foreign imports. The evidence indicates that 

imports to donor countries have a greater impact on lending decisions than purchases of 

donor export products. Only US and UK exports are found to have a statistically 

significant relationship with IDA lending; whereas, Japanese, German, and French 

imports are all positively correlated the amount of funding countries receive from the 

IDA.  

In the aggregate, the data supports the assertion that the United States pressures 

the IDA to lend more to countries which purchase a greater volume of US exports. 

According to the data, every additional $1 million worth of merchandise a country 

purchases from the US translates to an increase in development assistance worth between 

roughly $40-75 thousand annually. However, this finding is inconsistent across 

alternative model specifications. The coefficients for US exports lose their significance in 

                                                           
68 Special attention should be directed toward two specific alternative specifications, one which accounts 

for the presence of outliers in the data and another which employs a logged version of the dependent 

variable (the annual value of aid received). These findings, which are referenced frequently throughout the 

chapter, are reported in Tables 2c and 3c in the appendix. 
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models which account for outliers and which employ alternative measures of the amount 

of aid countries receive69. As such, any conclusions about US influence associated with 

trade should be considered tentative. Much more robust are the findings for trade with the 

United Kingdom. As Figure 4.4 illustrates, on average those which purchase a greater 

volume of UK exports tend to receive more IDA funding than their peers with weak 

economic ties with the United Kingdom. According to the evidence reported in Table 4.3 

every additional $1 million worth of trade with the UK corresponds to an increase in IDA 

funding worth approximately $170-200 thousand per year70. In this way, these donors 

may be using development funding as a way to support their domestic export sectors, an 

interpretation which is supported by the work of Breblein and Schmaljohann, who argue 

that select donors manipulate World Bank trade conditionality to benefit their 

commercial interests (Breblein and Schmaljohann (2013).  

Figure 4.4: The Relationship Between Donor-Borrower Exports and IDA Aid  

 
For ease of analysis, these illustrations present the aggregate relationship between donor trade ties and 

IDA aid. The vertical axis shows the total value of aid received, while the horizontal axis reports the 

average amount of trade with select donors—expressed on a logarithmic scale. This depiction simplifies the 

basic patterns in the panel-data by merging multiple observations into a single summary value.   

                                                           
69 Refer to Tables 2c and 4c in the chapter appendix for details.  
70 This finding holds across all alternative model specifications (see Tables 2c and 4c in the appendix).  
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In addition to the behavior of US and UK exports, the findings regarding German, 

French, and to a lesser extent Japanese imports also support hypothesis 1. As Figure 4.5 

demonstrates countries which sell more to both Germany and France tend to receive a 

greater amount of IDA support71. The positive coefficient on Japanese imports observed 

in model 4 is inconsistent with the negative relationship found in model 3. This 

inconsistency is resolved in an alternative model specification which utilizes a two-part 

framework, in which those which trade more with Japan are found to be less likely to 

receive aid than their peers, yet among those that do, trade has a positive impact on aid 

outcomes (refer to Table 3c in appendix for details).  

Figure 4.5: The Relationship Between Donor-Borrower Imports and IDA Aid  

 

 

The evidence pertaining to donor-borrower trade relations supports both 

hypothesis 1 and the multi-donor framework presented in this study. Previous research on 

the link between international politics and World Bank aid has shown that countries 

which trade more with the United States receive a greater share of multilateral 

development aid (Fleck and Kilby 2006); however, as the data presented in this section 

                                                           
71 The findings regarding both German and French trade are consist across alternative model specifications. 
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show, the US does not appear to hold a monopoly on influence over the IDA, as trade 

with multiple donors is positively correlated with the IDA’s funding decisions. In fact, 

the evidence of US influence related to trade is far less robust than the findings regarding 

the influence of donors such as the United Kingdom or France.  

In addition to the positive correlations observed between aggregate donor-

borrower trade ties and IDA lending habits, a detailed study of IDA’s investment 

portfolio reveals that much of the unexplained variation described in section 4.1 can be 

explained by borrowers’ trade relations with the Bank’s top donors. Recall that Kenya 

and Uzbekistan share very similar basic development profiles, yet the two have had 

dramatically different experiences borrowing from the IDA. Despite their similar size, 

level of economic productivity, and per capita income, Kenya received over eight times 

more development assistance from the Bank’s discount lending arm, a fact which seems 

in part due to its close economic ties to powerful donors. According to the patterns 

described in Table 4.4, Kenya had closer trade ties with the US, UK, and France, which 

suggests that its privileged status is in part due to its economic importance to the Bank’s 

top donors. For example, Kenya purchased more than twice the average amount of US 

exports than Uzbekistan and more than seven times the amount from the United 

Kingdom. We observe the same pattern when looking at the trade relations of Egypt and 

the Philippines. Again, these two countries have the same basic level of need but have 

had wildly different experiences borrowing from the IDA. Once more, we find that the 

larger recipient had closer trade ties with several of the Bank’s top donors. For example, 

Egypt engaged in roughly twice as much trade with the UK and France than the 

Philippines.  
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Table 4.4: Total Aid Received by Donor-Borrower Trade Ties  

Country Value of Aid  
(Millions USD) 

US Exports  
(Millions USD) 

UK Exports  
(Millions USD) 

GR Imports  
(Millions USD) 

FR Imports  
(Millions USD) 

Kenya  4,500 312 340 133 80.6 

Uzbekistan 522 155 48.2 233 71.2 

      

Egypt 1,000 3,700 899 606 603 

Philippines 172 6,200 490 1,600 333 
Aggregate summary statistics for the period between 1990 and 2011.  

 Another key indicator of donor-borrower relations is the amount of direct bilateral 

aid donors provide to countries throughout the developing world. Studies on the 

determinants of bilateral aid flows have consistently found that direct economic 

assistance between nations is often allocated based on political exigencies rather than on 

economic need (Alesina and Dollar 2000, Meernick et al. 1998, Lundborg 1998)72. Given 

the highly politicized nature of foreign aid, we can use direct aid flows between the 

Bank’s top donors and recipients as a measure of donor-related political influence over 

the Bank (Fleck and Kibly 2006). If powerful donor-states are pressuring the IDA to lend 

in accordance with their foreign policy objectives we should find a positive relationship 

between bilateral and multilateral aid flows (hypothesis 2). That is, countries which 

receive greater amounts of direct economic aid from the Bank’s top donors should also 

receive more aid from the Bank itself.  

Comparing bilateral aid flows against the IDA’s investment portfolio, we find 

strong support for hypothesis 2. The evidence shows that foreign aid between donors and 

borrowers is positively correlated with IDA lending decisions. More importantly, the data 

indicate that the United States is not alone in its influence over the IDA, as both Japanese 

                                                           
72 For a more detailed discussion of the politics of bilateral aid refer to Chapter 2 
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and UK aid are also positively correlated with World Bank funding. In fact, the United 

Kingdom seems to be more influential than the US along this particular dimension of 

donor-borrower relations.  

Table 4.5: The Impact of Bilateral Aid on IDA Lending. 

Variable Name 
1 

(Sample I) 

 

2 
(Sample I) 

 

3 
(Sample II) 

 

4 
(Sample II) 

 

US Aid -22,521 187,586* -40,559 86,787 

 (69,623) (103,704) (150,051) (81,253) 

JP Aid 257,433*** 214,903** 353,918*** 311,045*** 

 (67,269) (90,657) (123,045) (62,706) 

GR Aid -130,185 161,128 -200,467 713,956*** 

 (184,653) (199,529) (233,725) (257,025) 

UK Aid 366,220** -29,515 379,121* -425,952* 

 (148,038) (149,496) (222,269) (258,814) 

FR Aid -80,377 -61,116 -223,482*** -148,653* 

 (72,842) (75,708) (71,656) (87,449) 

     

Past Lending   Yes  Yes 

Fixed Effects  Yes  Yes 

Sample Size  1,335 1,165 708 544 

Countries  63 63 56 56 

R-Squared  0.520 0.669 0.539 0.745 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

 Table 4.5 reports on the relationship between bilateral and multilateral aid73. Here 

we can see that US, UK, and Japanese aid are all positive correlated with IDA lending. It 

seems that Japanese aid has the strongest and most consistent relationship with IDA 

lending; however, much of this strength is driven by the influence of outliers. Once the 

four largest recipients of IDA lending have been removed from the analysis the 

                                                           
73 Like with the previous regression table, the coefficients reported here are a subset of the full results, 

which account for the influence of all explanatory variables examined as part of the study. For a complete 

set of results see Table 1c in the chapter appendix.  



 147 

 

coefficients for Japanese aid lose much of their significance and consistency74.  In 

contrast, the findings for US and UK aid are much more robust across alternative model 

specifications75. Figure 4.6 demonstrations the positive relationships between donor aid 

and IDA funding decisions. Interestingly, UK aid appears to have a greater effect on IDA 

lending than US support. Across several different model specifications, the magnitude of 

the coefficients for UK aid are twice as large as the corresponding coefficients for US 

aid. According to the data, every $1 million increase in foreign aid from the United 

Kingdom corresponds to an increase in IDA funding worth approximately $360-380 

thousand per year. In contrast, the same increase in US aid produces a smaller effect at 

roughly $187 thousand annually. This finding is particularly interesting given that the 

foreign aid literature stresses the primacy of US influence over the Bank. The greater 

magnitude of UK influence implies that, at least on this dimension of political influence, 

the United States is less important than the UK in shaping the IDA’s lending policy.  

 

 

 

 

 

 

 

 

 

                                                           
74 However, Japanese influence persists in alternative model specifications which make use of two-stage 

regression analysis, in which those that receive more direct Japanese aid are found to be more likely to 

receive IDA assistance (refer to Table 3 in the appendix for details).  
75 Refer to Tables 2 and 4 in the chapter appendix.  
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Figure 4.6: The Relationship between Donor Aid and IDA Lending  

 
These illustrations show the positive relationship between donor aid and IDA lending for a sample of 

countries which exclude the four largest recipients of IDA funding (India, Bangladesh, Vietnam, and 

Pakistan. For ease of analysis, these depictions show aggregate trends, reporting the cumulative amount of 

IDA funding received by the average annual amount of foreign aid (measured using a logarithmic scale). 

 

 While there is clear evidence that US, UK, and to a lesser extent, Japanese aid is 

positively correlated with IDA lending patterns, the evidence regarding German and 

French influence is less consistent.  Despite the statistically significant positive 

correlations observed for German aid in specification 4 reported Table 4.5, this finding 

does not hold across alternative models. Similarly, the evidence regarding French aid 

flows fails to support expectations.  

 In addition to their aggregate average impact across the IDA as a whole, bilateral 

aid flows also help to explain many of the anomalous funding decisions highlighted in 

section 4.1. Earlier we noted that countries with similar levels of need for IDA assistance 

often have strikingly divergent experiences with the World Bank. In such instances, those 

which receive a greater amount of development assistance tend to be countries with 

closer economic and political ties to important donor-states. For example, Egypt and the 

Philippines share the same basic development and demographic attributes, yet Egypt 

received just over $1 billion in aid from the IDA while the Philippines received only 
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$172 million. As noted earlier, Egypt’s privileged status appears in part due to its trade 

ties with the Bank’s largest donors. Similarly, as Table 4.6 indicates, Egypt also has 

received substantially more foreign aid from several important donors. Egypt has 

received over seven times more direct aid from the US than the Philippines. Likewise, 

Egypt has been awarded more than four times the amount of UK aid than the Philippines. 

The same patterns holds when comparing the experiences of countries like Kenya and 

Uzbekistan. Again, the two have similar development characteristics, yet have received 

wildly different amounts of IDA funding. Once more we find that the larger recipient of 

World Bank aid tends to have closer geostrategic ties to select Bank donors. In this case, 

Kenya has closer ties to both the US and Japan (as indicated by bilateral aid flows).  

Table 4.6: Total IDA Funding Received by Average Bilateral Aid Flows 

Country IDA Aid  
(Millions USD) 

 

US Aid  
(Millions USD) 

 

JP Aid  
(Millions USD) 

 

UK Aid  
(Millions USD) 

Egypt  1,000 767.8 96.9 13.9 

Philippines 172 109 310 3.1 

     

Kenya  4,500 178 79 71.9 

Uzbekistan 522 21.7 37.8 75 

 

In addition to the trade and foreign aid dimensions of donor-borrower relations, 

another important component of strategic interest is international political alignment. To 

measure international political alignment we can look at the voting behavior or borrowers 

relative to the Bank’s top donors within the United Nations General Assembly (UNGA). 

Countries which vote similarly to the Bank’s top donors are considered allies and should 

be rewarded with higher levels of development aid in return for their support (hypothesis 

7). Several studies have shown that political affinity, as measured by voting similarity at 
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the UNGA, is indicative of important patterns in international relations (Alesina and 

Dollar 2000, Dreher and Jensen 2003, and Thacker 1999). As such, we can expect that if 

the World Bank’s top donors are influencing its lending policy, those countries which 

support a donor’s foreign policy agenda receive more aid than those which oppose it.  

Table 4.7: The Impact of Political Affinity on the Value of Aid Countries Receive. 

Variable Name 
1 

(Sample I) 

 

2 
(Sample I) 

 

3 
(Sample II) 

 

4 
(Sample II) 

 

US Affinity -10.1m 67.0m** 36.3m 130m* 

 (24.2m) (27.5m) (54.4m) (78.1m) 

JP Affinity 29.6m 60.4m 90.9m 99.0m 

 (89.3m) (81.3m) (269m) (130m) 

GR Affinity -40.8m 9.8m -30.1m 17.9m 

 (107m) (100m) (387m) (194m) 

UK Affinity -26.5m 15.7m -287m 44.5m 

 (105m) (89.4m (534m) (178m) 

FR Affinity -29.9m -33.1m 118m -160m 

 (126m) (121m) (563m) (204m) 

     

Western Alliance 11.6m 148m -51.8m -170m 

 (23.6m) (218m (44.6m) (419m) 

Military Conflict 188m** 67.1m 260m*** 20.6m 

 (81.8m) (91.3m) (92.1m) (91.9m) 

Proximity to  -21.2m 15.5m -14.2m 32.2m 

Conflict (31.1m) (28.6m) (27.4m) (20.9m) 

     

Past Lending   Yes  Yes 

Fixed Effects  Yes  Yes 

Sample Size  1,335 1,165 708 544 

Countries 63 63 56 56 

R-Squared  .520 .669 .539 .745 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

The United States has a consistent track record of opposing most UN resolutions. 

For example, between 1990 through 2012, the US voted in favor of only one-fifth of the 

resolutions to come before the UNGA.  In contrast, the Bank’s other top donors tend to 
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be much more supportive, voting in favor of resolutions more than half of the time76. 

Against this backdrop, with the US’s behavior standing as an outlier among the Bank’s 

leading donors, the evidence presented in Table 4.7 suggests that the United States is the 

only donor to exert political pressure on the IDA stemming from patterns in UN voting 

behavior. However, in alternative specifications which account for the influence of 

outliers, political affinity among borrowers toward Japan is also correlated with IDA 

lending habits. Political affinity with the remaining donors appears to have no discernable 

impact on aid outcomes.  

According to the data, borrowers which vote more closely with both the US and 

Japan at the UNGA receive more aid in any given year than their peers which vote in 

opposition to these two donors. Specification 4 in Table 4.7, indicates that those which 

vote with the United States half of the time receive on average $130 million more in IDA 

funding in any given year than those which consistently vote against the US position77. 

Similarly, once outlier observations are removed from the analysis, the coefficients for 

Japanese political affinity also support expectations. As Table 2c in the chapter appendix 

reports, those which vote with Japan half of the time receive on average roughly $150 

million more in aid than those which regularly vote in opposition to Japan. These 

findings conform to the expectations outlined by hypothesis 3 and support a growing 

consensus in the foreign aid literature that UN voting behavior is linked with multilateral 

aid flows (Andersen et al. 2006, Neumayer 2003, and Vreeland and Dreher 2014). More 

importantly, just as with the previous dimensions of donor-borrower influence, the 

                                                           
76 For details on donor voting behavior refer to Figure 1c in the chapter appendix.  
77 The positive correlations between US political affinity and IDA lending is consistent across models 

which account for the influence of outliers (see Table 2c in the appendix). 
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behavior of political affinity further shows the value of the multi-donor framework, as 

political alignment with multiple donors is correlated with aid outcomes.  

Military ties are the final dimension of donor-borrower relations that we will 

examine as part of our assessment of donor influence. As in the previous chapter, we will 

focus on three aspects of the military ties between donors and borrowers—formal 

alliances, armed conflict, and proximity to conflict. Unlike the previously examined 

dimensions, military relations are not disaggregated by donor; rather, they capture ties 

with all donors simultaneously. The literature on the World Bank is largely agnostic 

about how militarized conflict impacts the Bank’s behavior. Intuitively we would expect 

that if donors are influencing the allocation of funding, countries which are formal 

military allies of the Bank’s top donors should receive greater amounts of development 

aid. The expected influence of military conflict itself is less clear. One the one hand, it is 

reasonable to view military conflict as taking place between enemies, which should result 

in donors working to weaken their enemies by cutting off development aid.  On the other 

hand, development aid may be used to entice opponents to cease hostilities, or it may be 

utilized in conjunction with military action as a means to facilitate regime change and 

nation-building. As such, it is unclear how we should expect military conflict with donors 

to impact the IDA’s funding decisions. The anticipated impact of proximity to conflict 

with the West is more straightforward. For a variety of reasons, it reasonable to expect 

developing countries which border on conflict zones to receive greater amounts of 

economic aid. Donors may be using aid to entice such states to act as staging grounds for 

military actions in a neighboring country. Further, aid may be designed to bolster 

unstable regimes and prevent conflict from spilling over from one country to another. For 
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these reasons, we can expect formal military allies and those bordering conflict zones to 

receive greater amounts of development aid than their peers (hypotheses 4 and 5). 

The bottom portion of Table 4.7 presents the finding on the relationship between 

military ties and IDA lending. For the most part, there is little aggregate support the 

hypotheses pertaining to the military dimension of donor-borrower relations. Table 4.7 

shows a positive correlation between military conflict and aid outcomes, however further 

examination reveals that this finding is driven by the experiences of outliers and that any 

impact of donor-borrower military ties seems contingent upon geographic region.  

Additionally, there is some indication that proximity to conflict behaves as expected in 

alternative model specifications, but this finding remains merely suggestive. Finally, the 

data on military alliances offers qualified support for hypothesis 4, as being a Western 

ally has no consistent impact on IDA lending patterns during the 1990s, but has a positive 

impact beginning after the year 2000.  

Figure 4.7 demonstrates the positive relationship between conflict and aid 

outcomes observed in columns 1 and 3 in Table 4.7. Based on this evidence, it would 

seem that those engaged in armed conflict in which one of the Bank’s top donors is a 

participant, tend to receive more aid on average than their peers. Specifically, those 

engaged in a military conflict involving the West receive an additional roughly $240 

million in aid per year. However, evidence from alternative model specifications reveals 

that this finding is largely driven by the experience of Pakistan, which has been a close 

US partner in the West’s War on Terror in Neighboring Afghanistan78. Once such outlier 

                                                           
78 Note that the conflict variable indicates whether a country is involved in military dispute in which one of 

the Bank’s top donors is also a participant, not whether the country is at war with donors.  
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observations are removed from the analysis military conflict has no impact on IDA 

lending decisions. This caveat shows that while politicization of development aid related 

to military conflict occurs, it’s not a systemic phenomenon, but rather a sporadic one, 

which varies across conflicts.  

Figure 4.7: The Impact of Military Conflict on IDA Lending  

 
This trend is largely driven by the experiences of countries in South Asia.  

 

 The remaining dimensions of donor-borrower military ties offer weaker evidence 

of donor influence, as the terms for Western alliances and proximity to conflict only yield 

statistically significant coefficients in a small number of alternative model specifications. 

Employing a two-stage model with a logged measure of IDA funding, there is some 

evidence that those bordering on conflict zones are more likely to receive development 

assistance, a finding which supports hypothesis 5 (refer to Table 4c in the appendix for 

details). Additionally, temporal analysis of the impact of alliance structures shows that 

Western allies received more aid from the IDA during the 2000s but not the 1990s (see 
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Table 5c in the appendix). This pattern is consistent across both the IBRD and IDA, 

suggesting that the West’s heightened military activities in the post-9/11 world created 

additional external pressure on the World Bank. It would seem that the West’s need to 

garner political support for its War on Terror resulted in increased politicization of 

development aid. This conclusion is further supported by temporal variation in the 

behavior of US political affinity. During the 1990s, US political affinity appears to be 

negatively correlated with IDA lending decisions, but beginning in the 2000s the 

coefficients become positive and statistically significant (see Table 5c in the appendix)79.  

 In sum, the evidence obtained from proxy measures of donor influence largely 

conforms to expectations and offers support for donor-influence arguments.  Across 

multiple dimensions of donor-borrower relations, those with closer ties to the Bank’s top 

donors are found to receive more aid on average than their peers. Further, the positive 

relationship between donor-borrower relations and IDA lending helps to account for 

much of the unexplained variance noted in section 4.1. Among countries with similar 

development profiles, those which receive more aid, tend to have significantly closer 

economic, strategic, and political ties to important donors. In addition to supporting 

donor influence arguments generally, the evidence presented through this section strongly 

suggests that the United States is not alone in its influence of the IDA. Whether it is 

German and French trade ties, British bilateral aid flows, or Japanese political affinity, 

borrower’s geostrategic ties with donors other that US are consistently correlated with aid 

outcomes at the IDA. Finally, analysis of the explained variance associated with the 

donor influence indicates that such influence accounts for roughly 25% of the observed 

                                                           
79 Refer to Table 4c in the appendix for details.   
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variation in the IDA’s loan portfolio. Recall that a similar analysis in the previous chapter 

showed that donor influence explained between 15-20% of the IBRD’s behavior. 

Interestingly, politics seems to play a greater role at the IDA than at the IBRD, as 

indicated by the 5-10% increase in explained variance across agencies (more on this at 

the end of section 4.2).  

Need-Based Lending: The Impact of Economic Attributes on IDA Funding  

 Given the World Bank’s mandate to provide investment capital with an eye 

toward poverty alleviation and the promotion of economic growth, we expect borrowers’ 

development profiles to be a major determinant of the amount of funding they receive. If 

the Bank is lending according to need, we should find that development indicators are 

strongly correlated with funding levels.  Specifically, we should find that both borrowers’ 

access to capital and economic productivity are negatively correlated with the amount of 

funding they receive (hypothesis 6 and 7). Additionally, we expect public health 

indicators, which track closely with poverty, to be inversely related to the IDA’s funding 

decisions (hypothesis 8).  Contrary to expectations, however, like at its sister agency the 

IBRD, need plays a limited and often contradictory role in shaping aid outcomes at the 

IDA. Of the eight development attributes examined, only two operate as expected—

population and domestic savings rates. The remaining economic attributes either directly 

contradict expectations or fail to yield consistently significant results. Basic development 

indicators such as life expectancy, per capita income and gross domestic product (GDP) 

have no clear impact on IDA lending patterns, while economic growth, infant mortality 

rates, and foreign direct investment (FDI) behave in ways that defy need-based 
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explanations. In many cases, the IDA is surprisingly found to provide greater amounts of 

aid to countries with less need for development assistance.  

 Table 4.8 reports the results from regression analysis of the impact of economic 

need on the value of aid borrowers receive while accounting for the influence of 

governance attributes and donor related political pressure80. Here we can see that the only 

development attributes which consistently behave as expected are population and 

domestic savings rates. As expected, larger more populous countries clearly receive more 

funding than their smaller peers81.  Similarly, countries with reduced access to domestic 

sources of capital are found to receive more aid than those with high savings rates. This 

finding is in line with the Bank’s mandate to correct market failures in the provision of 

investment capital. As such, the negative coefficients observed in columns 2 and 4 

support hypotheses 682. 

 

 

 

 

 

 

 

 

 

                                                           
80 The coefficients reported here are a portion of the results from the full model (see the appendix for 

details). These estimates account for the potential influence of all three classes of explanatory variables.  
81 This finding is consistent across model specifications (see Tables 2c and 4c in the appendix).  
82 This finding holds when outliers are removed, but drops out once a log measure of aid is introduced.  
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Table 4.8: The Impact of Economic Attributes on the Value of Aid Countries Receive.   

Variable Name 

1 

(Sample I) 

 

2 

(Sample I) 

 

3 

(Sample II)  

 

4 

(Sample II) 

  

Ln Population 65.1m*** -34.9m 98.9m** -34.3m 

 (11.1m) (65.9m) (49.5m) (163m) 

Ln GDP -34.8m*** 88.1m** -33.1m 334m*** 

 (13m) (42.7m) (21.5m) (115m) 

Ln Income 14.8m -14.2m 4.8m -76.4m 

 (12.7m) (18.1m) (23.2m) (54.3m) 

Growth 1.7m** 1.4m** 2m* 2m 

 (697k) (594k) (1.1m) (1.3m) 

Life Expectancy 3m** 1.3m 4.7m 7.9m 

 (1.2m) (1.8m) (4.9m) (10.6m) 

Infant mortality 262k -1.2m** 632k -141k 

 (270k) (622k) (832k) (2.9m) 

Savings -315k -1m** -166k -2.6m*** 

 (218k) (441k) (819k) (897k) 

Ln FDI 1.8m*** 835k 2.6m*** 1.2m 

 (611k) (677k) (584k) (842k) 

     

Past Lending   Yes   Yes 

Fixed Effects  Yes  Yes 

Sample Size  1,335 1,165 708 544 

Countries  63 63 56 56 

R-Squared  .520 .669 .539 .745 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

  

 While the behavior of savings rates is in line with the Bank’s mandate, the 

evidence pertaining to FDI is not. Contrary to expectations, the data show that countries 

which receive greater amounts of foreign direct investment, paradoxically also receive 

elevated levels of IDA assistance—a fact which stands in direct contradiction to the 

Bank’s original mandate. The left-hand side of Figure 4.8 demonstrates the positive 

relationship between foreign investment and IDA lending. According to the data, every 

10% increase in annual foreign investment corresponds with roughly $74 thousand in 
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additional IDA funding83.  

Figure 4.8: The Impact of Borrower Economic Attributes on IDA Lending  

 

 
These illustrations show the aggregate relationships between select economic attributes and cumulative  

IDA lending. Here we can see that both average FDI flows and average annual growth rates are positively  

correlated with IDA funding.  

 

 The impact of the foreign investment is not the only surprising finding. Annual 

growth rates and infant mortality levels also operate in ways that contradict need-based 

explanations. Surprisingly, across all model specifications, countries with higher annual 

growth rates are found to receive increased amounts of financial support from the IDA. 

For example, every 1 percentage point increase in annual growth is associated with on 

average roughly $1.7 million in additional IDA funding. Similarly, the data reveal the 

IDA appears to provide less funding to countries with high infant mortality rates. 

According to the coefficient reported in column 2, a one standard deviation increase in 

infant mortality rate corresponds with a decrease in IDA support of roughly $40 million 

per year84. This finding not only undermines hypothesis 8 but taken at face value, 

strongly clashes with the Bank’s image as a need-based organization. This glaring 

                                                           
83 This estimate is based on the coefficient reported into column 1. Note that logged explanatory variables 

cannot be interpreted using standard linear regression techniques. Here the magnitude of the coefficient is 

expressed using percent changes. Also, note that this finding holds across all specifications.  
84  One standard deviation is equal to 33.6 deaths per 1000 live births. Note that while this finding appears 

weak in Table 7 it is more robust once outlier observations are removed (see Table 2c in the appendix).  



 160 

 

inconsistency is thrown into even starker relief when one considers that the IDA deals 

exclusively with the World’s most impoverished nations.  Despite the Bank’s rhetoric 

about “working for a world free of poverty” its main vehicle for aiding the poor appears 

to systematically overlook important dimensions of need when awarding development 

aid.  

 The coefficients for the remaining economic attributes offer inconsistent and 

unclear evidence from which no firm conclusions can be derived. For example, in Table 

4.8 economic productivity yields statistically significant coefficients, but their signs are 

highly variable85. Similarly, the evidence pertaining to life expectancy is weak and 

inconsistent. In Table 4.8 life expectancy appears to a positive impact, but in alternative 

specifications, it yields negative estimates. Finally, per capita income seems to have no 

impact on the IDA’s funding decisions as it yields variable and statistically insignificant 

coefficients in nearly all model specifications. Again, this fact is rather surprising, given 

that IDA lends to some of the world’ most impoverished countries. As such, we would 

expect income to be a significant influence on how the IDA distributes funding.  

 Like the main agency of the WBG, the IDA has a poor track record for need-

based lending. Only two of the eight development attributes examined behave as 

predicted—population and saving rates. Further, several key indicators of the need are 

correlated with aid outcomes in surprising and even shocking ways. Contrary to 

expectations, countries with better growth, higher levels of foreign investment, and lower 

infant mortality rates are found to receive greater amounts of aid than their more 

                                                           
85 This inconsistency persists across alternative model specifications.  
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impoverished peers. These findings show that in many ways the Bank is out of sync with 

both its mandate and its often lofty rhetoric. This finding is especially striking at the IDA, 

given that its clients are among the most impoverished in the world. Despite the 

surprising and contradictory behavior of need-based indicators, borrower’s economic 

attributes are still one of the strongest influences over the IDA’s investment decisions. 

Analysis of the explained variance across model specifications indicates that of the 

statistically significant need-based influences, such factors account for roughly 20-25% 

of the IDA’s lending behavior. That is to say, roughly a quarter of the observed variation 

in the IDA’s lending portfolio is attributed to countries’ development characteristics—

though not necessarily in ways we might have expected.  

Good Governance: The Impact of Institutional Attributes on IDA Lending   

  According to the World Bank’s stated policy of combating corruption and 

promoting good governance, borrowers with better governance characteristics are 

supposed to receive greater amounts of development assistance as a way to incentivize 

the creation and maintenance of transparent and effective public institutions (World Bank 

2007). As such, we should find that the various governance attributes examined in this 

section are all positively correlated with the amount of aid countries receive.  Those with 

better control over corruption, political stability, regulatory standards, and adherence to 

the rule of law are expected to receive increased levels of aid (Hypothesis 9). Further, 

given that the quality and accountability of governing institutions is often tied to the type 

of governing system in place, we also expect democratic countries to receive more 

development funding. Looking at the data, we find significant support for hypothesis 9. 

Unlike the IBRD, which has a poor track record on adherence to the Bank’s Governance 
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and Anticorruption Strategy (GAC), the IDA does appear to consider borrower’s 

governance characteristics when awarding development aid. However, the aggregate 

impact of such information remains rather limited.  

Table 4.9: The Impact of Governance Attributes on the Value of Aid Countries Receive. 

Variable Name 

2 

(Sample II) 

 

4 

(Sample II) 

 

2a 

(Sample II) 

4a 

(Sample II) 

Control of 

Corruption 
74.4m 2.1m 71m*** 57.4m* 

 (61.4m) (95.7m) (21.1m) (30.6m) 

Political Stability 36.2m -21.7m 898k -4.3m 

 (29.2m) (45.4m) (3.5m) (15.5m) 

Regulatory Quality 5m -18.5m 55.4m*** 57.7m** 

 (28m) (77.7m) (5m) (23m) 

Rule of Law -67.4m -23.8m -40.9m*** -50.9m* 

 (59.4m) (63.7m) (12.5m) (28.8) 

Polity IV 5.3m -8.9m 3.8m*** -3.2m 

 (4.6m) (19.7m) (588k) (2.6m) 

     

Past Lending  Yes   Yes 

Fixed Effects  Yes  Yes 

Sample Size 708 544 656 504 

Countries 56 56 52 52 

R-Squared .539 .745 .401 .678 
Data on the governance characteristics is only available beginning in 1996. As such, the impact of 

governance is assessed using a separate sample. Given the data availability restrictions, the governance 

sample covers a reduced number of years but includes a larger number of countries—as many countries 

joined the World Bank after 1990 (refer to Chapter 2 for research design details). Panel corrected 

standard errors are reported in parentheses with (*** p<0.01, ** p<0.05, * p<0.1). 

 

 Table 4.9 presents the results on the relationship between governance attributes 

and the amount of aid countries receive. The first two columns report the findings for the 

main model, which includes all countries to borrow during the sample period. The second 

two columns (2a and 4a) list the results for an alternative specification in which outlier 



 163 

 

observations are removed from the analysis86. As you can in the first two columns, in the 

aggregate borrower’s governance attributes have no statistically significant impact on aid 

outcomes. However, this is in large part due to the presence of outlier observations, 

which introduce significant amounts of error into the model and prevent the various terms 

from attaining statistical significance. Once these observations are removed from the 

analysis the findings become much more robust.  

 Of the five governance attributes examined, four behave in ways that support 

hypothesis 9. Across different model specifications, control of corruption, political 

stability, regulatory quality, and regime type are shown to be positively correlated with 

IDA lending practices—albeit weakly. On average, according to the data, a one point 

improvement in a borrowers’ ability to combat public corruption corresponds to an 

additional $60-70 million in development assistance from the IDA87. As the left-hand 

side of Figure 4.9 indicates, this average positive relationship is largely confined to those 

countries with poor quality public institutions (negative values). Among the IDA’s 

clients, those with the best record for combating corruption are paradoxically found to 

receive the least amount of aid. Yet, among countries rife with corruption, the IDA does 

appear to use aid as a way to incentivize reform, as movement from extreme levels of 

corruption to moderate levels is correlated with increased development funding.  

 

 

                                                           
86 Here the top 4 recipients of aid (India, Bangladesh, Vietnam, and Pakistan) are removed from the 

analysis as their experiences with the Bank differ dramatically from the typical IDA client. 
87 This finding does not hold in models which employ a log measure of aid.  



 164 

 

Figure 4.9: The Impact of Corruption and Regulatory Quality on IDA Lending Habits   

Control of Corruption and regulatory quality are measured on a scale from (-2, 2), with low values 

corresponding to weak institutions.  

 

 The IDA also appears to award more funding to countries with better regulatory 

environments, that are politically stable, and democratic. As the right-hand side of Figure 

4.9 illustrates, those with better quality regulatory standards clearly receive more aid than 

their peers with poor quality regulations.  Few of the IDA’s clients have what would be 

considered “good” regulatory standards, but on average going from poor to neutral 

quality standards results in an increase in aid of roughly $56 thousand per year88. The 

results for political stability are insignificant in Table 4.9; however, in alternative 

specifications, stable countries are found to be both more likely to receive aid in the first 

place and to receive greater amounts of funding than their peers (refer to Table 4c in the 

appendix).  Finally, given that institutional quality is closely correlated with regime type, 

in which democratic countries tend to have more transparent and accountable public 

institutions, it makes sense that democratic countries would receive more aid than their 

authoritarian peers. The right-hand side of Figure 4.10 presents the positive relationship 

                                                           
88 This finding holds across alternative specifications.  
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between IDA lending and regime type89. Where we can see that while democracy is 

positively correlated with lending decisions, that correlation is rather weak. On average, 

moderately democratic countries (5) receive $38 million more in IDA assistance than 

moderately authoritarian countries (-5).  

Figure 4.10: The Impact of Rule of Law and Regime Type on IDA Lending Habits   

 
Rule of law is measured on a scale from (-2, 2), with low values corresponding to weak institutions. Polity 

is measured on a scale from (-10,10), with low scores indicating authoritarianism and high scores 

representing democracy.  
 

 In contrast with the other dimensions of institutional quality, the behavior of the 

coefficients for rule of law operates in ways that contradict expectations. The impact of 

the rule of law on aid outcomes is a bit unclear on the left-hand side of Figure 4.10. Here 

we can that most IDA clients suffer from poor rule of law and that those with the best 

records receive very little aid. The results from regression analysis are more 

straightforward, indicating that on average the rule of law is negatively correlated with 

the IDA’s funding decisions. According to the data, every point improvement in rule of 

law translates to a reduction in aid of $50 million per year, a finding which is out of sync 

with the Bank’s emphasis on good governance promotion.  

                                                           
89 A finding which holds across specifications.  
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 In sum, unlike its sister agency the IBRD, which pays little attention to 

borrowers’ governance attributes, the IDA appears much more in tune with the Bank’s 

GAC strategy. Four of the five variables examined offer support for hypothesis 9. 

Democratic countries which are making progress on improving corruption, maintaining 

stability, and developing high-quality regulatory environments receive more aid than 

their less successful peers. Borrowers’ ability to establish and maintain the rule of law is 

a weak point in the IDA’s implementation of the good governance agenda, as those with 

better rule of law receive less aid on average.  

Analysis of Explained Variance  

 Before moving onto the conclusion of this chapter, a few comments about model 

fit are necessary. The base model reported throughout this chapter yields an r-squared of 

.52 for sample I and .54 for sample II. These estimates increase to .67 and .74 once past 

lending and country-level fixed effects are included. This indicates that the models are 

able to explain roughly 70% of the observed variation in the IDA’s lending activities. 

Interestingly, the model performs better at the IDA than at the IBRD—where the fully 

specified models accounted for 63% of the observed variation. Further, unpacking the 

explained variance across the different classes of variables reveals additional differences 

between the IBRD and IDA. Notably, economic attributes perform less well at the IDA, 

while governance and donor influence measures perform better. As Figure 4.11 indicates, 

borrower’s economic characteristics account for roughly 20-25% of the variation in the 

IDA’s allocation decisions, in comparison to 30% at the IBRD. Country-level governance 

attributes make up another 6% of the explained variance—up from 2.5 % at the IRBD. 

Finally, international politics making up roughly another quarter of the explained 
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variance—compared to only 15-20% at the IBRD. The improved accuracy of the model 

at the IDA results in a lower unexplained variance, down from 35-40% at the IBRD to 

25-30% at the IDA.    

Figure 4.11:  Distribution of Explained Variance  

 

 

 In the previous chapter we discussed how statistical techniques allow us to parse 

variation in the Bank’s investment decisions, assigning likely causal influencing to the 

unexplained variance. Given the use of country-level fixed effects, we can be confident 

that the unexplained variance is due to factors which operate at the international level, a 

large portion of which is likely attributed to internal Bank processes. Further, given the 

combination of increased variance attributed to international politics and decreased 

unexplained variance likely tied to internal Bank processes, it seems that the IDA enjoys 

slightly less autonomy over aid allocation decisions than the IBRD. Such a conclusion 

makes sense given differences in the funding structures of the two agencies. For example, 

while IBRD’s operational budget is underwritten by its members, its actual funding is 

derived from a combination of loan repayments, interest accrual, and financing. Donor 

financial commitments are not actually paid into the IBRD; rather, they are “callable” 

upon request. In this way, donor financial commitments support the IBRD’s ability to 
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raise capital from private markets, instead of providing direct budgetary support. In 

contrast, the IDA’s budget is derived from direct financial support from donors, which is 

subject to triannual replenishments—a process which has historical been politicized by 

the United States. Given that the IDA’s budget is subject to periodic approval by donors, 

it makes sense that international politics would have a greater impact than at the IBRD, 

which is somewhat more insulated from external political pressures.  

 

 (4.3) Conclusion 

 The objective of this chapter has been to determine why some countries receive 

more development support from the International Development Association (IDA) than 

others. To that end, this chapter examined the IDA’s lending patterns during the period 

between 1990 through 2011 and compared how patterns in its investment portfolio relate 

to three sets of potential causal influence—international politics, economic need, and 

institutional quality. As this chapter has shown, the IDA’s funding decisions appear to be 

influenced by international politics stemming from pressure from multiple donors, 

including the United States, United Kingdom, Japan, and to a lesser extent Germany and 

France. As we have seen, countries with closer economic, strategic, and political ties to 

important donors tend to receive more aid than their peers. Additionally, this chapter has 

shown that the IDA, surprisingly seems to pay very little attention to need among its 

clients when awarding funding. In fact, it often lends more to countries with lower levels 

of need. In contrast, unlike its sister agency, the IBRD, the IDA does appear to consider 
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borrower’s governance attributes when distributing aid, as several aspects of countries’ 

governance profile are positive correlated with lending decisions.  

 During the period between1990 through 2011, the IDA awarded $184 billion of 

development assistance to eighty-seven countries from around world. Given the IDA’s 

unique mandate to lend exclusively the world’s most impoverished, its attention has been 

focused mainly on countries in Sub-Saharan Africa, South Asia, and East Asia.  During 

the study period, the majority of aid was awarded to a relatively small handful or 

recipients. Of the eighty-seven countries to receive development support, the top ten 

captured 57% of the agency’s total resources. India, Bangladesh, Vietnam, Pakistan, and 

Ethiopia have been the largest recipients of IDA funding, with India receive twice as 

much as its peers. These countries all received over $10 billion worth of IDA 

investment—with India receiving over $25 billion. In contrast, the typical IDA client 

received just under $900 million in aid.  

 Looking beyond the IDA’s skewed investment portfolio, we find that borrower’s 

basic demographic and development attributes can only account for a portion of the 

variation in the IDA’s funding decisions. The IDA’s lending behavior is filled with 

seemingly anomalous funding decisions, which cannot be explained with reference to 

basic development indicators. The experiences of countries such as Kenya and 

Uzbekistan or Egypt and the Philippines are illustrative of this point, as each pair had 

nearly identical development attributes during the study period, yet Kenya and Egypt 

received dramatically more aid than Uzbekistan and the Philippines. 
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 According to the data analyzed in this chapter, the privileged status of some 

countries over others, appears in large part due to international politics. In situations in 

which countries with similar levels of need receive dramatically different amounts of aid, 

the larger recipient tends to have closer economic, strategic, and political ties to the 

Bank’s most influential donors—countries like the US, UK, and Japan. For example, 

Kenya has closer trade relations with the US and UK than Uzbekistan. Similarly, Kenya 

has received much more direct bilateral assistance from both the US and Japan. Likewise, 

Egypt has closer geostrategic connections with both the US and UK than the Philippines. 

Such evidence suggests that the Bank’s top donors intervene in the IDA’s funding 

decisions to steer aid toward important trade partners and strategic allies.  

 The impact of donor influence over IDA funding decisions is not confined to 

isolated incidents. As the statistical analysis presented throughout this chapter has 

demonstrated, proxy measures of donor influence are systematically related to the IDA’s 

aggregate lending patterns. Table 4.10 summarizes the results from this analysis. As we 

have seen, several measures of donor influence are positively correlated the IDA’s 

lending decisions. Trade between borrowers and several of the Bank’s top five donors are 

positively correlated with aid outcomes. For example, those which purchase a greater 

share of US and UK exports are found to receive more aid than their peers. Similarly, 

borrowers which sell more to Germany and France receive more aid on average than 

those with weaker trade ties. This positive relationship is not confined to trade links, as 

countries which received greater amounts of direct bilateral assistance from donors such 

as the US, UK, and Japan are also found to receive elevated levels of IDA support. This 

trend is also reflected in the impact of patterns in voting behavior at the UN General 
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Assembly (UNGA), in which countries which vote more closely with the United States 

and Japan are found to more development aid than those which vote against these donors.  

Table 4.10: Summary of Results 

Hypothesis Supported Expectation 

𝐻1 Yes Donor-borrower Trade is positively correlated with the value of aid.  

𝐻2 Yes Donor-borrower bilateral aid flows are positively correlated with the value of aid. 

𝐻3 Yes Donor-borrower political affinity is positively correlated with the value of aid.  

𝐻4 Mixed Military allies of the top donors receive increased levels of aid.  

𝐻5 Mixed Proximity to conflict is positively correlated with the value of aid.  

𝐻6 Mixed Access to alternative sources of capital is negatively correlated with the value of aid.  

𝐻7 No Wealth and economic productivity are negatively correlated with the value of aid.  

𝐻8 Mixed Physical health metrics are negatively correlated with the value of aid.  

𝐻9 Yes The quality of government institutions is positively correlated with the value of aid.  

.  

 

 The evidence related to donor influence is consistent with hypotheses 1-5 and 

supports the main assertion of the foreign aid literature, that development aid is subject to 

external political pressures from powerful donor states (Andresen at el. 2006, Fleck and 

Kilby 2006, Vreeland and Dreher 2014). More importantly, however, this chapter has 

argued that the IDA is subject to political pressure from multiple sources, not merely the 

Bank’s largest donor—the United States. The data presented throughout this chapter 

shows that across numerous dimensions, the same types of measures which have 

typically been used to demonstrate US influence, are consistent with a multi-donor model 

of international politics. Along all three dimensions of donor-borrower relations, those 

with closer geostrategic ties to donors other than the US are found to receive more aid 

than their peers. Here the positive correlations between French trade ties, UK bilateral aid 

flows, Japanese political affinity and IDA lending outcomes indicates that the US does 

not enjoy exclusive influence over the Bank.  
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 In addition to providing evidence which argues for an expanded conception of 

donor influence, this chapter has also shown that the IDA pays surprisingly little attention 

to need when awarding development aid. It does however, appear to take much greater 

consideration of borrowers’ governance characteristics than its sister agency—the IBRD. 

Of the eight different indicators of need examined, only two operate as expected, as 

larger countries with reduced access to domestic capital receive more aid than their peers. 

In contrast, the majority of variables which measure need among the IDA’s clients fail to 

support expectations; in fact, several directly contradict them. Surprisingly, countries 

with low infant mortality rates, and by extension, low levels of poverty are found to 

receive more aid than their peers. Likewise, countries with higher economic growth rates 

and greater access to foreign investment are shown to receive elevated levels of aid, a fact 

which contradicts the Bank’s original mandate to provide aid to those without access to 

investment capital. As this evidence shows, the IDA appears out of sync with its own 

need-based lending criteria. A fact which may due to the increased importance of 

international politics at the IDA, as compared to the IBRD.  

 Unlike its poor performance on need-based metrics, the IDA has a much better 

record on implementing the Bank’s good governance and anticorruption (GAC) agenda. 

Unlike the IBRD, which had a poor track record on governance based lending, the IDA 

does appear to consider borrower’s governance characteristics when allocating 

development aid. In accordance with the Bank’s GAC strategy, those with less corruption 

and better regulatory environments are shown to receive more aid. There is also some 

indication that democracies and politically stable countries receive more aid than their 

unstable and authoritarian peers. The IDA’s record is not perfect, however, as the rule of 
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law is surprisingly found to be negatively related to funding decisions. While the 

evidence indicates that the IDA does factor borrower’s governance and institutional 

attributes when making funding decisions, such characteristics have only a minimal 

impact on the IDA’s overall allocation decisions. As the analysis of the explained 

variance reveals, variables designed to measure borrower’s institutional quality account 

for only roughly 6% of the IDA’s funding decisions. Ultimately, we can conclude that the 

IDA does follow the Bank’s GAC strategy, but that such considerations impact funding 

decisions only at the margins.  

  The broad contours of the IDA’s lending portfolio largely mirror, those of the 

Bank’s main agency, the IBRD. Overall, the IDA concentrates most of its development 

aid into the hands of a small number of large, relatively economically productive, and 

politically well- connected countries. As with the IBRD, the IDA appears subject to 

external political pressures from multiple sources. Such political pressure takes on an 

expanded role at the IDA, likely due to the agency’s unique funding structure, which 

grants powerful donors increased leverage over the Bank. The increased salience of 

international politics corresponds with the decreased relevance of need and IDA 

autonomy more generally. However, the increased role of politics has not undermined the 

Bank’s GAC, if anything, it corresponds with improved implementation. The difference 

in IBRD and IDA autonomy suggest that funding structures are an important source of 

donor control over the Bank. If this is true, we should find that the Bank’s remaining 

agencies, the International Finance Corporation (IFC) and the Multilateral Investment 

Guarantee Agency (MIGA), enjoy higher levels of autonomy than the IDA, as their 

funding structures more closely resemble the IBRD’s.  
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CHAPTER 5 

INVESTING IN THE PRIVATE SECTOR:  

UNPACKING THE IFC’S FUNDING DECISIONS  

 

Introduction 

 This chapter continues our exploration of the determinants of World Bank lending 

by focusing on the Bank’s private sector lending division, the International Finance 

Corporation (IFC). Created in 1956, the IFC was designed to spur growth within the 

private sector of developing economies. Unlike the previously explored agencies (IBRD 

and IDA) which lend directly to the governments of borrowing countries, the IFC 

provides financial support directly to private enterprise. Given that the IFC serves the 

private sector, its lending modalities come in a greater variety of forms. In addition to 

providing access to loans, the IFC also makes direct equity purchases in private firms—

becoming an investor and partial owner. As with the previous case studies, the main 

objective of this chapter is to understand how and why the IFC lends the way it does. 

Although the IFC has a distinct mandate from the previously explored agencies, the basic 

logic of its mission remains largely the same, to correct a market failure in the provision 

of international capital, with an eye toward promoting growth and alleviating poverty. As 

such, we expect the same basic influences which shape IBRD and IDA lending to have 

similar influence at the IFC.  

 Drawing on insights from both the foreign aid and IO literatures, this study 

develops and tests a multi-donor model of international politics. The foreign aid literature 
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argues that development assistance is largely awarded based on political considerations, 

in which powerful donor-states intervene in the Bank’s internal decision-making 

processes to steer funding towards friends and allies while withholding it from rivals and 

enemies (Gwin 1997 and Wade 2002). Several studies have confirmed the presence of 

donor influence over aid allocation decisions Andresen et al. (2006), Dreher et al. (2009), 

Fleck and Kilby (2006); however, such studies tend to focus on the role of the Bank’s 

largest donor—the United States90. Building on insights from Principal-Agent studies, we 

have good reason to believe that the United States is not alone in its ability to influence 

the allocation of development aid. Studies by Neilson and Tierny (2003), Neilson et al. 

(2006) and Weaver (2008) have shown that in many instances the World Bank is subject 

to external demands from multiple member-states. As such, we will examine the role of 

international politics from a broader perspective, one which evaluates the potential 

influence of the Bank's top five largest donors.  

As the previous chapters have illustrated, the multi-donor model of political 

influence seems to be an improvement on traditional explanations which focus on the role 

of merely the United States. At the IBRD, we find that donor-borrower trade, and to a 

lesser extent geostrategic relations, with several of the Bank’s top donors are positively 

correlated with aid outcomes. Similarly, we find robust evidence in support of the multi-

donor model at the IDA; where, donor-borrower trade ties, strategic relations, and 

political affinity with multiple donors are positively correlated with funding allocations. 

Given these findings, we expect the IFC to award greater amounts of funding to countries 

                                                           
90 See also Vreeland and Dreher (2014) and Neumayer (2003).  
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with closer economic and political ties to the Bank’s top five largest financial backers—

the United States, Japan, Germany, the United Kingdom, and France.  

As in the previous cases, this chapter will also explore the role of borrower’s 

economic and governance attributes. Earlier we found that the IBRD has a modest track 

record on need-based lending, but a poor record on lending in accordance with the 

Bank’s governance and anticorruption (GAC) strategy. In contrast, we found the opposite 

to be true at the IDA, where need largely fails to predict the amount aid countries receive, 

but where borrower’s governance profiles play an important role. In the previous chapter, 

we concluded that the IDA’s divergent behavior relative to the IBRD was largely due to 

decreased autonomy and increased donor influence. Further, it seems likely that such 

limited autonomy is tied to the IDA’s unique funding structure, which provides donors 

with increased leverage over the Bank. Given that the IFC’s funding structure more 

closely resembles the IBRD than the IDA, we can expect that if the IFC deviates from the 

hypothesized behavior described in chapter 2, that it will behave similar to the IBRD—

with donor influence being somewhat restrained, need playing a larger role, and 

institutional quality having only a marginal impact.  

The IFC’s unique mandate, to provide investment directly to private companies, 

creates a partial exception to some of the need-based expectations. In chapter 2, we noted 

that access to foreign direct investment (FDI) should be negatively correlated with the 

Bank’s funding decisions, given its mission to correct market failures in the provision of 

investment capital. According to the logic of the Bank’s foundational mandate, aid should 

be directed toward those countries deemed too risk by private investors; however, this 

expectation may need to be relaxed at the IFC. Given that the IFC partners with industry, 
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often seeking to match Bank investments with private equity, we have reason to believe 

that IFC aid will be positively correlated with foreign investment flows. Otherwise, the 

IFC should operate the same as the other agencies of the WBG, in theory, lending more 

to those with greater levels of need and with better institutional environments. In fact, 

there is a dual incentive for the IFC to pay careful attention to borrowers’ governance 

characteristics, as such factors are not only integral to the Bank’s GAC strategy but are 

also important considerations for private investors. 

In the aggregate, the IFC’s investment portfolio looks very similar to that of its 

peers. As with the other agencies examined thus far, the IFC demonstrates a strong 

tendency to concentrate the majority of its development efforts into a small handful of 

large relatively successful economies. Similarly, the same pattern of unexplained 

variance noted earlier persists, in which countries with comparable basic development 

attributes often have very different experiences borrowing from the IFC. To illustrate this 

tendency, consider the experiences of Armenia and Georgia. Both countries are located in 

Eastern Europe and were former Soviet Republics. During the period under study, these 

two countries had nearly identical basic development characteristics, the two had 

comparable average populations, levels of economic productivity, and per capita income. 

Yet, despite their similar levels of need for development assistance, Georgia received 

nearly seven times more funding than Armenia, as Georgia received $437 million in IFC 

investments; whereas, Armenia received only $62.8 million. 

As we have seen in the previous chapters, at the IFC much of the divergent 

lending behavior can be traced back to apparent political influence. In situations where 

countries with similar levels of need receive very different amounts of financial support, 
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the larger recipient tends to have closer economic, political, and geostrategic ties to the 

Bank’s largest donors. Similarly, when looking at the IFC’s aggregate lending behavior 

during a period between 1995 through 2010, we find that several measures of donor 

influence are positively correlated with the IFC’s funding decisions. More importantly, 

the behavior of donor influence at the IFC offers strong support for the multi-donor 

model. Across all three dyadic measures of political influence, donors other than the 

United States are found to have a statistically significant positive impact on aid outcomes. 

The United Kingdom stands out as leading donor at the IFC, in some places appearing to 

surpass US influence.  

In addition to evaluating the impact of donor influence, this chapter also examines 

the influence of borrowers’ economic and governance attributes. Here we find that the 

IFC departs for the hypothesized expectations significantly. Overall, the IFC appears to 

pay some attention to need when awarding aid, but in several instances, the different 

economic measures either fail to support expectations or directly contradict them. 

Similarly, the IFC’s record on good governance promotion is somewhat mixed, as a  

small handful of attributes behave as expected, but most fail to support expectations. In 

this way, the IFC more closely resembles the IBRD than the IDA, with politics exerting a 

sizable influence, but not much so that it overpowers the agency’s autonomy. Like the 

main agency of the WBG, the IFC appears to retain significant levels independence. Such 

discretional freedom corresponds with increased salience of economic attributes, but a 

decreased role for governance characteristics; a finding which suggests that the Bank’s 

rank-and-file staff have been slow to internalize the principles of the good governance 

agenda.  
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The remainder of this chapter is organized into three sections. Section 5.1 

describes the IFC’s lending behavior during the period under study, offering summary 

statistics, as well as, elaboration on the main trends in the IFC’s investment portfolio— 

tendencies to concentrate aid into a relatively small number of recipients and to provide 

greater access to funding to some countries and not others. Section 5.2 compares trends in 

the IFC’s lending behavior against patterns in borrowers’ geostrategic, economic, and 

governance characteristics to show that development aid is in part awarded based on 

international politics, with partial consideration given to need and institutional quality. 

Finally, section 5.3 summarizes the main findings presented in this chapter and offers 

concluding thoughts on their implications.  

 

 (5.1) How Does the IFC Distribute Development Aid? 

This section outlines the broad contours of the IFC’s investment portfolio, 

describing how the agency has allocated its development resources during the study 

period. This section also highlights the main variation of interest in this study, the fact 

that countries with similar levels of need often receive very different amounts of financial 

support from the World Bank. On the first point, the IFC, like its peers demonstrates a 

tendency to concentrate the majority of its funding into a small number of large and 

relatively affluent recipients. On the second point, we find that after controlling for 

borrowers’ basic development attributes, factors such as population, and economic 

productivity, significant levels of unexplained variation persist. Before diving into the 

specifics of how the IFC has allocated its development resources it is worth noting that 
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much of the subsequent discussion is presented in aggregate terms. Throughout this 

section, we will primarily be looking summary trends, describing the total amounts of aid 

received during the sixteen-year study period. This aggregate approach does not reflect 

the research design employed in the subsequent results section, where the unit of analysis 

is disaggregated by year. The following discussion is meant to provide an overview 

summary of the IFC’s lending behavior.  

 In the previous chapters we began our analysis in 1990; however, the IFC only 

provides complete data beginning in 1995. As such, the present chapter examines a 

reduced time period. Between 1995 and 2010 the IFC provided development financing 

for over two-thousand projects in one-hundred and twenty-four different countries91. 

During this period the IFC awarded approximately $70 billion in economic assistance 

directly to private enterprises throughout the developing world. The median value of IFC 

investment a country received is roughly $140 million spread out over 10 different 

projects. However, this fact is somewhat misleading, as there is a significantly high level 

of variability in the IFC’s investment portfolio. For example, the small West African 

nation of Guinea-Bissau received only $30 thousand worth of cumulative investment, 

whereas, the IFC’s largest client, Brazil, received over $6 billion in financial support. 

Given the large range of experiences at the IFC, the standard deviation of its investment 

portfolio is just over $1 billion92. 

The great diversity in the IFC lending behavior is paired with a strong tendency to 

concentrate aid into large and relatively productive economies. As Figure 5.1 illustrates 

                                                           
91 In total the IFC provided investment funding for 2,472 different projects.  
92 One standard deviation in the value of aid received is equal to $1.1 billion.  
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the IFC’s top ten largest clients represent just 8% of the agency’s clientele but have 

received 54% of its total resources. Of the IFC’s over one-hundred and twenty different 

clients, the top ten received more than the half of the agency’s investment resources. In 

comparison to the typical client which received only $140 million in investment support, 

the top ten recipients received on average $3.7 billion in aid, awarded through more than 

one-hundred different projects. As we have seen in the previous chapters, this two-tiered 

system of aid, is largely, though not exclusively, due to absorptive capacity; in which 

larger countries with more economically productive economies can not only 

accommodate large investment flows but may, in fact, require them in order to achieve 

proportionate development outcomes as smaller countries, which require less stimulus. 

Figure 5.1: Distribution of IFC Beneficiaries and the Share of Aid Received.  

 

  

 As we have seen before, the IFC also concentrates aid into some regions more 

than others. As Table 5.1 illustrates, countries in Latin American and the Caribbean 

(LAC) and Europe and Central Asia (ECA) have received the largest share of IFC 

funding. In contrast, the IFC has a very small presence in Sub-Saharan Africa (SSA) (see 

Figure 5.4 for details). Countries in LAC captured the largest share of IFC aid at 34% of 

the agency’s total funding, while, countries in the ECA region received the second largest 
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share at 23%. These two regions collectively captured more than half of the IFC’s total 

resources, this despite the fact that their average regional incomes were higher than many 

other regions. The skewed pattern in aid giving observed at the international and regional 

levels also holds within regions themselves. Within each of the Bank’s six regional 

divisions two or three countries typically capture the majority of funding. For example, in 

Sub-Saharan Africa (SSA), the top three aid recipients, South Africa, Nigeria, and Ghana 

captured 49% of the region’s total funding. This pattern is even more extreme in ECA, 

where Russia, Turkey, and Romania were awarded 59% of the region’s total funding93.  

Table 5.1: Regional Ranking of Aid Received and Average Income (1995-2010)  

Rank Region 
Value of Aid 
(Billions USD) 

Percentage of 

Total Lending 

Average 

Income 

1 
Latin America and the 

Caribbean 
23.8 34% $3,982 

2 Europe and Central Asia 16.1 23% $4,076 

3 East Asia and the Pacific 11.1 16% $2,392 

4 South Asia 8.9 13% $1,130 

5 Sub-Saharan Africa 5.7 8% $1,320 

6 
The Middle East and North 

Africa 
4.7 7% $5,998 

Average income is based on those countries which borrowed from the IBRD, not all countries in the region. 

Aid data is from the World Bank’s Projects Database, while development characteristics are taken from the 

Bank’s World Development Indicators Series. 

  

 Given that such a small handful of recipients dominate the IFC’s investment 

portfolio, it is important to identify these countries. Figure 5.2 identifies the IFC’s top ten 

clients by plotting the total number of loans received over the cumulative value of aid 

awarded. Here we can see that Brazil, India, Russia, China, and Turkey are the top five 

                                                           
93 Russia was awarded $4.6 billion (29%), Turkey $3.7 billion (23%) and Romania just over $1 billion 

(7%).  



 183 

 

largest recipients of IFC funding, followed by Mexico, Argentina, Indonesia, Pakistan, 

and the Philippines. As Figure 5.2 demonstrates, each of these countries received over 

roughly $2 billion in funding, with India and Brazil receiving by far the largest share of 

aid, at or approaching, $6 billion cumulatively during the study period.  

Figure 5.2: Identification of the IFC’s Top Borrowers 

 

 Having summarized the main descriptive features of the IFC’s investment 

portfolio, let us turn our attention to the main variation of interest in this study. Just as 

with the previous agencies of the WBG, the IFC’s lending behavior is filled with seeming 

anomalous lending behavior. In the previous chapters, we have seen that borrower’s basic 

demographic and development attributes account for only a portion of the variation in the 

Bank’s investment behavior. Once again, at the IFC we find the same pattern, where 

basic development indicators cannot account for discrepancies in lending behavior. 

Figure 5.3 illustrates these seemingly anomalous patterns. On the left-hand side of Figure 

5.3, we see the distribution of the total amount of aid countries have received while 
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controlling for their average population size. Here we can clearly see that larger countries 

receive much more aid than smaller ones. Most importantly, we can also see that 

population only goes so far in explaining the IFC’s investment decisions. Countries of the 

same size often have very different experiences with the IFC.  For example, Argentina 

and South Africa have comparably sized populations, yet Argentina received three times 

more aid than South Africa94. Similarly, Morocco and Peru both had average populations 

of between roughly 25-30 million, but Peru received $1.6 billion in aid, while Morocco 

only received $473 million.   

Figure 5.3: The Relationship Between IFC Lending and Basic Development Attributes.  

 
These illustrations depict the relationship between aggregate average development attributes and the 

cumulative value of IFC funding countries have received during the period between 1995 and 2010. In 

order to highlight the variation of interest both population and GDP are expressed using a logarithmic scale.  

 

 We see the same pattern on the right-hand side of Figure 5.3, where countries 

with larger more productive economies clearly receive more aid than their smaller less 

productive peers. Yet, again significant levels of variation remain. Just as with 

population, we can see that those with similar levels of economic productivity often 

                                                           
94 Argentina’s average population between 1995 and 2010 was roughly 37 million, similar to South 

Africa’s 45 million. Yet, Argentina received $3.5 billion in IFC aid, while South Africa was awarded only 

$1.1billion.  
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receive very different levels of IFC support. As in the previous example, Argentina and 

South Africa have roughly the same size economies, but Argentina received much more 

IFC support95. Likewise, we again find that Peru and Morocco have comparably sized 

economies, both worth roughly $55-70 billion on average, yet Peru received three times 

more aid than Morocco. The divergent experiences of these otherwise equally needy 

countries once more highlight the core empirical puzzle at the heart of this study; the fact 

that those with similar levels of need often receive very different amounts of World Bank 

aid.  

 As this section has demonstrated, during the sixteen years under study the IFC has 

awarded just over $70 billion worth’s of development investment to one-hundred and 

twenty-four different countries across the globe. The majority of this funding has been 

concentrated in countries located in Latin American and Europe. The typical IFC client 

received roughly $140 million worth of investment distributed over ten projects. In 

contrast, with the experiences of the typical IFC beneficiary, the agency’s top ten largest 

clients have received the vast majority of the IFC’s attention, capturing 57% of all funds 

distributed. Among the top beneficiaries, the average borrower received $3.7 billion in 

aid awarded through over hundred different projects. Digging into the details of the IFC’s 

lending behavior, we find that just like its peers, the IFC’s investment portfolio is filled 

with seeming anomalous lending decisions.  Countries such as Armenia and Georgia, 

Argentina and South Africa, or Morocco and Peru, all have similar basic development 

attributes but have had very different experiences borrowing from the IFC. Given the 

                                                           
95 Argentina’s economy was worth roughly on average $218 billion compared to South Africa’s $239 

billion.  
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comparable baseline levels of need between these countries, what explains their divergent 

lending experiences? The following section seeks to answer this question, by evaluating 

the impact of donor influence, economic indicators of need, and institutional quality. 
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Figure 5.4: Distribution of IFC Funding.  
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(5.2) Analysis: The Influences on The IFC’s Funding Decisions 

 In order to determine why some countries receive more IFC funding than others, 

we will examine three broad sets of causal influence: the political relations between 

borrowers and the Bank’s top financial donors, economic attributes, and governance 

characteristics. In this section, we will follow the same basic research design as employed 

in the previous chapters, relying primarily on linear regression analysis of panel data, 

while supplementing traditional regression techniques with a two-stage model (the results 

of which are presented in the chapter appendix)96.  As noted in the previous section, 

complete IFC lending data is only available for a reduced number of years, as such the 

current analysis is based on samples of data for the period between 1995 through 201097. 

As in the previous chapters, the dependent variable is an absolute measure of the annual 

amount of funding countries receive from the IFC (measured in millions of USD)98. The 

different explanatory variables are divided into subsections based on political influence, 

economic attributes, and governance characteristics. For ease of analysis, the results from 

the different classes of influence are presented separately, although they are derived from 

the full model which accounts for all variables simultaneously (for a full table of results 

refer to Table 1d in the appendix). 

                                                           
96 The findings reported in the Tables presented throughout this section apply to linear regression analysis 

on the full sample of countries to borrow from the IFC. These results are bolstered by several alternative 

model specifications presented in the chapter appendix. Table 2d in the appendix presents the results for a 

reduced sample of countries which removes outlier observations from the analysis. Table 4d presents the 

results from an alternative model specification which utilizes the two-stage framework, in which logit 

analysis is used to determine the likelihood of receiving IFC aid, followed by regression analysis on those 

countries which received aid (for details on the two-stage model refer to chapter 2).  
97 As in the previous chapters, two separate samples are included to allow for the inclusion of variables to 

measure borrower’s governance characteristics, as such data is available only in specific years (see chapter 

2 for details).  
98 An alternative log measure of aid is employed as a robustness check in the chapter appendix (see Table 

4d).  
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International Politics and Donor Influence  

 Apart from lending criteria derived from the Bank’s mandate and policy concerns 

(need and governance), the leading explanation for why some countries receive greater 

amounts of aid than others centers on the role of international politics. As such, we begin 

our analysis of the determinants of IFC lending by focusing on the impact of donor-

related political pressure. Development aid is argued to be politicized, being used 

primarily as a foreign policy tool of powerful donors—specifically the United States 

(Gwin 1997 and Wade 2001). There is existing evidence to support this assertion; 

however, such evidence often fails to delineate the extent to which international politics 

influences the World Bank’s allocation decisions (Andersen et al. 2006, Dreher et al. 

2009, Fleck and Kilby 2006, and Vreeland and Dreher 2014). Further, such evidence 

tends to overlook the potential influence of major financial backers other than the United 

States.  

 Adopting a more expensive view of international politics this section examines 

how relations between IFC clients and the Bank’s top financial backers influence the 

allocation of development funding. According to the theoretical propositions outlined in 

chapter 2, we expect recipients with closer political ties to the Bank’s top donors to 

receive increased levels of development funding. From this perspective, the World Bank 

is viewed as a political institution dominated by powerful states. These states use their 

influence over the Bank to guide the flow of development aid in ways that support their 

foreign policy agendas. Whether it be incentivizing the purchase of exports, maintaining 

the flow of foreign imports, or rewarding political allies, development aid is argued to be 

subject to the political whims of donors. If this is true, borrowers’ relations with the 
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Bank’s top donors should be correlated with the amount of aid they receive. Specifically, 

those of greater foreign policy interest to donors are expected to receive larger amounts 

of aid (refer to hypotheses 1-5 in chapter 2 for details). 

 Looking at four dimensions of donor-borrower relations—economic ties, foreign 

policy interest, political affinity, and military relations—the data shows that international 

politics does seem to impact how the IFC’s awards funding. Further, the data also suggest 

that the influence of politics is not confined to merely the United States; rather, multiple 

donors appear to influence how the IFC allocates its funding. Across multiple dimensions 

of donor-borrower relations countries with closers ties to powerful Western donors 

receive more aid than their peers. 

 Beginning with the trade component of donor-borrower relations, according to 

hypothesis 1, outlined in chapter 2, we expect countries which trade more with the 

Bank’s top donors to receive increased amounts of IFC funding. If donors are pressuring 

the Bank to lend to their friends and allies it stands to reason that donors would seek to 

utilize development aid to reward their trade partners, either as a way to open developing 

markets to donor exports or to ensure the flows of goods from developing countries. Here 

the data is consistent with the argument that trade-related political influence shapes how 

the IFC allocates funding, as trade with nearly all donors is positively correlated with aid 

outcomes. Further, the data supports a multi-donor model of political influence as several 

donors other than the United States appear to exert influence at the IFC. 
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Table 5.2: The Impact of Donor-Borrower Trade Relations on the Value of IFC Aid99.  

Variable Name 

1 

(Sample I) 

 

2 

(Sample I) 

 

3 

(Sample II) 

 

4 

(Sample II) 

 

US Exports 0.00484*** 0.000125 0.00469*** 0.00278 

 (0.00146) (0.00336) (0.00139) (0.00358) 

JP Exports -0.00371*** -0.00403** -0.00287*** -0.00194 

 (0.00124) (0.00182) (0.000953) (0.00228) 

GR Exports -0.0105*** -0.00842* -0.0117*** -0.0123*** 

 (0.00380) (0.00473) (0.00276) (0.00398) 

UK Exports 0.0161 0.0185** 0.0146* 0.0116 

 (0.0104) (0.00897) (0.00782) (0.00842) 

FR Exports -0.000497 0.0492*** 0.00484 0.0664*** 

 (0.00747) (0.0152) (0.00729) (0.0156) 

     

US Imports -0.00217** 0.000141 -0.00223** -0.00225 

 (0.00102) (0.00193) (0.000888) (0.00202) 

JP Imports -0.000479 -0.00330 -0.000961 -0.00635*** 

 (0.00149) (0.00208) (0.00109) (0.00245) 

GR Imports 0.00126 0.00386 0.00272 0.00518 

 (0.00365) (0.00502) (0.00276) (0.00437) 

UK Imports 0.0221*** 0.0200* 0.0213*** 0.0295*** 

 (0.00790) (0.0104) (0.00575) (0.00842) 

FR Imports 0.0235** -0.0172 0.0202** -0.0215** 
     

Past Lending  Yes  Yes 

Fixed Effects  Yes  Yes 

Sample Size  1,696 1,380 1,235 927 

Countries  107 107 103 103 

R-Squared  .403 .608 .432 .691 

Unlike in the previous chapters in which the value of aid was measured in USD, here the value of IFC aid 

is expressed in millions of USD. As such, the coefficient for US Exports reported in column 1 should be 

interpreted as $4,800. Panel corrected standard errors are reported in parentheses with (*** p<0.01, ** 

p<0.05, * p<0.1). 

 

Table 5.2 lists the evidence for the relationship between donor-borrower trade and 

the value of development aid countries receive100. The data shows that those which trade 

                                                           
99 Across the various models reported in this chapter the assumption of homoscedasticity holds and the data 

is free of auto correlation; however, the data does suffer from contemporaneous correlation, necessitating 

the use of panel corrected standard errors. 
100 Table 5.2 reports only a subset of the results from the full model. The coefficients reported here control 

for the influence of all other explanatory variables (see Table 1d in the chapter appendix for the full table of 

results).  
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more with the United States, United Kingdom, and France tend to receive higher levels of 

funding than their peers. For example, every $1 million worth of US exports a country 

purchases are linked with an increase in IFC funding worth approximately $5 thousand 

per year101. However, as with the other agencies examined thus far, not all trade has the 

same impact. The behavior of exports and imports is typically inversely related, 

indicating that most donors prefer to reward particular types of trade102. At the IFC, most 

donors appear to reward exports over imports. Among the IFC’s clients, those which 

purchase a greater volume of goods from the US, UK, and France are found to receive 

elevated levels of IFC funding. In contrast, on the import side, only UK imports are 

positively correlated with IFC funding.  

Figure 5.5 demonstrates the positive relationship between donor-borrower trade 

and IFC lending habits. On the left-hand side, we can that in the aggregate, those which 

trade more with the US receive significantly greater amounts of aid than those with 

weaker trade ties. Similarly, on the right-hand side, we can see that those which sell a 

greater volume of goods to the United Kingdom also tend to receive more aid. While 

trade with three of the top five donors operates as expected, the impact of Japanese and 

German trade contradicts expectations. The value of both Japanese and German exports 

is negatively correlated with IFC lending, while imports from both countries have no 

significant relationship funding decisions.  

                                                           
101 This finding is consistent across all model specifications.  
102 The case of the UK appears to be an exception, as both exports and imports are positively correlated 

with the value of IFC aid; however, the behavior UK exports is not consistent across all alternative model 

specifications.   
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Figure 5.5: The Relationship Between Donor-Borrower Trade Relations and IFC Lending 

 

 

 

In addition to establishing support for hypothesis 1, the data also suggest that the 

United States is not alone in its influence over the IFC.  Controlling for US influence, 

both UK and French trade are also positively related to the IFC’s lending decisions. The 

United States’ top position within the Bank’s formal hierarchy does not appear to grant it 

exclusive influence over the Bank’s lending decisions. In fact, the data indicate that in 

many instances the US is not the most influential donor-state. Dollar for dollar, the 

magnitude of the effect of both UK and French exports is greater than that of the 

purchase of US goods. For example, every additional $1 million worth of French exports 

correlates with an average annual increase in IFC funding worth approximately $50-60 

thousand compared to only $4 thousand for US exports. As such, not only can we 

conclude that the World Bank is subject to political pressure from multiple donors, but 

also that the US is not always the most influential of these donors. 

 If part of the reason why some countries receive more IFC funding than others is 

due to their trade relations with the US, UK, and France; can patterns in such trade 

relations help to explain the anomalous lending behavior described in section 5.1? In 
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many cases, the answer is yes. As Table 5.3 indicates countries which trade more with the 

US, UK, and France tend to receive more aid than other countries with similar 

development characteristics. Recall from our earlier discussion, that Armenia and 

Georgia had virtually identical basic development profiles during the period under study. 

Yet, despite their similarities, Georgia received over seven times more aid than Armenia. 

Georgia’s privileged status at the IFC seems in part due to its closer trade ties with 

several of the Bank’s leading donors. For example, Georgia purchased a greater volume 

of merchandise from both the US, UK, and France. The experiences of Armenia and 

Georgia are not unique, as the trade figures for Tanzania and Kenya indicate. In an 

overwhelming number of instances, countries with similar levels of need are often found 

to receive very different levels of financial support from the IFC. In such instances, the 

larger recipient tends to have much closer economic ties to the Bank’s most influential 

donors, a fact which suggests that such donors pressure the IFC to lend more to their 

trade partners.   

Table 5.3: Total Aid Received by Average Donor-Borrower Trade Ties   

Country 

 

Total IFC Aid 

(millions) 

 

US Exports 

(millions) 

 

UK Exports 

(millions) 

 

FR Exports 

(millions) 

 

Armenia 62.8 1,298 178 612 

Georgia 437 3,283 632 784 

     

Tanzania  210 1,610 2,031 1,047 

Kenya  414 5,785 5,426 2,559 
Trade figures are based on averages taken during the period between 1995-2010.  

 In addition to trade relations between donors and borrowers, we can also examine 

patterns in bilateral aid flows to assess the foreign policy relevance of countries to the 

Bank’s top donors. According to hypothesis 2 outlines in chapter 2, if donors are 
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influencing the allocation of development aid we should find a positive correlation 

between the amount of bilateral aid and IFC funding countries receive. According to the 

logic of donor influence arguments established by those such as Fleck and Kilby (2006), 

countries of greater strategic importance to donors receive elevated levels of direct 

bilateral assistance. From this perspective, the more important a country is to a donor’s 

foreign policy; the more bilateral aid it receives (Alesina and Dollar 2000, Lundborg 

1998, and Vreeland and Dreher 2014). As such, direct economic assistance should 

positively predict the Bank’s multilateral aid flows. The data analyzed in this section 

supports this expectation and is consistent with the argument that select donors pressure 

the IFC to lend in ways that support their individual foreign policy agendas. In addition to 

providing general support for hypotheses 2, the data also highlights the value of a multi-

donor model and suggests that the US is not the dominate influence we have come to 

believe. 

 Table 5.4 lists the evidence for the relationship between bilateral aid flows and the 

amount of IFC funding countries receive. Here we can see that the UK and to a lesser 

extent Japanese aid behave as expected and are positively correlated with IFC funding 

decisions103. Additionally, once outlier observations are removed from the analysis, the 

terms of US bilateral aid also behave as expected (see Table 2d in the appendix). These 

findings show that countries which receive greater amounts of direct aid from the United 

Kingdom, United States and to a lesser extent Japan, are on average awarded more 

development funding than their peers. For example, every $1 million in US foreign aid 

                                                           
103 The positive coefficient for UK aid is consistent across all alternative model specifications. The 

coefficient for Japanese aid holds until alternative specification 3, in which a logged measure of aid is 

employed in a two-stage model.  
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corresponds to an average increase in IFC funding equal to approximately $70 thousand 

per year104. Surprisingly, the UK appears to have greater influence over the IFC than the 

US, as every dollar of UK aid corresponds to twice as much IFC funding. In comparison 

to US influence, every $1 million in UK foreign aid translates to an increase in IFC 

funding worth $140 thousand a year.   

 

Table 5.4: The Impact of Bilateral Aid on the Value of IFC Funding Countries Receive.  

Variable 

Name 

1 

(Sample I) 

 

2 

(Sample II) 

 

3 

(Sample I) 

 

4 

(Sample II) 

 

US Aid 0.00686 0.0471 -0.00184 0.0392 

 (0.0322) (0.0346) (0.0350) (0.0359) 

JP Aid 0.0511 -0.0413 0.0688** -0.00677 

 (0.0380) (0.0364) (0.0305) (0.0359) 

GR Aid -0.0155 -0.0842 0.0114 0.0290 

 (0.125) (0.138) (0.101) (0.108) 

UK Aid 0.125** 0.149** 0.146*** 0.101* 

 (0.0569) (0.0656) (0.0493) (0.0523) 

FR Aid -0.106* -0.0572 -0.203*** -0.102 

 (0.0589) (0.0497) (0.0729) (0.0826) 

     

Past Lending   Yes  Yes 

Fixed Effects  Yes  Yes 

Sample Size  1,696 1,380 1,235 927 

Countries 107 107 103 103 

R-Squared  .403 .608 .432 .691 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

 Figure 5.6 illustrates the positive relationship between donor-borrower strategic 

relations and IFC funding. Here we can see that overall the relationship is a bit weak, 

with significant variation persisting after donor influence is accounted for. Yet, despite 

the weakness of this relationship, we can clearly see that those with closer ties to the UK 

                                                           
104 As reported in columns 1 and 3 in Table 2d of the chapter appendix.   
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and US receive increased levels World Bank support105. The positive coefficients 

observed for UK, US, and Japanese aid, in combination with the findings for donor-

borrower trade ties, suggest that these countries pressure the IFC to lend more to 

countries which they deem important foreign policy interests. 

Figure 5.6: The Relationship between Donor Aid and IFC Lending  

 

 

  

 In addition to the evidence from aggregate analysis of the IFC’s lending behavior, 

trends in donor-borrower strategic relations often help to clarify the otherwise puzzling 

discrepancies in the allocation of aid among countries with similar development 

backgrounds. As with Armenia and Georgia in the previous trade example, Thailand and 

Iran both share similar basic development characteristics, yet Thailand received forty 

times more aid than Iran106. Part of the explanation for this divergent experience appears 

to stem from Iran’s poor and often adversarial relations with the West, specifically with 

the United States. As Table 5.5 illustrates Iran received comparable levels of direct 

foreign aid from the UK as did Thailand; however, Iran received dramatically less aid 

                                                           
105 For a similar illustration of Japanese influence, refer to Figure 1d in the chapter appendix.  
106 Both Thailand and Iran has average populations between 60-70 million and average GDPS worth 

roughly $160-170 billion.  
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from the United States. In fact, during the period under study Iran repaid more on 

existing loans than it received in new aid from the United States.  As such, we can 

conclude that the divergent experiences of Iran and Thailand are in part related to US 

influence. According to the logic of donor influence arguments established by Fleck and 

Kilby (2006), Thailand received so much more aid than Iran in part because of its close 

relationship with the US compared to Iran’s hostile one. This conclusion is further 

supported by the experiences of Armenia and Georgia. As in the Thai-Iranian example, 

the country with closer ties to influential donors is found to received more World Bank 

funding (see Table 5.5 for details). 

Table 5.5: Comparison of Aid Received by Bilateral Aid Flows  

Country Total IFC Aid 

(millions) 

 

Total US Aid 

(millions) 
Total UK Aid 

(millions) 

Thailand 1,000 346 19.84 

Iran 25 -2.2 20.32 

    

Armenia 62.8 1,157 53.9 

Georgia 437 1,806 69 

Negative values indicate net repayment.  

  

 In addition to the trade and bilateral aid dimensions of donor influence, we will 

also examine the impact of political affinity on IFC funding decisions. Recall from our 

earlier discussion in Chapter 2 that political affinity between countries in the international 

system is argued to be an important indicator of foreign policy interest. Several studies 

have shown that political affinity, as indicated by vote similarity within the United 

Nations General Assembly (UNGA), is correlated with multiple different international 
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outcomes (Alesina and Dollar 2000, Dreher and Jensen 2003, and Thacker 1999)107. 

According to hypothesis 3 outlined in chapter 2, given that political affinity is correlated 

with several important foreign policy interests, we can reasonably expect that countries 

with greater affinity toward the Bank’s top donors will receive increased levels of IFC 

funding. Countries with closer affinity are considered friends or allies, and if donors are 

indeed pressuring the Bank, such countries should receive greater amounts of aid than 

their peers. In other words, we expect political affinity and IFC funding to be positively 

correlated. 

 Comparing trends in political affinity against the IFC’s investment portfolio we 

find only limited support for hypothesis 3. Of the five political affinity measures 

examined, only one behaves as expected. The top half of Table 5.6 presents the results for 

political affinity between donors and borrowers. In the aggregate, across all countries to 

borrow, none of the affinity terms operate as expected. In fact, US political affinity yields 

a significant negative correlation108.This fact is surprising given the consistency of US 

influence across the IBRD and IDA, where the United States has been shown to exert 

influence over funding allocation decisions, to steer funding toward those which vote 

more closely with the US position. In contrast, the US seems either unwilling or unable to 

similarly reward such behavior at the IFC.  

 

 

                                                           
107 Alesina and Dollar argue that countries with greater political affinity toward bilateral aid donors tend to 

receive increased amounts of direct economic assistance (Alesina and Dollar 2000). Similarly, Dreher and 

Jensen find that countries with closer affinity with the United States receive IMF bailout packages with 

fewer conditions attached than those with weaker ties to the US (Dreher and Jensen 2003). 
108 A finding which holds across all alternative model specifications.  
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Table 5.6: The Impact of Political Affinity on the Value of Aid Countries Receive.  

Variable Name 

1 

(Sample I) 

 

2 

(Sample I) 

 

3 

(Sample II) 

 

4 

(Sample II) 

 

US Affinity -11.81 -44.51** -32.74 -84.53*** 

 (23.92) (19.47) (21.03) (23.33) 

JP Affinity -31.69 26.28 -17.93 40.14 

 (61.49) (64.42) (57.41) (52.65) 

GR Affinity -52.65 -2.054 -156.6* -35.79 

 (101.4) (101.0) (94.56) (72.46) 

UK Affinity 19.36 148.8 157.0 139.6 

 (102.4) (130.7) (141.9) (86.41) 

FR Affinity 116.6 -102.2 71.30 -90.00 

 (132.8) (127.6) (142.6) (94.80) 

     

Western Alliance 30.77*** -83.10 14.71** -382.8 

 (7.135) (52.08) (6.526) (304.0) 

Military Conflict  -17.94 -8.292 -24.73 -28.82 

 (30.61) (36.36) (23.53) (31.23) 

Proximity to 

Conflict 

29.80* 8.826 36.28*** 2.260 

 (17.83) (20.45) (11.91) (11.16) 

Past Lending   Yes  Yes 

Fixed Effects  Yes  Yes 

Sample Size (n) 1,696 1,380 1,235 927 

Countries  107 107 103 103 

R-Squared  .403 .608 .432 .691 

 Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

In contrast with the behavior of US political affinity, alternative model 

specifications consistently show that countries which vote more closely with the United 

Kingdom at the UNGA are both more likely to receive aid and to receive greater volumes 

of aid (see Tables 2d and 4d in the chapter appendix). For example, countries which vote 

with the UK half of the time receive on average roughly $156 million more in aid than 

those which consistently vote against the UK position109. The positive relationship 

                                                           
109 As reported in Column 4 of Table 2d in the chapter appendix.  
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between UK affinity and IFC funding supports the basic logic of donor influence 

arguments articulated by Andresen et al. (2006), however, the findings presented here 

suggest that donor influence is not confined to the United States; in fact, US influence 

related to voting behavior at the UN does not extend to the IFC. 

As with the previous dimensions of donor-borrower influence, UK political 

affinity can help to explain the anomalous lending decisions noted in section 5.1. For 

example, in both the Thailand-Iran and Armenia-Georgia examples, we once again find 

that countries with closer political ties to important donors receive greater levels of IFC 

investment. As Table 5.7 demonstrates both Thailand and Georgia had higher average 

affinity scores with the United Kingdom compared to their peers. These close political 

relationships correspond with increased levels of financial support from the IFC—which 

implies that the UK intervenes on behalf of those which support its foreign policy 

positions in the UNGA. As Vreeland and Dreher (2014) note, any such interventions are 

likely not designed to secure a particular political outcome, but rather are designed to 

legitimate donor’s foreign policies, but making them appear more popular than they 

otherwise might be.   

Table 5.7: Comparison of Aid Received by Affinity Toward the UK  

Country 

 

Total IFC Aid 

(millions) 

 

Average UK Affinity 

 

Thailand 1,000 1.28 

Iran 25 1.11 

   

Georgia 437 1.71 

Armenia 62.8 1.47 
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 The final component of donor-borrower relations we will examine pertains to the 

military ties between the Bank’s top donors and its clients. According to hypotheses 4 

and 5 outlined in chapter 2, if any or all of the Bank’s top donors are pressuring the IFC 

to lend in accordance with their foreign policies, we should find that the allies and 

strategic partners of donors receive increased levels of development aid. In the context of 

military relations, strategic partners are considered those in close proximity to armed 

conflicts involving the West. Here we expect that aid is used to stabilize countries 

bordering on conflict zones and/or to ensure Western military access to geographically 

important regions. The role of conflict itself is less clear, as aid may be withheld as a 

means to punish enemies, or it may be used to entice combatants to cease hostilities. 

 The results pertaining to the military dimension of donor-borrower relations are 

presented in the lower half of Table 5.6. Here we see that in the aggregate, there appears 

to be considerable support for hypotheses 4 and 5, as the terms for both Western alliance 

and proximity to conflict behave as expected. In contrast, military conflict has no 

discernable impact on aid outcomes at the IFC. The left-hand side of Figure 5.7 

highlights the impact of having an alliance with one of the Bank’s top donors. Here we 

can see that donor allies are awarded roughly $30 million more in IFC investment in any 

given year than non-allies110. Similarly, on the right-hand side of Figure 5.7, we see the 

impact of proximity to conflict in which at least one of the donors is a participant. In 

keeping with expectations, countries bordering conflicts zones receive on average 

roughly $60 million more in aid than their peers111. These findings further support the 

                                                           
110 This finding appears sensitive to model specifications, as it does not hold across alternative models.  
111 This finding appears sensitive to outliers, the coefficient loses its significance in models which remove 

the seven largest recipients of IFC aid.  
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conclusion that development aid is subject to politicization from powerful donors-states, 

as IFC investment flows are once again shown to be positively linked with borrowers’ 

geostrategic ties to the Bank’s top donors112.  

Figure 5.7: The Impact of Military Relations on IFC Investment    

 

In sum, the analysis of donor-borrower relations presented throughout this section 

strongly suggests that IFC lending is subject to political influence from the World Bank’s 

top donors. However, not all donors are either willing or able to shape the IFC’s funding 

decisions. Across the different dimensions of donor-borrower relations examined only the 

United States, United Kingdom, and to a lesser extent, Japan and France appear to exert a 

positive influence over the amount of funding their friends and allies receive. Borrowers 

with closer trade relations with the US, UK, and France receive more aid in a given year 

than their peers. Similarly, IFC clients who receive greater amounts of direct bilateral aid 

from the United States, United Kingdom, and Japan also receive increased IFC funding. 

Along the affinity dimension of donor-borrower relations, only the United Kingdom 

seems to influence the distribution of IFC aid, as countries with greater political affinity 

                                                           
112 These findings are not subject to temporal variation as in the previous chapters.  
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toward the UK tend to receive elevated levels of IFC investment. Finally, formal military 

allies of the West also are shown to receive increased amounts of IFC support.  

The data presented throughout this section provides strong support for the 

dominant explanation in foreign aid literature, that international politics is a vital 

determinant in shaping the allocation of development aid. Borrowers with close 

economic, political, and geostrategic ties to the Bank’s top donors receive more 

development aid on average than their peers. In addition, to confirming the basic insight 

of the foreign aid literature, the evidence presented in this section demonstrates the utility 

of a multi-donor model of international politics. Contrary to the emphasis of much of the 

foreign aid literature, the United States is not alone in its influence over the World Bank. 

In fact, at the IFC the data suggests that the United Kingdom is the most influential donor 

guiding the distribution of developing aid.  

 Before moving on to discuss the impact of other classes of influence over the IFC, 

it is important to note the limitations of donor-related political pressure. Analysis of the 

explained variance across different model specifications allows us to estimate the impact 

of donor-related political influence over the IFC as a whole. As it turns out, such external 

pressure accounts for approximately 15% of the observed variation in the IFC’s 

investment portfolio. It would seem that while international politics is an important driver 

of IFC allocation decisions, it is far from the dominant explanation. As with the IBRD, it 

seems that the IFC enjoys much more autonomy vis-à-vis donor-states than traditional 

explanations imply (more on this point will be considered at the end of this section).  
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Need-Based Lending: The Impact of Economic Attributes on IFC Lending  

 In addition to testing the extent of donor influence over the IFC, we also have 

good reason to explore the impact borrower’s basic development attributes.  Given the 

World Bank’s mandate to promote economic development and alleviate poverty we 

expect that need among borrowers plays a substantial role in the IFC’s funding decisions. 

However, the findings presented in the earlier chapters give us cause to be skeptical. At 

both the IBRD and the IDA, the Bank’s track record on need-based lending is rather 

mixed; with the IDA, somewhat surprisingly, having a worse record than the IBRD. 

Despite the limit utility of need-based explanations in the previously explored cases, we 

will once again evaluate the extent to which need drives the IFC’s investment decisions.  

 Based on the Bank’s mandate, we expect countries with low levels of economic 

development, and therefore high levels of need, to receive the greatest amounts of 

financial support. Economic development is a multifaceted concept with numerous 

dimensions, ranging from a nation’s economic productivity to the physical well-being of 

its citizens. Given the diverse nature of development, we will examine how need impacts 

the IFC’s funding decisions along several dimensions. Those with the greatest level of 

need have limited access to private sources of investment capital, low levels of economic 

productivity, growth, and income. Such countries typically have poor public health 

indicators, such as low life expectancies and high infant mortality rates. As such, we 

expect economic productivity, income, growth, and life expectancy to all be negatively 

correlated with the value of aid countries receive. In contrast, those with the highest 

levels of need tend to have large populations and high infant mortality rates, which 
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should correlate positively with the amount of funding borrowers receive (for a more 

detailed discussion of these expectations refer to chapter 2).  

 The IFC’s unique mandate to lend directly to the private industry complicates our 

expectations regarding access to capital. On the one hand, the Bank was originally 

designed to correct for market failures in the provision of investment capital. As such, we 

should find that the IFC provides most of its funding to countries which lack private 

investment. However, because the IFC lends directly to private enterprises, access to 

capital may be positively related to aid outcomes, as there must be some baseline level of 

private capital in order to create viable investment partners on the ground. Additionally, 

in practice, the IFC often seeks to pair multilateral aid flows with private investment. For 

these reasons, foreign direct investment (FDI) may contradict conventional expectations. 

In contrast with many of these expectations the IFC, like the other agencies of the 

World Bank Group, has a mixed track record on need-based lending. In many instances, 

greater need does not translate into higher levels of development assistance, and in some 

cases, it paradoxically corresponds with less IFC support. Only two of the eight, 

dimensions examined offer support for need-based expectations. Larger more populous 

countries with low levels of economic growth receive increased levels of aid. The 

remaining dimensions of need either offer contradictory evidence or are shown to have 

no statistically significant impact on the IFC’s lending habits. Additionally, while the 

coefficients for FDI behave in contradiction to strict need-based expectations, this finding 

is not necessarily surprising, given the IFC’s unique mandate to lend to the private sector. 

The IFC appears in lock step with private capital flows, investing more of its resources in 

countries with existing access to foreign sources of funding.  In all, only select 
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development attributes are found to guide the IFC’s funding decisions, and then not 

necessarily in ways that provide assistance to those with the greatest need.  

Table 5.8 presents the results from regression analysis of the relationship between 

countries’ development attributes and the annual value of aid they receive113. Here we 

can see that population, GPD growth, and from a certain perspective FDI, behave as 

expected. Like with the other World Bank agencies examined thus far, more populous 

countries tend to receive increased amounts of funding. At the IFC, a 10% increase in 

population corresponds with approximately $1 million in additional development aid 

each year. The behavior of economic growth also supports need-based expectations, as 

those with higher growth rates receive less aid on average. According to the data, every 

percentage point increase in annual GDP growth corresponds with a reduction in aid of 

roughly $800 thousand per year (see Figure 5.8 for an illustration of this relationship)114.  

 

 

 

 

 

 

 

 

 

                                                           
113 As with the previous regression tables, the results reported in Table 5.8 are a subset of the final analysis, 

which accounts for the influence of all three classes of influence (refer to Table 1d in the chapter appendix 

for the full table of results). 
114 Although this finding is only statistically significant in one of the four specifications presented in Table 

5.8, the coefficients are consistently negative. Further, this finding is robust across all alternative model 

specifications (see appendix for details).  
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Table 5.8: The Impact of Economic Attributes on the Value of Aid Countries Receive 

Variable Name 

1 

(Sample I) 

 

2 

(Sample I) 

 

3 

(Sample II) 

 

4 

(Sample II) 

 

ln Population 28.21*** -17.99 35.99*** 96.24 
 (10.71) (42.15) (9.908) (67.30) 

ln GDP -14.35 7.635 -18.77** 15.41 
 (11.41) (42.48) (9.348) (43.80) 

ln Income 16.61* 2.641 21.47*** 0.433 
 (8.840) (19.81) (7.547) (19.76) 

Growth -0.596 -0.560 -0.492 -0.792*** 
 (0.395) (0.376) (0.360) (0.299) 

Life Expectancy -0.464 0.146 -0.221 0.824 
 (0.474) (2.664) (0.485) (4.651) 

Infant Mortality -0.136 0.320 -0.181 1.391 
 (0.224) (0.549) (0.206) (1.100) 

Savings -0.125 0.0233 -0.142 0.334* 
 (0.226) (0.186) (0.183) (0.188) 

ln FDI 0.869*** 0.443** 1.142*** 0.379 

 (0.283) (0.207) (0.328) (0.247) 
     

Past Lending   Yes   Yes  

Fix Effects  Yes  Yes 

Sample Size 1,696 1,380 1,235 927 

Countries  107 107 103 103 

R-Squared .40. .608 .432 .691 

  Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

 

Figure 5.8: The Impact of Growth and Foreign Investment on IFC Lending  
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 As the right-hand side of Figure 5.8 demonstrates, borrowers’ access to foreign 

sources of capital contradicts strict need-based expectations. Recall that the Bank’s 

foundational mandate was to correct a market failure in the provision of international 

capital. In the case of the IFC, private businesses throughout the developing world sought 

access to foreign investment but often found themselves shut off from such markets. In 

response, the IFC was created to extend affordable lines of credit to countries deemed too 

risky by private capital. As such, we generally expect access to private capital to be 

negatively correlated with IFC funding. However, a strict interpretation of the IFC’s 

mandate is somewhat problematic, as it is tasked with lending to the private sector. The 

requirement to lend directly to businesses necessitates that the IFC often act like a 

conventional foreign investor. In fact, in many cases, the IFC actively seeks to partner 

with additional investors when financing development projects. As such, it not surprising 

to find a robust positive correlation between FDI flows and IFC investment. According to 

the findings reported in Table 5.8, a 10% increase in annual FDI flows translates into an 

additional roughly $20-30 thousand in IFC investment per year115.  

 The remaining development attributes examined provide no support need-based 

expectations; in fact, several contradict them. Indicators of a country’s public health such 

as average life expectancy and infant mortality rates are shown to have no significant 

bearing on the IFC’s funding decisions. Domestics savings rates, appear to operate the 

same as FDI flows, however, this finding appears weak in Table 5.8 and does not hold 

across alternative specifications. More importantly the evidence pertaining to economic 

productivity and per capita income, indicate that wealthier more affluent countries 

                                                           
115 This finding is incredibly robust across all model specifications.  
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surprisingly receive more aid than their impoverished peers. As the left-hand side of 

Figure 5.9 illustrates, countries with higher per capita incomes are on average awarded 

greater levels of IFC investment; however, there seems to be a cut-off point, as those with 

the highest incomes receive less support than those with more modest incomes. Overall, 

the data indicate that a 10% increase in per capita income corresponds to roughly $700-

900 thousand per year in additional IFC funding116. 

Figure 5.9: The Relationship Wealth and IFC Lending 

 

 The evidence pertaining to economic productivity is somewhat less clear. As we 

can clearly see on the right-hand side of Figure 5.9, in isolation, larger more 

economically productive countries receive more aid than their smaller less productive 

peers; however, the evidence from regression analysis presented in Table 5.8 is 

inconsistent with this finding. Column 3 in Table 5.8 suggests that GDP operates as 

expected, with more productive countries receiving less aid. Unfortunately, the 

coefficients for GDP are variable across model specifications, further undermining our 

ability to draw strong conclusions. Overall, it seems that the behavior of GDP contradicts 

                                                           
116 This finding is robust across all model specifications. 
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expectations and violates need-based arguments; however, this conclusion is tentative 

given the inconsistency of the evidence.  

In sum, the analysis presented in this section has shown that the IFC, like its sister 

agencies, has a mixed record on need-based lending. Along certain dimensions of a 

country’s development profile the IFC awards more aid to those with greater levels of 

need; however, on others it contradicts expectations, lending more to those with less 

need. In keeping with expectations, larger countries with poor economic growth are 

shown to receive higher levels of IFC funding.  In contrast with expectations, those with 

greater access foreign investment and high per capita incomes tend to receive more aid. 

The IFC largely to follows trends in private capital flows, lending more to clients with 

existing sources of investment capital, a fact which results in significant deviations from 

need-based lending criteria. In all, despite the mixed influence, borrowers’ development 

attributes account for approximately one-third of the observed variation in the IFC’s 

investment portfolio. This finding largely mirrors the results observed at the IBRD, where 

economic attributes had roughly the same impact as at the IFC. In contrast, economic 

attributes appear to be slightly more influential at the IFC than the IDA, where 

borrowers’ development characteristics accounted for roughly 6-8% less of the observed 

variation in funding decisions. As expected, the IFC’s behavior more closely resembles 

the IBRD than the IDA. A fact, which is very likely due to variation in the funding 

structures of these agencies, with the IBRD and IFC deriving the bulk of their funding 

from private capital markets, while the IDA is wholly reliant on budgetary support from 

its member-states.  
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Good Governance: The Impact of Institutional Characteristics on Aid Outcomes 

 In addition to the World Bank’s concern with development and poverty 

alleviation, the institution has also adopted an interest in the promotion of effective and 

transparent government. For years the Bank struggled to remain neutral on the issue of 

governance, arguing that its ability to aid the world’s poor was tied to its impartiality 

regarding clients’ governance systems. However, beginning in the late1990s, in the face 

of mounting evidence, the Bank slowly adopted the position that the quality of 

government conditions the effectiveness of development aid117. In keeping with this shift 

in policy the Bank embraced new lending criteria which for the first time began to 

consider client’s governance profiles when allocating development funding (World Bank 

2007). Given the recognition that aid is more effective at promoting economic 

development in environments characterized by accountable, transparent, and effective 

governing institutions, we expect borrowers with better quality government to receive 

greater amounts of IFC funding. In other words, institutional quality should be positively 

correlated with the value of aid countries receive (hypothesis 9). Similarly, given that 

many of these governing attributes are closely associated with government type, we 

expect that democratic countries will receive more aid than their authoritarian peers.  

 Analysis of the relationship between governance attributes and the IFC’s lending 

reveals that select dimensions of institutional quality are correlated with World Bank aid; 

however, overall governance characteristics have little aggregate influence over the IFC’s 

decision-making process.  Of the five dimensions of governance examined only two 

                                                           
117 For more on the link between aid effectiveness and governance quality refer to Burnside and Dollar 

(2000 and 2004), (Dollar and Levin 2005), and (Winters 2010). 
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support hypothesis 9. Among the IFC’s clients, democracies and those with better 

regulatory standards are found to receive more aid. At the same time, the evidence 

suggests that those with better adherence to the rule of law receive less IFC investment. 

The remaining dimensions of “good governance” appear to have no significant impact on 

the IFC’s aid allocation decisions. 

Table 5.9: The Impact of Governance Attributes on the Value of Aid Countries Receive. 

Variable Name 

2 

(Sample II) 

 

4 

(Sample II) 

 

2a 

(Sample II) 

 

4a 

(Sample II) 

 

Control of 

Corruption 

9.165 13.80 3.973 8.734 

 (6.653) (12.99) (4.748) (8.545) 

Political Stability -0.744 -4.934 -6.334 -5.964 

 (4.591) (10.95) (4.353) (8.604) 

Regulatory Quality 9.558* 51.31*** 12.75*** 44.74*** 

 (5.519) (10.86) (4.864) (9.890) 

Rule of Law -25.74*** -23.33 -9.888 -16.49 

 (9.587) (16.26) (9.183) (11.88) 

Polity IV 1.231** 0.877 0.246 1.789* 

 (0.517) (1.370) (0.296) (0.997) 

     

Past Lending  Yes   Yes  

Fixed Effects  Yes  Yes 

Sample Size 1,235 927 1,151 864 
Countries  103 103 96 96 
R-Squared .432 .691 .243 .47 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

 

Table 5.9 presents the evidence on the relationship between governance attributes 

and the amount of IFC funding countries receive118. Two of the five dimensions 

examined have no statistically significant bearing on the IFC’s investment portfolio—

                                                           
118 Columns 2 and 4 present the results for the full model reported in Table 1d in the appendix. Columns 2a 

and 4a show the results for an alternative model specification which removes the seven largest recipients of 

aid (reported in Table 2d in the appendix).  
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corruption and political stability have no discernable impact on why some countries 

receive more aid than others. In contrast with the Bank’s emphasis on good governance, 

the data shows that borrowers with better records on promoting and maintaining the rule 

of law, somewhat surprisingly, receive less funding. As Figure 5.10 illustrates, the vast 

majority of the IFC’s clients have poor or very poor track records on promoting and 

maintaining the rule of law. Most IFC investment is channeled toward those with 

moderately poor records (between -1 and 0). Contrary, to the stated goal of the Bank’s 

good governance agenda, those with the best records for maintaining the rule of law are 

found to receive the least amount of aid. On average, a one-point increase in perceptions 

of the rule of law (measured on a scale from -3 through 3) corresponds with an average 

reduction in aid worth approximately $25 million per year119.  

Figure 5.10:  The Relationship Between Rule of Law and IFC Lending  

 

 

                                                           
119 This finding appears sensitive to outliers, but holds in alternative specifications which employ a log 

measure of aid and a two-stage regression model (see Tables 2d and 4d in the appendix).  
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The aggregate behavior of the rule of law shows that along certain dimensions of 

governance, the IFC is out of step with the Bank’s explicit lending criteria. On the other 

hand, the behavior of regulatory quality, and to a lesser extent regime type, conform to 

expectations and show that borrowers with better regulatory environments and 

democracies tend to receive increased levels of financial support from the IFC. Figure 

5.11 shows the positive relationship between select dimensions of institutional quality 

and IFC lending. On the left-hand side of Figure 5.11, we see that the vast majority of 

IFC investment is concentrated in the hands of those with moderate quality regulatory 

standards (near 0). We can also see that the relationship between regulatory quality and 

IFC lending is somewhat non-linear. As progress from very poor (-2) to moderate 

regulatory standards (0) is linked with increases in development aid, but further progress 

from moderate to high-quality standards (2) is surprisingly matched with the receipt of 

less aid. On average, the results from Table 5.9 indicate that a one-point improvement in 

perceptions of regulatory quality, lead to an average increase in IFC funding equal to 

roughly $45-50 million per year—until one passes the .5 threshold, beyond which further 

improvement yields no increase in IFC support120.  

 

 

 

 

 

 

                                                           
120 The positive coefficient for regulatory quality is highly robust across alternative specifications (refer to 

Table 4d in the appendix).  
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Figure 5.11: The Impact of Regulatory Standards and Regime Type on IFC Lending.   

 

 

 In addition to the support for hypothesis 9 provided by the behavior of regulatory 

quality, we also see evidence that democratic countries are awarded more aid on average 

than authoritarian borrowers. As the right-hand side of Figure 5.11 demonstrates, most of 

the IFC’s clients are somewhat democratic. Further, we can see that democratic countries 

have tended to receive greater amounts of cumulative funding. According to the data, in 

any given year, a moderately democratic country (5) can expect to receive roughly $12-

17 million more in IFC investment than a moderately authoritarian country (-5)121.  

 In sum, a country’s governance profile is found to have some bearing on the 

amount of development aid it receives from the IFC. Democracies and those with 

moderately high-quality regulatory environments receive more funding than authoritarian 

countries with poor regulatory standards. Overall, however, the IFC’s record on lending 

in accordance with the Bank’s governance and anticorruption agenda (GAC) is weak. 

Levels of corruption and political stability have no discernable impact; while those with 

better adherence to the rule of law surprisingly receive less financial support. Further, 

                                                           
121 This finding holds once outliers are removed, but it is not consistent across additional specifications.  
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analysis of the explained variance in the IFC’s investment portfolio shows that 

governance characteristics account for only about 1% of the IFC’s lending behavior. This 

low level of explained variance indicates that governance attributes have only a marginal 

impact on the IFC’s overall decision-making process. Further, it shows that the IFC’s 

staff have failed to effectively implement the Bank’s GAC strategy.  

Analysis of Explained Variance 

 Before moving on to the conclusion, we will take a moment to evaluate how the 

different classes of explanatory influence relative to one another, and how they vary 

across the different agencies of the WBG. Figure 5.12 presents the distribution of 

explained variance associated with each of the three main categories of influence. Here 

we can see that the variables designed to measure donor influence account for roughly 

15% of the variation in the IFC’s investment portfolio.  The relatively small proportion of 

explained variance associated with measures of donor influence indicates that 

international politics has a much more limited impact on the IFC than the foreign aid 

literature implies. As this and previous chapters have shown, there is strong evidence that 

donor-borrower relations are positively correlated with World Bank lending decisions. 

This positive relationship suggests that donors systematically intervene in the Bank’s 

funding decisions to shape aid allocation patterns in ways that support their foreign 

policy objectives; however, analysis of the explained variance shows that such 

interventions are relatively limited. On the whole, it seems that donor-related political 

lending is a relatively marginal phenomenon. Of course, idealists may counter that 15% 

of aid being politicized is far too much, but it is certainly less than one would expect 

reading the foreign aid literature.  
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Figure 5.12: Distribution of Explained Variance 

Comparing the r-squared statistic across model specifications which stagger the inclusion of each set of 

explanatory variables allows us to gauge the proportion of explained variance associated with each class 

of influence.  

 

 Despite the mixed influence of need-based indicators, we can see that borrowers’ 

economic attributes make up the largest single class of explanatory influence.  Unlike 

international politics and economic attributes, borrowers’ governance characteristics have 

an incredibly small impact the IFC’s overall funding decisions. Earlier we noted that 

democracies and those with moderate quality regulatory standards tend to receive more 

aid than their peers. As it turns out, such considerations play only a minor role in 

allocation decisions.  

 Overall it seems that the IFC behaves much more like the IBRD than the IDA. 

Economic attributes play a greater role at the IBRD and IFC, while international politics 

and good governance are more influential at the IDA—differences which are likely tied 

to variation in the funding structures of these agencies.  The IFC, like the IBRD, derives 

most of its operational budget from a combination of financing (backed by donor 

guarantees), repayment on existing loans, and returns from its various investments.  As 

such, donor states have somewhat less direct leverage over the IFC. It seems that this 

reduced leverage translates into increased autonomy for the IFC. Recall from our 
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discussion in previous chapters that the inclusion of country-level fixed effects allows us 

to isolate unexplained variation that is specifically located at the international level. As 

Figure 5.12 indicates roughly 30-40% of the variation in the IFC’s investment decisions 

is associated with, as of yet, unidentified factors which operate at the international level. 

Given insights from a vast literature on the internal workings of the World Bank, it is 

likely that such unexplained variance is, at least in part, due to internal Bank dynamics, 

such as bureaucratic politics, institutional norms, and staff preferences (Miller-Adams 

1999 and Chwieroth 2008). For as Woods (2006) rightly points out, in addition to being 

beholden to powerful donors-states and borrower countries, the Bank’s staff is also an 

important constituency. Despite confirmation of the donor influence at the IFC, the data 

is consistent with significant levels of Bank autonomy. 

 

 (5.3) Conclusion 

 This chapter has sought to identify and explain the sources of variation in the 

lending behavior of the World Bank’s private sector lending division, the International 

Finance Corporation (IFC). Focusing on the period between 1995 through 2010 we have 

seen that the IFC has awarded just over $70 billion worth of investment to businesses 

throughout the development world. The majority of the IFC’s clients are located in Latin 

America and Europe, with the two regions receiving more than half of all IFC investment 

(57%). Of the one hundred and twenty-four different countries to receive IFC assistance, 

the typical borrower received $140 million in development aid through ten different 

investment projects. However, as we have seen in the previous chapters, the IFC like its 
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peers, has a two-tiered system of aid, in which a small handful of large relatively affluent 

economies receive the majority of development aid. Among the largest recipients of aid, 

the average country received closer to $3.7 billion in financial supported awarded 

through over one hundred different projects. The IFC’s largest beneficiaries are some the 

developing world’s star economic performers; in fact, the top four largest recipients of 

the aid are the BRIC countries of Brazil, Russia, India, and China. To some extent, the 

concentration of aid into the hands of such countries makes sense, given both their size 

and their notoriety as emerging economies. The IFC’s requirement to lend to private 

industry necessitates creating partnerships on the ground in developing countries, a feat 

which is easier to accomplish in large economies which attract significant levels of 

foreign investment.  

 Despite their relative affluence, it is not surprising that large countries receive so 

much aid from the IFC. What is surprising, however,  is that countries with similar basic 

development profiles often have very different experiences borrowing from the Bank’s 

private sector lending division. At the IFC, we find numerous examples in which 

countries with comparable levels of need for development aid receive strikingly divergent 

amounts for financial assistance.  In order to explain such seemingly anomalous lending 

behavior, we have focused on three sets of causal influence, two related to the World 

Bank’s own lending criteria and one stemming from popular explanations in the foreign 

aid literature. Examining the influence of donor-related political pressure, economic 

indicators of need, and borrowers’ governance attributes, we have seen that the IFC’s 

decision-making process is subject to multiple complementary influences. 
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 Table 5.10 summarizes the results presented throughout this chapter relative to the 

expectations outlined in chapter 2. The main finding of this chapter is that development 

aid appears subject to international political pressure from multiple donor-states. The 

assertion that development aid is subject to the politicization of powerful donors is 

somewhat unsurprising, given that critics and analysts alike have stressed the influence of 

the United States over World Bank funding decisions for some time (Gwin 1997, Woods 

2006, Fleck and Kilby 2006, and Andresen et al. 2006).  What is surprising, however, is 

that the United State is not alone in its ability to exert influence over World Bank 

investment decisions. Expanding the notion of international politics to include the impact 

of the Bank’s top five donors, we find evidence which suggests that donors such as the 

United Kingdom and to a lesser extent Japan and France are also able to exert influence 

over the Bank.  

Table 5.10: Summary of Results 

Hypothesis Supported Expectation 

𝐻1 Yes Donor-borrower Trade is positively correlated with the value of aid.  

𝐻2 Yes Donor-borrower bilateral aid flows are positively correlated with the value of aid. 

𝐻3 Yes Donor-borrower political affinity is positively correlated with the value of aid.  

𝐻4 Mixed Military allies of the top donors receive increased levels of aid.  

𝐻5 Mixed Proximity to conflict is positively correlated with the value of aid.  

𝐻6 No Access to alternative sources of capital is negatively correlated with the value of aid.  

𝐻7 Mixed Wealth and economic productivity are negatively correlated with the value of aid.  

𝐻8 No  Physical health metrics are negatively correlated with the value of aid.  

𝐻9 Mixed The quality of government institutions is positively correlated with the value of aid.  

 

 The evidence provided throughout this chapter confirms hypotheses (1-5) and 

strongly supports the assertion that the IFC’s investment decisions are influenced by 

political factors. Borrowers with closer economic, political, and geostrategic ties with 

select donors are found to receive greater volumes of development assistance than their 
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less well-connected peers. Across several different measures of donor-borrower relations, 

we find that those with closer ties to the United States, United Kingdom, and to a lesser 

extent Japan and France tend to receive more aid than their peers. Borrowers which trade 

more with the US, UK, and France receive more aid per year on average than those with 

weaker economic ties to powerful donors. Similarly, countries with closer foreign policy 

ties to important donors are also found to receive elevated levels of development aid; as 

indicated by the positive correlation between bilateral aid flows and IFC investment. 

Developing countries that capture a greater share of US, UK, Japanese aid also tend to 

receive high levels of IFC funding.  

 The positive link between connections with powerful donors and IFC funding 

carries over into other aspects of donor-borrower relations as well. For example, those 

with closer political alignment to the United Kingdom, as indicated by vote similarity at 

the UNGA, are found to receive greater financial support for the IFC. Finally, the data 

show that formal military allies of the West and those in close proximity to conflicts 

involving the West also tend to receive increased levels of IFC funding. Taken together 

this evidence strongly implies that Western donor states intervene in the aid allocation 

process to steer funding toward their friends, allies, and countries of strategic importance 

to their foreign policies.  

 In addition to political influences, this chapter has also examined the role of need 

among borrowers. As we have seen borrowers’ development attributes play an important, 

albeit surprising, role in shaping the IFC’s funding decisions. The evidence supports only 

one of the three hypotheses related to need among borrowers (hypotheses 6-8). In 

keeping with the Bank’s image as a need-based organization, we find that large countries 
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with slow rates of economic growth tend to receive more IFC financing than smaller 

countries with high growth. In contrast to expectations, however, those with higher per 

capita incomes and greater access to foreign investment receive more IFC funding. The 

finding for FDI, although in conflict with strict need-based arguments, makes sense given 

the IFCs requirement to lend directly to the private sector. The finding regarding income 

is very surprising however and stands in sharp contrast with the Bank’s image as a need-

based organization. The remaining economic attributes have no consistent impact on IFC 

lending decisions. Overall, the IFC behaves like its peers, in that it has a mixed record on 

need-based lending.  

 The IFC’s spotty record on need-based lending is mirrored when it comes to 

lending to promote institutional development.  Despite the Bank’s rhetoric about good 

governance and anticorruption, the IFC is found to pay little attention to borrower’s 

governance attributes when awarding development funding. The evidence shows that 

overall, democracy and regulatory standards are positively correlated with IFC 

investment, but that such factors have only a marginal impact on the totality of the IFC’s 

investment portfolio. Further, most of the measures of institutional quality examined fail 

to operate as expected. In fact, the data show that contrary to expectations, countries with 

better rule of law actually receive less IFC support. Although the IFC has made some 

strides in implementing the Bank’s GAC strategy, on the whole, it remains out of sync 

with the Bank’s stated policy regarding institutional quality.  

 Despite the IFC’s unique mandate and expanded set of aid modalities, it largely 

behaves similarly to its sister agencies the IBRD and IDA. At the broadest level, it 

concentrates the majority of its aid into the hands of a smaller number large emerging 
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economies. Like its peers, it gives only partial consideration to need and institutional 

quality when allocating investment funds. Similarly, like its peers, the IFC appears 

subject to political pressures from powerful donor-states. When lending decisions deviate 

from need-based expectations, they frequently appear tied to international politics. In 

situations in which countries share similar baseline levels of need but are awarded 

dramatically different levels of financial assistance, the larger recipient tends to have 

much closer economic, political, and geostrategic ties to the Bank’s most powerful 

donors—countries like the United States, the United Kingdom, France, and Japan.  

 Comparing inter-agency variations, we see that the IFC’s behavior more closely 

resembles the IBRD than the IDA. All three agencies exhibit significant levels of 

autonomy vis-à-vis donor-states, despite the confirmation of political influence; however, 

the IDA appears slightly more susceptible to the donor pressure than its peers. At the 

IFC, the roles of both donor influence and good governance promotion are reduced 

compared to the IDA.  At the IDA, international politics and good governance accounted 

roughly 25% and 6% of the explained variance respectively. In contrast, at the IFC such 

factors makeup only 15% and 1% respectively. The decrease in donor influence at the 

IFC, corresponds with seemingly greater independence for the Bank’s private sector 

lending arm, as the unexplained variance in the model increases from 25-30% at the IDA 

to 30-40%122. Given that the proportion of explained variance associated with politics and 

institutional quality vary together across the different agencies of the WBG, it seems safe 

to conclude that Bank’s GAC strategy is favored more by donors than it is by the Bank’s 

                                                           
122 Recall that the use of country-level fixed effects allows us to isolate the unexplained variance at the 

international level, where a great deal of the remaining influence takes places within the Bank itself.  
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rank-and-file staff. It would seem that institutional quality has greater salience to funding 

decisions when donors have increased leverage over the Bank.  

 Overall, we have seen that large, economically productive, and politically well-

connected countries receive more development aid from the IFC than their peers. Further, 

when countries with similar levels of need receive divergent funding levels, it appears 

due to their political connections with powerful donors. Despite the evidence confirming 

the politicization of development aid, such external pressures are largely a marginal 

affair. On the whole, the IFC enjoys significant levels of independence from its top 

donors.   
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CHAPTER 6  

THE PROVISION OF POLITICAL RISK INSURANCE: 

UNDERSTANDING MIGA’S AID ALLOCATION DECISIONS  

 

Introduction  

 This chapter focuses on the private insurance division of the World Bank, the 

Multilateral Investment Guarantee Agency (MIGA). The youngest agency of the World 

Bank Group (WBG), MIGA is also the most unique of the Bank’s development arms. 

Founded in 1988, MIGA is tasked with promoting economic development by facilitating 

the flow of foreign direct investment (FDI) to developing countries. Unlike the IBRD, 

IDA, and IFC which provide borrowers with direct access to capital, MIGA works to 

attract private investment to developing countries, by, providing various forms of non-

commercial investment insurance to private investors which seek to do business in the 

developing world. MIGA investment guarantees protect investors from commercial 

losses due to political factors such as, war, civil unrest, currency inconvertibility, and 

government expropriation of foreign assets or breaches of contract. In the event that an 

investment fails due to domestic political circumstance, MIGA insurance shields 

investors from a portion of the losses. In this way, MIGA guarantees mitigate a portion of 

the costs associated with doing business in areas deemed too risky for conventional 

investment.   

  



 227 

 

 In addition to stimulating private investment rather than providing capital directly, 

MIGA also differs from its sister agencies in that it is legally and financially independent 

of the broader World Bank. While still under the control of World Bank member states, 

the vast majority of MIGA’s funding is self-generated through fees and premium 

payments—paid by the private holders of the insurance guarantees. The legal and 

financial independence of MIGA creates stopgaps in the institutional structure of the 

Bank which, as we will see, shield the agency from a large portion, but not all, of the 

political influences which impact its peers.  

 As in the previously explored cases, the goal of this chapter is to determine how 

MIGA has awarded its development aid and why. Specifically, why do some countries 

receive more aid than others? Of particular interest, is the issue of whether MIGA 

assistance is subject to the political meddling of the Bank’s most powerful donors. To 

illustrate these questions, consider the experiences of two countries in their dealings with 

MIGA—Croatia and Slovakia. These countries share very similar average economic 

attributes but have had vastly different experiences with MIGA. Both countries are 

located in Eastern Europe and both came into being in the aftermath of the dissolution of 

the Soviet Union—though Slovakia’s independence was achieved under far more 

peaceful conditions than Croatia. During the 1990s and early 2000s, Croatia and Slovakia 

had similarly sized average populations, levels of economic productivity, and affluence. 

The two also shared comparable average levels of political stability. Yet, despite their 

similarities, Croatia was the recipient of MIGA guarantees that were cumulatively worth 
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over ten times more than Slovakia123. During the period between 1990 and 2011 Slovakia 

received investment guarantees worth $96.3 million; in contrast, Croatia was awarded 

$983 million in insurance guarantees. The goal of this chapter is to explain such 

divergent experiences.  

 According to the dominant explanation in the literature, such unexplained 

variations are likely the result of international politics. Traditional explanations of the 

Bank’s behavior focus on the role of politics, arguing that the Bank is largely a vehicle to 

promote the foreign policy agenda of its principle donor—the United States (Andersen et 

al. 2006, Fleck and Kilby 2006, and Woods 2006). As Robert Wade has described it, the 

Bank is “…a source of funds to be offered to US friends or denied US enemies” (Wade 

2002, p. 203).  

While there are compelling reasons, both theoretical and empirically, to believe 

that the Bank’s funding decisions are in part guided by US foreign policy preferences, 

many important questions remain. For example, how influential is US pressure over the 

Bank? Does this influence vary across the different agencies of the WBG? Most 

importantly, is the US alone in its influence over the Bank, or are the Bank’s other top 

donors similarly able to guide the flow of development aid. Several studies which grew 

out of the insights from principal-agent analysis have shown that along several 

dimensions of Bank activity, the presence of multiple, potentially competing donors, can 

                                                           
123 Some may object to the comparison of Croatia and Slovakia given the politically turbulent and violent 

nature of Croatia’s founding compared to Slovakia’s largely peaceful transition to independence. Yet, while 

the independence histories of these two countries may vary, such variations seem unrelated to their 

experience with MIGA. On average during the period under study the two countries had similar measures 

of political stability. According to the World Bank’s World Governance Indictor on political stability, 

Croatia’s average was .42, compared to Slovakia’s .87. Further, all of Croatia’s investment guarantees were 

received after 2000—well after its war for independence.  
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actually lead to decreased donor control over the Bank (Nielson and Tierney 2003, 

Nielson et al. 2006, and Weaver 2008)124. In light of such studies, we must ask, are the 

Bank’s other lending donors also able to influence how the World Bank allocates 

development aid? If so, what impact does it have on funding decisions? Do competing 

donor pressures lead to increased Bank autonomy or do convergent donor pressures result 

in greater politicization of development aid? 

 As in the previous chapters, we will utilize regression analysis to examine the 

influence of international politics while controlling for the independent impact of 

countries’ economic and governance attributes.  Given several unique characteristics of 

the MIGA case, the analysis presented in this chapter differs from that of the previous 

chapters in several ways. A combination of MIGA’s relative youth and the unique nature 

of its development aid necessitates the use of a two-stage regression model to replace the 

single stage model utilized in earlier chapters. Additionally, given problems stemming 

from MIGA’s youth and data availability constraints, the analysis in this chapter is 

limited to the period between 1996 through 2011 and is therefore only conducted on a 

single sample of countries. Lastly, and most importantly, in order to maximize the 

analytical leverage of the model, a reduced number of explanatory variables is employed 

to measure international politics. An additive index of donor-borrower relations is 

developed to reduce the number of explanatory variables, while still capturing the full 

spectrum of international politics.  

                                                           
124 For more on Principle-Agent analysis refer to Hawkins et al. 2006.  
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 Despite MIGA’s many unique attributes, the agency largely behaves similar to its 

sister institutions. Like its peers, MIGA demonstrates a tendency to concentrate its 

development resources into a relatively small handful of countries. In addition to 

allocating its financial resources in a similar fashion as its peers, MIGA’s investment 

decisions also seem to be guided by the same basic influences as the other agencies of the 

WBG—though seemingly to a much lesser extent. As in the previous cases, the evidence 

provided in this chapter supports the use of a multi-donor model of political influence. 

Countries with closer ties to the United Kingdom, and Japan are found to benefit from 

increased levels of MIGA assistance. Those with close economic and politic connections 

to the UK are found to be more likely to receive MIGA assistance, while those with close 

ties to Japan are shown to receive greater amounts of MIGA aid. In contrast, surprisingly, 

similar connections with United States are found to reduce the likelihood of receiving aid 

in the first place and appear to result in lower average volumes of aid among those that 

do receive MIGA assistance. On the whole, the evidence presented in this chapter shows 

that MIGA is subject to the political influence of the Bank’s largest donors, but not in 

ways that conform to traditional explanations. Rather than being dominated by US 

political pressure, MIGA appears to be influenced more by donor such as the UK and 

Japan. However, while the data shows that relations with select donors are positively 

correlated with aid outcomes; overall, political influence at MIGA is greatly constrained 

relative to the other agencies of the WBG. It would seem that MIGA’s unique funding 

structure affords the agency considerably more independence from donors than its sister 

agencies.  
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 Additional the data also reveal that, like its peers, MIGA’s track record on need-

based lending is mixed and generally poor. The largest recipients of MIGA aid tend to be 

large, economically productive, and somewhat affluent countries. On average, across the 

whole of MIGA’s investment portfolio there is some evidence that need informs 

investment decisions, but not to the extent predicted by need-based arguments. Per capita 

income and GDP growth are negatively correlated with the probability of receiving 

MIGA assistance. However, on select dimensions of need, less needy countries are 

surprisingly found to receive more aid than their peers. For example, while income has a 

negative influence on the likelihood of receiving aid, it has a positive impact the annual 

amount of aid countries receive.  

 Similarly, the evidence for the influence of governance attributes is mixed. Select 

dimensions of a country’s governance profile are positively correlated with MIGA aid, 

but others are shown to have a negative influence. Unsurprisingly, we find that politically 

stable countries with high-quality regulatory environments are more likely to receive aid. 

While such findings imply that MIGA has embraced the Bank’s rhetorical turn toward 

good governance, the behavior of variables which capture the influence of corruption and 

the rule of law, show that the MIGA still fails to reward countries for combating 

corruption and establishing effective rule of law. 

 The remainder of this chapter is organized as follows. Section 6.1 provides 

summary statistics on MIGA’s investment activities during the period between 1990 

through 2011. In addition to describing the basic contours of MIGA’s investment 

behavior, this section also outlines several of the prominent features of MIGA’s 

investment portfolio and fleshes out the relevant variations of interest.  Section 6.2 
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discusses the unique methodological challenges posed by MIGA’s lending activities and 

the changes made to the existing research design in order to address those challenges. 

Section 6.3 provides answers to the questions posed in section 6.1 and presents the results 

from regression analysis of the influence of international politics, economic attributes, 

and governance characteristics. Lastly, section 6.4 summarizes the basic findings of this 

chapter and elaborates on their significance for the understanding of the politics of 

development aid.  

(6.1) How Does MIGA Award Development Aid?  

 The Multilateral Investment Guarantee Agency (MIGA) is the youngest of the 

World Bank’s lending divisions.  Given its relative youth, MIGA has not engaged in the 

same volume of lending as its more mature peers. Between 1990 and 2011, MIGA 

provided just over six hundred insurance guarantees to private companies seeking to 

establish or expand their presence in the developing world125. In comparison, the World 

Bank’s more established agencies funded thousands of investments during the same 

period. For example, the International Development Agency (IDA) provided nearly four 

thousand loans or grants during the same period. Given a combination of the nature of the 

agency’s aid and its relative youth, MIGA has provided the least amount of developing 

assistance of all the World Bank Group’s (WBG) lending arms. During the first two 

decades of its operation MIGA awarded investment guarantees worth $22.6 billion 

cumulatively, to just over one-hundred different countries around the world—mostly 

                                                           
125 MIGA provided insurance guarantees for 668 different investments.  
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concentrated in Europe and Latin America126. To put this in perspective, the IBRD 

awarded $381 billion in aid during the same period.  

 Despite its relative youth, MIGA displays the same basic tendencies as its more 

established sister agencies.  Like its peers, MIGA tends to concentrate its development 

efforts into a small number of large and relatively affluent recipients. Of the roughly one 

hundred countries to receive investment guarantees, the top ten recipients captured 48% 

of the agency’s total aid (refer to Figure 6.1 for details). Overall, the typical MIGA client 

received only four investment guarantees worth a cumulative value of $81.2 million 

during the first two decades of the agency’s operation. In contrast, among MIGA’s top 

ten clients the average total value of aid received was closer to $1 billion allocated over 

twenty different projects.  

Figure 6.1: Distribution of MIGA beneficiaries and the Share of Aid Received.  

 

 

 

As with the other agencies of the WBG, the skewed allocation of development aid 

is consistent across multiple levels of social aggregation. Not only do a few countries 

dominate MIGA’s overall all investment portfolio, but similarly, particular regions seem 

                                                           
126 MIGA awarded investment guarantees to 101 different countries during the study period.  
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to have preferential status. Table 6.1 presents the distribution of MIGA aid across the 

Bank’s six regional divisions. Just like the IFC, here we see that countries in Europe and 

Central Asia (ECA) and Latin American and the Caribbean (LAC) have collectively 

received two-thirds of all MIGA aid.  MIGA’s clients in ECA alone have received nearly 

half of the agency’s total investments (41%). This regional allocation pattern suggests 

that MIGA is not especially concerned with need among its clients, as the poorest regions 

(Sub-Sharan Africa and South Asia) collectively received less than 20% of the agency’s 

total resources (see Table 6.1 for details). The Bank’s tendency to concentrate its 

development efforts into a small number of recipients is also manifest within regions 

themselves.  Just as with the other agencies of the WBG, in most regions, two or three 

prominent countries receive the majority of MIGA aid. For example, in Latin America, of 

the twenty different countries to receive investment guarantees, Brazil, Argentina, and 

Peru captured 52% of the region’s total allocation. Similarly, in Europe, Russia, Ukraine, 

and Turkey received 47% of the region’s total aid. 

Table 6.1: Regional Ranking of Aid Received and Average Income (1990-2011) 

Rank 

 

Region 

 

Value of Aid 
(Millions USD) 

 

Percentage of 

Total Lending 

 

Average 

Income 

 

1 Europe and Central Asia 9,347 41% $3,574 

2 
Latin America and the 

Caribbean 
6,520 29% $3,662 

3 Sub-Sharan Africa 3,614 16% $910 

4 East Asia and the Pacific 1,984 9% $1,515 

5 South Asia 728 3% $571 

6 
Middle East and North 

Africa 
497 2% $6,546 

Average income is based on those countries which received MIGA aid, not all countries in the region. Aid 

data is from the World Bank’s Projects Database, while development characteristics are taken from the 

Bank’s World Development Indicators Series. 
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Figure 6.2 identifies MIGA’s top ten largest beneficiaries by plotting the 

distribution of the number of investment guarantees awarded by their cumulative value. 

The experiences among the top ten vary somewhat, but all received over $500 million in 

cumulative aid, with the top four having received over $1 billion each.  Russia, Brazil, 

Ukraine, Turkey, and Croatia are the top five largest recipients of MGA aid. Followed by 

Argentina, Serbia, Indonesia, Peru, and Kazakhstan127. As Figure 6.2 illustrates, Russia 

and Brazil are in a league of their own, each having received over forty or more 

guarantees worth approximately $2 billion cumulatively.  

Figure 6.2: Identification of MIGA’s Top Aid Recipients   

 

As in the previous cases, the skewed nature of MIGA aid is the most immediately 

identifiable feature of the agency’s investment portfolio; however, this pattern is not the 

primary concern of this study. Rather, this study is concerned with explaining why those 

                                                           
127 China is in a close 11th place having just missed the top ten cut off, at $527 million in aid awarded 

through 38 different investments.  
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with similar development attributes often have very different experiences with the World 

Bank. As Figure 6.3 illustrates, countries with comparable basic development attributes 

often receive very different amounts of aid. Consider for example the experiences of  

Argentina and Poland. The two have nearly identical basic development profiles, yet 

Argentina received over six times more aid than Poland. Both countries had average 

populations between 30-40 million people, with economies worth roughly $200-$270 

billion dollars, and per capita incomes around $6,000 per person. Despite these 

similarities, Argentina was the 6th largest recipient of MIGA aid, having received 

approximately $900 million in investment guarantees, while Poland was ranked 38th, with 

only $150 million in aid. 

Figure 6.3: The Relationship Between Development Attributes and MIGA Investment  

 
Here we can see that at any given point along the x-axis there is considerable variation in the amount of 

aid countries receive.  

 

 Some may argue that comparing Argentina and Poland is problematic given 

differences in the development experiences of Latin America and Europe or because such 

countries are relatively affluent and therefore unrepresentative. However, as Figure 6.3 

demonstrates, the same pattern persists among countries in the same geographic region, 

and among the world’s most impoverished nations. Recall the earlier example of 
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Slovakia and Croatia, both are Eastern European countries with comparable basic 

development attributes, yet Croatia received over ten times more aid than Slovakia128. 

Again, despite their similarities, Croatia was a top aid recipient, ranking 5th among 

MIGA’s clients, having received $983 million in investment guarantees, compared to 

Slovakia’s 45th place ranking at $96 million in aid. We see the same pattern among 

MIGA’s poorest clients as well. For example, Pakistan and Bangladesh are of similar size 

and economic productivity, yet Pakistan received $418 million in investment guarantees 

while Bangladesh only received $168 million129.  

 In sum, we have seen that MIGA has provided investment insurance for business 

ventures in over one-hundred different countries worth approximately $22.6 billion 

dollars. As the most recent addition to the WBG, MIGA has provided far less 

development assistance than its more well-established peers. Like the other agencies of 

the WBG however, MIGA demonstrates a tendency to concentrate its development 

efforts into a relatively small handful of privileged recipients. Over two-thirds of all 

MIGA investments have gone to countries in Europe and Latin America—a fact which 

contradicts need-based expectations as these regions are more affluent than the others. 

Further, nearly half of all MIGA aid has gone to just ten countries, with the agency’s top 

ten recipients having captured 48% of all aid.  

As in the previously examined cases, the main variation of interest centers on the 

anomalous experiences of countries with similar development profiles. Throughout 

                                                           
128 Both countries are relatively small with average populations between 4.4-5.3 million people and 

economies worth between roughly $40-$55 billion on average. 
129 Both countries had average populations of between roughly 130-140 million, economies worth $50-90 

billion, and per incomes between $400-600.  
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MIGA’s investment portfolio there are many instances in which countries with similar 

economic attributes receive strikingly divergent levels of aid. The comparative 

experiences of countries like Argentina and Poland, Croatia and Slovakia, or Pakistan and 

Bangladesh highlight these unexplained variations. Variations which lead us back to the 

original questions which motivate this research project. Why do some countries receive 

more development aid others? And what is the extent of international politics on such 

funding decisions? Before we can explore the answers to these questions, a brief review 

of the methodology employed in this chapter is necessary, as MIGA’s aid modality and 

lending behavior are different from its peers—necessitating an alternative set of 

quantitative measures and methods.  

 

(6.2) Updated Methodology and Design  

 In the previous chapters, the various influences on the World Bank’s lending 

practices were evaluated primarily using a basic version of OLS linear regression analysis 

on samples of panel data, with several alternative model specifications designed to serve 

as robustness checks130. In this framework, aggregate patterns in the Bank’s lending 

behavior were compared against trends in borrower’s relations with the Bank’s top 

donors, economic attributes, and governance characteristics, to assess the extent, if any, 

of the relationship between these factors and the Bank’s lending habits. In the MIGA 

case, the same basic logic applies; however, a series of unique patterns in the agency’s 

                                                           
130 These robustness checks include models which account for the influence of outliers and temporal 

variation, in addition to models which utilize alternative measures of the dependent variable (per capita and 

log measures of aid).  
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lending behavior combine with certain methodological pressures to necessitate the use of 

a slightly different research design. The MIGA case design differs, in that a two-stage 

selection model is employed in place of the traditional regression model, only a single 

sample of countries is analyzed, and additive indices of donor influence are introduced to 

reduce the number of explanatory variables related to international politics. Conceptually 

these changes represent only superficial modifications to the logic of the test employed in 

previous chapters.  

As mentioned earlier MIGA is the newest addition to the World Bank’s 

institutional structure; as such, it has not had sufficient time to build the type of robust 

client base that the Bank’s other agencies possess. Much of the MIGA’s early work 

centered on establishing the agency’s presence within the broader development 

community and advertising its specific set of services—the provision of investment 

insurance against political risk. Establishing a new development institution takes time, as 

evidenced by the fact that when MIGA was first established in 1988 it had relatively few 

members. In 1990, at the beginning of the study period MIGA had only sixty-four 

members, but by the end of the study period in 2011 its membership had more than 

doubled to one-hundred and forty. Given the time required to develop its client base, 

MIGA has engaged in a smaller volume of development work than its peers. The reduced 

volume of MIGA aid is also influenced by the type of development assistance the agency 

provides. Investment insurance is different than providing governments or private 

businesses with loans. The market for political risk insurance is much smaller than that 

for investment capital. Given the combination of a reduced market for MIGA’s specific 

type of development aid and the fact that it is a relatively new institution, it has produced 
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a much smaller number of investments to analyze. To illustrate this points, consider the 

differences between the IDA and MIGA’s investment portfolios. Between 1990 and 

2011, the IDA awarded nearly four thousand loans and grants, in comparison MIGA 

issued less than seven-hundred insurance guarantees131.  

The reduced volume of MIGA aid creates a methodological dilemma for linear 

regression analysis using panel data. Given that the sample covers the same number of 

years as in the previous cases, but with a decreased frequency of events, the model 

encounters the problem of zero-point clustering. Zero-point clustering occurs when there 

is a large proportion of observation on the dependent variable for which no event 

occurred—in this case when countries do not receive development aid in a specific year 

(Belotti et al. 2015). If the concentration of zeros (non-events) is severe enough it can 

bias the coefficients produced by regression analysis, in effect masking the true 

relationship between the response and explanatory variables. Additionally, the severity of 

zero-point clustering also impacts the standard errors associated with each estimate, 

increasing the average amount of error—in effect undermining the generalizability of the 

results.   

To address the problems associated with zero-point clustering, the analysis in this 

chapter will adopt a two-stage model, similar to the common Heckman section model, in 

which the first stage estimates the probability of receiving MIGA aid, while the second 

estimates the value of aid received for only those observations in which aid was awarded 

(Heckman 1979). This approach effectively breaks the data into two separate samples, 

                                                           
131 The IDA awarded 3,816 loans and grants, while MIGA provided just 688 guarantees.  
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allowing us to accurately assess the influence of the explanatory variables without the 

distorting effects of all of the zeros (non-events) in MIGA’s investment portfolio.  

To illustrate the problem of zero-point clustering consider Figure 6.4, which 

shows the relationship between countries’ population and the amount of MIGA aid they 

receive. On the left-hand side, we see that population generally has a weak positive 

relationship with the amount of aid MIGA awards, in which more populous countries 

tend to receive larger volumes of assistance. Note the large concentration of observations 

distributed across the bottom of the x-axis—indicating years in which a particular country 

received no MIGA aid. The high proportion of such zero observations (non-events) in 

MIGA’s investment portfolio biases the coefficients in a traditional linear regression 

model, resulting in conservative estimates which underestimate the true effect of 

population on the value of aid countries receive132.  On the right-hand side, we see how 

average population levels relate to the total amount of aid clients receive without the 

obscuring effect of all the zeros. Utilizing a two-stage model effectively allows us to 

focus on just the instances in which countries receive aid (right-hand side), thus clarifying 

the nature of the causal relationship and developing more accurate coefficients.  

 

 

 

 

 

 

                                                           
132 Additionally, the high proportion of non-events also results in increased standard error, creating a more 

difficult threshold to achieve in order to generalize any findings.  
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Figure 6.4: Zero-point Clustering and Population’s Relationship with MIGA Aid 

 
The image on the left-hand side displays the panel data used in the two-stage model. Here we can see that a 

basic linear model would dramatically underestimate population’s impact on MIGA aid given the presence 

of numerous zeros along the x-axis. On the right-hand side, we see cross-sectional data for an aggregated 

sample, in which time is collapsed and population’s effect is averaged while the value of aid is summed 

together—eliminating the zero observations on the dependent variable. 

 

 In addition to altering the model to account for the effect of zero-point clustering, 

the analysis presented in section 6.3 focuses on a slightly different time period than in the 

previous cases. Recall that in the earlier chapters we examined the effect of political 

relationships, economic attributes, and governance characteristics, on two separate 

samples of countries, one beginning in 1990 and another beginning in 1996. The 

inclusion of two samples in the previous analyses served as a robustness check on the 

findings; however, given MIGA’s relative youth, analysis of the agency’s lending 

practices beginning in 1990 would offer little insight. Of the roughly one-hundred 

countries to borrow from MIGA, only thirty or so participated during MIGA’s earliest 

years in operation, dramatically reducing the potential sample size for the period 

beginning in 1990—as those that joined later would be would dropped from a panel 

analysis133. Given the relatively small universe of cases beginning in 1990, the data on 

                                                           
133 In order to analyze patterns across both time and space simultaneously (panel analysis), the data needs to 

cover the same time period for all observations. Any observations without consistent temporal coverage 

would be omitted from a panel analysis—in effect countries which joined later would be omitted. 
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this period yields inconclusive results which are not reported here. Instead, section 6.3 

will focus on the time period starting in 1996134. This allows us to assess the impact of 

the explanatory variables across the vast majority of countries that interacted with MIGA, 

not just those which have been active members since its very beginning.  

 The analysis employed in this chapter differs from that of the previous cases in 

one additional way that requires elaboration. In the previous chapters we analyzed each 

of the different dimensions of donor-borrower influence separately. In MIGA’s case, the 

reduced sample size combined with the large number of explanatory variables becomes 

problematic. When using regression techniques, the strength of the results is in part a 

product of a delicate balance between sample size and the number of explanatory 

variables. Generally speaking, regression models perform best with large sample sizes 

and a relatively small number of explanatory terms. As either the sample size decreases 

or the number of explanatory variables increases, regression models yield higher levels of 

standard error, making their findings more difficult to generalize. In order to counter the 

problem of increased error, and subsequent barriers to generalizability, the analysis 

presented in this chapter will reduce the number of explanatory variables by utilizing an 

additive index of donor-borrower relations. In this new framework, the twenty separate 

variables employed in the previous chapters to capture the political ties between the 

Bank’s donors and its clients are reduced to just five terms—one to capture the sum total 

of political relations with each of the Bank’s top five donors.  

                                                           
134 The sample omits observations for the years 1997, 1999, and 2001, as data on client’s governance 

attributes is unavailable during these years.  
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 The donor-borrower relations indices measure the strategic importance of Bank 

clients to its each of the top five donors on a scale ranging from (0-16). Zero indicates 

absolutely no ties between a client and donor, while sixteen indicates very close ties, and 

thus a high level of strategic importance. The index is created by breaking each of the 

separate dimensions of donor-borrower relations (exports, imports, bilateral aid, and 

political affinity) into five categories, assigning each category a value, and then summing 

those values together across the different dimensions. The five categories within each 

dimensions are: no relations = 0, weak relations = 1, mild relations = 2, strong relations = 

3, and very strong relations = 4135. For example, countries with low levels of trade with 

the United States would receive a value of 1, while countries which are very close trade 

partners with the US would receive a value of 4. Assignment to each category (0-4) is 

determined by breaking the specific dimension into quartiles corresponding to the 

categories low through very high, with no relations corresponding to zero.  

The final index for relations with each donor is an assessment of how close the 

Bank’s clients are to a particular donor, assuming that each of the four dimensions of 

donor-borrower relations are valued equally136. For example, a country with close trade 

ties to the United States, which also receives high levels of bilateral aid, and tends to vote 

with the US at the UN General Assembly would receive a US index score of 16. 

According to the logic of donor influence arguments outlined in chapter 2, we would 

expect such countries to receive greater volumes of aid. If donor influence arguments are 

                                                           
135 For details on the coding of each dimension refer to the chapter appendix.  
136 This assumption is likely inaccurate in reality, but it serves as a simple starting point to begin to measure 

donor-borrower relations using a more straightforward approach. Subsequent studies may alter the 

weighting of each dimension of donor-borrower relations once we have established that such a measure is 

indeed useful in the first place. In this way, the assumption of equal causal weight is a simplifying 

assumption.   
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correct and the Bank’s principal donors are interfering in MIGA’s funding decisions, we 

should observe a positive relationship between the various donor-influence indices and 

the value of MIGA aid. In other words, those with high donor-borrower relations scores 

should receive more aid than their peers. By collapsing trade, bilateral aid, and affinity 

into a single measure we are also consolidating hypotheses 1-3 into a single expectation 

(hypothesis 1a). Beyond these changes, the basic research design remains the same. The 

dependent variable of interest is the annual value of aid countries receive (measured in 

constant USD). Following the reporting scheme employed by the Bank itself, this study 

focuses on an absolute measure of aid; however, alternative measures are included as 

robustness checks. Tables 2e and 3e in the chapter appendix report the results from 

models which employ per capita and log measures of aid.  

To recap, eccentricities in MIGA’s investment portfolio necessitate deviations 

from the research design established in the preceding chapters. A combination of MIGA 

being the newest agency of the WBG and lower demand for its specialized type of 

development assistance have resulted in both a smaller sample size and a sample 

characterized by zero-point clustering on the dependent variable. In response to these 

unique quirks in the data a two-stage model is employed, on a single sample of countries 

beginning in 1996, with a reduced number of explanatory variables. The number of 

independent variables has been reduced by utilizing additive indices of donor-borrower 

relations to replace the twenty separate measures used in the previous chapters. While 

these modifications to the research design required a somewhat lengthy discussion, they 

represent only marginal changes to the logic of the test employed throughout this study. 

Although using slightly different processes, we are still comparing the impact of donor 
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influence on the Bank’s lending habits while also controlling for client’s economic and 

governance characteristics, all with an eye toward understanding why some countries 

receive more aid than others. 

 

 (6.3) Analysis: The Influences on MIGA’s Funding Decisions             

In order to determine why some countries receive more aid than others, this 

section evaluates the impact of donor influence, need among borrowers, and institutional 

quality over MIGA’s funding decisions. In general, despite the eccentricities in its 

investment portfolio MIGA appears to be subject to the same types of influence as the 

other agencies of the WBG. There is evidence that select donors pressure the agency to 

lend in ways that support their foreign policy interests; however, donor influence appears 

to be the most constrained at MIGA. Further, like its peers, MIGA also has a mixed, if 

not poor, track record on lending based on need and institutional quality.  

Traditional explanations of the Bank’s lending behavior have centered on the role 

of politics, specifically the political influence of the Bank’s top donor, the United States 

(Andresen et al. 2006, Fleck and Kilby 2006, Wade 2002). Expanding the view of 

international politics to account for the influence of multiple donors and utilizing novel 

measures of donor influence, the results presented in this section show that on average 

countries with closer ties to the US actually receive less MIGA aid, not more. In contrast, 

the evidence suggests that those with close ties to the United Kingdom and Japan are 

more likely to receive MIGA support and to receive greater volumes of aid. Despite the 

suggestive evidence confirming the politicization of MIGA aid, it seems that donor 

influence over the Bank is weakest at MIGA, as the proportion of explained variance 
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attributed to international politics drops substantially relative to the previously explored 

agencies. In spite of the limited explanatory power of donor-related political pressure, 

such influence does help to explain many of the anomalous patterns in MIGA’s 

investment portfolio. In situations where countries with similar development profiles 

receive dramatically different levels of aid, the beneficiary which receives more also 

tends to have closer ties to the Bank’s leading donors.  

In addition to the role of donor influence, select economic attributes related to the 

need for development assistance also appear to guide the agency’s lending habits, but not 

always in ways that conform to need based-expectations. Overall, the impact of need at 

MIGA operates very similarly to need at the IFC. Most of the economic attributes 

examined yield no statistically significant influence over MIGA’s funding decisions. 

Among those that do, population and economic growth behave as expected, with larger 

countries with slow growth receiving more aid than their peers. On the other hand, the 

evidence shows that FDI has a positive relationship with the likelihood of receiving an 

investment guarantee. In addition, during stage two, wealthier countries are found to 

receive greater volumes of aid.  Overall, like its peers, MIGA as a rather poor record for 

need-based lending. The evidence is similarly mixed for the influence of borrower’s 

governance characteristics. Clients with better track records of political stability and 

regulatory quality are more likely to receive MIGA investments; yet, those with better 

adherence to the rule of law are surprisingly less likely to receive an insurance guarantee.  
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Table 6.2 presents the results from the two-stage regression analysis of the 

determinants of MIGA lending137. Columns 1 and 3 report the results from the first stage 

in the analysis, in which the dependent variable is the likelihood of receiving MIGA aid. 

Here a logit model estimates the effect of each explanatory variable on the likelihood that 

a country will receive aid in any given year. Columns 2 and 4 report the findings for the 

second stage of the analysis, in which the dependent variable is the absolute annual value 

of aid clients receive138. The first two columns pertain to the base model, while the 

second two include the influence of past lending decisions139. In addition to these 

findings, several alternative analyses are conducted on models which account for the 

presence of potential outliers and which utilize alternative measures of the dependent 

variable (per capita and log measures of the value of aid). The results of these additional 

analyses are referenced throughout this section in footnotes (for a full set of results refer 

to the chapter appendix).  

 

 

 

 

 

                                                           
137 The homoscedasticity assumption holds, there is no auto correlation in the data; however, the data does 

suffer from contemporaneous correlation, which would normally require the use of PCSEs, unfortunately 

PCSEs cannot be calculated using the two-stage model. 
138 Across the various models reported in this chapter the assumption of homoscedasticity holds and the 

data is free of auto correlation; however, the data does suffer from contemporaneous correlation, 

unfortunately PCSE cannot be used with the two-stage model.   
139 Columns 2 and 4 include one year lagged dependent variables. 
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Table 6.2: Regression Results for the Determinants of MIGA Investment   

Variable Name 

1 

(Stage I) 

 

2 

(Stage II) 

 

3 

(Stage I) 

 

4 

(Stage II) 

 

ln Population 
-.10 

(.19) 

23.3m 

(18.3) 

-.19 

(.25) 

17.3m 

(19.6m) 

 ln GDP 
.19 

(.25) 

-22.4m 

(19.6m) 

.21 

(.26) 

-19.2m 

(21.2m) 

ln Income 
-.58*** 

(.22) 

43m** 

(18.7m) 

-.62*** 

(.23) 

41m** 

(20.2m) 

Growth 
-.03** 

(.01) 

-2m 

(1.5m) 

-.02 

(.01) 

-1.6m 

(1.6m) 

Life Expectancy 
-.01 

(.02) 

43.5k 

(2m) 

-.01 

(.02) 

364k 

(2.2m) 

Infant Mortality 
-.001 

(.008) 

84.6k 

(703k) 

.00005 

(.009) 

319k 

(767k) 

Savings 
-.01 

(.009) 

-553k 

(835k) 

-.01 

(.01) 

-337k 

(899k) 

 ln FDI 
.21** 

(.08) 

2.4m 

(6.9m) 

.18** 

(.09) 

202k 

(7.7m) 

Corruption  
.01 

(.35) 

-16.1m 

(27m) 

-.007 

(.38) 

-21.6m 

(30.9m) 

Stability  
.39** 

(.16) 

4.9m 

(14m) 

.33* 

(.17) 

2.7m 

(15.1m) 

Regulatory Quality  
.82*** 

(.31) 

-6.7m 

(25m) 

.70** 

(.33) 

-1.1m 

(27.7m) 

Rule of Law  
-1.17*** 

(.38) 

4.1m 

(30.3m) 

-.99** 

(.42) 

15.4m 

(34.1m) 

Polity IV 
-.01 

(.01) 

1.4m 

(1.4m) 

-.02 

(.01) 

1.2m 

(1.6m) 

US Index 
-.11** 

(.05) 

-2.8m 

(4.6m) 

-.07 

(.05) 

-2.7m 

(5m) 

UK Index 
.22*** 

(.07) 

-6.8m 

(6.6m) 

.23*** 

(.07) 

-6.8m 

(7.1m) 

JP Index 
-.06 

(.06) 

10m* 

(5.6m) 

-.11* 

(.06) 

9.6m 

(6m) 

GR Index  
.03 

(.07) 

8.4m 

(5.6m) 

.06 

(.07) 

10.6m* 

(6.3) 

FR Index  
.004 

(.049) 

-1.6m 

(4.3) 

.001 

(.05) 

-2m 

(4.6m) 

Western Ally  
.39 

(.27) 

-30.4m 

(23.8m) 

.52* 

(.29) 

-29.8m 

(26.3m) 

Conflict  
.82† 

(.51) 

19.2m 

(31.9m) 

.81 

(.55) 

17.9m 

(35m) 

Proximity to Conflict  
.13 

(.29) 

3.3m 

(22.3m) 

.10 

(.31) 

6m 

(24.5m) 

Past Lending    Yes Yes 

Sample Size 853 219 788 197 

Pseudo R2 .10  .11  

R-Squared   .18  .21 

Standard errors in parentheses  

(*** p<0.01, ** p<0.05, * p<0.1) 
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We begin our assessment by looking at the evidence on the relationship between 

donor influence and MIGA aid. Specifically, we will evaluate whether the Bank’s top 

five largest donors are influencing MIGA’s lending decisions. Expanding and apply 

trends found in the existing literature, this section will test the hypotheses that countries 

with closer political and economic ties to the Bank’s top donors are both more likely to 

receive an investment guarantee and also to receive guarantees worth more than their 

peers (hypothesis 1a). To test this proposition, we will utilize an additive index of donor-

borrower relations, which quantifies the extent of bilateral economic and political ties 

between each individual MIGA client and the Bank’s top five largest donors. Countries 

with higher index scores have closer economic, political, and geostrategic ties with the 

Banks top donors. As such, a higher index score indicates that a country is of greater 

strategic importance, and therefore, should be rewarded with high levels of development 

assistance. By this logic, if development aid is subject to politicization by donors we 

should find that those with higher index scores receive the most aid. 

According to the patterns identified in the data, it appears that countries with close 

ties to select donors do tend to receive greater average levels of development assistance 

than their peers. Donor-borrower relations with the United Kingdom have a significant 

positive impact on the likelihood of receiving a MIGA guarantee, while strong ties with 

Japan correlate with increases in the value of MIGA investment. In contrast, countries 

with closer ties to the United States are on average less likely to receive a MIGA 

investment, and appear to receive less when they do. In addition to support from 

regression analysis, we also find that many of the anomalous lending patterns noted 

earlier seem to be tied to international politics. As in the previously explored cases, 
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among MIGA’s clients with similar economic attributes, those which receive greater 

value investment guarantees tend to be those with closer ties to the Bank’s largest donors.  

The final third of the results reported in Table 6.2 summarize the findings for the 

impact of donor-borrower relations on MIGA’s funding activities. During the first stage 

of the model, specifications (1 & 3), we find surprisingly, that, those with closer relations 

with the US and Japan are less likely to receive aid140. On the other hand, those with 

close ties to the United Kingdom are more likely to receive MIGA assistance141.  German 

and French geostrategic relations have no statistically insignificant bearing on aid 

outcomes during stage one. Additionally, Western allies appear more likely to receive 

MIGA investment142. Stage one of the model thus offers limited support for hypothesis 1a 

and donor influence arguments, as relations with the United Kingdom and military 

alliances both operates as expected. In contrast, those with closer ties to Japan and the 

United States are found to be less likely to receive MIGA aid. The negative relationship 

between the index of US relations and MIGA aid is very surprising, given the literature’s 

emphasis on US influence (Andresen at el. 2006, Fleck and Kilby 2006, Wade 2002, 

Woods 2006). It seems that the US is either unable or unwilling to pressure MIGA the 

way it pressures the IBRD and IDA.  

Stage two of the model similarly offers only limited support for hypothesis 1a. As 

Figure 6.5 demonstrates, the largest recipients of MIGA aid tend to be those with high 

index scores for relations with Japan and Germany. According to the results reported in 

                                                           
140 The negative coefficient for US relations in stage I is consistent across three of the four different model 

specifications (see the chapter appendix for details).   
141 This finding is consistent across all alternative model specifications.  
142 Consistent across two of the four model specifications.  
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Table 6.2, every one-point increase in the additive index of donor-borrower relations with 

both Japan and Germany corresponds to an average increase of approximately $10 

million per year in the value of MIGA investments. It is worth noting that while the 

results reported in stage two of Table 6.2 may seem somewhat weak, in many cases they 

are bolstered by consistent findings across alternative model specifications. For example, 

the positive coefficient observed on the Japanese index in stage two is highly robust in 

alternative models and is generally consistent across three of the four different statistical 

models143.  

Figure 6.5: The Influence of Japanese and German Relations on the Value of MIGA Aid 

These illustrations are based on average assessments of donor-borrower relations during the thirteen-year 

period covered in the sample. Collapsing time allows us to get a clearer picture of the impact of donor 

borrower relations, as zero observations are eliminated by assessing the total amount of aid received. 

 

The remainder of the terms reported in the second stage of the model are 

statistically insignificant; however, there is reason to believe that the negative coefficient 

for US influence is accurate (as reported in columns 2 and 4). In an alternative analysis 

conducted on a per capita measure of aid, those with close ties to the United States are 

                                                           
143 The results for Japanese influence in stage two are most robust in models which utilize a per capita 

measure of aid (refer to Table 2e in the appendix). In contrast, the findings for Germany influence do not 

hold across alternative models.  
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found to experience a statistically significant reduction in total value of MIGA 

investment. For example, every one point increase in the US relations index corresponds 

with a reduction in aid equivalent to roughly $1 dollar per person (see Table 2e in the 

appendix). Taken together these findings undermine traditional explanations which focus 

on the role of the United States. At MIGA, the US is not the driving force behind 

allocation decisions. In fact, borrowers with closer relations with the United States appear 

to receive less support. 

Examination of patterns in donor-borrower relations also helps us to understand 

variation in MIGA’s individual investment decisions. Earlier we noted several instances 

in which the recipients of investment guarantees with similar economic attributes were 

awarded dramatically different amounts of aid. As it turns out, such variations can often 

be explained with reference to the political influence of donor states. Consider MIGA’s 

relationships with Argentina and Poland. Both countries had similarly sized populations 

and levels of per capita income; yet, Argentina was awarded six times more aid than 

Poland144. Between 1990 and 2011 Argentina received twenty-six separate investment 

guarantees from MIGA worth approximately $900 million dollars. In contrast, Poland 

received only nine such investments worth $150 million.  

 

 

 

 

 

                                                           
144 Both countries had average populations between 30-40 million and per capita incomes between $6,000-

7,000 per person. 
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Table 6.3: The Impact of Donor-Borrower Relations on MIGA Aid  

Country Total Value of Aid 
(Millions USD) 

 

Average Japanese 

Index Score 

Average UK 

Index Score 

Argentina 900 12.15 10.85 

Poland 150 10.31 11.92 

    

Pakistan 418 11.7 12.08 

Bangladesh 168 10.38 11.38 

 

Part of the explanation for Argentina’s privileged status at MIGA appears to be 

related to its close political connections with the Bank’s top doors. As Table 6.3 

demonstrates, Argentina had closer geostrategic relations with Japan than Poland. 

Argentina’s Japanese relations index score is roughly one standard deviation higher than 

Poland’s145. This evidence is consistent with the argument that donors pressure MIGA to 

lend in ways that support their foreign policies. From this perspective, Argentina’s close 

ties with select donors are translated into increased levels of MIGA assistance. This 

pattern can further be seen at work in the experiences of Pakistan and Bangladesh. Again, 

the two countries share very similar basic development attributes, yet Pakistan received 

almost two and half times more aid than Bangladesh146.  As we have consistently seen at 

each agency of the WBG, in such instances the larger recipient of aid has closer 

economic and political ties to the Bank’s most influential donors. In this case, Pakistan 

has closer ties to both Japan and the United Kingdom.   

 In all, analysis of the impact of donor-borrower relations on MIGA’s lending 

habits shows that like its sister organizations, the investment insurance agency is subject 

                                                           
145 One standard deviation is equal to 2.2 the donor-borrower relations index.  
146 Both countries had average populations between roughly 130-140 million and economies worth between 

$50-90 billion.  
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to a certain degree of political meddling. Although the patterns observed in MIGA’s 

investment portfolio are generally weaker than in the previously examined agencies, it is 

clear that countries with closer ties to the Bank’s largest donors tend to receive more aid 

than those with weaker ties. The findings regarding the relationship between donor-

borrower relations and MIGA’s funding decisions at once supports donor influence 

arguments, and simultaneously highlight the limitations of traditional explanations. 

Donor-borrower relations with the UK, Japan, and to a lesser extent Germany are found 

to exert a significant positive influence over MIGA, a fact which once again demonstrates 

the utility of the multi-donor model. The positive influence associated with donor-

borrower relations with the United Kingdom, Japan, and Germany show that the United 

States is not the only donor which is able to influence how the World Bank allocates its 

development resources. Yet, while the MIGA case once more illustrates the efficacy of 

the multi-donor approach, it also demonstrates the limitations of donor influence. 

 Contrary to conventional wisdom, the United States is not a driving force in 

MIGA’s allocation decisions. Further, the role of donor influence at MIGA is greatly 

constrained relative to the other agencies of the WBG. In the previously examined cases, 

we saw donor related political influence driving between 15-25% of the variation in 

investment decisions. At MIGA however, analysis of the explained variance reveals that 

donor influence accounts for only between 2-4% of the variation in MIGA’s investment 

decisions.  

 Overall, we must conclude that while MIGA aid is subject to political pressures, 

donor influence is marginal. Politics is not the driving force behind most or even many of 

the MIGA’s allocation decisions. When considering the totality of MIGA’s investment 
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portfolio, politics plays a relatively small role. Yet, while that role may be marginal on 

the whole, in certain instances it can have dramatic effects, as evidenced by the 

experiences of countries like Argentina and Poland or Pakistan and Bangladesh.   

Need-Base Lending: The Impact of Economic Attributes on MIGA Lending 

 Recall from our discussion in previous chapters that the Bank was founded on the 

basis that it would provide access to capital and development services to countries which 

struggled to find private sources of investment on their own. Over the years the Bank’s 

basic mission to promote economic development morphed into a normative concern with 

poverty alleviation. Given the combination of the mandate to promote development and a 

normative concern with aiding the World’s most impoverished, the Bank has increasingly 

adopted rhetoric which focuses on the importance of need among its clients. As such, we 

have come to expect that the Bank allocates development assistance, at least in part, 

according to objective measures of need among its clients—although the Bank itself 

remains reticent on the details of such criteria.  

Given the Bank’s explicit, though nebulous, concern with economic indicators, 

we expect that need is positively correlated with the amount of aid countries receive. 

Need can be measured in multiple different ways, throughout this study we have 

examined several dimensions including, economic productivity, access to investment 

capital, and indirect measures of poverty based on public health indicators. In doing so, 

we expect countries’ access to capital to be inversely related to the amount of aid they 

receive. As such, we anticipate domestic savings rates and levels of foreign direct 

investment to be negatively correlated with MIGA aid (hypothesis 6). Similarly, we 
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expect countries with low levels of economic productivity, growth, and income to receive 

more aid than their peers (hypothesis 7). Finally, basic measures of public health, 

typically considered bellwethers of economic development, should be inversely related to 

MIGA investment (hypothesis 8). Specifically, we expect clients’ average life 

expectancies to be negatively correlated with the value of MIGA aid, as poverty tracks 

closely with life expectancy, with poor communities tending to have shorter average life 

spans. In contrast, we expect countries’ infant mortality rates to be positively correlated 

with MIGA assistance, as high levels of child mortality are associated with poverty. 

 The first eight terms in Table 6.2 report the findings for the impact of economic 

attributes on MIGA’s funding decisions. Overall the Bank’s investment insurance 

division behaves very similarly to the IFC when it comes to need-based lending. 

Population and growth rates behave as expected, while most economic attributes either 

have no bearing on investment decisions or behave in ways that contradict expectations. 

In Table 6.2 we can see that the only three of the economic attributes examined exert a 

statistically significant influence over MIGA’s funding decisions—this list expands to 

four in alternative specifications. As predicted by need-based arguments, during stage 

one countries’ income and growth rates are negatively correlated with the likelihood of 

receiving aid. The greater a potential clients’ per capita income and annual growth rate 

the lower its chance of receiving assistance from MIGA. In contrast, the behavior of FDI 

contradicts need-based expectations. Countries with greater access to foreign direct 

investment are more likely to receive an insurance guarantee from MIGA. During the 

second stage of the model, we find that larger more populous countries receive more aid, 

but only after outlier observations are removed from the analysis. Surprising, just as with 
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the IFC, we find robust evidence that income is positively correlated aid outcomes at 

MIGA.  Overall, like its peers, MIGA has a mixed, if not poor, track record for need-

based lending.  

 During the selection phase two terms conform to expectations, countries with 

more productive economies, measured in terms of per capital income and growth rate, are 

less likely to receive aid147. One the other hand, in contrast to need-based expectations, 

those with greater levels of foreign investment are shown to be more likely to receive aid. 

While this fact clashes with need-based expectations, it is somewhat unsurprising given 

the nature of MIGA’s unique type of development assistance. Recall that MIGA does not 

actually provide funding directly to developing countries. Rather, it provides investment 

insurance to private companies seeking to do business in the developing world. MIGA 

only actually provides funding in the event that a business’ investment fails due to 

specific political causes, such as government expropriation or political unrest. Even then, 

MIGA funding is given to the insurance holder, not the state in which the (private) 

investment was made. As such, just like with the IFC, it makes sense that FDI is 

positively correlated with MIGA assistance, as the receipt of aid is conditional upon there 

being foreign investors willing to do business in the country. 

 During the second stage of the analysis, only population and income are 

significant influences over the amount of aid countries receive. The findings for 

population reported in columns 2 and 4 in Table 6.2 are insignificant; however, once 

outliers are removed from the analysis the coefficients for population attain statistical 

                                                           
147 The negative coefficient for income in stage one is robust across all alternative model specifications. 

The coefficient for growth rate meanwhile is consistent in three of the four model specifications (refer to 

the chapter appendix for details).  
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significance148. According to the data, a 10% increase in population corresponds to an 

increase in MIGA investment worth roughly $1.2 million per year (refer to Table 1e in 

the appendix for details). As Figure 6.6 indicates, contrary to expectations, income is 

positively correlated with the amount of assistance received. Specifically, according to 

the estimate reported in column 4 in Table 6.2, every additional 10% increase in per 

capita income correlates with an average of roughly $1.6 million dollars in additional 

MIGA aid each year. The influence of income differs across the two stages of the 

analysis. Wealthier countries are less likely to receive MIGA assistance in the first place, 

but among those that are awarded aid, wealthier countries tend to receive greater value 

investment guarantees. As such the behavior of income confirms need-based arguments 

in stage one but contradicts them in stage two. 

Figure 6.6: The Relationship Between Income and MIGA Lending 

 

 

  

                                                           
148 MIGA’s six largest clients: Russia, Brazil, Ukraine, Turkey, Croatia, and Argentina removed as outliers. 
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 Overall, economic attributes appear to be less influential at MIGA than at the 

other agencies of the WBG. Analysis of the explained variance associated with 

borrower’s economic attributes reveals that such characteristics account for only 6% of 

MIGA’s lending behavior in stage one and 11% during state two. This is a significant 

drop in causal influence, which seems to suggest MIGA’s investment decisions are based 

on different factors than the other agencies of the WBG. Recall that at the IBRD, IDA, 

and IFC, the r-squared associated with borrower’s economic characteristics was closer to 

30%. The reduced role of both politics and need in shaping MIGA allocation decisions is 

likely due to the unique type of aid the agency offers. Rather than providing aid directly 

to governments or private industry, MIGA offers insurance to private investors seeking to 

do business in the developing world. In this way, even though host countries are 

considered the beneficiary of aid, MIGA’s actual clientele are private investors. It seems 

that in partnering with private investors, MIGA has gained an additional level of 

independence not just from donor states, but also from the Bank’s overarching policy 

agenda.  

 In sum, economic factors seem to play a reduced role at MIGA as compared to its 

sister agencies. Of the economic attributes that yield strong results, the evidence in 

support of need-based lending is mixed. One the one hand, wealthier clients with more 

robust levels of economic growth are less likely to be the recipient of MIGA investment 

insurance. Yet on the other hand, among those that have received aid, wealthier clients 

tend to receive more than their impoverished peers. In this way, the agency’s mixed track 

record continues the pattern observed in the previous cases; in which only select 

dimensions of need are correlated with the Bank’s lending decisions and even then, not 
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always in ways that we expect. Overall, need-based arguments do a poor job at 

explaining MIGA’s investment decisions. There is some indication that along particular 

dimensions, needier countries are awarded greater levels of development aid (population 

and growth); however, on the whole, need does not appear to be a strong influence on 

MIGA’s decision-making process.  

Good Governance: The Impact of Institutional Quality on MIGA Investment  

 Beyond economic criteria, the World Bank states that it also considers the 

governance attributes of its potential clients when allocating developing funding. 

Although not always the case, since the mid-1990s the Bank has been increasing vocal 

about the importance of “good governance” in both the role of promoting economic 

development and in the allocation of aid. As the link between public institutions and 

successful development solidified, the Bank slowly adopted what become known as the 

good governance agenda, in which it seeks to promote the development of transparent, 

effective, and accountable public institutions. In order to do so, the Bank began to give 

explicit consideration to its client’s institutional environments, arguing that aid should be 

given to those with proven track records for developing and maintaining quality 

governance structures, as means to incentivizes others to do so.  Given the World Bank’s 

concern with the governance characteristics of its clients, we expect that those with better 

quality public institutions will receive increased levels of MIGA support. As detailed in 

chapter 2, clients’ ability to control corruption, maintain political stability, develop 

effective regulatory standards, and promote the rule of law should all be positively 

correlated with the amount of development assistance they receive (hypothesis 9). 
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Similarly, given that such attributes tend to be found among democracies, one might 

expect that democracies will receive more aid than their authoritarian peers.  

 Analysis of the data shows that the influence of governance attributes over 

MIGA’s funding decisions is generally weak, but that select dimensions of good 

governance behave as expected and are positively correlated with MIGA’s investment 

decisions. As reported in Table 6.2, the influence of political stability and regulatory 

quality supports the hypotheses 9. In contrast, the behavior of the rule of law contradicts 

expectations, while corruption and regime type are found to have no statistically 

significant relationship with MIGA investment.  Overall, it seems that MIGA has made 

some progress in implementing the Bank’s good governance agenda, but its record 

remains mixed. 

 As Table 6.2 reports, the influence of governance characteristics is only 

statistically significant during the first stage of the model. In other words, governance 

attributes have a significant impact on the likelihood of receiving aid, but their influence 

is weaker when considering the amount of aid countries receive. As columns 1 and 3 

demonstrate, those with better quality regularly environments and measures of political 

stability are more likely to receive MIGA guarantees than their peers. In contrast, those 

with better track records for developing and maintaining the rule of law are actually less 

likely to receive MIGA assistance149. During the second stage of the model, none of the 

governance attributes are found to exert a statistically significant influence on the amount 

of funding countries receive.  

                                                           
149 All of these findings are highly robust across alternative model specifications (refer to the appendix for 

details).  
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Despite the weakness of the results from stage-two, several important features are 

worth noting. For both control of corruption and rule of law, the vast majority of 

developing countries have poor track records. 81% of all observations for control of 

corruption fall within the poor performance category (zero or below). Similarly, 77% of 

all observations pertaining to the rule of law are ranked as poor. As Figure 6.7 

demonstrates, the largest recipients of MIGA aid tend to be those with poor, but not 

terrible records on corruption and rule of law. The most corrupt and unlawful countries 

tend to receive little aid, but then, so too do the most successful. Overall, we can see that 

the behavior of corruption and the rule of law are clearly out of sync with the Bank’s 

emphasis on anticorruption and good governance promotion. Like its peers, MIGA 

systematically fails to promote institutional development on these fronts.  

Figure 6.7: Aggregate Trends in the Behavior of Corruption and the Rule of Law  

These illustrations show the aggregate relationship between select governance attributes and the 

cumulative value of MIGA aid countries receive. The governance characteristics are expressed as average 

measures taken over the study period.  

 

 While the behavior of corruption and the rule of law appear out of sync with the 

Bank’s GAC strategy, aggregate trends in regulatory quality and democracy are more in 

line with expectations—despite the fact that they have no statistically significant impact 
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during stage two. Figure 6.8 shows the aggregate trends in regulatory quality and 

democracy. On the left-hand side, we can see that among those with poor regulatory 

quality, improvement in regulatory standards leads to increases in MIGA aid up to a 

certain point, beyond which additional improvement actually results in less aid. 

Additionally, we can see that the top beneficiaries of MIGA assistance tend to have 

moderately successful records of developing quality regulatory standards (between 

approximately -.5 through .5); however, on average there is little difference between 

those with very poor or very successful records. On the right-hand side of Figure 6.8, we 

observe that many of the top beneficiaries of MIGA aid are moderate to strong 

democracies. In contrast, the world’s most authoritarian countries tend to receive very 

little in the way of investment insurance. This suggests a positive relationship, yet the 

various regression results fail to support this interpretation.  

Figure 6.8: Aggregate Trends in the Behavior of Regulatory Quality and Regime Type  

 

 

In sum, only select governance attributes are found to be correlated with MIGA’s 

lending habits. Contrary to expectations, the rule of law is negatively correlated with the 

probability of receiving investment insurance through MIGA. On the other hand, the 
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evidence pertaining to regulatory quality and political stability confirm our expectations 

and supports hypothesis 9 outlined in chapter 2. Countries with better regulatory 

standards and political stability are more likely to receive MIGA aid than unstable 

countries with poor regulatory environments. Although several of the dimensions of good 

governance are found to influence MIGA’s behavior, it is important to delineate the 

extent of that influence. Looking at the various graphs employed throughout this section, 

it is apparent that governance characteristics exert only minimal influence over the 

totality of MIGA’s investment portfolio. While the various graphs may show a positive or 

negative trend, on the whole, the dispersion of the data points around those general trends 

is relatively high—an indicator of weak relationships. Further, analysis of the explained 

variance associated with borrower’s government attributes reveals that such 

characteristics account for roughly 1% of the observed variation in MIGA’s investment 

portfolio. In short, like its peers, MIGA appears to pay little attention to governance 

attributes when awarding development aid. It would seem that the Bank’s rhetorical 

emphasis on promoting institutional development has not translated into substantive 

action—at least not in terms of how aid is awarded.  

Model Fit and Analysis of Explained Variance 

Before moving onto to the concluding section, it is important to evaluate the 

extent to which the various explanatory variables impact MIGA’s investment decisions. 

In previous chapters we saw that the model performed best at the IDA, where politics, 

need, and institutional quality accounted for two-thirds of the variation in the IDA’s 

investment decisions. The statistical models performed slight less well at the IBRD and 

IFC, accounting for 60-70% of the observed variation. As Figure 6.9 indicates, the two-
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stage model employed in this chapter is the least successful at explaining variation in aid 

outcomes. The base model reported in columns 1 and 2, accounts for only 23% of the 

observed variation in stage one and 42% during stage two. More  important than the 

overall model fit, we can see that the causal influence associated each individual  class of 

explanatory variable is greatly reduced at MIGA relative to the other agencies of the 

WBG. For example, donor influence accounts for between 15-25% of the variation in 

lending decisions at the IBRD, IDA, and IFC, but only 2-4% at MIGA. The dramatic 

reduction in explained variance associated with measures of international politics 

indicates that donors exert far less influence at MIGA than at the other agencies of the 

WBG. While the size of this reduction is somewhat surprising, the reduced role of donors 

makes sense, given MIGA’s largely autonomous funding structure. Further, this finding 

fits with the trend identified in early chapters, in which the extent of donor influence 

appears tied to the funding structures at the different agencies of the WBG. Recall that 

the IDA appears to have the least amount of autonomy, while also having a budget that is 

subject to regular approval by donors. Overall, it seems that MIGA enjoys the greatest 

autonomy relative to donors, as indicated by the very large unexplained variance 

observed in Figure 6.9.  

Figure 6.9: Distribution of Explained Variance  
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The limited explanatory power of politics carries over into the influence of both 

economic need and institutional quality. In the previous cases, we saw that borrower’s 

economic attributes accounted for roughly one-third of the variation in aid outcomes, but 

at MIGA the proportion drops to 6% in stage one and 11% in stage two. Similarly, we see 

that borrowers’ governance characteristics account for only about 1% of the observed 

variation in MIGA’s investment decisions. It seems that while the broad contours of 

MIGA’s lending behavior resemble that of its peers, the agency is guided by a different 

set of allocation criteria than its sister agencies. International politics, economic 

attributes, and instructional quality are in part correlated with MIGA investment 

decisions, but to a much lesser extent than the IBRD, IDA, and IFC. This finding makes 

intuitive sense, given the dramatically different nature of investment insurance compared 

to development loans. The combination of MIGA’s unique form of development aid and 

its independent funding stream, translate into significantly greater autonomy compared to 

the other agencies of the WBG.  

 

 (6.4) Conclusion  

 The goal of this chapter has been to identify and explain variation in the allocation 

behavior of the World Bank’s investment insurance division, the Multilateral Investment 

Guarantee Agency (MIGA). The evidence presented in this chapter shows that MIGA is a 

unique case. It is the youngest agency of the WBG, it offers a market-based form of 

development aid, and it has a relatively small investment portfolio. In the aggregate, the 

agency largely behaves similar to its peers, most closely resembling the IFC. MIGA 
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concentrates the majority of its development resources into a small number of large 

relatively wealthy economies, mostly located in Europe and Central Asia. Similarly, as in 

the previously explored cases, we find that those with comparable development attributes 

often have very different experiences with MIGA. Further, such discrepancies appear to 

be related to international politics associated with donor influence. The main finding of 

this chapter is that MIGA aid appears to be subject to the political influence from some of 

the World Bank’s most influential donors—countries like the United Kingdom and Japan.  

Interestingly, the United States, the Bank’s largest donor and a main focus in the 

literature, does not seem to a driving force in MIGA’s allocates decisions.    

  Despite evidence which supports donor influence arguments, the data suggest 

that MIGA is much more independent than the other agencies of the WBG. This 

independence, however, does not correspond with improved implementation of the 

Bank’s good governance agenda or need-based lending. The evidence shows that MIGA 

aid is partially allocated according to economic criteria, but often in ways that contradict 

need-based expectations. Similarly, the amount of investment insurance countries receive 

is in part informed by their governance attributes, but again such influence is mixed, as 

important dimensions of institutional quality are found to behave contrary to 

expectations.   

 During the 1990s and the first decade of the 2000s, MIGA awarded just over $22 

billion dollars’ worth of investment insurance to countries throughout the developing 

world. Although MIGA provided insurance guarantees to over one-hundred different 

countries, the majority of its activity has been centered in Europe and Central Asia, 

followed by Latin American and the Caribbean. In addition, to concentrating its resources 
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into some areas at the expense of others, MIGA also demonstrates a strong tendency to 

pool its aid into a small number or recipients.  Russia and Brazil are by far MIGA’s 

largest clients, followed by the Ukraine, Turkey, and surprisingly, Croatia. Each of these 

countries received roughly $1 billion dollars or more in development aid, compared to the 

typical MIGA client, who received only $81 million in investment support.  

 As we have seen in the previous cases, countries’ basic development attributes 

often cannot explain important patterns in the Bank’s investment portfolios. At MIGA, 

countries like Argentina and Poland or Pakistan and Bangladesh, share nearly identical 

basic development attributes but have received wildly different amounts of investment 

assistance. Analysis of donor-borrower relations, both in these isolated examples and in 

the aggregate across MIGA’s entire investment portfolio, reveal that countries with close 

geostrategic ties with select donors tend to receive more aid than those without powerful 

political allies. For example, Pakistan’s privileged status relative to Bangladesh coincides 

with the closer geostrategic relations with influential donors such as Japan and the United 

Kingdom. This suggests that those such as Gwin (1997) and Wade (2002) are correct in 

asserting that donors intervene in the Bank’s aid allocation process to steer funding 

towards their friends and allies. Interestingly, however, such studies tend to focus on the 

role of the United States in politicizing development aid, yet the findings reported in this 

chapter show that the US appears either unable or unwilling to exert such pressure over 

MIGA.  

 Table 6.4 summarizes how the results presented throughout this chapter relate to 

the theoretical expectations outlined in chapter 2. Given the methodological changes 

made to the research design for the MIGA case, the expectations listed here differ slightly 
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from those originally laid out in chapter 2, but the basic logic remains intact. The main 

difference between the hypotheses summarized in Table 6.4 and those presented in 

chapter 2, is that hypotheses 1-3 are condensed into a single hypothesis 1a.  

Table 6.4: Summary of Results 

Hypothesis Supported Expectation 

𝐻1𝑎 Yes  The index of donor-borrower relations is positively correlated with the value of MIGA aid. 

𝐻4 Mixed Military allies of the top donors receive increased levels of aid.  

𝐻5 No Proximity to conflict is positively correlated with the value of aid.  

𝐻6 No Access to alternative sources of capital is negatively correlated with the value of aid.  

𝐻7 Mixed Wealth and economic productivity are negatively correlated with the value of aid.  

𝐻8 No  Physical health metrics are negatively correlated with the value of aid.  

𝐻9 Mixed The quality of government institutions is positively correlated with the value of aid.  

  

 Like its peers, MIGA appears subject to political pressure to award insurance 

guarantees to countries which are close economic, political, and strategic partners with 

select donors. In examining the nature of donor influence at MIGA, we find that the 

agency is subject to pressure from multiple donors. Once again we find that the United 

States is the only donor which is able to influence the lending behavior of the World 

Bank. In fact, at MIGA the US’s ability or willingness to intervene in the aid allocation 

process is dramatically reduced. Contrary to the dominant narrative in the existing 

literature, MIGA’s lending decisions are not being driven by the US foreign policy 

preferences. Examination of relations between the United States and MIGA’s clients 

reveals that countries with close economic and political ties to the US are on average both 

less likely to receive aid and to be awarded smaller amounts when they do. In contrast, 

those with close ties to donors such as the United Kingdom and Japan are found to be 

either more likely to receive aid or to receive greater volumes of aid. 
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 While the evidence shows that MIGA’s allocation of investment insurance is 

positively correlated with recipients’ geostrategic relations to the Bank’s largest donors, it 

is important to be clear about the limits of donor influence. On the whole, donor-

influence has a very small impact on MIGA’s funding decisions. On average those with 

close ties to Western donors tend to receive more aid, but donor preferences are far from 

the main factor guiding allocation decisions. In fact, most of MIGA’s funding decisions 

do not appear to be influenced by international politics. 

 The reduced role of international politics and donor influence translates into 

increased autonomy for MIGA, but such independence does not correspond with an 

improvised record on either need-based lending or good governance promotion. Given 

the Bank’s mandate to promote economic development and well-being, we expect 

development indicators such as poverty, economic performance, access to capital, and 

public health to be major influences in determining why some countries receive more aid 

than others. We expect poor countries, with struggling economies, which lack investment 

and suffer from poor quality public health, to receive most of the World Bank’s attention. 

However, the evidence provided in this chapter shows that this is largely not the case. For 

the most part, MIGA does not allocate its development assistance according to need-

based expectations. The majority of development indicators examined are found to exert 

no significant influence over MIGA’s lending habits. It is true that poor countries with 

low levels of economic growth are more likely to receive investment insurance from 

MIGA; however, among those that do receive investment guarantees, wealthy countries 

tend to receive greater amounts of aid. In short, need plays a minor role in determining 

why some countries receive greater amounts of aid than others.  
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 MIGA’s record for adherence to the Bank’s explicit policy concerns is somewhat 

better in the realm of good governance. In keeping with the Bank’s concern with 

promoting institutional development among its clients, we expect that countries with 

good quality government attributes will receive more aid than their peers. The evidence 

presented in the chapter shows that MIGA does seem to give partial consideration to 

governance indicators when allocating development aid. Political stable countries with 

high regulatory standards are more likely to receive a MIGA investment; however, this 

trend does not carry over into the two main dimensions of the Bank’s good governance 

agenda—corruption and the rule of law. In contrast, with expectations, countries with 

better records for combating corruption and promoting the rule of law are found to 

receive less aid, not more.  

 In the final analysis, we must conclude that while MIGA seems to behave like its 

peers, it is, in reality, a very different type of institution than the other agencies of the 

WBG.  There is some evidence that MIGA aid is subject to political pressure from 

donors, but overall MIGA appears highly insulated from donor pressures. Much of the 

observed variation in MIGA’s investment portfolio remains to be explained. Given the 

limited explanatory power of donor-related politics, need, and institutional quality, it is 

necessary to adopt a broader perspective and account for alternative preferences over how 

MIGA’s investment insurance is allocated. Future studies of the determinants of MIGA 

aid would do well to focus both on the agency’s internal politics and its connections with 

private investors. Based upon how closely MIGA’s aggregate investment patterns sync-

up with the behavior of the IBRD, IDA, and IFC, the agency’s staff is likely the greater 

of the two influences. Further studies should continue to focus on the intersection of 
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external and internal influences over the Bank. The interplay between staff and private 

investor preferences is likely a fruitful area for continued exploration.  
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CHAPTER 7 

THE ROLE OF POLITICS: A MORE COMPREHENSIVE 

UNDERSTANDING OF DEVELOPMENT AID  

 

 

 This study has sought to better understand the lending practices of the World’s 

leading development institution, the World Bank. The Bank serves a diverse set of 

clients, from small impoverished island nations to large middle-income countries. Yet, as 

we have seen throughout this study, countries with similar demographic and development 

characteristics often have wildly different experiences with the Bank. Given such 

seemingly anomalous lending activities, the main question at the heart of this study is, 

why do some countries receive more development aid than others? In an effort to answer 

this question, this study has examined the role of three broad classes of causal influence: 

international politics related to donor influence, economic need among borrowers, and 

clients’ institutional characteristics. As we have seen, data on the Bank’s lending 

activities during the period between 1990 through 2011, reveals that such anomalous 

lending patterns appear to be the results of international politics. Countries with closer 

economic, political, and geostrategic ties to the Bank’s largest financial backers tend to 

receive more aid than their peers. In addition to demonstrating the presence of donor 

influence over World Bank lending decisions, this study has also shown that the different 

agencies of the WBG are largely out of sync with the Bank’s stated policy concerns and 

lending criteria. Borrowers economic need and institutional quality are poor predictors of 

the amount of aid they receive.  
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 To conclude this study, the following chapter will summarize the major findings 

presented in the previous case study chapters and discuss their broader implications for 

how we understand both the nature of development aid and the workings of the World 

Bank. This chapter will also discuss the limitations of these findings and offer several 

suggestions for ways in which future studies can further improve our understanding of 

how the World Bank behaves. Finally, this chapter will end with a brief discussion of the 

World Bank’s future and the challenges it will likely face going forward. Section 7.1 

summarizes the main findings of this study. Section 7.2 elaborates on the significance 

and implications of these findings. Section 7.3 outlines the limitations of this project and 

offers ways to move past them. Finally, section 7.4 evaluates what these findings mean 

for the Bank and discusses the challenges it will likely face in the future.  

 

(7.1) Summary of Main Findings  

 The World Bank is an often studied institution, yet to my knowledge, this the first 

study which explores all of the lending divisions of the WBG. Unlike existing studies, 

which tend to focus on the main agencies of WBG, this dissertation has examined each of 

the Bank’s four development arms—the IBRD, IDA, IFC, and MIGA. Further, the 

analysis presented in this study pools together several different classes of causal influence 

to develop a more nuanced understanding of the determinants of development aid. 

Specifically, this study has evaluated the impact of international politics related to donor-

influence, the need for development assistance among borrowers, and several institutional 

dimensions of clients’ governance profile. Focusing on the Bank’s lending activities 
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during the period between 1990 through 2011, I find that funding decisions are the result 

of both external and internal factors, which partly reflect international politics and 

internal Bank preferences—although not necessarily those we might expect. These 

findings suggest that a broader range of donor states are able to guide the flow of World 

Bank funding toward allies and strategic partners than previously considered. However, 

these findings also reveal that donor influence is much more limited than we have come 

to believe. Further, while the World Bank demonstrates significant levels of 

independence from donor states, such autonomy does not correspond with the Bank’s 

stated lending criteria. Across the various branches of the WBG, development aid is 

awarded with limited consideration of economic need or governance quality.  

 Review of the World Bank’s lending behavior during the 1990s and early 2000s 

reveals that countries with similar basic development characteristics often receive 

strikingly divergent amounts of World Bank aid. Neighboring countries, of the same size, 

level of affluence, and economic productivity will often have wildly divergent 

experiences with the World Bank. For example, among the IBRD’s largest recipients, 

Argentina and Poland share many of the same economic attributes, yet Argentina 

received more than double the amount of funding than Poland ($24.4 billion compared to 

$11.3 billion)150. This trend is even more pronounced among those which received only 

moderate amounts of funding. For example, Georgia received over seven times more 

                                                           
150 Both countries had average populations of roughly 35-40 million people, economies worth between 

$200-$270 billion, and per capita incomes between $6-7 thousand dollars per person (refer to chapter 2 for 

details). 
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financial support than its neighbor Armenia at the Bank’s private sector lending division, 

the International Finance corporation (IFC)—($437 million compared to $62 million)151.   

 Such anomalous lending behavior appears tied to international political 

considerations. In an overwhelming number of such instances, those which receive more 

aid are found to have closer political and economic ties to the Bank’s most influential 

donors. Part of the reason that Argentina received so much more funding than Poland 

seems related to its close geostrategic links with countries like the United States and 

Japan. For example, Argentina has purchased over three times more US exports and sold 

over two and a half times more goods to Japan than Poland has. Similarly, Argentina 

received twenty times more direct bilateral assistance from Japan152. It would appear 

then, that Argentina’s privileged status relative to Poland is in large part due to its close 

connections with two of the Bank’s most influential donors—the United States and 

Japan.  

 We find the same basic trend when we compare Georgia and Armenia’s ties to the 

Bank’s top donors. Again we find that the country which receives greater amounts of 

World Bank aid also has closer economic, political, and strategic ties to important donor-

states. For example, Georgia has closer trade ties with the US, UK, and France. Similarly, 

Georgia received greater amounts of direct bilateral assistance from both the United 

                                                           
151 These countries had average populations of 3-4 million, economies worth roughly $4-5 billion, and per 

capita incomes between $1,300-$1,500. 
152 Argentina purchased on average $4.6 billion worth of US exports per year between 1990 through 2011, 

compared to Poland’s $1.3 billion. Similarly, Argentina sold $568 million in goods to Japan per year 

compared to Poland’s $218 million. Likewise, Argentina received on average $20 million in direct aid from 

Japan, while Poland received none.  
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States and the United Kingdom. Finally, Georgia also had greater political affinity with 

the United Kingdom153.   

 The divergent experiences of countries such as Argentina and Poland or Georgia 

and Armenia are not isolated incidents. Across all of the different agencies of the WBG, 

variables designed to measure donor-influence are positively correlated with the Bank’s 

lending practices. Whether it be trade ties, direct bilateral aid flows, political affinity, or 

military relations, the evidence presented throughout this study shows that over the past 

twenty odd years, countries with closer geostrategic connections to powerful donors have 

received greater amounts of development assistance than their less well-connected peers. 

Donors such as the United States, United Kingdom, and Japan stand out as the most 

influential donors, however, there is evidence that geostrategic relations with each of the 

Bank’s top five largest donors are all positively correlated with aid outcomes.  

 Table 7.1 summarizes the findings for each class of explanatory influence across 

the different agencies of the WBG. Here we can see that at least one dimension of donor-

borrower relations is positively correlated with aid outcomes at each agency of the World 

Bank (refer to Table 7.2 for a disaggregated summary of results for donor influence). The 

most important conclusion of this study is that the United States is not alone in its 

influence over the Bank. To date, the vast majority of research on the Bank’s lending 

activity either measures the politicization of development aid through indirect 

assessments, which do not isolate the source of political pressure (Dreher et al. 2009 and 

Vreeland Dreher 2014) or focus exclusively on the role of the United States as the donor 

                                                           
153 Refer to Tables 5.3, 5.5, and 5.7 in chapter 5 for details.  
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of interest (Andersen et al. 2006, Fleck and Kilby 2006, and Kilby 2013). In contrast with 

this trend, the present study evaluates the extent of donor influence associated with the 

Bank’s five largest donors and finds evidence that the US does not enjoy exclusive access 

to the Bank. Across each agency of the WBG, several different measures of donor-

borrower relations with the United Kingdom and Japan are found to be positively 

correlated with aid outcomes. Further, in a few instances, such donors appear to exert 

greater influence over the Bank than the US.  

 The clearest illustration of this point is observed at MIGA, where the data show 

that countries with closer ties to the United States are actually less likely to receive aid, 

while ties with donors such as the UK and Japan are positively related MIGA’s 

investment decisions. Another manifestation of this phenomenon can be seen at the IFC, 

where a broader range of donor-borrower relations variables are statistically significant 

for the United Kingdom than for the United States. Further, at the IFC, those with closer 

political affinity to the US are found to receive less World Bank aid, a fact which clashes 

with the behavior of US affinity at both the IBRD and IDA, where political affinity has a 

positive influence on aid outcomes. Ultimately, these findings suggest that the United 

States is an important source of external pressure on the Bank, but that it does not hold a 

monopoly on such influence.  
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Table 7.1: Aggregate Summary of Findings  

Variable 

 

IBRD IDA IFC MIGA 

US Influence  ✓  ✓  ✓  X 
Japanese Influence  ✓  ✓  ✓  ✓  
German Influence  ✓  ✓  X X 

UK Influence  ✓  ✓  ✓  ✓  
French Influence  ✓  ✓  ✓  X 

     
Western Alliance ✓  X ✓  ✓  
Military Conflict*  - - - - 

Proximity to 

Conflict  
X X X X 

     
Population  ✓  ✓  ✓  ✓  

GDP X X X X 
Income  X X X X 

Growth Rate ✓  X ✓  ✓  
Life Expectancy  ✓  X X X 
Infant Mortality  X X X X 

Savings ✓  ✓  X X 
FDI  ✓  X X X 

     
Control of 

Corruption 
X ✓  X X 

Political Stability  X X X ✓  
Regulatory Quality  ✓  ✓  ✓  ✓  

Rule of Law  X X X X 
Polity IV X ✓  ✓  X 

     
Check marks indicate support for the corresponding hypotheses, while “x” indicates no support. The 

relationship between military conflict and World Bank funding is unclear and thus has no corresponding 

hypothesis.  
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Table 7.2: Disaggregate Summary of Donor Influence Findings  

Variable 

 

IBRD IDA IFC 

US Trade  ✓  ✓  ✓  
Japanese Trade ✓  ✓  X 
German Trade ✓  ✓  X 

UK Trade ✓  ✓  ✓  
French Trade ✓  ✓  ✓  

    
US Aid  ✓  ✓  ✓  

Japanese Aid ✓  ✓  ✓  
German Aid X X X 

UK Aid X ✓  ✓  
French Aid X X X 

    
US Affinity   ✓  ✓  X 

Japanese Affinity   X X X 
German Affinity   X X X 

UK Affinity   X X ✓  
French Affinity   X X X 

    
US Influence  3/3 3/3 2/3 

Japanese Influence  2/3 2/3 1/3 

German Influence  1/3 1/3 - 

UK Influence  1/3 2 /3 3/3 

French Influence  1/3 1/3 1/3 

    
Check marks indicate support for the corresponding hypotheses, while “x” indicates no support. The donor 

influence summary (in bold) indicates the level of support across the different dimensions of donor-

borrower relations. Note that the results from MIGA are omitted from this table due to the use of additive 

an index in the MIGA case, which prevents disaggregated summarization. 

 

 In addition to establishing the influence of multiple donors over the Bank’s 

allocation decisions, this study also refines our understanding of how borrowers’ 

economic and governance attributes impact aid outcomes. Examination of the 

relationship between borrowers’ economic attributes and the Bank’s funding decisions 

reveals that overall the Bank has a relatively poor record for need-based lending. 

Focusing on characteristics such as access to investment capital, public health, and 

economic productivity, I find that World Bank aid is awarded with partial consideration 
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of clients’ economic characteristics, but not necessarily in ways that conform to need-

based expectations. On select characteristics, the different agencies of the WBG behave 

as expected, providing greater amounts of development assistance to those with the 

highest levels of need; however, there is significant variation across the different arms of 

the WBG. More importantly, most economic attributes either have no significant impact 

on lending decisions or behave in ways that contradict expectations. 

 As Table 7.1 indicates, few aggregate need-based patterns hold across all of the 

different agencies of the WBG; however, one common theme is that larger countries 

receive more aid than smaller ones. The remaining results vary significantly across the 

different agencies of the World Bank. Overall, the IBRD has the most successful record 

for need-based lending, but even then, only five of the eight variables examined behave 

as expected. At each of the remaining agencies, only a quarter of the need-based 

indicators operate as expected. At the IFC and MIGA, those with low economic growth 

rates are found to received increased levels of support, while at the IBRD and IDA, 

access to domestic capital is negatively related to aid outcomes.  

 The remaining economic indicators either have no statistically significant impact 

on the Bank’s lending behavior or operate in ways that directly contradict need-based 

expectations. For example, at the IBRD and IFC, the evidence indicates that borrowers 

with more productive economies (GDP) tend to receive more development aid than their 

peers. Similarly, at the IDA and IFC, countries with higher per incomes are surprisingly 

shown to receive more aid than impoverished borrowers. This pattern of contradictory 

evidence persists when looking at indicators of public health. At both the IBRD and IDA, 

poor countries with high infant mortality rates are paradoxically found to receive less 
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financial support. Finally, at the IDA, IFC, and MIGA, borrower’s access to foreign 

capital is found to be positively correlated with aid outcomes. This fact clashes with the 

Bank’s original mandate to provide access to investment capital to those which are shut 

off from international markets; however, given the unique mandates and lending 

modalities at the IFC and MIGA, this finding is less contradictory than at the IDA. The 

contradictory findings associated with borrowers’ economic attributes shows that not 

only does the Bank often fail to help the world’s most underdevelopment nations, but in 

many cases, its lending practices exacerbate inequalities between developing countries. 

 The final set of variables examined in this study are designed to account for the 

influence of borrower’s governance attributes. Given the Bank’s concern with borrower’s 

institutional environments, we would expect countries with better quality governance 

characteristics to receive increased levels of aid. Contrary to such expectations, the data 

shows that the WBG’s record on good governance promotion through lending practices is 

even worse than its record on need-based lending.   

 Across the different agencies of the WBG, only borrower’s regulatory quality has 

a consistent relationship with the amount of aid received. In accordance with the Bank’s 

good governance agenda, borrowers with better regulatory environments tend to receive 

increased levels of development aid. The behavior of the remaining governance attributes 

varies across the different agencies of the World Bank. The IDA has the best track-record 

on good governance promotion, as democratic countries with less corruption and high-

quality regulatory standards receive increased levels of funding.  The IFC and MIGA 

appear to give partial consideration to borrower’s institutional profile when awarding aid, 

as regime type and regulatory quality are positively correlated with IFC funding, while 
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political stability and regulatory standards are positive influences at MIGA. Additionally, 

even when borrowers’ governance attributes are found to behave as expected, the 

proportion of explained variance associated with such factors is relatively small 

compared to the other classes of causal influence. Overall, it seems that for all of the 

Bank’s rhetoric about good governance and anti-corruption promotion, such sentiments 

have had little impact on its actual lending behavior. 

 In sum, this study has shown that World Bank aid appears to be partly awarded 

based upon political considerations, in which countries with closer geostrategic ties to 

important donors often receive more aid than their less well-connected peers. This 

finding represents indirect evidence of the politicization of development aid, which 

supports the assertion that the Bank’s top donors intervene in its decision-making process 

to steer funding towards friends and allies. Although the evidence is consistent with 

significant donor influence, the analysis also sets clear limits on the extent of that 

influence. Countries such as the United States, Japan, and the United Kingdom may be 

pressuring the Bank to lend in ways that support their individual foreign policies; 

however, such pressures are not the main factor driving allocation decisions. Analysis of 

the explained variance attributed to the different classes of explanatory variables 

indicates that donor-related political pressures account for approximately one-fifth of the 

variation in the Bank’s various investment portfolios. 

 The limited influence of donor-related political pressure shows that contrary to 

the implications of much of the foreign aid literature, the World Bank maintains a 

significant amount of autonomy vis-a-vis donor-states. In light of this independence one 

might expect that, barring occasional external interventions, development aid is primarily 
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awarded based upon borrower’s economic and governance attributes; however, the data 

show that the Bank is largely inconsistent with its public rhetoric regarding lending 

policy. Across the different agencies which make up the WBG, need for development aid 

and institutional quality are relatively poor predictors of the amount of aid countries 

receive. Regarding clients’ economic attributes, there is some variation across the WBG, 

but for the most part, need plays a limited role in how aid is awarded. In many instances, 

relatively affluent, economically productive countries with abundant access to sources of 

investment capital are found to receive more development assistance than their more 

impoverished and resource starved peers. The findings related to borrower’s governance 

profile are similar to those of economic need. With the exception of regulatory standards, 

governance attributes and institutional quality have little bearing on the Bank’s aggregate 

lending patterns. In total, the models utilized in this study account for roughly two-thirds 

of the observed variation in the Bank’s lending practices, which indicates that a major 

source of causal influence remains as of yet unaccounted for154. The following section 

elaborates on the implications of these findings and speculates about the nature of the 

remaining unexplained variation.  

 

 

 

  

                                                           
154 The models perform less-well at MIGA, where the explained variance during stage two is closer to 40%.  
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(7.2) Implications  

 The findings presented throughout this study have several important implications 

for how we think about and understand the World Bank. First, the success of the multi-

donor framework compared to traditional models necessitates a more nuanced approach 

to thinking about both donor influence and Bank autonomy. Moving forward, the 

question is no longer a matter of whether the Bank is autonomous or a tool of powerful 

donors, but rather, what factors shift the Bank closer to one position or the other. Second, 

special attention is required to adjudicate whether the limited aggregate impact of 

institutional quality is the result of Bank hypocrisy or whether it is due to intra-agency 

variations which mask the true relationship between institutional quality and allocation 

decisions. Third and finally, the Bank’s poor track record on need-based lending 

combined with its tendency to concentrate aid into a small number of recipients risks 

creating a crisis of legitimacy for the Bank in the future. 

  While the different literatures on the World Bank portray the organization in 

starkly different terms, the evidence provided in this study is consistent with both the 

foreign aid and IO literatures, indicating that both are partially correct. Foreign aid 

studies tend to cast the Bank as a tool of powerful donor-states (Andersen et al. 2006, 

Fleck and Kilby 2006, Dreher et al. 2009, Kilby 2013, and Vreeland and Dreher 2014), 

while IO studies focus on the Bank’s independence from its most powerful members 

(Nielson and Tierney 2003, Nielson et al. 2006, Weaver 2008). I find that in reality, the 

Bank lays somewhere in between these two extremes. Borrower’s relations with the 

Bank’s top donors are correlated with lending decisions in such a way that suggests that 

powerful donors intervene to award geostrategically important countries more aid than 
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others. However, the extent of that influence appears much more narrow than the foreign 

aid literature implies, suggesting significant levels of Bank autonomy.  Given that donor 

influence and World Bank independence exist simultaneously, future studies on the Bank 

should conceptualize donor influence and Bank autonomy as a part of a single spectrum.  

 Given this finding, the emphasis of the World Bank literature should shift from 

questions of whether the Bank is subject to capture from powerful states to focus on the 

conditions under which the Bank is more or less autonomous. For example, one of the 

key insights of the IO literature is that in the presence of multiple donors, often with 

competing interests, the Bank is able to navigate the complex web of external pressures 

to chart an independent course. The success of the multi-donor framework combined with 

the relatively limited explanatory power of donor influence is consistent with this basic 

insight. Future studies would do well to explore the conditions under which donors are 

able to exert greater influence over the Bank, and conversely; those conditions which 

enable the Bank to resist such pressures. Specifically, greater attention should be paid to 

the convergence of donor preferences and how such alignment affects the Bank’s 

autonomy. Does preference homogeneity among donors correspond to decreased Bank 

autonomy? If so, we would expect borrowers with close ties to multiple donors to receive 

more aid than those with close relations with only a single donor? 

 In addition to the findings regarding donor influence and Bank autonomy, this 

study has also shown that borrower’s governance attributes appear to have very little 

impact on the Bank’s aid allocation decisions. However, the weak aggregate relationship 

between governance attributes and World Bank aid may be a product of intra-agency 

variation and not necessarily the failure of the Bank to implement its own policies. There 
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is some indication that select governance attributes have a statistically significant impact 

on lending decisions in some geographic regions and not others. More importantly, the 

data shows that in some instances the relationship between a particular governance 

characteristic and funding decisions are contradictory across regions. For example, at the 

IDA regulatory quality is positively correlated with funding decisions for borrowers in 

Europe and Central Asia, but negatively correlated with lending in East Asia and the 

Pacific. To the extent that the Bank’s staff in different regional operations utilize 

information about borrower’s governance characteristics differently we may be 

underestimating the effect of such attributes on lending policy. It is possible that positive 

and negative relationship across different regions may be canceling out one another in the 

aggregate, in effect masking the true impact of governance attributes. In order to evaluate 

whether or not this is true, future studies should disaggregate the Bank’s lending by 

region. In addition to exploring the extent of intra-agency variation, such studies should 

seek to identify the causes of such variation. Asking why it is that the Bank’s regional 

operations appear to use information on governance characteristics differently?  

 If a disaggregated analysis were to yield similar results to those found in this 

study, it would suggest that the Bank’s rhetoric around governance and anticorruption 

promotion are simply lip service in the vein of what Weaver (2008) refers to a Bank 

hypocrisy. Such a conclusion would strengthen the claim found in the IO literature, that 

the Bank is often an autonomous agent, able resist the reform efforts of powerful 

members, even when such reforms are seemingly embraced by the Bank’s top leadership 

(Nielson and Tierney 2003, Nielson et al. 2006, Weaver 2008). From this perspective, the 

limited success of good governance reform would suggest that the Bank’s rank-and-file 
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staff may be an important source of Bank autonomy. As top donors and even Bank 

leadership embrace the principles of the GAC, but staff members fail to implement them 

in practice. Which if it were true, would have implications for the limited influence of 

politics over lending decisions and possibly also the weak influence of economic need. If 

rank-and-file staff members are largely insulated from both external pressure and 

demands from upper management, it would go a long way toward accounting for the 

remaining unexplained variance found in the statistical models employed in this study155.  

 Of all the factors examined as part of this study, economic attributes account for a 

plurality of the explained variance observed in the Bank’s various investment portfolios. 

However, in most instances, the influence of such characteristics fails to operate as 

expected. Contrary to the Bank’s image as a need-based organization which works to 

improve the quality of life for the world’s most impoverished, the Bank allocates the 

majority of its resources to countries which tend to be more prosperous and affluent than 

the average developing country. The surprisingly weak relationship between need and 

World Bank lending observed during the 1990s and early 2000s may be the result of the 

Bank’s long-term development efforts. It is possible that the economic success of the 

Bank’s top aid recipients, or at least a portion of that success, is due to the Bank’s hyper-

concentration of development resources. As the Bank’s past investment decisions may 

help explain current levels of prosperity. However, regardless of the efficacy of the 

World Bank’s past development efforts, if it is to remain relevant and consistent with its 

image as a need-based organization, it will need to shift a greater portion of its 

                                                           
155 Recall that the use of country-level fixed effects indicates that approximately one-third of the 

unexplained variance is attributed to factors which operate about the national-level.  
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development efforts toward those countries which have been less successful than the 

large productive economies that have dominated its investment portfolios during the past 

twenty-odd years. 

 There are several reasons why the Bank should diversify its lending portfolio. 

First, if the Bank continues to favor more productive and affluent economies, it risks 

effectively abandoning those countries which have been the least successful. As Paul 

Collier notes, “the World Bank has large offices in every major middle-income country 

but not a single person resident in the Central African Republic” (Collier 2007, p. 4) 

Continuing this trend would exacerbate inequality between nations. Second, as 

economically successful countries like China and Turkey consolidate their gains, we 

would expect them to “graduate”, to use the Bank’s parlance, and move from being aid 

recipients to becoming primarily aid donors. As emerging economies reach new levels of 

affluence and begin to resemble the advanced industrialized economies of the West, the 

Bank will need to shift its focus toward those countries which have historically received 

less attention. If the Bank fails to diversify its lending practices, it risks not only being 

inconsistent with its adopted mandate to aid the world’s poor, but it also risks becoming 

irrelevant in the broader development community. If the Bank continues to focus on the 

countries which have successfully developed in the past, it risks undermining the market 

for its services, as these economies increasingly no longer require access to multilateral 

sources of investment capital.  

 Finally, another factor which brings the Bank closer to a crisis of relevance is the 

emergence of alternate development institutions. In 2016, China spearheaded the 

establishment of the Asian Infrastructure and Investment Bank (AIIB), which currently 
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has over fifty members and has awarded almost $2 billion in aid during the first year of 

its operation. Unless the World Bank reprioritizes its relationships with smaller less 

successful economies, it may find itself with a dramatically reduced client base, as its top 

clients graduate and its bottom and middle tier clients seek out alternative access to 

development resources. For all of these reasons, the Bank’s concentration of development 

aid and its mixed record on need-based lending will be increasingly problematic and 

unsustainable going forward. We should continue to monitor these trends to see how, if at 

all, the Bank adapts to the changing development landscape.  

 

 (7.3) Future Studies on World Bank Lending   

 This study makes significant strides in improving our understanding of how the 

World Bank operates; however, it is not without its limitations. Such limitations center 

around three issues, the utility of political affinity measures, the efficacy of large-n 

quantitative analysis, and the findings regarding the influence of multiple donors. On the 

first point, to my knowledge, this is the first study to employ dyadic political affinity 

measures for each of the Bank’s top five largest donors—a fact which represents a 

significant step forward. However, some may criticize the specific measure employed as 

a rough assessment of the strategic interest of donors. Recall from chapter 2 that political 

affinity measures how closely two countries vote at the United Nations General 

Assembly (UNGA) in any given year. Countries which frequently vote the same are 

given larger scores than those which vote against one another. According to the research 

design employed in this study, countries which vote the same at the UNGA more often 
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are argued to have a greater political affinity. Furthermore, World Bank clients with a 

greater political affinity toward the Bank’s top donors are argued to be geostrategic allies 

which receive greater amounts of development funding.  From this perspective, dyadic 

voting records at the UNGA are used as an indicator of donors’ interest in borrowers.   

 It is possible that the absolute assessment of affinity employed in this study omits 

important dimensions of donor-borrower relations. For example, donors may care more 

about the movement of political alignment than absolute position. If a country is 

perceived as always voting with or against a given donor, that country may be less likely 

to be targeted with promises of development aid. Further, it is possible that swing-voters 

are more important to donors and therefore should be the ones targeted with greater 

access to development aid. If this is true, then absolute position of political affinity is less 

important than movement in vote similarity. Given that this study utilizes an absolute 

measure of political affinity and not an assessment of relative movement, it may 

underestimate the effect of voting behavior on the World Bank’s lending habits. The 

absolute measure of political affinity employed in this study represents a good first cut at 

evaluating a broader swath of donor influence; however, subsequent studies should pair 

the multi-donor framework adopted here with measures of change in political alignment 

to evaluate whether absolute or relative assessments are more accurate. 

 The research design of this study is also subject to the tension inherent in the 

perennial quantitative-qualitative debate in the social sciences. The basic criticism is that 

in relying on evidence from broad aggregate patterns, this study is only able to 

demonstrate correlations between donor-borrower relations and not firmly establish 

causation. Critics of quantitative methodologies argue that such techniques suffer from 
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limited explanatory power and a lack of analytical depth, which limits the value of such 

approaches. Such criticisms are compounded in this instance by utilizing admittedly 

indirect assessment of international politics. The research design of this study does not 

directly measure political influence but instead measures relations between donors and 

recipients as a way to indirectly gauge the impact of donor influence. To the extent that 

countries with close ties to influential donors receive greater amounts of aid, this is taken 

as evidence of donor interference in the Bank’s funding decisions. To be clear, the 

establishment of such trends does not directly prove that such meddling occurs; rather, it 

strongly suggests that it does. In this way, the evidence provided in this study does not 

definitively prove that countries like the United States, Japan, and the United Kingdom 

are meddling in the Bank’s internal decision-making process, but it does support such an 

assertion.  

 Ideally, the large-scale aggregate analysis provided by quantitative modeling 

should be paired with smaller-scale, in-depth, qualitative analysis to further substantiate 

the findings of this study. Interviews with World Bank loan officers, which originate and 

manage proposed investment projects, have the potential to reveal the inner works of 

political influence and confirm the role of donors like the US, UK, and Japan. Subsequent 

studies would do well to incorporate evidence from staff interviews. Combining such 

anecdotal evidence with the large-scale patterns observed through quantitative analysis 

would allow for triangulation and more confident results. To the extent that qualitative 

and quantitative analysis yield similar results, we can move from correlation closer to 

assessments of causation.  
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 Finally, the greatest limitation of this study is that while it highlights the role of 

multiple donors in shaping the Bank’s allocation decisions, it does not demonstrate the 

process by which such influence occurs. To a certain extent, this is a reasonable 

limitation, as the study has been primarily concerned with establishing and delineating 

the role of multiple donors. Yet, as the literature moves forward greater attention needs to 

be paid to the process by which donors translate their preferences into aid allocation 

outcomes. Emphasis should be placed on questions such as where in the process do 

donors interject themselves. What leverage do donors have to do so, at the different 

stages of the loan application process? Further, why are donor-borrower relations with 

some donors strongly correlated with funding decisions and not others? For example, 

what empowers the US, UK, and Japan to exert greater influence than Germany or 

France? Greater attention paid to the process of donor influence would help to address 

these questions.   

 The present study represents a significant step forward in how we understand the 

determinants of World Bank lending, yet many questions remain unanswered. Going 

forward the topic of multilateral foreign aid will continue to be a fruitful area of research 

with numerous avenues of approach. Further, this topic will continue to be relevant given 

the seismic shifts which appear to be developing in the global distribution of power and 

influence among the World Bank’s member-states. As historical recipient countries like 

China and Russia step into the power vacuum, which appears to be forming in the wake 

of the West’s domestic political turmoil, what will happen to the World Bank and the 

billions of dollars’ worth of aid it distributes each year?  
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 (7.4) Challenges for the World Bank  

 Looking ahead, the greatest challenge for the World Bank will likely not stem 

from struggles to maintain autonomy from its historically dominant members (the G5 

countries of the United States, Japan, Germany, the United Kingdom, and France); rather, 

the Bank’s most pressing challenge will be to maintain its global dominance as the 

World’s leading development institution. Much of the debate around the World Bank’s 

lending behavior has traditionally centered on the question of whether the Bank is an 

independent actor or a tool of Western foreign policy. The evidence provided in this 

study shows that neither extreme is accurate, instead, the truth falls somewhere in 

between. There is significant evidence that, during the 1990s and early 2000s, countries 

with closer geostrategic ties to the Bank’s most powerful donors, countries like the 

United States, Japan, and the United Kingdom, received much more aid than the average 

Bank client. However, measures designed to capture donor influence only account for a 

portion of the observed variation in the Bank’s lending activities. It turns out that political 

influence related to donor-borrower relations accounts for only about one-fifth of the 

factors which impact the Bank’s decision-making process.  

 Despite the confirmation of donor influence, the greatest problem facing the 

World Bank in the future is likely unrelated to Western political influence. The more 

pressing concern for the Bank is how to maintain relevance in a world in which its largest 

clients increasingly no longer require development aid. As countries such as Argentina, 

Brazil, China, and Turkey continue to experience economic growth and development, at 

some point in the near future they will likely no longer require access to the Bank’s 

investment capital. If the Bank were to lose such clients, its investment portfolio would 
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shrink dramatically, along with its global influence. To avoid such an outcome, the Bank 

must begin to diversify its investment decisions toward smaller less productive 

economies. In addition to the prospect of tying its future to clients, which increasingly 

have little need for its services, the Bank’s over-investment in a small handful of 

relatively affluent countries risks undermining its credibility and reputation as an 

institution committed to working for the world’s most impoverished.  

 These tensions are exacerbated by increased competition in the development 

community. The creation of the Asian Infrastructure Investment Bank (AIIB) in 2016, 

represents a potential rival to the World Bank. To the extent that the World Bank 

continues to be viewed as a Western institution, which tends to prioritize relatively 

affluent countries at the expense of poor ones, many countries may flock to alternative 

sources of investment capital. This possibility combined with the eventual “graduation” 

of many of the Bank’s largest clients signals a looming structural shift in the demand for 

World Bank services. To a certain extent, the Bank is aware of such trends and has gotten 

out ahead of them by diversifying the types of services it offers, focusing greater 

attention on technical assistance and advisory services. Yet, the fact remains that the 

provision of investment capital is the Bank’s chief commodity. Unless the World Bank 

moves to foster deeper relations with a greater number of clients, rather than focusing 

most of its resources into a small number of large clients, it risks becoming irrelevant. 

The Bank has the resources, expertise, and scale to continue to be a significant positive 

influence in the lives of millions around the World. Yet surprisingly, the greatest threat to 

this influence comes not from Western political manipulation, but from the Bank itself.  
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APPENDIX A 

CHAPTER 2 APPENDIX 

UN Vote Data Creation process:  

Voeten’s affinity data is unbalanced in terms of its coverage. The data is more robust for dyadic 

comparisons with the US, but much less so for the other top five donors. As such, it is necessary 

to create new affinity scores based on the raw UN voting data. The following instructions specify 

the recoding process used to create the average affinity scores used in this study.  

1.) Start with Voeten’s UN Vote data, which lists raw information on every vote taken at the UN 

by country and year.  

http://thedata.harvard.edu/dvn/dv/Voeten/faces/study/StudyPage.xhtml?globalId=hdl:1902.1/123

79 

2.) Drop all observations prior to 1990.  

3.) Format the data to compare how each country voted relative to the US, JP, GR, UK, and FR.  

4.) Recode Voeten’s raw data on Vote: 

1 “yes” = 1 

2 “Abstain”= 20 

3 “No” = 3 

8 “Absent” = 80 

9 “Not a member”= 90 

5.) Create new raw affinity scores: 

• Add together the vote outcome for each dyad, for every UN resolution that came up for a 

vote. Repeat this process for each of the Bank’s top five (US, JP, GR, UK, and FR). This 

process yields the following possible combined outcomes:  

 

 

 

http://thedata.harvard.edu/dvn/dv/Voeten/faces/study/StudyPage.xhtml?globalId=hdl:1902.1/12379
http://thedata.harvard.edu/dvn/dv/Voeten/faces/study/StudyPage.xhtml?globalId=hdl:1902.1/12379
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Full Agreement 2, 40, 6 

Partial/half agreement 21,23 

Disagreement 4 

One or both countries was either 

absent or not a member 
81,83,91,93,100,110,160,170,180 

 

6.) Drop all observations of (81,83,91,93,100,110,160,170,180),  

 

7.)  Recode the remaining observations according to the following scheme: 

 

Full Agreement [2, 40, 6] = 2 “Agree” 

Partial Agreement [21,23] = 1 “Half” 

Complete Disagreement [4] = 0 “Disagree” 

 

-See blemings UN Vote Data recode (2.5)  

 

 

8.) Create average affinity scores for each country-year by adding the total level of agreement 

between the voting behavior of two countries and then dividing it by the total number votes for 

which both countries voted.  

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑎𝑓𝑓𝑖𝑛𝑖𝑡𝑦 =  
𝑡𝑜𝑡𝑎𝑙 𝑎𝑔𝑟𝑒𝑒𝑚𝑒𝑛𝑡 (𝑏𝑦 𝑦𝑒𝑎𝑟)

𝑡𝑜𝑡𝑎𝑙 𝑠ℎ𝑎𝑟𝑒𝑑 𝑣𝑜𝑡𝑒𝑠 (𝑏𝑦 𝑦𝑒𝑎𝑟)
 

 

Affinity = Average similarity of votes between a country and the specified donor-country for a 

given year. Affinity is measured on a scale from 0-2, with 0 corresponding to complete 

disagreement, 1 corresponding to agreeing half of the time, and 2 corresponding complete 

agreement.  

 

Differences between Voeten and Blemings data:  

• Blemings data has greater coverage  

Blemings data 0-2 rather than 0-1, as abstains are coded as 1 rather than .5 
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APPENDIX B 

CHAPTER 3 APPENDIX  

 

Figure 1b: Comparison of the Distributions of Absolute and per capita Measures of Aid  

 
On the left-hand side, we see the image presented in section 3.1, which identifies the IBRD’s top 

beneficiaries and highlights the skewed nature of the IBRD’s investment portfolio. On the right-hand side, 

we the same illustration but using a per capita measure of aid. Here we can see that utilizing a per capita 

measure of the amount of aid countries receive obscures the most basic patterns in the IBRD’s loan 

portfolio. Countries with extremely large populations seem far less important than they truly are, while 

very small countries appear more significant. For example, small countries like Tunisia, Lebanon, and 

Panama appear to have greater significance at the IBRD, when in reality they collectively received only 

1.8% of the agency’s total funding.  In comparison, China alone captured 9% of the IBRD’s total 

resources.  

 

Figure 2b: The Relationship between IBRD Lending and UK Imports  
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Table 1b: Regression Results as Reported in Chapter 3 (Absolute Measure of Aid)  

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

VARIABLES Sample I  Sample I Sample II Sample II 

     

ln_population 7.576e+07 -1.179e+08 7.286e+07 -3.011e+07 

 (6.300e+07) (1.707e+08) (4.806e+07) (3.488e+08) 

ln_GDP -7.344e+06 6.075e+07 4.360e+07 -7.568e+07 

 (7.240e+07) (1.807e+08) (6.832e+07) (3.167e+08) 

ln_income 6.513e+07 2.614e+07 3.722e+07 -1.485e+07 

 (5.672e+07) (7.366e+07) (4.384e+07) (1.271e+08) 

gdpgrowthrate -1.178e+06 -1.319e+06 2.595e+06 995,379 

 (2.461e+06) (1.634e+06) (2.583e+06) (2.465e+06) 

life_ex -1.764e+06 3.866e+06 -5.665e+06 -2.212e+07 

 (2.306e+06) (8.609e+06) (3.759e+06) (2.919e+07) 

infant_mor -70,664 -6.918e+06*** -1.559e+06** -2.201e+07 

 (938,135) (1.542e+06) (746,357) (1.365e+07) 

savings -1.421e+06** -167,099 -1.270e+06* 2.791e+06 

 (561,925) (629,436) (709,011) (1.727e+06) 

ln_FDI 137,113 6.606e+06 0.00672 -0.00621* 

 (1.892e+06) (7.841e+06) (0.00474) (0.00377) 

Control_Corruption   -1.416e+08 -7.051e+07 

   (9.808e+07) (7.705e+07) 

Stability   3.503e+06 7.770e+07 

   (3.042e+07) (5.979e+07) 

Reg_Qual   -4.799e+06 1.263e+08 

   (5.374e+07) (8.649e+07) 

Rule_of_Law   6.810e+07 3.962e+07 

   (1.205e+08) (1.457e+08) 

polity   193,961 4.874e+06 

   (2.867e+06) (4.990e+06) 

usexports 42,331*** 31,049*** 28,542*** 33,510 

 (7,256) (8,206) (11,056) (34,682) 

jpexports -40,281*** -24,806*** -38,534*** 7,974 

 (6,147) (5,499) (7,608) (11,755) 

grexports -19,966 19,137* 3,052 43,323** 

 (17,320) (9,931) (19,028) (21,915) 

ukexports 70,185 -63,131 42,244 -138,562 

 (55,983) (66,632) (56,626) (95,821) 

frexports -9,226 -25,871 43,859 -34,685 

 (35,688) (23,597) (33,162) (47,630) 

usimports -20,976*** -16,862*** -13,150** -17,729 

 (3,560) (4,452) (6,301) (11,397) 

jpimports 44,091*** 6,909 39,160*** 4,422 

 (6,833) (6,638) (12,053) (14,023) 

grimports 2,039 -27,632* -31,487** -40,675* 

 (22,191) (15,642) (14,825) (21,752) 

ukimports 38,647** 96,912*** 51,905* 69,992** 

 (18,339) (19,415) (28,910) (29,503) 
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Table 1b Continued 

frimports 106,647** 69,190** 6,052 43,378** 

 (41,968) (27,063) (33,879) (17,470) 

usaid -116,655 -147,673 -162,914 -200,440 

 (73,281) (128,556) (163,732) (193,707) 

jpaid 382,036** -120,029 209,492 -148,863 

 (148,730) (94,291) (188,031) (191,215) 

graid 367,495 303,928 317,007 707,490 

 (414,174) (236,086) (763,263) (560,604) 

ukaid 106,535 126,217 157,439 -116,039 

 (253,995) (158,286) (402,029) (283,148) 

fraid -338,826** -130,817 -397,956** -100,138 

 (144,278) (90,624) (198,046) (194,629) 

usaffinity 2.086e+08*** 2.337e+08*** 3.639e+08*** 2.326e+08 

 (7.304e+07) (3.968e+07) (1.405e+08) (1.474e+08) 

jpaffinity -5.628e+07 1.848e+08 3.671e+08 8.478e+08 

 (2.951e+08) (1.251e+08) (6.271e+08) (7.074e+08) 

graffinity -5.295e+07 -1.543e+08 2.455e+08 -2.356e+08 

 (3.581e+08) (1.822e+08) (8.484e+08) (8.501e+08) 

ukaffinity -1.877e+08 -2.728e+08 -4.990e+08 -2.399e+08 

 (3.573e+08) (1.862e+08) (1.174e+09) (1.181e+09) 

fraffinity 1.144e+08 9.377e+07 -1.084e+08 -6.884e+08 

 (4.354e+08) (2.849e+08) (1.044e+09) (9.871e+08) 

alliance1us 1.144e+08*** -3.237e+08*** 1.077e+08** 1.606e+09** 

 (3.625e+07) (9.617e+07) (4.945e+07) (8.036e+08) 

midt5 -3.140e+08*** -2.511e+08*** -2.579e+08 -2.521e+08* 

 (9.065e+07) (4.414e+07) (1.971e+08) (1.528e+08) 

bmidt5 5.684e+07 3.731e+07 3.082e+07 -3.000e+07 

 (6.973e+07) (8.315e+07) (5.751e+07) (9.502e+07) 

lag1_valueibrd  0.153**  0.0668 

  (0.0619)  (0.128) 

lag3_valueibrd  -0.162*  -0.156 

  (0.0967)  (0.140) 

Fixed Effects   Yes  Yes 

     

Constant -1.240e+09*** 2.672e+08 -2.370e+09*** 4.678e+09 

 (4.711e+08) (1.914e+09) (8.020e+08) (4.625e+09) 

     

Observations 1,274 1,067 934 718 

Countries 59 59 73 73 

R-squared 0.476 0.632 0.446 0.635 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 2b: Regression Results for the Base Model Without Outliers  

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

VARIABLES Sample I  Sample I Sample II Sample II 

     

ln_population -2.139e+07 -1.304e+08 3.784e+07*** -1.267e+08 

 (3.214e+07) (9.256e+07) (1.335e+07) (1.366e+08) 

ln_GDP 6.826e+07** 1.118e+08* 4.889e+07*** -7.174e+07 

 (3.452e+07) (5.891e+07) (1.490e+07) (1.657e+08) 

ln_income -5.161e+07* -5.178e+06 -1.294e+07 3.123e+07 

 (2.908e+07) (3.370e+07) (9.181e+06) (6.528e+07) 

gdpgrowthrate -3.114e+06*** -3.618e+06*** -3.164e+06 -2.075e+06 

 (902,357) (1.132e+06) (2.038e+06) (1.781e+06) 

life_ex -736,770 -940,226 -7.307e+06*** -3.938e+07** 

 (1.013e+06) (3.438e+06) (1.548e+06) (2.005e+07) 

infant_mor -1.559e+06*** -2.413e+06** -3.449e+06*** -1.865e+07*** 

 (309,488) (1.104e+06) (561,668) (6.949e+06) 

savings -572,426* -80,864 458,659 1.193e+06 

 (314,292) (421,797) (495,821) (1.446e+06) 

Ln_FDI 5.812e+06 -0.00148 -1.477e+06* -1.615e+06** 

 (4.143e+06) (0.00408) (837,777) (734,348) 

Control_Corruption   -6.459e+07** -8.254e+07 

   (2.894e+07) (7.078e+07) 

Stability   -1.781e+07 -525,505 

   (1.269e+07) (1.913e+07) 

Reg_Qual   4.816e+07** 7.933e+07 

   (2.058e+07) (5.284e+07) 

Rule_of_Law   3.258e+07 6.344e+07 

   (3.423e+07) (5.935e+07) 

polity   -1.380e+06 3.371e+06 

   (1.632e+06) (3.418e+06) 

usexports 28,690*** 31,052*** 32,170*** 14,696 

 (5,036) (8,914) (11,804) (24,471) 

jpexports -2,874 -30,701*** -4,433 10,571** 

 (2,445) (6,649) (4,391) (5,375) 

grexports 40,423*** 22,228 33,408*** 28,363 

 (10,283) (15,479) (12,316) (18,321) 

ukexports -76,841*** -57,367 -64,251 -2,802 

 (28,180) (50,742) (39,908) (85,759) 

frexports -35,600*** -28,040 -36,352** -34,233 

 (12,020) (22,344) (17,970) (58,599) 

usimports -9,761*** -9,683*** -11,406*** -5,073 

 (1,829) (2,253) (3,342) (5,270) 

jpimports -11,246** 521.0 -13,048*** -14,363*** 

 (4,392) (6,308) (3,152) (5,357) 
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Table 2b Continued 

grimports -47,304*** -18,587 -38,586*** -25,579* 

 (9,853) (23,753) (9,236) (13,448) 

ukimports 50,363*** 49,276** 29,498*** 2,406 

 (13,359) (19,365) (8,555) (25,561) 

frimports 63,596*** 43,452* 52,545*** 37,163 

 (12,785) (23,771) (13,237) (35,945) 

usaid 111,570 32,115 220,610** -3,233 

 (83,228) (127,699) (86,928) (105,846) 

jpaid 98,789** 3,218 11,190 14,980 

 (47,593) (53,077) (176,750) (138,809) 

graid -175,261 -123,633 -239,932 -212,888 

 (189,446) (185,916) (200,029) (225,574) 

ukaid 32,480 71,240 -24,911 -24,919 

 (95,572) (94,554) (136,073) (167,045) 

fraid 67,274 37,567 161,439 232,233 

 (58,886) (56,042) (140,443) (154,132) 

usaffinity 1.001e+08*** 1.227e+08*** 1.529e+08*** 2.830e+08*** 

 (3.517e+07) (3.662e+07) (3.404e+07) (5.557e+07) 

jpaffinity -1.797e+07 -3.647e+07 2.894e+08 3.079e+08 

 (1.251e+08) (1.025e+08) (2.019e+08) (2.912e+08) 

graffinity 4.431e+07 1.248e+08 2.366e+07 1.685e+08 

 (1.749e+08) (1.481e+08) (1.857e+08) (3.732e+08) 

ukaffinity -3.775e+06 1.721e+07 -1.165e+08 -6.405e+07 

 (1.643e+08) (1.318e+08) (2.421e+08) (3.778e+08) 

fraffinity -1.351e+08 -1.940e+08 -2.516e+08 -4.452e+08 

 (2.223e+08) (1.861e+08) (1.934e+08) (2.991e+08) 

alliance1us -1.523e+06 -1.916e+08 -2.933e+07* 1.357e+09*** 

 (1.834e+07) (2.035e+08) (1.616e+07) (3.265e+08) 

midt5 -6.905e+07* -1.174e+08** -3.697e+07 3.765e+07 

 (3.910e+07) (5.075e+07) (8.778e+07) (3.325e+07) 

bmidt5 -4.816e+07 -3.087e+07 -1.341e+07 2.986e+07 

 (3.419e+07) (3.434e+07) (5.013e+07) (7.162e+07) 

lag1_valueibrd  0.145***  -0.0159 

  (0.0509)  (0.0849) 

lag3_valueibrd  -0.101**  0.00176 

  (0.0514)  (0.0519) 

Fixed Effects   Yes  Yes 

     

Constant -6.884e+08*** -2.027e+08 -1.008e+09*** 6.388e+09** 

 (1.574e+08) (1.425e+09) (2.463e+08) (2.746e+09) 

     

Observations 1,076 972 843 648 

R-squared 0.219 .351 .220 0.394 

Countries 52 52 66 66 

Panel corrected standard errors in parentheses (*** p<0.01, ** p<0.05, * p<0.1) 
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Table 3b: Regression Results for Alternative Specification 1 (Per Capita Measure of Aid)  

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

VARIABLES Sample I  Sample I Sample II Sample II 

     

ln_GDP 0.905 1.841 1.253** 11.67 

 (0.634) (6.491) (0.503) (16.50) 

ln_income 2.968*** 1.429 1.263 -2.549 

 (0.970) (3.198) (1.098) (5.796) 

gdpgrowthrate -0.142 -0.316** -0.215** -0.339*** 

 (0.156) (0.143) (0.103) (0.112) 

life_ex 0.0237 -0.404 -0.103 0.967 

 (0.245) (0.585) (0.162) (1.195) 

infant_mor -0.0618 -0.277 -0.136*** -0.330 

 (0.0846) (0.201) (0.0385) (0.323) 

savings -0.0927*** 0.00187 -0.0659* -0.0557 

 (0.0298) (0.0816) (0.0343) (0.158) 

Ln_FDI -0.0437 -0.0365 -0.286** -0.524*** 

 (0.184) (0.214) (0.112) (0.145) 

Control_Corruption   -0.139 0.157 

   (3.365) (3.513) 

Stability   2.065* -0.0887 

   (1.245) (1.991) 

Reg_Qual   2.461 8.158** 

   (1.499) (3.969) 

Rule_of_Law   -1.689 8.765** 

   (3.244) (4.168) 

polity   -0.0117 -0.241 

   (0.184) (0.154) 

usexports 0.000235 0.000312 -6.68e-05 -0.000252 

 (0.000147) (0.000237) (8.38e-05) (0.000317) 

jpexports -9.21e-05 -0.00104*** -6.54e-05 0.000215 

 (0.000107) (0.000305) (0.000117) (0.000343) 

grexports -3.84e-05 4.39e-05 0.000704* 0.000355 

 (0.000474) (0.000470) (0.000360) (0.000353) 

ukexports -0.00371 -0.00284 -0.00230* 0.00136 

 (0.00243) (0.00228) (0.00129) (0.00238) 

frexports 2.76e-05 -0.000758 -0.000995 -0.00134 

 (0.000725) (0.00102) (0.000659) (0.00228) 

usimports -0.000167* -0.000179 3.86e-05 0.000214* 

 (9.33e-05) (0.000138) (4.81e-05) (0.000116) 

jpimports -0.000137 0.000350 -0.000162 -0.000270 

 (0.000222) (0.000323) (0.000133) (0.000243) 

grimports 2.32e-05 0.000656 -0.00140*** -8.88e-05 

 (0.000775) (0.00105) (0.000399) (0.000485) 

ukimports 0.00132 0.00116 0.000939*** -0.00219*** 

 (0.000931) (0.00135) (0.000325) (0.000585) 
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Table 3b Continued  
 

frimports 0.00129* 0.00126 0.00256*** 0.00107 

 (0.000745) (0.00131) (0.000368) (0.00121) 

usaid 0.00288* 0.00427 0.0112** 0.00848 

 (0.00166) (0.00460) (0.00480) (0.00841) 

jpaid 0.00164 -0.00118 -0.000548 -0.00239 

 (0.00174) (0.00190) (0.00215) (0.00218) 

graid -0.00628 -0.00151 -0.0124 -0.00892 

 (0.0132) (0.0224) (0.0137) (0.0135) 

ukaid 0.00519 -0.00300 0.00200 -0.00240 

 (0.00612) (0.0106) (0.00771) (0.00840) 

fraid -0.000756 0.00472 0.00603 0.0104** 

 (0.00514) (0.00441) (0.00380) (0.00503) 

usaffinity 8.941 11.79** 14.66*** 19.26*** 

 (5.773) (6.006) (3.509) (5.388) 

jpaffinity 13.35 7.084 32.28** 60.77*** 

 (15.58) (17.63) (15.31) (17.26) 

graffinity -9.858 -1.460 -1.203 -29.26 

 (17.98) (20.98) (16.66) (21.50) 

ukaffinity -8.294 -8.559 43.74*** 63.11** 

 (17.63) (18.81) (14.84) (25.16) 

fraffinity 1.018 -4.404 -77.83*** -102.4*** 

 (22.43) (26.32) (11.83) (27.35) 

alliance1us 1.239 -11.82 2.612* -87.64* 

 (1.861) (15.22) (1.524) (52.50) 

midt5 -4.114** -2.726 -4.612*** -6.541** 

 (2.029) (2.484) (1.680) (2.656) 

bmidt5 0.895 -0.309 4.243*** 2.619 

 (1.542) (1.688) (1.378) (3.591) 

lag1_PC_Aid  -0.00125  -0.0600 

  (0.161)  (0.0570) 

lag3_PC_Aid  -0.0790  -0.107** 

  (0.0692)  (0.0498) 

     

Fixed Effects   Yes   Yes 

     

Constant -34.85* -13.07 -20.73 -287.8 

 (20.41) (136.7) (17.51) (421.7) 

     

Observations 1,274 1,105 934 718 

Countries 59 59 73 73 

R-squared 0.093 0.227 0.108 0.368 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 4b: Regression Results for Alternative Specification 2 (Log Aid w. TwoPM)  

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

VARIABLES logit regress logit regress 

     

ln_population 0.290 0.614*** -0.303 0.361* 

 (0.267) (0.171) (0.276) (0.209) 

ln_GDP -0.0151 0.293* 0.875*** 0.306 

 (0.268) (0.175) (0.293) (0.254) 

ln_income 0.180 0.471*** 0.702*** 0.215 

 (0.247) (0.162) (0.269) (0.213) 

gdpgrowthrate -0.0153 0.0126 -0.000371*** -2.14e-05 

 (0.0172) (0.0107) (4.88e-05) (4.43e-05) 

savings -0.00717 -0.00987** -0.0153* -0.00793 

 (0.00662) (0.00422) (0.00805) (0.00709) 

Ln_FDI -0.0124 -0.00704 0.00104 -0.0128 

 (0.0115) (0.00808) (0.0185) (0.0134) 

Control_Corruption   -0.596* 0.152 

   (0.343) (0.260) 

Stability   -0.154 -0.000539 

   (0.173) (0.128) 

Reg_Qual   0.666** -0.0156 

   (0.277) (0.197) 

Rule_of_Law   0.309 -0.308 

   (0.395) (0.308) 

polity   -0.0311 0.0266 

   (0.0225) (0.0174) 

Ln_usexports 0.196** -0.0732 0.178* -0.00861 

 (0.0782) (0.0666) (0.0952) (0.0981) 

Ln_jpexports 0.0879* 0.0599 -0.0895 -0.0528 

 (0.0498) (0.0521) (0.0715) (0.0773) 

Ln_grexports 0.241* 0.108 0.192 -0.150 

 (0.129) (0.104) (0.169) (0.153) 

Ln_ukexports -0.0162 -0.230** 0.0979 0.153 

 (0.0968) (0.0941) (0.119) (0.140) 

Ln_frexports 0.192** 0.0551 -0.0105 0.133 

 (0.0887) (0.0708) (0.116) (0.107) 

Ln_usimports -0.0251 -0.0749** -0.0816 -0.0548 

 (0.0374) (0.0349) (0.0702) (0.0829) 

Ln_jpimports -0.0861** 0.00978 0.0438 0.0133 

 (0.0383) (0.0285) (0.0618) (0.0447) 

Ln_grimports -0.0257 0.0160 0.122 0.214** 

 (0.0750) (0.0653) (0.121) (0.102) 

Ln_ukimports -0.0959 -0.0175 -0.223*** -0.00823 

 (0.0592) (0.0491) (0.0822) (0.0712) 

Ln_frimports -0.112* -0.0472 -0.131 -0.0752 

 (0.0599) (0.0597) (0.0820) (0.100) 

Ln_usaid -0.0370*** 0.00146 -0.0303* 0.00614 

 (0.0102) (0.00580) (0.0159) (0.00963) 

Ln_jpaid 0.0147 -0.0121* -0.0142 -0.0152* 

 (0.0109) (0.00635) (0.0127) (0.00795) 

Ln_graid 0.00497 -0.0140 -0.0109 -0.00722 

 (0.0140) (0.00861) (0.0173) (0.0111) 

Ln_ukaid 0.0234* 0.00860 0.00894 0.00856 

 (0.0127) (0.00859) (0.0158) (0.0111) 
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Table 4b Continued  
 

Ln_fraid 0.0243* 0.000907 0.0480*** 0.0220* 

 (0.0127) (0.00810) (0.0173) (0.0119) 

usaffinity 0.622 0.606* 0.531 1.646*** 

 (0.442) (0.325) (0.554) (0.468) 

jpaffinity 0.246 0.559 3.050* 1.563 

 (1.607) (1.087) (1.799) (1.407) 

graffinity -1.638 -0.0165 1.001 3.493** 

 (1.595) (1.000) (2.347) (1.738) 

ukaffinity -2.691** -1.461* -3.895 -0.856 

 (1.363) (0.838) (2.942) (2.149) 

fraffinity 3.281* -0.241 0.753 -5.465** 

 (1.932) (1.223) (3.004) (2.287) 

alliance1us 0.762*** 0.157 0.370 0.110 

 (0.218) (0.146) (0.275) (0.224) 

midt5 -0.235 -1.134*** -0.221 -0.900*** 

 (0.472) (0.259) (0.521) (0.309) 

bmidt5 0.232 0.112 0.266 0.0866 

 (0.326) (0.184) (0.324) (0.206) 

Constant -7.347** 0.0611 -23.51*** 3.091 

 (2.940) (2.086) (4.074) (3.471) 

     

Observations 1,257 1,257 934 934 

Pseudo R-Squared  .292  .191  

Adjusted R-squared   .635  .477 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

 

Methodological Note 1: alternative specification 2 introduces a log version of the annual 

value of aid, Ln_ValueIBRD. Normally, logarithmic transformations omit zero 

observations; however, non-events are important features of the Bank’s investment 

portfolio. As such, zero observations on the dependent variable have been converted to 

incredibly small positive values—in this case, a fraction of a cent (.0001). This allows the 

zero observations to be retained during the logarithmic transformation. Once the dependent 

variable is transformed into a logarithmic scale the difference between zero and real value 

observations is exacerbated dramatically (refer to figure 4b for details). Given the non-

leaner distribution of Ln_ValueIBRD, it is necessary to employ a different statistical model. 

The variable Ln_ValueIBRD suffers from the same zero-point clustering which 

characterizes the distribution of MIGA aid (see chapter 6 for details), as such, it necessary 
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to employ a two-stage model. The first portion of the two-stage framework estimates 

whether an observation falls along the horizontal axis (right-hand side of figure 4b), while 

the second portion of the analysis predicts an observations’ position in the upper 

distribution (right-hand side of figure 4b). Columns (1 & 2) pertain to Sample I, while 

columns (3 & 4) apply to sample II. Specifications (1 & 3) use a logit estimation technique 

to determine whether an observation is a non-event or a real value. Specifications (2 & 4) 

utilize OLS regression analysis to estimate the relationship between the explanatory 

variables and Ln_ValueIBRD. 

Figure 4b: Demonstration of the Log Transformation of the Value of Aid (with Zero Obs.) 

The left-hand side shows the distribution of the main dependent variable, value of aid. The right-hand side 

shows the distribution of the logged value of aid, with non-events preserved.  

Figure 5b: The Log Transformation of the Dependent Variable (without Zero Obs.) 
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*This illustration shows the distribution of the logged value of aid without the non-events (zero 

observations), as a way to more accurately gauge the pattern presented in the right-hand side of Figure 4b.   

Table 5b: Regression Results for the Base Model Comparing Across Time  

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

VARIABLES 1990s 1990s 2000s 2000s 

     

ln_population -1.622e+08* -4.685e+08 1.804e+08** -6.704e+08* 

 (8.611e+07) (6.071e+08) (7.951e+07) (3.702e+08) 

ln_GDP 2.167e+08** 5.891e+08 -1.158e+08 2.070e+08 

 (9.265e+07) (4.110e+08) (9.207e+07) (2.033e+08) 

ln_income -8.735e+07 -2.820e+08* 1.150e+08 7.343e+06 

 (8.951e+07) (1.707e+08) (7.799e+07) (8.583e+07) 

gdpgrowthrate -5.810e+06 -1.126e+07*** 3.301e+06 1.900e+06 

 (4.046e+06) (4.150e+06) (3.301e+06) (2.168e+06) 

life_ex 3.790e+06 2.008e+07 -2.374e+06 -1.053e+07 

 (7.519e+06) (1.765e+07) (2.813e+06) (2.669e+07) 

infant_mor 2.751e+06* 8.630e+06 -1.110e+06 -1.560e+07*** 

 (1.507e+06) (1.018e+07) (1.015e+06) (4.790e+06) 

savings -2.168e+06** -377,289 -991,785 265,831 

 (932,145) (2.160e+06) (612,441) (716,738) 

FDI 0.0184 0.00141 0.00442 -0.00587* 

 (0.0122) (0.0134) (0.00421) (0.00321) 

usexports 51,662*** 57,770** 33,906*** 34,328** 

 (11,956) (28,963) (8,591) (15,755) 

jpexports -39,596* -164,160*** -35,606*** -13,360 

 (20,957) (48,910) (6,680) (14,043) 

grexports -2,326 -59,904 -21,699 33,600* 

 (57,656) (78,611) (21,698) (19,586) 

ukexports -272,364** 171,230 145,226** -159,495 

 (115,476) (170,547) (72,755) (136,387) 

frexports 108,718 210,799* -901.2 -32,766 

 (112,969) (123,592) (43,655) (49,645) 

usimports -30,137*** -36,278** -16,122*** -15,226** 

 (10,007) (17,688) (4,132) (6,602) 

jpimports 48,088*** 43,602 33,177*** 15,134 

 (16,511) (47,433) (6,327) (9,772) 

grimports -7,192 -101,172 5,212 -13,733 

 (54,656) (108,905) (27,734) (28,886) 

ukimports 207,659 455,089** 24,711 58,457* 

 (150,071) (184,514) (23,331) (31,209) 

frimports 21,164 -26,768 64,322 35,375 

 (108,778) (145,629) (52,679) (56,123) 

usaid -118,237* 106,044 -150,471 -150,605 

 (61,275) (530,518) (131,792) (158,351) 

jpaid 640,009*** 151,938 69,874 -288,721 

 (119,435) (236,280) (172,866) (216,447) 
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graid 224,192 -12,554 70,732 772,453 

 (277,946) (403,177) (530,226) (529,698) 

ukaid 2.056e+06 -1.227e+06 162,194 -54,671 

Table 5b Continued  

 (1.283e+06) (1.640e+06) (330,553) (332,571) 

fraid -376,513** 282,906 -193,698 -175,413 

 (170,392) (228,905) (175,778) (176,584) 

usaffinity -1.553e+07 -5.172e+07 2.210e+08* 2.276e+08** 

 (1.458e+08) (1.685e+08) (1.214e+08) (1.018e+08) 

jpaffinity -4.267e+08 -7.861e+07 -504,603 5.101e+08 

 (4.603e+08) (4.824e+08) (3.724e+08) (3.567e+08) 

graffinity 3.718e+08 -5.485e+07 1.669e+08 -4.021e+06 

 (6.507e+08) (7.813e+08) (5.421e+08) (4.493e+08) 

ukaffinity 1.224e+08 -4.922e+08 -6.325e+08 -1.823e+08 

 (5.042e+08) (7.232e+08) (8.260e+08) (6.187e+08) 

fraffinity 3.980e+06 7.444e+08 1.633e+08 -5.704e+08 

 (8.149e+08) (1.220e+09) (7.922e+08) (5.919e+08) 

alliance1us 5.387e+07 9.997e+07 1.658e+08*** -3.359e+09* 

 (3.475e+07) (2.369e+08) (4.127e+07) (1.732e+09) 

midt5 -4.420e+08 -8.885e+08 -2.731e+08** -1.803e+08* 

 (3.766e+08) (6.232e+08) (1.135e+08) (9.334e+07) 

bmidt5 3.327e+07 -5.966e+07 9.061e+07 -8.761e+07 

 (9.723e+07) (1.159e+08) (8.731e+07) (1.028e+08) 

lag1_valueibrd  -0.210  0.0773 

  (0.210)  (0.149) 

lag3_valueibrd  0.0419  -0.233** 

  (0.184)  (0.0975) 

     

Fixed Effects  Yes   Yes  

Constant -2.188e+09*** -6.721e+09 -5.915e+08 7.859e+09* 

 (6.077e+08) (1.577e+10) (5.781e+08) (4.275e+09) 

     

Observations 570 401 704 704 

R-squared 0.596 0.777 0.475 0.662 

Countries 58 58 59 59 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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APPENDIX C 

CHAPTER 4 APPENDIX 

Figure 1c: Voting Behavior of the Bank’s Top Donors at UN General Assembly  

This illustration summarizes the voting behavior of the Bank’s top five donors at the UN during the period 

between 1990 through 2012. Here we can see that the United States voted in favor of only roughly 20% of 

all resolutions to come before the General Assembly. In contrast, the Bank’s other donors vote in support 

UN resolution much more frequently. UN voting data is taken from Stezhner and Voeten (2013). 
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Table 1c: Regression Results as Reported in Chapter 4 (Absolute Measure of Aid) 

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

VARIABLES Sample I  Sample I Sample II Sample II 

     

Ln_Population 6.515e+07*** -3.497e+07 9.893e+07** -3.437e+07 

 (1.117e+07) (6.595e+07) (4.956e+07) (1.635e+08) 

Ln_GDP -3.480e+07*** 8.812e+07** -3.310e+07 3.346e+08*** 

 (1.303e+07) (4.274e+07) (2.154e+07) (1.153e+08) 

Ln_Income 1.489e+07 -1.425e+07 4.835e+06 -7.640e+07 

 (1.277e+07) (1.816e+07) (2.324e+07) (5.433e+07) 

GDPGrowthRate 1.706e+06** 1.492e+06** 2.018e+06* 2.087e+06 

 (697,727) (594,194) (1.156e+06) (1.330e+06) 

Life_Ex 3.078e+06** 1.383e+06 4.731e+06 7.919e+06 

 (1.294e+06) (1.802e+06) (4.905e+06) (1.067e+07) 

Infant_Mor 262,719 -1.267e+06** 632,913 -141,947 

 (270,597) (622,475) (832,360) (2.904e+06) 

Savings -315,325 -1.056e+06** -166,389 -2.612e+06*** 

 (218,188) (441,883) (819,941) (897,635) 

Ln_FDI 1.843e+06*** 835,255 2.631e+06*** 1.208e+06 

 (611,887) (677,170) (584,930) (842,982) 

Control_Corruption   7.445e+07 2.108e+07 

   (6.141e+07) (9.577e+07) 

Stability   3.629e+07 -2.177e+07 

   (2.927e+07) (4.541e+07) 

Reg_Qual   5.033e+06 -1.852e+07 

   (2.803e+07) (7.776e+07) 

Rule_of_Law   -6.740e+07 -2.383e+07 

   (5.940e+07) (6.373e+07) 

polity   5.314e+06 -8.950e+06 

   (4.688e+06) (1.976e+07) 

USExports 14,090 39,875** 12,598 74,455*** 

 (15,790) (18,930) (17,001) (15,020) 

JPExports -31,716** -8,733 -19,403 -35,092** 

 (14,391) (19,721) (15,406) (17,532) 

GRExports -28,789 -38,824 -8,293 -49,597** 

 (23,094) (27,454) (29,585) (22,481) 

UKExports 168,926*** 170,103 82,366 209,439** 

 (61,347) (114,731) (81,520) (96,804) 

FRExports -52,953 -36,169 -30,415 -145,701 

 (52,789) (86,386) (59,338) (89,874) 

USImports -17,015*** -8,698 -13,437* -5,278 

 (3,572) (5,543) (7,983) (14,299) 

JPImports -5,365 15.04 -9,818* 14,710* 

 (4,979) (8,037) (5,782) (7,661) 

GRImports 124,485*** 28,219 52,845 47,863 

 (28,913) (30,698) (50,220) (40,172) 

UKImports -4,681 -9,297 35,263 -38,567 

 (25,292) (29,643) (55,693) (49,424) 

FRImports 55,460* 22,891 73,523** -5,147 

 (30,801) (35,015) (31,298) (52,948) 

USAid -22,521 187,586* -40,559 86,787 

 (69,623) (103,704) (150,051) (81,253) 

JPAid 257,433*** 214,903** 353,918*** 311,045*** 

 (67,269) (90,657) (123,045) (62,706) 

GRAid -130,185 161,128 -200,467 713,956*** 
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Table 1c Continued  

 
 (184,653) (199,529) (233,725) (257,025) 

UKAid 366,220** -29,515 379,121* -425,952* 

 (148,038) (149,496) (222,269) (258,814) 

FRAid -80,377 -61,116 -223,482*** -148,653* 

 (72,842) (75,708) (71,656) (87,449) 

USAffinity -1.011e+07 6.709e+07** 3.630e+07 1.303e+08* 

 (2.425e+07) (2.751e+07) (5.440e+07) (7.814e+07) 

JPAffinity 2.961e+07 6.045e+07 9.099e+07 9.904e+07 

 (8.936e+07) (8.131e+07) (2.695e+08) (1.304e+08) 

GRAffinity -4.089e+07 9.861e+06 -3.014e+07 1.798e+07 

 (1.078e+08) (1.004e+08) (3.878e+08) (1.948e+08) 

UKAffinity -2.652e+07 1.579e+07 -2.877e+08 4.451e+07 

 (1.054e+08) (8.944e+07) (5.349e+08) (1.780e+08) 

FRAffinity -2.996e+07 -3.314e+07 1.189e+08 -1.608e+08 

 (1.268e+08) (1.219e+08) (5.632e+08) (2.042e+08) 

Alliance1US 1.168e+07 1.486e+08 -5.180e+07 -1.703e+08 

 (2.365e+07) (2.182e+08) (4.469e+07) (4.191e+08) 

MIDT5 1.888e+08** 6.711e+07 2.605e+08*** 2.063e+07 

 (8.185e+07) (9.132e+07) (9.215e+07) (9.193e+07) 

BMIDT5 -2.129e+07 1.554e+07 -1.421e+07 3.229e+07 

 (3.113e+07) (2.866e+07) (2.741e+07) (2.093e+07) 

lag1_ValueIDA  -0.0607  -0.302* 

  (0.122)  (0.172) 

lag3_ValueIDA  0.362***  0.406 

  (0.125)  (0.258) 

     

Constant -4.178e+08** -1.622e+09 -1.039e+09 -7.237e+09*** 

 (1.794e+08) (1.005e+09) (7.793e+08) (2.707e+09) 

     

Observations 1,335 1,165 708 544 

R-squared 0.520 0.669 0.539 0.745 

Countries 63 63 56 56 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 2c: Regression Results for the Base Model Without Outliers  

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

VARIABLES Sample I  Sample I Sample II Sample II 

     

Ln_Population 4.429e+07*** 3.385e+07 7.096e+07*** 3.011e+08*** 

 (7.330e+06) (4.526e+07) (2.209e+07) (7.017e+07) 

Ln_GDP -1.821e+07** 1.475e+07 -3.205e+07** 1.587e+08** 

 (8.533e+06) (3.308e+07) (1.375e+07) (8.086e+07) 

Ln_Income -1.128e+06 -9.454e+06 1.045e+07 -7.761e+07* 

 (7.651e+06) (1.442e+07) (8.401e+06) (4.174e+07) 

GDPGrowthRate 1.299e+06*** 503,996 212,552 490,640 

 (498,428) (435,690) (450,368) (813,338) 

Life_Ex -771,896 970,816 -1.907e+06*** 7.747e+06 

 (786,542) (1.788e+06) (589,806) (5.169e+06) 

Infant_Mor -564,266** -595,262 -533,787*** 1.814e+06 

 (220,593) (408,121) (156,747) (1.380e+06) 

Savings -100,305 -393,563 107,558 -893,216* 

 (142,206) (309,737) (272,183) (467,870) 

Ln_FDI 1.211e+06** 489,996 745,746* 643,372 

 (506,081) (588,098) (423,600) (617,780) 

Control_Corruption   7.104e+07*** 5.744e+07* 

   (2.119e+07) (3.065e+07) 

Stability   898,910 -4.351e+06 

   (3.562e+06) (1.557e+07) 

Reg_Qual   5.543e+07*** 5.779e+07** 

   (5.012e+06) (2.301e+07) 

Rule_of_Law   -4.096e+07*** -5.092e+07* 

   (1.251e+07) (2.888e+07) 

polity   3.888e+06*** -3.286e+06 

   (588,870) (2.685e+06) 

USExports -4,815 4,794 -7,529 14,101 

 (7,741) (8,032) (6,663) (12,368) 

JPExports -12,489* 5,477 -9,815** -14,305 

 (7,274) (10,086) (4,710) (13,328) 

GRExports -13,816 -10,142 6,284 -6,658 

 (11,498) (12,867) (10,417) (14,637) 

UKExports 61,323 120,680** 34,707 98,060 

 (48,810) (52,540) (37,875) (73,621) 

FRExports 3,414 15,201 -8,948 6,760 

 (25,961) (28,568) (18,161) (44,155) 

USImports -4,207* -1,799 1,821 -3,433 

 (2,349) (3,671) (1,478) (6,273) 

JPImports -3,538 -8,603 -4,413** 6,593 

 (2,904) (5,737) (2,102) (5,220) 

GRImports 82,909*** 6,688 17,313 10,824 

 (18,193) (18,796) (12,628) (20,803) 

UKImports -69,008*** -14,730 -28,370** -139.2 

 (16,067) (20,960) (11,058) (21,208) 

FRImports 39,963* 5,199 43,143*** -8,222 
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Table 2c Continued  
 

 (21,469) (21,347) (6,919) (16,034) 

USAid 51,965 104,694* 94,707** 47,370 

 (44,762) (61,139) (40,983) (64,167) 

JPAid 35,300 32,767 -45,119** 78,341 

 (35,056) (59,878) (22,556) (50,422) 

GRAid -181,404* -65,645 -210,051*** 80,848 

 (99,038) (111,121) (45,418) (90,061) 

UKAid 258,194** 50,961 252,651*** -69,121 

 (106,050) (103,457) (31,305) (97,474) 

FRAid -29,725 -14,742 -95,057*** -69,303 

 (53,826) (61,957) (32,801) (51,085) 

USAffinity 5.591e+06 2.392e+07 3.817e+07*** -9.722e+06 

 (1.714e+07) (2.108e+07) (1.137e+07) (4.032e+07) 

JPAffinity 6.280e+07 3.976e+07 1.529e+08*** 1.494e+08** 

 (6.280e+07) (5.897e+07) (4.671e+07) (6.393e+07) 

GRAffinity -2.933e+07 1.756e+07 -9.437e+07 -1.246e+08** 

 (7.189e+07) (7.637e+07) (6.297e+07) (6.095e+07) 

UKAffinity -1.344e+07 3.416e+07 -9.918e+07 1.072e+08 

 (7.289e+07) (7.533e+07) (9.114e+07) (1.252e+08) 

FRAffinity -4.826e+07 -4.129e+07 1.586e+07 -1.279e+08 

 (1.055e+08) (1.214e+08) (8.243e+07) (1.316e+08) 

Alliance1US 2.558e+07** -1.991e+08 -2.025e+07 -1.486e+09*** 

 (1.045e+07) (1.480e+08) (2.146e+07) (2.362e+08) 

MIDT5 -1.734e+08*** -8.199e+07* -9.390e+07** 6.733e+07 

 (5.840e+07) (4.532e+07) (4.284e+07) (4.458e+07) 

BMIDT5 -3.532e+07*** -9.048e+06 -1.668e+07 5.085e+06 

 (1.249e+07) (9.964e+06) (1.640e+07) (2.063e+07) 

lag1_ValueIDA  0.190**  -0.0269 

  (0.0831)  (0.0890) 

lag3_ValueIDA  0.245***  0.205 

  (0.0819)  (0.138) 

Fixed Effects   Yes   Yes 

     

Constant -1.343e+08 -9.414e+08 -2.329e+08* -8.090e+09*** 

 (1.079e+08) (7.213e+08) (1.253e+08) (1.922e+09) 

     

Observations 1,247 1,089 656 504 

Number of 

Countries 

59 59 52 52 

R-squared 0.341 0.558 0.401 0.678 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 3c: Regression Results for Alternative Specification 1 (Per Capita Measure of Aid)  

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

VARIABLES Sample I  Sample I Sample II Sample II 

     

Ln_GDP -1.188*** 7.915*** -1.055* 11.72* 

 (0.234) (2.729) (0.621) (6.631) 

Ln_Income 1.221** -2.456* 1.469* -3.719 

 (0.552) (1.422) (0.872) (2.435) 

GDPGrowthRate 0.150*** 0.132*** 0.0357 -0.0365 

 (0.0474) (0.0498) (0.0452) (0.0687) 

Life_Ex 0.115** 0.352** 0.0344* -0.199 

 (0.0522) (0.149) (0.0181) (0.278) 

Infant_Mor 0.0182 0.0668 0.0144 -0.0801 

 (0.0165) (0.0466) (0.0113) (0.128) 

Savings -0.0472** -0.0822** -0.0260* -0.0983*** 

 (0.0191) (0.0408) (0.0135) (0.0310) 

Ln_FDI 0.0626** 0.0384 0.00743 0.0390 

 (0.0272) (0.0335) (0.0272) (0.0391) 

Control_Corruption   1.302*** -1.464** 

   (0.421) (0.714) 

Stability   3.446*** 5.150*** 

   (0.599) (1.882) 

Reg_Qual   -0.316 -3.864 

   (0.839) (3.032) 

Rule_of_Law   -0.0213 -0.188 

   (0.0426) (0.382) 

polity   0.000154 3.39e-05 

   (0.000238) (0.000186) 

USExports -0.000125 -0.000208 2.543*** -0.537 

 (0.000384) (0.000382) (0.944) (2.151) 

JPExports -0.000606** 0.000122 -0.000512** 0.000169 

 (0.000274) (0.000276) (0.000238) (0.000176) 

GRExports 0.000416 -0.000177 0.000339 -0.000293 

 (0.000308) (0.000275) (0.000445) (0.000280) 

UKExports -0.00106 1.15e-05 -0.00168** 0.000651 

 (0.000655) (0.000730) (0.000778) (0.000665) 

FRExports -0.000754 0.000370 -0.00157** -0.000222 

 (0.000744) (0.000952) (0.000650) (0.000729) 

USImports -6.31e-06 -7.04e-05 3.24e-05 -9.21e-05 

 (5.37e-05) (5.52e-05) (8.50e-05) (9.81e-05) 

JPImports 2.64e-05 4.81e-05 -5.34e-05 0.000174*** 

 (8.54e-05) (8.54e-05) (6.72e-05) (6.31e-05) 

GRImports 0.00132*** -3.69e-05 0.000793 -0.000355 

 (0.000496) (0.000633) (0.000528) (0.000443) 

UKImports -0.000215 0.000108 -0.000139 0.000429 

 (0.000328) (0.000486) (0.000499) (0.000404) 

FRImports -0.000238 0.000731 0.000437 5.78e-05 

 (0.000683) (0.000668) (0.000301) (0.000644) 

USAid -0.000574 0.00154 0.00223 0.00145 

 (0.00103) (0.00149) (0.00153) (0.00138) 

JPAid 0.000280 0.00155* 0.00146 0.00245* 

 (0.000914) (0.000808) (0.00119) (0.00147) 

GRAid -0.00224 -0.00538 -0.00941*** -0.00141 

 (0.00326) (0.00397) (0.00211) (0.00304) 

UKAid 0.00347* 0.00110 0.00690*** -0.000208 
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 (0.00200) (0.00210) (0.00162) (0.00295) 

FRAid 0.00213 0.00389 0.000293 0.000237 

 (0.00201) (0.00251) (0.00196) (0.00249) 

USAffinity 1.403 5.687** 3.976*** 5.112* 

 (1.721) (2.547) (1.155) (2.696) 

JPAffinity -4.727 -8.062 2.058 -9.645*** 

 (5.101) (5.686) (5.418) (3.489) 

GRAffinity 8.689 8.055 -3.643 6.061 

 (6.531) (7.070) (6.925) (5.016) 

UKAffinity -8.045 -8.796* -5.392 -5.718 

 (5.216) (4.731) (6.500) (6.818) 

FRAffinity 4.929 10.02* 5.767 12.29* 

 (5.782) (5.659) (8.572) (7.119) 

Alliance1US 2.078 26.73** 0.0217 29.90 

 (1.760) (10.92) (1.540) (18.32) 

MIDT5 -2.373* -0.543 0.312 0.765 

 (1.275) (1.283) (1.270) (1.080) 

BMIDT5 0.899 0.133 0.830 2.092 

 (1.235) (1.137) (0.918) (1.351) 

lag1_PC_Aid  -0.0212  -0.128** 

  (0.0731)  (0.0512) 

lag3_PC_Aid  0.159**  0.0268 

  (0.0626)  (0.0453) 

Fixed Effects  Yes  Yes 

     

Constant 15.23* -188.4*** 23.20** -223.1 

 (8.188) (55.07) (9.725) (156.5) 

     

Observations 1,335 1,165 708 544 

Countries 63 63 56 56 

R-squared 0.112 0.295 0.244 0.440 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 4c: Regression Results for Alternative Specification 2 (Log Aid w. TwoPM)  

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

VARIABLES logit regress logit regress 

     

Ln_Population 0.178 0.591*** 0.812* 0.638*** 

 (0.240) (0.110) (0.424) (0.167) 

Ln_GDP -0.373 -0.0897 -1.069** -0.00722 

 (0.251) (0.110) (0.446) (0.169) 

Ln_Income -0.345* 0.0270 0.0252 -0.0322 

 (0.195) (0.0899) (0.327) (0.131) 

GDPGrowthRate 0.0225* 0.0138*** -0.0142 0.0133** 

 (0.0132) (0.00527) (0.0207) (0.00651) 

Savings -0.0100 -0.00257 0.0123 -0.00382 

 (0.00633) (0.00254) (0.0101) (0.00400) 

Ln_FDI 0.0167* 0.0106** -0.00743 0.00243 

   (0.0166) (0.00621) 

Control_Corruption   -0.463 0.110 

   (0.451) (0.143) 

Stability   0.372* 0.122* 

   (0.204) (0.0729) 

Reg_Qual   1.317*** 0.273** 

   (0.356) (0.135) 

Rule_of_Law   0.255 0.207 

   (0.518) (0.182) 

polity   0.0847*** -0.00770 

   (0.0264) (0.00852) 

Ln_usexports 0.0223 0.0166 0.0210 -0.00317 

 (0.0574) (0.0259) (0.0869) (0.0319) 

Ln_jpexports 0.0901* -0.0213 -0.000451 -0.000438 

 (0.0487) (0.0208) (0.0737) (0.0261) 

Ln_grexports 0.0970 0.0423 0.135 0.0780 

 (0.107) (0.0453) (0.191) (0.0648) 

Ln_ukexports -0.148* 0.0597* -0.262** 0.0637 

 (0.0830) (0.0329) (0.130) (0.0419) 

Ln_frexports 0.0534 -0.0191 -0.128 -0.0324 

 (0.0658) (0.0279) (0.116) (0.0394) 

Ln_usimports 0.0885*** -0.0256* 0.104* -0.0161 

 (0.0264) (0.0143) (0.0574) (0.0248) 

Ln_jpimports -0.145*** 0.0286** -0.0894* -0.0120 

 (0.0340) (0.0135) (0.0519) (0.0188) 

Ln_grimports 0.0326 0.0442** -0.0417 0.0413 

 (0.0524) (0.0219) (0.0917) (0.0284) 

Ln_ukimports 0.0509 -0.0234 0.000635 -0.0491* 

 (0.0470) (0.0201) (0.0675) (0.0251) 

Ln_frimports 0.0107 -0.000685 0.209** -0.00297 

 (0.0553) (0.0216) (0.106) (0.0337) 

Ln_usaid 0.0350** 0.00673 0.0105 0.0160 

 (0.0136) (0.00692) (0.0309) (0.0113) 

Ln_jpaid 0.0972*** -0.00385 0.0775*** -0.00884 

 (0.0172) (0.00934) (0.0200) (0.0104) 

Ln_graid 0.0479** 0.00478 0.0268 0.00243 

 (0.0196) (0.0107) (0.0328) (0.0138) 

Ln_ukaid 0.0198 0.00937 0.0510** 0.0200** 

 (0.0156) (0.00750) (0.0232) (0.00944) 

Ln_fraid -0.0283* 0.00458 0.00216 0.00696 
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 (0.0171) (0.00753) (0.0248) (0.0103) 

USAffinity -0.546 0.0243 0.509 0.255 

 (0.431) (0.178) (0.644) (0.229) 

JPAffinity -1.055 -0.468 -2.021 -0.409 

 (1.328) (0.537) (2.223) (0.683) 

GRAffinity 2.714* 1.066* 0.498 1.604 

 (1.514) (0.633) (2.902) (1.000) 

UKAffinity 0.430 -0.197 0.419 -3.262*** 

 (1.197) (0.537) (3.692) (1.244) 

FRAffinity -0.0947 -0.532 0.579 1.825 

 (1.363) (0.785) (3.832) (1.310) 

Alliance1US -0.287 0.0846 -1.301*** 0.194 

 (0.269) (0.124) (0.459) (0.181) 

MIDT5 -1.366** 0.391 0.522 0.338 

 (0.531) (0.325) (0.662) (0.353) 

BMIDT5 0.829** -0.0798 0.781* -0.250* 

 (0.386) (0.123) (0.440) (0.129) 

Constant 5.284* 9.901*** 14.18*** 8.111*** 

 (2.817) (1.151) (4.818) (1.615) 

     

Observations 1,335 1,335 708 708 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 5c: Regression Results for the Base Model Comparing Across Time  

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

VARIABLES 1990s 1990s 2000s 2000s 

     

ln_Population 1.820e+07 -1.147e+08 6.588e+07*** -1.174e+08 

 (1.151e+07) (1.353e+08) (1.424e+07) (1.056e+08) 

ln_GDP -1.789e+07* 6.979e+07 -2.808e+07 2.204e+08*** 

 (1.071e+07) (6.169e+07) (1.964e+07) (4.055e+07) 

ln_Income -1.158e+07 -3.275e+07 5.425e+06 -5.093e+07*** 

 (1.249e+07) (2.713e+07) (1.440e+07) (1.537e+07) 

GDPGrowthRate 1.157e+06** 49,720 2.091e+06** 2.123e+06*** 

 (575,448) (627,693) (862,118) (749,906) 

Life_Ex 4.651e+06*** 6.648e+06** 2.456e+06 3.049e+06 

 (1.598e+06) (2.795e+06) (1.700e+06) (4.861e+06) 

Infant_Mor 872,846** -587,571 392,872 -1.605e+06* 

 (429,245) (2.330e+06) (440,831) (826,941) 

Savings 209,892 -8,996 -787,312** -2.079e+06*** 

 (260,370) (431,936) (320,658) (506,519) 

ln_FDI 485,898 110,988 6.400e+06* 925,478 

 (430,560) (653,277) (3.599e+06) (4.900e+06) 

USExports -10,922 -38,011 -1,789 61,352*** 

 (18,644) (27,090) (15,487) (21,387) 

JPExports -9,524 11,385 -11,208 -33,411* 

 (12,327) (28,932) (13,806) (20,101) 

GRExports -93,244* -14,620 -2,460 -41,044** 

 (49,725) (74,973) (33,231) (19,422) 

UKExports 85,145 56,926 118,494* 225,378* 

 (65,988) (111,928) (63,658) (115,366) 

FRExports 58,405 106,492* -16,263 -82,530 

 (46,582) (55,224) (55,653) (90,362) 

USImports -34,109*** -28,894** -17,618*** -3,247 

 (6,884) (12,081) (4,202) (3,733) 

JPImports -34,112*** -32,582** -3,596 5,726 

 (8,577) (15,016) (4,754) (7,635) 

GRImports 359,612*** 197,949** 44,899 56,089** 

 (37,779) (91,641) (37,115) (28,192) 

UKImports 77,048 144,711 39,305 -46,386* 

 (60,051) (92,320) (26,714) (25,370) 

FRImports -85,627 -105,628 88,011*** -10,227 

 (54,488) (70,741) (33,050) (31,449) 

USAid -71,734 166,377 -5,544 99,088 

 (46,145) (166,538) (92,192) (112,758) 

JPAid 129,282** 115,503 494,812*** 252,651*** 

 (55,528) (95,031) (81,689) (88,928) 

GRAid 252,004* 61,481 -287,270 411,647 

 (134,612) (151,002) (237,863) (255,761) 

UKAid 1.709e+06*** 265,398 360,469** -238,367* 

 (319,866) (393,273) (174,140) (142,971) 

FRAid 191,817 177,460 -137,078 -88,114 

 (122,062) (177,131) (121,156) (144,477) 

USAffinity -2.899e+07 -9.881e+06 5.739e+07 8.222e+07** 

 (2.475e+07) (2.649e+07) (4.275e+07) (4.037e+07) 

JPAffinity -2.119e+07 -2.870e+07 9.175e+06 1.256e+08 

 (6.916e+07) (4.553e+07) (1.398e+08) (1.018e+08) 

GRAffinity 5.397e+07 8.595e+07 1.436e+07 -8.334e+07 
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 (8.151e+07) (5.643e+07) (1.622e+08) (1.535e+08) 

UKAffinity 5.641e+07 3.832e+07 -3.146e+08 -4.737e+07 

 (4.312e+07) (3.739e+07) (2.152e+08) (1.745e+08) 

FRAffinity -5.744e+07 -7.038e+06 1.892e+08 3.170e+07 

 (4.057e+07) (3.464e+07) (2.284e+08) (1.845e+08) 

Alliance1US 1.408e+07 -5.546e+08 4.915e+07** 4.271e+08 

 (1.805e+07) (7.068e+08) (2.187e+07) (4.446e+08) 

MIDT5 -7.361e+07* -4.136e+07* 1.300e+08 6.969e+07 

 (4.038e+07) (2.258e+07) (8.936e+07) (1.166e+08) 

BMIDT5 -5.502e+07 -5.257e+07* -1.127e+07 2.536e+07 

 (5.533e+07) (3.122e+07) (4.414e+07) (4.175e+07) 

lag1_ValueIDA  -0.229*  -0.207** 

  (0.132)  (0.102) 

lag3_ValueIDA  0.0349  0.307* 

  (0.104)  (0.178) 

Constant -1.678e+08 1.750e+08 -5.831e+08* -3.224e+09** 

 (2.224e+08) (2.180e+09) (2.996e+08) (1.304e+09) 

     

Observations 516 363 732 732 

R-squared 0.753 0.832 0.523 0.697 

Countries 52 52 63 63 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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APPENDIX D 

CHAPTER 5 APPENDIX  

Table 1d: Regression Results as Reported in Chapter 5 (Absolute Measure of Aid)  

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

VARIABLES Sample I  Sample I Sample II Sample II 

     

Ln_Population 28.21*** -17.99 35.99*** 96.24 

 (10.71) (42.15) (9.908) (67.30) 

Ln_GDP -14.35 7.635 -18.77** 15.41 

 (11.41) (42.48) (9.348) (43.80) 

Ln_Income 16.61* 2.641 21.47*** 0.433 

 (8.840) (19.81) (7.547) (19.76) 

GDPGrowthRate -0.596 -0.560 -0.492 -0.792*** 

 (0.395) (0.376) (0.360) (0.299) 

Life_Ex -0.464 0.146 -0.221 0.824 

 (0.474) (2.664) (0.485) (4.651) 

Infant_Mor -0.136 0.320 -0.181 1.391 

 (0.224) (0.549) (0.206) (1.100) 

Savings -0.125 0.0233 -0.142 0.334* 

 (0.226) (0.186) (0.183) (0.188) 

Ln_FDI 0.869*** 0.443** 1.142*** 0.379 

 (0.283) (0.207) (0.328) (0.247) 

Control_Corruption   9.165 13.80 

   (6.653) (12.99) 

Stability   -0.744 -4.934 

   (4.591) (10.95) 

Reg_Qual   9.558* 51.31*** 

   (5.519) (10.86) 

Rule_of_Law   -25.74*** -23.33 

   (9.587) (16.26) 

polity   1.231** 0.877 

   (0.517) (1.370) 

USExports 0.00484*** 0.000125 0.00469*** 0.00278 

 (0.00146) (0.00336) (0.00139) (0.00358) 

JPExports -0.00371*** -0.00403** -0.00287*** -0.00194 

 (0.00124) (0.00182) (0.000953) (0.00228) 

GRExports -0.0105*** -0.00842* -0.0117*** -0.0123*** 

 (0.00380) (0.00473) (0.00276) (0.00398) 

UKExports 0.0161 0.0185** 0.0146* 0.0116 

 (0.0104) (0.00897) (0.00782) (0.00842) 

FRExports -0.000497 0.0492*** 0.00484 0.0664*** 

 (0.00747) (0.0152) (0.00729) (0.0156) 

USImports -0.00217** 0.000141 -0.00223** -0.00225 

 (0.00102) (0.00193) (0.000888) (0.00202) 

JPImports -0.000479 -0.00330 -0.000961 -0.00635*** 

 (0.00149) (0.00208) (0.00109) (0.00245) 

GRImports 0.00126 0.00386 0.00272 0.00518 

 (0.00365) (0.00502) (0.00276) (0.00437) 

UKImports 0.0221*** 0.0200* 0.0213*** 0.0295*** 

 (0.00790) (0.0104) (0.00575) (0.00842) 

FRImports 0.0235** -0.0172 0.0202** -0.0215** 
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 (0.00924) (0.0119) (0.00819) (0.0109) 

USAid 0.00686 0.0471 -0.00184 0.0392 

 (0.0322) (0.0346) (0.0350) (0.0359) 

JPAid 0.0511 -0.0413 0.0688** -0.00677 

 (0.0380) (0.0364) (0.0305) (0.0359) 

GRAid -0.0155 -0.0842 0.0114 0.0290 

 (0.125) (0.138) (0.101) (0.108) 

UKAid 0.125** 0.149** 0.146*** 0.101* 

 (0.0569) (0.0656) (0.0493) (0.0523) 

FRAid -0.106* -0.0572 -0.203*** -0.102 

 (0.0589) (0.0497) (0.0729) (0.0826) 

USAffinity -11.81 -44.51** -32.74 -84.53*** 

 (23.92) (19.47) (21.03) (23.33) 

JPAffinity -31.69 26.28 -17.93 40.14 

 (61.49) (64.42) (57.41) (52.65) 

GRAffinity -52.65 -2.054 -156.6* -35.79 

 (101.4) (101.0) (94.56) (72.46) 

UKAffinity 19.36 148.8 157.0 139.6 

 (102.4) (130.7) (141.9) (86.41) 

FRAffinity 116.6 -102.2 71.30 -90.00 

 (132.8) (127.6) (142.6) (94.80) 

Alliance1US 30.77*** -83.10 14.71** -382.8 

 (7.135) (52.08) (6.526) (304.0) 

MIDT5 -17.94 -8.292 -24.73 -28.82 

 (30.61) (36.36) (23.53) (31.23) 

BMIDT5 29.80* 8.826 36.28*** 2.260 

 (17.83) (20.45) (11.91) (11.16) 

lag1_Value_IFC  0.153  0.0976 

  (0.118)  (0.144) 

lag3_Value_IFC  -0.141  -0.279** 

     

Fixed Effects   Yes   Yes 

Constant -257.3*** 2.673 -312.8*** -1,880 

 (86.09) (875.6) (84.35) (1,340) 

     

Observations 1,696 1,380 1,235 927 

R-squared 0.403 0.608 0.432 0.691 

Number of Countries 107 107 103 103 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 2d: Regression Results for the Base Model Without Outliers  

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

VARIABLES Sample I  Sample I Sample II Sample II 

     

Ln_Population 12.68** -38.60 16.87*** 5.940 

 (6.199) (33.51) (5.766) (31.67) 

Ln_GDP -3.027 0.190 -6.322 15.36 

 (5.830) (32.13) (5.120) (32.12) 

Ln_Income 8.211 8.586 9.688** 12.69 

 (5.710) (14.18) (4.332) (13.85) 

GDPGrowthRate -0.368* -0.220 -0.367 -0.191 

 (0.223) (0.236) (0.235) (0.181) 

Life_Ex 0.333 0.683 0.293 -0.268 

 (0.279) (1.826) (0.326) (2.508) 

Infant_Mor 0.0938 0.0716 0.0317 0.654 

 (0.125) (0.348) (0.142) (0.597) 

Savings 0.0624 -0.0172 0.108 0.221 

 (0.0967) (0.167) (0.113) (0.172) 

Ln_FDI 0.665*** 0.370*** 0.771*** 0.355* 

 (0.166) (0.143) (0.245) (0.191) 

Control_Corruption   3.973 8.734 

   (4.748) (8.545) 

Stability   -6.334 -5.964 

   (4.353) (8.604) 

Reg_Qual   12.75*** 44.74*** 

   (4.864) (9.890) 

Rule_of_Law   -9.888 -16.49 

   (9.183) (11.88) 

polity   0.246 1.789* 

   (0.296) (0.997) 

USExports 0.00224 0.00976** 0.00414** 0.00770** 

 (0.00151) (0.00474) (0.00164) (0.00362) 

JPExports -0.00151* -0.00518*** -0.00165* -0.00252 

 (0.000878) (0.00123) (0.000901) (0.00160) 

GRExports 0.00153 0.000946 0.00182 8.91e-05 

 (0.00143) (0.00192) (0.00119) (0.00191) 

UKExports -0.0103** -0.00771* -0.0100*** -0.00597* 

 (0.00504) (0.00451) (0.00375) (0.00319) 

FRExports 0.000942 0.0119* -0.00188 0.0120* 

 (0.00366) (0.00632) (0.00293) (0.00667) 

USImports -0.000516 -0.00116 -0.00102 -0.00285** 

 (0.000867) (0.00132) (0.000724) (0.00113) 

JPImports 0.00164 -0.000166 0.00125 -0.00136 

 (0.00104) (0.00179) (0.00106) (0.00174) 

GRImports -0.00436*** -0.00430* -0.00424*** -0.00443* 

 (0.00137) (0.00240) (0.00118) (0.00250) 

UKImports 0.00891** 0.00938 0.00750*** 0.0120* 

 (0.00392) (0.00728) (0.00283) (0.00635) 

FRImports 0.000577 -0.00363 0.00302 -0.00345 

 (0.00529) (0.00685) (0.00419) (0.00571) 

USAid 0.0684* 0.0445 0.0765*** 0.0341 

 (0.0396) (0.0299) (0.0274) (0.0264) 

JPAid 0.0371 -0.0372 0.0438** -0.0166 

 (0.0238) (0.0252) (0.0216) (0.0259) 

GRAid -0.00180 0.0235 -0.0301 0.0749 
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 (0.0644) (0.0532) (0.0484) (0.0481) 

UKAid 0.0481 0.0742** 0.0327 0.0653* 

 (0.0340) (0.0300) (0.0306) (0.0335) 

FRAid -0.0280 -0.0397 0.00906 -0.0874** 

 (0.0270) (0.0323) (0.0381) (0.0441) 

USAffinity -12.20 -21.18 -22.36 -38.20* 

 (14.97) (16.91) (14.55) (21.02) 

JPAffinity -14.43 -5.628 -2.994 21.02 

 (39.59) (49.03) (36.04) (39.35) 

GRAffinity 11.85 30.63 -25.31 -1.601 

 (60.11) (77.79) (60.64) (58.52) 

UKAffinity 44.25 101.0 110.6 156.8** 

 (57.51) (90.11) (77.38) (63.03) 

FRAffinity -7.363 -81.00 -44.53 -136.9** 

 (78.14) (84.90) (81.32) (66.04) 

Alliance1US 10.35 -20.39 0.909 29.84 

 (6.818) (15.94) (5.647) (66.50) 

MIDT5 3.344 9.197 5.348 -0.268 

 (27.44) (32.52) (18.17) (5.423) 

BMIDT5 -5.268 -1.357 -1.171 5.376 

 (9.813) (12.59) (7.575) (9.522) 

lag1_Value_IFC  0.0441  -0.0401 

  (0.0790)  (0.141) 

lag3_Value_IFC  -0.109  -0.150 

  (0.127)  (0.115) 

Fixed Effects   Yes  Yes 

Constant -250.8*** 414.8 -243.0*** -560.4 

 (51.76) (657.2) (41.31) (615.4) 

     

Observations 1,584 1,289 1,151 864 

R-squared 0.202 0.394 0.243 0.477 

Number of Countries 100 100 96 96 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 3d: Regression Results for Alternative Specification 1 (Per Capita Measure of Aid)  

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

VARIABLES Sample I  Sample I Sample II Sample II 

     

Ln_GDP -2.11e-07 -1.99e-06 -6.06e-07*** 2.20e-06 

 (3.79e-07) (4.64e-06) (1.91e-07) (4.20e-06) 

Ln_Income 8.47e-07** 8.40e-07 6.95e-07* -3.88e-10 

 (3.68e-07) (1.29e-06) (3.58e-07) (1.31e-06) 

GDPGrowthRate -9.64e-09 -9.36e-09 1.23e-08 -6.42e-09 

 (3.25e-08) (3.79e-08) (3.04e-08) (2.46e-08) 

Life_Ex 5.12e-08 -2.30e-07 8.13e-08* 3.69e-07 

 (4.75e-08) (3.94e-07) (4.69e-08) (4.41e-07) 

Infant_Mor 1.62e-08 -4.13e-08 4.09e-09 8.78e-08 

 (1.83e-08) (1.06e-07) (1.69e-08) (1.02e-07) 

Savings 2.67e-08* 4.45e-09 1.96e-08 4.94e-08** 

 (1.60e-08) (4.03e-08) (1.46e-08) (2.27e-08) 

Ln_FDI 4.80e-08** 3.38e-08* 6.22e-08* 4.13e-08 

 (2.04e-08) (1.95e-08) (3.25e-08) (3.17e-08) 

Control_Corruption   4.86e-07 5.83e-07 

   (5.61e-07) (1.28e-06) 

Stability   -5.49e-09 -6.60e-07 

   (3.28e-07) (6.68e-07) 

Reg_Qual   2.10e-06*** 5.48e-06*** 

   (6.78e-07) (2.11e-06) 

Rule_of_Law   -2.25e-06*** 1.64e-07 

   (8.10e-07) (1.76e-06) 

polity   2.38e-08 -1.18e-07** 

   (3.89e-08) (5.39e-08) 

USExports 1.42e-10* 2.78e-10 -0 8.77e-11* 

 (8.25e-11) (1.75e-10) (0) (5.14e-11) 

JPExports 1.20e-10 0 1.20e-10* 1.56e-10 

 (9.15e-11) (1.64e-10) (6.81e-11) (1.76e-10) 

GRExports 0 -2.10e-10 -0 -3.05e-10** 

 (9.25e-11) (2.09e-10) (7.94e-11) (1.50e-10) 

UKExports 1.40e-10 -5.02e-11 -0 -8.67e-11 

 (2.26e-10) (2.23e-10) (1.71e-10) (2.40e-10) 

FRExports -5.06e-10** 1.14e-09 -0 1.46e-09** 

 (2.41e-10) (7.14e-10) (2.29e-10) (6.00e-10) 

USImports -1.12e-10* -1.64e-10 0 -9.00e-11* 

 (6.13e-11) (1.14e-10) (0) (5.07e-11) 

JPImports -1.84e-10** -1.41e-10 -1.13e-10** -1.26e-10 

 (8.66e-11) (1.80e-10) (0) (1.32e-10) 

GRImports -2.43e-10** -0 -2.10e-10** 2.10e-10* 

 (1.01e-10) (1.70e-10) (8.28e-11) (1.23e-10) 

UKImports -0 -0 8.80e-11 1.59e-10 

 (1.82e-10) (3.26e-10) (8.82e-11) (1.96e-10) 

FRImports 7.16e-10** 1.92e-10 4.45e-10** -6.18e-10** 

 (3.59e-10) (3.70e-10) (1.89e-10) (2.76e-10) 

USAid 2.21e-09 2.47e-09 2.11e-09 2.86e-09 

 (1.54e-09) (1.71e-09) (1.29e-09) (2.05e-09) 

JPAid 7.98e-10 -7.91e-10 1.05e-09* 2.65e-10 

 (8.57e-10) (6.18e-10) (6.27e-10) (8.24e-10) 

GRAid -1.43e-10 -1.87e-09 2.07e-09 -1.16e-09 

 (4.25e-09) (6.51e-09) (3.19e-09) (5.44e-09) 

UKAid 6.60e-10 2.08e-09 5.56e-10 -1.36e-10 
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 (2.09e-09) (2.91e-09) (1.73e-09) (3.07e-09) 

FRAid -1.78e-09 -1.08e-09 -3.81e-09** -3.65e-10 

 (1.72e-09) (2.23e-09) (1.72e-09) (2.84e-09) 

USAffinity -2.34e-06 -3.49e-06 -2.63e-06 -5.66e-06* 

 (1.93e-06) (3.21e-06) (1.71e-06) (3.06e-06) 

JPAffinity -1.53e-07 3.11e-06 9.42e-07 5.89e-06 

 (4.15e-06) (6.05e-06) (3.82e-06) (4.34e-06) 

GRAffinity 3.61e-06 3.77e-06 -1.48e-06 -6.21e-06 

 (6.41e-06) (1.01e-05) (5.98e-06) (5.68e-06) 

UKAffinity 8.89e-06 1.05e-05 9.59e-06 1.70e-05*** 

 (6.17e-06) (1.14e-05) (7.09e-06) (5.48e-06) 

FRAffinity -7.48e-06 -1.09e-05 -5.99e-06 -1.08e-05** 

 (8.51e-06) (8.66e-06) (6.80e-06) (5.06e-06) 

Alliance1US 8.13e-07 -2.73e-06 3.68e-07 -1.76e-05 

 (5.56e-07) (2.28e-06) (4.82e-07) (1.47e-05) 

MIDT5 -8.39e-07 -4.45e-07 -1.33e-07 -2.32e-07 

 (5.79e-07) (4.49e-07) (4.16e-07) (4.26e-07) 

BMIDT5 -2.56e-07 -6.17e-07 4.07e-07 3.42e-07 

 (5.17e-07) (6.08e-07) (4.66e-07) (4.77e-07) 

lag1_PC_Aid  -0.0311  -0.0415 

  (0.247)  (0.157) 

lag3_PC_Aid  -0.0899  -0.0269 

  (0.128)  (0.133) 

Fixed Effects   Yes  Yes 

Constant -9.75e-06 5.72e-05 1.49e-06 -7.50e-05 

 (8.25e-06) (0.000110) (5.62e-06) (0.000101) 

     

Observations 1,616 1,315 1,235 927 

R-squared 0.078 0.222 0.094 0.279 

Number of Countries 102 102 103 103 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 4d: Regression Results for Alternative Specification 2 (Log Aid w. TwoPM)  

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

VARIABLES logit regress logit regress 

     

Ln_Population 0.0690 0.480*** 0.0630 0.564*** 

 (0.211) (0.159) (0.257) (0.194) 

Ln_GDP 0.312 -0.0968 0.563** -0.143 

 (0.217) (0.174) (0.264) (0.207) 

Ln_Income -0.300 0.465*** -0.445* 0.636*** 

 (0.191) (0.146) (0.234) (0.180) 

GDPGrowthRate 0.0115 -0.0212*** 0.00776 -0.0161* 

 (0.0118) (0.00802) (0.0129) (0.00833) 

Savings -0.00305 -0.000602 -0.00499 -0.00491 

 (0.00650) (0.00518) (0.00691) (0.00529) 

Ln_FDI 0.0538*** 0.00106 0.0618*** 0.00826 

 (0.0127) (0.0103) (0.0158) (0.0128) 

Control_Corruption   -0.0366 -0.391** 

   (0.256) (0.193) 

Stability   0.143 -0.105 

   (0.143) (0.0976) 

Reg_Qual   1.216*** 0.211 

   (0.229) (0.167) 

Rule_of_Law   -0.889*** 0.0626 

   (0.302) (0.213) 

polity   0.0122 0.0135 

   (0.0165) (0.0117) 

Ln_usexports 0.267*** 0.174** 0.121 0.110 

 (0.0785) (0.0680) (0.0954) (0.0766) 

Ln_jpexports 0.0330 0.111*** -0.0427 0.0533 

 (0.0413) (0.0387) (0.0499) (0.0441) 

Ln_grexports 0.165 0.00613 0.244** -0.0144 

 (0.104) (0.0856) (0.122) (0.101) 

Ln_ukexports 0.00915 -0.0676 0.0185 0.0565 

 (0.0852) (0.0707) (0.0949) (0.0787) 

Ln_frexports -0.139* 0.00235 -0.230*** -0.0509 

 (0.0743) (0.0580) (0.0805) (0.0656) 

Ln_usimports 0.0113 -0.00126 0.0510 0.0213 

 (0.0457) (0.0463) (0.0546) (0.0530) 

Ln_jpimports -0.0322 -0.0300 0.00681 0.0107 

 (0.0323) (0.0277) (0.0407) (0.0371) 

Ln_grimports -0.0535 -0.0443 -0.124* -0.0171 

 (0.0584) (0.0558) (0.0661) (0.0610) 

Ln_ukimports 0.0509 0.0510 0.000847 0.0213 

 (0.0493) (0.0444) (0.0577) (0.0519) 

Ln_frimports -0.0124 -0.0523 0.0636 -0.0811 

 (0.0618) (0.0525) (0.0728) (0.0609) 

Ln_usaid 0.00950 -0.0131* 0.00649 -0.0221** 

 (0.0111) (0.00731) (0.0143) (0.00885) 

Ln_jpaid -0.00371 0.00543 0.00418 0.00984 

 (0.0113) (0.00690) (0.0126) (0.00736) 

Ln_graid 0.0101 0.00864 0.0158 0.0135 

 (0.0142) (0.00973) (0.0162) (0.0105) 

Ln_ukaid 0.0495*** 0.00935 0.0331** 0.00527 

 (0.0122) (0.00920) (0.0142) (0.0101) 

Ln_fraid 0.0299** -0.00439 0.0396** 0.000155 
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 (0.0134) (0.00872) (0.0155) (0.00981) 

USAffinity -0.136 -0.596* -0.366 -0.900** 

 (0.368) (0.313) (0.449) (0.371) 

JPAffinity 3.051*** -2.777*** 3.651** -2.034* 

 (1.114) (0.943) (1.445) (1.083) 

GRAffinity -3.410** 1.612 -3.919** 1.015 

 (1.331) (1.055) (1.886) (1.431) 

UKAffinity 4.524*** 3.343*** 5.250** 2.639 

 (1.221) (1.022) (2.401) (1.776) 

FRAffinity -1.077 -1.387 -3.250 -0.700 

 (1.886) (1.523) (2.503) (1.861) 

Alliance1US -0.403* 0.0122 -0.451* -0.0675 

 (0.212) (0.163) (0.264) (0.190) 

MIDT5 -0.0788 -0.0221 0.0502 -0.0340 

 (0.460) (0.259) (0.536) (0.273) 

BMIDT5 0.0384 0.417*** 0.350 0.373** 

 (0.232) (0.157) (0.261) (0.162) 

     

Constant -12.96*** -7.005*** -14.88*** -8.650*** 

 (2.706) (2.098) (3.084) (2.456) 

     

Observations 1,695 1,695 1,234 1,234 

Pseudo R2 .214  .232  

Adj R-Squared   .471  .500 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 5d: Regression Results for the Base Model Comparing Across Time  

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

VARIABLES 1990s 1990s 2000s 2000s 

     

ln_Population 36.44*** 11.93 24.94* -10.39 

 (9.527) (174.8) (13.82) (59.61) 

ln_GDP -28.18*** 68.13 -9.505 25.44 

 (9.897) (85.86) (14.97) (49.34) 

ln_Income 36.09*** 43.45 8.157 -10.42 

 (10.34) (44.41) (10.24) (20.97) 

GDPGrowthRate 0.0874 -0.134 -0.859** -0.628 

 (0.947) (0.874) (0.413) (0.391) 

Life_Ex -0.720 -5.540** -0.411 3.295 

 (0.818) (2.388) (0.560) (3.764) 

Infant_Mor 0.212 0.710 -0.386 0.955 

 (0.207) (0.982) (0.244) (0.792) 

Savings -0.436* 0.682 -0.0726 0.223 

 (0.255) (0.521) (0.264) (0.251) 

ln_FDI 0.882** 0.577** 0.743** 0.340 

 (0.351) (0.250) (0.354) (0.224) 

USExports 0.00989*** -0.00416 0.00412** -0.000882 

 (0.00275) (0.00952) (0.00174) (0.00460) 

JPExports -0.00763** 0.000111 -0.00332*** -0.00348 

 (0.00369) (0.00706) (0.00120) (0.00212) 

GRExports 0.00261 -0.00991 -0.0107*** -0.00760 

 (0.0220) (0.0207) (0.00364) (0.00542) 

UKExports -0.00714 0.105** 0.0206** 0.0152 

 (0.0323) (0.0468) (0.00964) (0.0102) 

FRExports 0.0299* -0.0139 -0.00311 0.0524*** 

 (0.0154) (0.0207) (0.00761) (0.0186) 

USImports -0.00558*** -0.00279 -0.00176 0.000402 

 (0.00183) (0.00637) (0.00121) (0.00266) 

JPImports 0.00875*** 0.0140 -0.00176 -0.00481** 

 (0.00281) (0.0128) (0.00123) (0.00233) 

GRImports -0.00624 0.0180 0.00157 0.00325 

 (0.0205) (0.0364) (0.00367) (0.00544) 

UKImports 0.00896 -0.00914 0.0217*** 0.0227* 

 (0.0267) (0.0830) (0.00810) (0.0120) 

FRImports 0.000596 -0.0312 0.0247** -0.0252* 

 (0.0120) (0.0620) (0.00990) (0.0141) 

USAid -0.0873** -0.0630 0.0156 0.0234 

 (0.0362) (0.254) (0.0320) (0.0349) 

JPAid 0.120 -0.251*** 0.0417 -0.0227 

 (0.128) (0.0919) (0.0447) (0.0430) 

GRAid -0.0327 -0.170 0.0144 -0.0443 

 (0.120) (0.105) (0.161) (0.153) 

UKAid -0.0886 0.453*** 0.121** 0.0994 

 (0.197) (0.170) (0.0515) (0.0648) 

FRAid -0.0649 0.147*** -0.130* -0.0360 

 (0.0976) (0.0432) (0.0710) (0.0547) 

USAffinity -11.12 -12.07 -51.08* -73.77*** 

 (18.61) (24.44) (30.66) (26.62) 

JPAffinity -94.94 -179.0** -3.737 24.29 

 (69.31) (77.51) (61.83) (66.85) 

GRAffinity 13.19 272.0* -82.75 9.719 
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 (144.5) (139.1) (103.1) (99.66) 

UKAffinity 40.46 49.81 160.8 171.0 

 (100.8) (44.71) (183.8) (138.0) 

FRAffinity 105.6 -194.6** -10.31 -144.6 

 (208.1) (85.06) (190.0) (139.6) 

Alliance1US 37.93*** -68.45 26.14*** 22.41 

 (8.405) (62.20) (8.525) (192.4) 

MIDT5 -36.95 26.60 -14.26 -22.43 

 (58.13) (29.90) (29.76) (36.77) 

BMIDT5 31.18 53.43** 27.42 -0.312 

 (21.11) (22.79) (18.69) (19.37) 

lag1_Value_IFC  -0.328  0.128 

  (0.255)  (0.129) 

Constant -216.5*** -1,507 -238.4** -624.6 

 (83.71) (2,347) (95.10) (1,077) 

     

Observations 527 423 1,169 1,169 

R-squared 0.347 0.716 0.452 0.625 

Number of Country_Code 106 106 107 107 

Panel corrected standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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APPENDIX E 

CHAPTER 6 APPENDIX  

Table 1e: Regression Results for the Base Model Without Outliers  

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

VARIABLES Stage I Stage II Stage I Stage II 

     

ln_Population -0.101 2.327e+07 -0.197 1.725e+07 

 (0.240) (1.826e+07) (0.251) (1.956e+07) 

ln_GDP 0.198 -2.243e+07 0.216 -1.923e+07 

 (0.255) (1.962e+07) (0.269) (2.116e+07) 

ln_PerCapitaGDP -0.589*** 4.398e+07** -0.620*** 4.106e+07** 

 (0.221) (1.875e+07) (0.231) (2.023e+07) 

GDPGrowthRate -0.0376** -2.036e+06 -0.0253 -1.649e+06 

 (0.0180) (1.513e+06) (0.0187) (1.636e+06) 

Life_Ex -0.0141 43,560 -0.0139 364,405 

 (0.0252) (2.077e+06) (0.0267) (2.246e+06) 

Infant_Mor -0.00177 84,687 5.61e-05 319,548 

 (0.00875) (703,226) (0.00931) (767,537) 

Savings -0.0112 -553,540 -0.0111 -337,828 

 (0.00969) (835,215) (0.0102) (899,550) 

ln_FDI 0.217** 2.435e+06 0.189** 202,286 

 (0.0867) (6.991e+06) (0.0934) (7.727e+06) 

Control_Corruption 0.0125 -1.613e+07 -0.00765 -2.155e+07 

 (0.353) (2.702e+07) (0.389) (3.093e+07) 

Stability 0.396** 4.934e+06 0.332* 2.732e+06 

 (0.167) (1.401e+07) (0.177) (1.512e+07) 

Reg_Qual 0.824*** -6.716e+06 0.700** -1.164e+06 

 (0.311) (2.496e+07) (0.332) (2.772e+07) 

Rule_of_Law -1.172*** 4.130e+06 -0.995** 1.545e+07 

 (0.384) (3.027e+07) (0.424) (3.408e+07) 

polity -0.0128 1.452e+06 -0.0209 1.242e+06 

 (0.0178) (1.492e+06) (0.0190) (1.623e+06) 

usindex -0.111** -2.893e+06 -0.0768 -2.729e+06 

 (0.0559) (4.615e+06) (0.0592) (5.032e+06) 

ukindex 0.229*** -6.827e+06 0.234*** -6.820e+06 

 (0.0736) (6.695e+06) (0.0780) (7.185e+06) 

jpindex -0.0686 1.000e+07* -0.115* 9.694e+06 

 (0.0603) (5.650e+06) (0.0636) (6.047e+06) 

grindex 0.0367 8.407e+06 0.0697 1.058e+07* 

 (0.0710) (5.684e+06) (0.0764) (6.306e+06) 

frindex 0.00441 -1.631e+06 0.00154 -2.086e+06 

 (0.0499) (4.314e+06) (0.0526) (4.688e+06) 

Alliance1US 0.394 -3.039e+07 0.522* -2.976e+07 

 (0.276) (2.382e+07) (0.296) (2.635e+07) 
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MIDT5 0.823 1.923e+07 0.820 1.791e+07 

 (0.511) (3.190e+07) (0.552) (3.504e+07) 

BMIDT5 0.131 3.341e+06 0.108 6.035e+06 

 (0.297) (2.234e+07) (0.311) (2.446e+07) 

lag1_ValueMIGA   6.82e-09*** 0.219** 

   (1.95e-09) (0.107) 

Constant -4.089 -2.226e+08 -2.619 -1.834e+08 

 (3.348) (2.639e+08) (3.604) (2.879e+08) 

Observations 853 853 788 788 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 2e: Regression Results for Alternative Specification 1 (Per Capita Measure of Aid)  

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

VARIABLES logit regress logit regress 

     

ln_GDP 0.106 -2.428* 0.0643 -2.236 

 (0.131) (1.370) (0.138) (1.494) 

ln_PerCapitaGDP -0.524*** 8.339*** -0.475*** 9.290*** 

 (0.156) (1.738) (0.165) (1.970) 

GDPGrowthRate -0.0379** 0.321 -0.0329* 0.343 

 (0.0180) (0.198) (0.0184) (0.215) 

Life_Ex -0.0142 0.188 -0.0168 0.190 

 (0.0252) (0.272) (0.0263) (0.298) 

Infant_Mor -0.00250 0.0844 -0.00274 0.101 

 (0.00858) (0.0914) (0.00897) (0.101) 

Savings -0.0106 -0.0470 -0.0118 -0.0508 

 (0.00958) (0.109) (0.00995) (0.119) 

ln_FDI 0.211** -0.965 0.201** -1.317 

 (0.0854) (0.899) (0.0916) (1.007) 

Control_Corruption 0.0302 -0.0794 0.0511 0.0545 

 (0.350) (3.527) (0.385) (4.093) 

Stability 0.399** 0.0754 0.370** -0.100 

 (0.167) (1.836) (0.175) (2.031) 

Reg_Qual 0.847*** -2.386 0.740** -2.521 

 (0.307) (3.269) (0.321) (3.682) 

Rule_of_Law -1.195*** 0.966 -1.187*** 1.351 

 (0.380) (3.949) (0.411) (4.496) 

polity -0.0126 0.0915 -0.0152 0.143 

 (0.0178) (0.195) (0.0188) (0.215) 

usindex -0.115** -1.041* -0.102* -1.167* 

 (0.0550) (0.595) (0.0573) (0.666) 

ukindex 0.231*** 0.0864 0.247*** 0.0179 

 (0.0733) (0.875) (0.0772) (0.952) 

jpindex -0.0738 1.326* -0.107* 1.389* 

 (0.0590) (0.739) (0.0617) (0.800) 

grindex 0.0368 0.222 0.0557 0.445 

 (0.0709) (0.745) (0.0748) (0.835) 

frindex 0.00528 -0.523 0.0110 -0.683 

 (0.0497) (0.565) (0.0517) (0.622) 

Alliance1US 0.408 -5.323* 0.466 -6.324* 

 (0.274) (3.121) (0.290) (3.502) 

MIDT5 0.822 3.678 0.908* 4.702 

 (0.511) (4.180) (0.550) (4.655) 

BMIDT5 0.129 -2.436 0.101 -2.299 

 (0.297) (2.924) (0.310) (3.247) 

lag1_PCaID   0.00631 -0.0266 

   (0.0120) (0.305) 

Constant -3.837 7.678 -3.058 3.548 

 (3.293) (34.41) (3.470) (37.74) 

     

Observations 853 853 788 788 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 3e: Regression Results for Alternative Specification 2 (Log Measure of Aid)  

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

VARIABLES logit regress logit regress 

     

ln_Population -0.101 0.109 -0.165 0.0624 

 (0.240) (0.305) (0.253) (0.319) 

ln_GDP 0.198 0.116 0.165 0.116 

 (0.255) (0.327) (0.270) (0.344) 

ln_PerCapitaGDP -0.589*** 0.278 -0.517** 0.244 

 (0.221) (0.313) (0.233) (0.330) 

GDPGrowthRate -0.0376** -0.00931 -0.0294 -0.00540 

 (0.0180) (0.0252) (0.0187) (0.0264) 

Life_Ex -0.0141 -0.00431 -0.0148 -0.0112 

 (0.0252) (0.0346) (0.0269) (0.0366) 

Infant_Mor -0.00177 0.00460 -0.00135 0.00348 

 (0.00875) (0.0117) (0.00936) (0.0125) 

Savings -0.0112 0.00141 -0.0124 -0.00109 

 (0.00969) (0.0139) (0.0103) (0.0146) 

ln_FDI 0.217** -0.0343 0.192** 0.00361 

 (0.0867) (0.117) (0.0941) (0.125) 

Control_Corruption 0.0125 -0.632 -0.0410 -1.076** 

 (0.353) (0.451) (0.389) (0.504) 

Stability 0.396** 0.433* 0.328* 0.436* 

 (0.167) (0.234) (0.178) (0.246) 

Reg_Qual 0.824*** 0.719* 0.601* 0.688 

 (0.311) (0.416) (0.333) (0.454) 

Rule_of_Law -1.172*** -0.582 -0.910** -0.169 

 (0.384) (0.505) (0.427) (0.560) 

polity -0.0128 0.0380 -0.0170 0.0311 

 (0.0178) (0.0249) (0.0191) (0.0264) 

usindex -0.111** -0.0863 -0.0642 -0.126 

 (0.0559) (0.0770) (0.0598) (0.0822) 

ukindex 0.229*** -0.0863 0.221*** -0.0721 

 (0.0736) (0.112) (0.0783) (0.117) 

jpindex -0.0686 0.213** -0.115* 0.222** 

 (0.0603) (0.0942) (0.0642) (0.0984) 

grindex 0.0367 -0.0224 0.0602 -0.00998 

 (0.0710) (0.0948) (0.0768) (0.102) 

frindex 0.00441 0.0790 -0.000238 0.0906 

 (0.0499) (0.0719) (0.0530) (0.0765) 

Alliance1US 0.394 -0.258 0.444 -0.0314 

 (0.276) (0.397) (0.298) (0.430) 

MIDT5 0.823 0.575 0.816 0.387 

 (0.511) (0.532) (0.559) (0.571) 

BMIDT5 0.131 -0.362 0.139 -0.314 

 (0.297) (0.373) (0.315) (0.399) 

lag1_logAid   0.0357*** 0.00842 

   (0.00737) (0.00958) 

Constant -4.089 9.727** -2.314 10.38** 

 (3.348) (4.402) (3.620) (4.704) 

     

Observations 853 853 788 788 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Index Coding: 

 

 Each of MIGA’s clients is assigned a donor-borrower relations index score (0-16) 

for each of the Bank’s top five largest donors. Low values indicate weak geostrategic 

importance, while high values indicate strong donor interest. The donor influence index is 

calculated by dividing each separate dimension of donor relations (exports, imports, 

bilateral aid, and affinity) into quartiles and assigning each quartile a value (1-4), 

corresponding to low-very high relations. The final index score is a summation of how 

close a country is to a particular donor, across each dimension of donor-borrower 

relations (see the tables below for coding details).  

 

Table 4e: Index coding for relations with the United States 

Variable 
No ties  

(Very Low) 

1st quarter 

(Low) 

2nd quarter 

(Middle) 

3rd quarter 

(High) 

4th quarter 

(Very High) 

US Exports 

(annual) 
-- 1 – 89m 90 – 399m 400m – 2.59bn 2.6bn – upward 

US Imports 

(annual) 
-- 1 – 65.9m 66m – 915.9m 916m – 3.9bn 4.0bn - upward 

US Aid 

(annual) 
Neg – 0  1- .349m .35m – 27.9m 28m – 77.9m 78m -upward 

US Affinity 

(annual) 
-- .1 - .379 .38 - .519 .52 - .749 .75 – upward 

(Very low = 0, Low = 1, Middle = 2, High = 3, Very High = 4) 

 

Table 5e: Index coding for relations with the United Kingdom 

Variable 
No ties  

(Very Low) 

1st quarter 

(Low) 

2nd quarter 

(Middle) 

3rd quarter 

(High) 

4th quarter 

(Very High) 
UK Exports 

(annual) 
0 1 – 39m 40m - 142.9m 143m – 513.9m 514m - upward 

UK Imports 

(annual) 
-- 1 – 17.9m 18m - 133m 134m – 944.9m 945 - upward 

UK Aid 

(annual) 
Neg – 0  .01 - 1.49m 1.5m – 15.9m 16m-200m 200m - upward 

UK Affinity 

(annual) 
-- .1 – 1.19 1.2 – 1.28 1.29 – 1.39 1.40 -upward 
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Table 6e: Index coding for relations with Japan 

Variable 
No ties  

(Very Low) 

1st quarter 

(Low) 

2nd quarter 

(Middle) 

3rd quarter 

(High) 

4th quarter 

(Very High) 

JP Exports 

(annual) 
-- 1 - 22m 23m – 127m 128m -728m 729m - upward  

JP Imports 

(annual) 
-- 1 – 9.9m 10m – 88m 89m – 387m 388m - upward 

JP Aid (annual) Neg – 0  .01 -7.49m 7.5m -24.9m 25m - 99m 100m – upward  

JP Affinity 

(annual) 
-- .01 – 1.47 1.48 – 1.54 1.55 - 1.64 1.64 - upward 

 

Table 7e: Index coding for relations with Germany 

Variable 
No ties  

(Very Low) 

1st quarter 

(Low) 

2nd quarter 

(Middle) 

3rd quarter 

(High) 

4th quarter 

(Very High) 

GR Exports 

(annual) 
-- 1 – 67m 68m - 270m 271m - 1.79bn 1.8bn -upward 

GR Imports 

(annual) 
-- 1 -42m 43m – 248m 249m – 1.49nb 1.5bn – upward  

GR Aid 

(annual) 
Neg - 0 1- 12.9m 13m - 25m 26m - 49m 50m- upward  

GR Affinity 

(annual) 
-- 1 – 1.38 1.39 - 1.45 1.46 – 1.56 1.57 - upward 

 

 

Table 8e Index coding for relations with France 

Variable 
No ties  

(Very Low) 

1st quarter 

(Low) 

2nd quarter 

(Middle) 

3rd quarter 

(High) 

4th quarter 

(Very High) 

FR Exports 

(annual) 
-- 1 – 67m 68m -239m 240m – 830m 831m -upward 

FR Imports 

(annual) 
-- 1 – 19m 20m -146m 147m – 884m 885m – upward  

FR Aid 

(annual) 
Neg - 0 1- 3.4m 3.4m – 10m 11m - 39m 40m - upward  

FR Affinity 

(annual) 
-- 1 -1.26 1.27 - 1.33 1.34 – 1.45 1.45 – upward  

 

Table 9e Descriptive Statistics: Donor-Borrower Relations Indices  

 
Mean Median 

Standard 

Deviation 
Range 

US Index  9.8 10 2.46 4-16 

UK Index  9.08 9 2.55 3-15 

JP Index 9.15 9 2.51 3-15 

GR Index  9.52 10 2.62 3-16 

FR Index  9.43 9 2.64 3-16 

Statistics based on the time period between 1996-2011. 

 


