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Abstract

Do bilateral donors, whether for strategic or altruistic reasons, single out countries in or
near a conflict as foreign aid recipients? We revisit the aid allocation debate, studying
twenty bilateral donors over four decades. We find that allocation is based on the
political and economic cooperation it could encourage, as well as on the economic
development it could create. All donors condition aid on the presence of conflict,
although in differing ways. The United States allocates large amounts of development
aid to countries bordering a conflict, both pre- and post-Cold War, while donors

traditionally seen as altruistic display strategic tendencies.
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To what extent do a donor’s strategic interests, those interests pertaining to its
short term and long term political and economic goals, condition bilateral aid allocation?
In extensive previous analysis of foreign aid allocation (see Akhand and Gupta 2002 for
review), scholars often characterize strategic donors as concerned with areas
experiencing or threatened by conflict, and attempt to capture their interests with
measures such as recipients’ proximity to Communist countries (McKinlay and Little
1977) and recipients’ human rights abuses (Poe 1992; Lai 2003). The debate remains,
however, as to whether aid flows toward contentious regions in the hopes of stabilizing
them, flows away from contentious regions until the strife dies down, or has any
relationship with conflict at all. Past works suggest that various types of conflict, be they
internal or between superpowers, have an impact on aid allocation, but none target and
measure conflict systematically.

We add a new dimension to donors’ strategic motivations: the recipient’s
geographic proximity to conflict. Geographic proximity to conflict is an improvement
over previous measures of strategic interest in that it allows comparison across several
donors in one framework, rather than relying on region invariant effects, or a division of
time based on the Cold War.! Examining 20 bilateral donors and 122 recipients, we
confirm previous findings that there are economic, political, and altruistic elements to
allocation for most donors, although to varying extents in each. We also assess conflict

in the context of a two-stage aid allocation decision, and find that a recipient’s

! Alesina and Dollar (2000) are the only scholars to date that undertake as inclusive an analysis of bilateral
donors, although they do not analyze the presence and/or intensity of conflict, and they cover a subset
(1970-1994) of the years and donors in this study.



geographic proximity to conflict holds explanatory power for every donor in our study.
The US, Norway, Italy, Germany, Finland, and the USSR condition aid positively on
geographic proximity to conflict, while Canada, France, Switzerland, and Spain indicate
a preference for allocation in more stable environments. Many donors traditionally
viewed as altruistic display strategic features, when conflict is taken into account.

A deeper understanding of allocation patterns sheds light on aid effectiveness.’
Because we find that bilateral aid is given largely as a result of donors’ political and
economic interests, we can surmise why aid is not as effective at spurring development as
proponents originally hoped it would be. Strategic donors do not necessarily allocate aid
based on the development it could create, but rather on the cooperation it could
encourage. Conflict, always known to be potentially devastating to a nation’s economic
and political system, may threaten it in ways previously not pondered — specifically, the
reduction of aid. It is thus important to determine which donors are strategic in their
allocation, and what elements of strategic allocation can be observed systematically.

I. Conflict and Allocation

Typically, studies of the determinants of bilateral foreign aid allocation focus on
the motives of bilateral donors, and target two main dimensions: altruistic and strategic.
Altruistic motivations are based on humanitarian interests in a recipient’s development
levels. Altruistic donors target aid toward countries that can use the money most

effectively to bolster savings levels and increase the general welfare.

? See Burnside and Dollar (2000) for analysis of when aid is effective for development.



Strategic motivations are those associated with the donor’s short term and long
term political and economic interests. Friedman (1958) noted early in the history of aid
that it might be used as a tool by donors to win allies. Although he believed such an
intention to be misguided, further scholarship has characterized various donors,
particularly the US, as being strategic in allocation motives (McKinlay and Little 1977).
If a donor seeks future political or economic cooperation from a given developing
country, it may allocate aid to that recipient to enable it to respond to donor requests, to
insure the recipient will remain a faithful ally (Mosley 1986: 32), or to give it a greater
disposition to cooperate with the donor in international affairs.

In such a case, strategic importance would trump “need” as a determinant of
allocation levels (ibid.). The strategic donor thus hopes to fund only those recipients that
will, or have the potential to, cooperate. Before aid is allocated, it is impossible to be
certain if aid will encourage a given recipient to cooperate. The donor therefore hopes to
find the ideal recipient at the onset, before making its final allocation decision, and seeks
clues that will indicate a potential recipient’s willingness to cooperate in the future.

The principal-agent paradigm is a useful means to characterize this donor-
recipient relationship. The donor is the principal, seeking its ideal recipient amongst a
field of possibilities. The recipient is the agent, which cannot be monitored constantly to
insure that the aid will have the effect the donor desires. Thus, the donor attempts to
avoid adversely selecting aid recipients for which aid will not encourage cooperation or
development. It tries to determine at the onset which recipients are appropriate by

looking for signals that can be associated with future cooperation. After deciding which



recipients will receive its aid (the gate-keeping decision), the donor must then determine
how much aid each recipient will get (the level-setting decision).” We thus follow the
lead of Cingranelli and Pasquarello (1985), in their characterization of the allocation
decision as a two-stage process. Both the gate-keeping decision and level-setting
decisions are influenced by the donor’s assessment of a recipient’s cooperation potential.
This assessment is likely based both on previous cooperation between the donor and
recipient, as well as recipient attributes that make its cooperation with the donor
desirable.

Often scholars try to capture the altruistic dimension of aid by gathering data on
recipient development levels such as Human Development Indicators (HDI), GDP,
literacy rates, and mortality rates (see Polachek, Robst, and Chang 1999). Strategic
motives have been measured by analyzing United Nations General Assembly (UNGA)
voting relationships (Alesina and Dollar 2000), trade and treaty memberships (Meernik,
Krueger, and Poe 1998), colonial history, human rights records (Poe and Tate 1994), and
levels of democracy. Most of these studies focus on one donor at a time, to insure that
case-specific interests are included in the study. Empirical studies indicate that donors
have varying ways of avoiding the adverse selection problem. France is seen as giving
aid largely based on colonial ties. Japan gives aid to trading partners. The US gives a
large portion of aid to the Middle East, and during the Cold War gave substantial aid to

nations bordering Communist countries (McKinlay and Little 1977).

3 Martens et al (2002) has characterized the chain of foreign aid allocation as a series of principal-agent
problems. See Laffont and Martimort (2001) for presentation of the basic principal-agent model and the
adverse selection problem.



Yet even within these depictions of donor preferences, examinations into
allocation patterns exhibit variations in allocation that cannot be explained by the usual
suspects. We thus need to cast a different paradigm, one which enables all donors to be
examined by the same criteria, one which gives us a continuous look at strategic interests
that is not divided by the presence or absence of the Cold War. We create a new variable,
geographic proximity to conflict, to enable us to understand donor strategic interests in
the context of both the Cold War and the years since it ended. A nation’s relationship to
conflict can be described on two dimensions: proximity and intensity. In a given year, a
recipient can have one of four levels of proximity: harboring a conflict, bordering a
conflict, being in the region of a conflict, or being near no conflict at all. The intensity of
any conflict has three possible ratings: minor (more than 25 battle-related deaths per
year), intermediate (more than 25 battle-related deaths per year and a total conflict history
of more than 1000 battle-related deaths), or high (more than 1000 battle-related deaths —
war).*

We posit that conflict is a mitigating contextual variable in the typical principal-
agent story, which can affect allocation patterns through three basic mechanisms.
Altruistic donors might increase aid to nations that are threatened with conflict, in order
to secure basic human rights and services (see Polachek, Robst, and Chang 1999). Some
strategic donors may wish to stabilize recipients from whom they need future cooperation

(see Stein, Ishimatsu, and Stoll 1985), or to gain access to a nation geographically near a

* These variables were culled from the Armed Conflict Dataset from the International Peace Research
Institute, Oslo (PRIO), authors Havard Strand, Lars Wilhelmsen, & Nils Petter Gleditsch (2002). Please
see further details accompanying Figure 1.



particular conflict. Other strategic donors, concerned that their aid yield the highest
payoff possible, may target stable environments, eschewing those with conflicts.

Previous scholarship discusses the link between conflict and allocation with
specific examples. Aid to Southeast Europe spiked in 1999 after the Kosovo Crisis
threatened to destabilize the region (Mitra et al 2001), illustrating the interdependence
between one recipient’s aid levels and the conflict its neighbors endure. After the war in
Bosnia and Herzegovina that ended in 1994, aid levels approached 75% of GDP
(Demekas et al 2002). Also in 1994, when genocide in Rwanda gained international
notoriety, aid to Rwanda increased by $280 million,” over 29% of GDP.

An examination of bilateral aid flows from 1960-1997 shows further variations in
both conflict and aid. Take France, often cited as giving aid heavily to past colonies.
Sixteen recipients in Sub-Saharan Africa were colonies of France, yet receive disparate
amounts of gross aid from France during the time examined. Of these sixteen recipients,
nations bordering conflicts received, on average, $19 million more per year than those
not bordering or containing a conflict. Figure 1 illustrates that over time, recipients
bordering conflicts received more than those containing conflicts, as well. Within nations
bordering conflicts, those bordering high intensity conflicts receive $51 million less in
French aid per year than those bordering intermediate conflicts, and $32 million less per
year than those bordering minor conflicts.

(Insert Figure 1 about here.)

> The average differences presented in this section are the result of a Scheffé multiple-comparison test run
on OECD data (see appendix for source information and definitions), which measures the difference in
means between two categories and tests whether that difference is significantly different from zero (see
Hamilton 2004, 150-151). All tests are performed on data given per country-year in 1995 US dollars and
are significant at the p<.05 level.



Or, consider the argument that Japan conditions aid in part based on trading
relationships. Focusing on the nations that maintain trading volumes above the median
with Japan, we find that those that harbor conflicts receive an average of $120 million
more per year, and those that border conflicts receive an average of $46 million more per
year, than those that are merely in the region of a conflict, regardless of the intensity of
that conflict. Figure 2 visually depicts these values over time, showing that although
there is a steady trend upward in Japanese aid overall, money is more likely to go to
trading partners containing conflicts than those that do not. Considering only nations
with proximity to high intensity conflicts, those in the region of high intensity conflicts
receive, on average, $50 million less per year than those with internal high intensity
conflicts, and $47 million less per year than those bordering high intensity conflicts.

(Insert Figure 2 about here.)

The Middle East is often considered to be a region of strategic importance to the
US, largely due to its geopolitical significance. Within Middle Eastern recipients of US
aid, nations containing conflicts receive an average of $470 million more than those in
the region of a conflict, per year. Holding intensity constant at the intermediate level,
those harboring intermediate conflicts receive an average of $570 million per year more
than those bordering similar conflicts, and $680 million more per year than those in the
region of similar conflicts. Considering nations with internal conflicts, those harboring
high intensity conflicts receive an average of $760 million less per year than those with
intermediate conflicts (see Figure 3).

(Insert Figure 3 about here.)



These variations in aid flows over time indicate that a recipient’s proximity to
conflict, as well as a given conflict’s level of intensity, may have profound effects on
allocation patterns despite controlling for variables such as region, development levels,
population size, and strategic considerations of trade and colonial history. We thus set
out to investigate conflict as a previously omitted component of allocation in multivariate
analysis. While acknowledging that not all donors are strategic in their allocation, we
move on to explore the donor that is strategic, basing allocation in part on short term and
long term economic and political interests. We expect each donor to have a different
preference ordering over altruistic and strategic interests, but we set out to test them all
according to the same model, in order to compare interest profiles.

I1. Data, Hypotheses, and Estimation

We conceptualize the allocation process in two stages: gate-keeping and level-
setting. We include conflict in or near the recipient at both the gate-keeping and level-
setting stages to examine the effects of this potential determinant of allocation. For every
donor data set, each observation represents a recipient in a given year, spanning 122
recipients from 1960-1997 (see Table Al in the appendix for a list of recipients). We
examine all potential bilateral relationships between any countries that were aid
recipients during this period and each of the donors for which bilateral aid data was

available.® Table A2 in the appendix presents variable definitions, sources, and

® The donors for which we were able to retrieve data are: Australia, Austria, Belgium, Canada, Denmark,
Finland, France, Germany (pre-unification, this data set accounts for West Germany), Ireland, Italy, Japan,
Netherlands, New Zealand, Norway, Portugal, Spain, Switzerland, Sweden, UK, US, and USSR. Each
donor recipient panel is unbalanced. Due to the nature of developing countries’ data, many observations of
the control variables drop out of various regression specifications. There is a concern that data for certain
countries may be missing systematically (e.g. from the least developed Sub-Saharan African countries),



descriptive statistics. Our dependent variable is gross per capita bilateral aid, in constant
1995 US dollars, flowing from a given donor to a given recipient in a given year.
Gate-Keeping Stage

In the gate-keeping stage, a donor decides whether to allocate aid to a potential
recipient. For this stage of our empirical specification, we turn the aid measure of the
dependent variable into a dummy that takes value 1 if the variable is observed and 0
otherwise. We also lag the dummy variable and use it as a regressor in this stage to
account for the bureaucratic inertia embedded in the aid allocation process and the lock-
in effect associated with aid projects that last multiple years.’

We posit that this stage will be determined in part by a donor’s altruistic interests,
and thus that the chance for observation is affected by a recipient’s degree of economic
development. We capture these altruistic interests with lagged controls of GDP per
capita and life expectancy, which we expect to be negatively correlated with aid.
Additionally, conflict-stricken areas may receive altruistically-motivated aid to help
strengthen economies and social structures.

The gate-keeping stage should also be determined by those strategic interests that
indicate cooperation between the donor and the recipient. We capture a history of
cooperation between the donor and recipient by including bilateral trade patterns, past
colonial ties, the nature of a country’s political regime through its Polity IV score, and

voting history in the UNGA. We expect that trading partners and previous colonies will

potentially biasing our results. Comparisons across donors should still be valid if the bias is similar across
donor regressions.

7 Existing literature omits the lagged dependent variable in aid allocation estimations. The fit of the model
improves when lagged aid is included in the selection rather than the regression stage.

10



be more likely to receive aid from economically oriented donors than other recipients.
We hypothesize that a country’s Polity IV score, which ranks the political regime of a
recipient from most autocratic to most democratic (-10, 10), as well as a strong voting
relationship over the previous five years with a particular donor, will have positive effects
on the likelihood of receiving aid from politically oriented donors.®

We also include measures of conflict in the gate-keeping stage, to examine the
effects of conflict proximity as it grows closer to each recipient, as well as the effects of
increases in conflict intensity, on whether or not a nation will receive aid from a given
donor. The effect of aid during a conflict can be ambiguous. On the one hand, conflict
increases the aid recipient’s needs; on the other it raises rents to be captured by winners.
For example, the Grossman (1992) model explores the effect of aid on conflict risk and
predicts that it will make conflict more likely. Aid is a financial prize of rebellion in this
model. Because it can be reasonable for donors to either grant or withhold aid based on
conflict, we do not hypothesize a particular direction of association between conflict and
aid at this stage, but we do expect that donors will condition aid on conflict in some way.

Lastly, we control for region’ and population'® in the gate-keeping stage.

¥ The exception to this expectation is the USSR’s gate-keeping stage, with which the Polity IV score should
have a negative relationship.

? Regional dummies account for region invariant effects. Alternatively, we test our hypotheses for key
donors in different regions. Including regional effects is more reliable as it affords estimation with pooled
observations. It also allows us to broaden our attention beyond the Middle East effect that has been largely
explored by previous scholarship. To relate to this previous work, we use the Middle East as baseline.

12 A small-country bias, first identified by Isenman (1976), would exist if smaller states received more aid
per capita than larger states. One reason for this might be because each state might be useful in terms of
future cooperation, and thus smaller states, when receiving an amount of aid that is not “derisory,” would
be able to spread that amount over fewer people (632). Controlling for population size will account for this
potential bias.

11



Level-Setting Stage

In the level-setting stage, we incorporate the most recent cooperation indicators
available to the donor. Altruistic indicators may play a role at the level-setting stage, so
GDP per capita, life expectancy, and population serve as potential indicators for the need-
based aid amount allotted to different recipients.'' To capture strategic considerations,
we include recent voting correlations and conflict variables. We expect the proximity
and intensity of a conflict to thus influence not only whether a nation will be a recipient,
but also how much aid it receives.'”
Estimation

As a donor’s decision to allocate aid to a recipient is unlikely to be random, we
elect not to use ordinary least squares regression to fit an aid allocation model. Our data
set indicates that donors do not allocate funds to all recipients in all years, and that the
proportion of observations where no allocation occurs is significant. Least squares
regressions such as reported in Alesina and Dollar (2000) applied to the aid allocation
problem yield biased results if there is a non-zero correlation between the gate-keeping
stage and the level-setting stage. Instead, we fit the following Heckman selection model,
estimated with maximum likelihood, which potentially produces consistent,

asymptotically efficient estimates for all the parameters in the aid allocation model."

' Certain variables, such as past colonial history, are not applicable to all donors. With few exceptions,
however, all donor regressions are based on the same criteria.

12 Geographic proximity to conflict is likely correlated with needs of the recipient when the recipient itself
is the territory of a conflict. Refugees may also raise the need for aid in bordering countries. Much of this
need, however, would be reflected in relief aid, which this study does not include.

" Because the data is censored due to a binary decision that each donor makes whether to allocate aid to a
recipient in a given year, we choose a Heckman selection model over a Tobit analysis. We believe the aid
allocation decision to be two-stage (selection stage: fund or not fund, outcome stage: how much to fund),

12



Regression equation (level-setting stage):

Yi,t = Xits B + Ui (1)
Selection equation (gate-keeping stage):

Zipsh +up>0 (2)
where

u; ~ N(0, o)

u ~N(0, 1)

corr (uj, ) =p

We employ the Wald test of independence of the selection and regression equations to
arrive at the most appropriate specification.

The Heckman selection model as utilized here does not directly account for panel
heterogeneity.'* We assume donor decisions are taken independently in each period, and
we partially account for time series features of our data by using the lagged dependent
variable as a regressor in the selection equation. Time invariant effects are included in

the regression equation to capture the general effects of world business cycles.

with different variables entering each decision stage. Unlike the Heckman model, a Tobit model would
assume the selection and outcome processes to be fundamentally the same. See Johnston and DiNardo
(1997: 447-452) and Greene (2000: 925) for a discussion of this topic. As a robustness check, however, in
an earlier version of the paper, we conducted estimations using Tobit as well and found that, with very few
exceptions, the significance and sign of coefficients are not qualitatively different from those reported with
the Heckman selection model. These Tobit results were for regressions that included the lagged dependent
variable. Both a simple Tobit and random-effects Tobit were estimated. A comparison of those results
indicated that the panel-level variance component is unimportant and that the panel estimator is not
different from the pooled estimator. We choose the Heckman selection model over the Heckman two-step
procedure, which estimates a probit in the selection stage and OLS in the regression stage, because even if
the model is correctly specified, the two-step model may be inefficient compared to the full maximum
likelihood counterpart. Davidson and McKinnon (in Johnston and DiNardo 1997: 450) recommend using
the two-step procedure only to test for the presence of the selectivity bias. If the null hypothesis of no
selectivity bias is rejected they recommend maximum likelihood estimation.

" In future work, this issue might be addressed by testing a panel data sample selection model, where both
the selection and the regression equation contain unobservable country-specific effects (in line with
Kyriazidou 1997).
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Additionally, year effects may reveal features of a donor’s domestic optimization
problem about how much aid it can afford, subject to domestic constraints.'> We attempt
to uncover the strategic interaction between donors and recipients in addition to the
determinants of trends of bilateral aid allocation.'® To that purpose, we estimate our
model with annual data, which allow for observing short-term behavior alterations on the
part of donors and recipients, rather than averages over a range of years, which are more
suited for studying behavioral trends. To control for the possibility of simultaneity and
allow for information lags, all independent variables are lagged once.

II1. Empirical Results

We find that donors vary in their degree and type of strategic interests.
Geographic proximity to conflict, while consistently holding significance, points to
differential and intricate donor and recipient behavior (see Tables 1 and 2 below). Table
A3 in the appendix presents our raw findings from individual donor estimations. For

eighteen donors, a Wald test'’ confirms the validity of the Heckman selection model.'®

13 A direct address of the donor’s decision of how much total aid to allocate given a budget constraint or
how to partition its aid resources between bilateral and multilateral aid is beyond the scope of this paper.

' 1t is possible that aside from the strategic interaction between donors and recipients, donors themselves
interact in the allocation process in ways unaccounted for thus far. One donor may decide to follow the
lead of another, allocating resources in a bandwagon effect to pool resources or save information costs.

The opposite relationship may exist; donors may reduce aid to recipients heavily supported by other
countries out of altruistic concerns towards the lesser recipients. Controlling for these effects is difficult. If
the total aid of all other donors is used as a control in, for example, the US regression, the two effects may
counteract each other, casting doubt on the usefulness of this measure. Also, simultaneity between the total
amount of aid available for distribution and that allocated to each country may pose a serious econometric
problem, given that total aid depends on the assessment of need or donor interest in recipient countries. As
a robustness check, in an earlier version, we included “amount of aid by all other donors” in unreported
regressions of individual donors to find that this inclusion does not alter the explanatory power of other
variables in either the selection or the regression stage. Further, including aid disbursement of a specific
donor (e.g. including US distribution in the France regression) does not change the results on variables of
interest.

" The Wald test rejects the hypothesis that the correlation coefficient between the selection and regression
stage equals zero, and is reported at the bottom of Table A3.
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The estimations of Austria’s and Germany’s aid allocation do not pass this test, whereas
Australia’s results are unreliable as the estimation fails to converge under acceptable
terms. We therefore omit the Australian results, and caution the reader that the Austrian
and German results are to be interpreted with care. Table A3 provides guidance on the
qualitative findings of our study by indicating the significance and direction of the effect
of the independent variables on either the likelihood that a country becomes an aid
recipient, or that a country receives a certain amount of aid.

The magnitude of all the coefficients interpreted below is from Table 1. The
coefficients represent marginal effects of each independent variable on the aid dependent
variable. The marginal effects reported (see the legend to Table 1 for background on
computation) are conditional on the aid observation taking a positive value and for values
of the rest of the explanatory variables kept constant at their means. If a variable enters
both estimation stages, that variable’s combined effect is reported. Marginal effects are
also reported for the regressors whose explanatory power is only included in the selection
stage. In the interest of space, we focus on discussing those donor regressions that raise
more interesting orders of magnitude or that display effects previously unaccounted for in
the literature.

Conflict
Consider first geographic proximity to conflict. The main results are summarized

in Tables 1 and 2 below. We find that the presence of a conflict (whether internal or

'8 We have concerns about any inferences based on the USSR regression because OECD data were
incomplete for the aid and trade variables. Additionally, for some of the likely receivers of USSR aid (the
former Eastern Bloc), we were only able to obtain post-1990 data for the control variables.
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bordering)'’ increases the propensity that fourteen of the donors will select a recipient
(Austria, Belgium, Finland, France, Germany, Ireland, Italy, Japan, Netherlands, New
Zealand, Norway, Sweden, Switzerland, and the US fall into this category; see Table
A3).** A non-overlapping group of fourteen donors also allocate aid to countries in the
region of a conflict. For nine donors, an increasingly intense internal conflict reduces the
amount of aid to that country, suggesting that while many donors are more likely to give
aid to recipients bordering or experiencing conflicts, once those recipients have passed
the gate, they receive less aid than otherwise.

Spain joins Canada, New Zealand, and the UK in reducing aid to recipients
bordering intense conflicts. Denmark, Finland, Netherlands, and Norway, join the US,
Japan, Germany, and Ireland in increasing aid to countries bordering more intense
conflicts. These findings suggest the possibility that these donors attempt to stabilize a
neighbor of a conflict due to economic and/or political motivations.

The magnitude of the effect of the conflict variables is profound for a number of
donors. For instance, a change of one standard deviation in the variable measuring
internal conflict intensity, from a mean value of .44 to a value of 1.38, is associated with
a US$6.59 increase in US aid per capita (47% of mean), and a US$1.79 increase (11% of
mean) in Soviet aid per capita. At the opposite end, France withholds USS$.76 (7.53% of

mean) for the same change in internal conflict intensity.

' For consistency, we allowed for the regional presence of conflicts in the selection stage, while agreeing
that the region-invariant effects already account for features of the region.

2 Being in the region of a conflict, for the most part, does not induce donors to pull away from aid giving,
the exception being the US and the USSR, which allocate less aid to these peripheral countries.
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(Insert Table 1 about here)

The variable measuring border conflict intensity displays similarly mixed results.
The US stands at the far end on funding recipients bordering a conflict, increasing its aid
by US$2.46 per capita per one standard deviation increase in bordering conflict intensity.
This corresponds to 17.4% of mean US aid per capita. The UK, instead, reduces its aid to
countries bordering a conflict by US$3.12 per capita, 76% of the UK mean aid.

Our findings show that some donors prefer stable environments for their aid
investment, while many others are willing to fund countries housing or in close proximity
to a conflict. The intensity of any given conflict magnifies the positive or negative effect
in the amounts exemplified above. The US and USSR on average exhibit higher orders
of magnitude in these effects, in part due to the higher aid amounts they allocate.”'

(Insert Table 2 about here)

Recall the mechanisms we posit, above, by which conflict can influence aid
allocation. Those giving more aid based on conflict may be trying to gain access to those
conflicts or to influence the outcome. Those giving less aid based on conflict may be
concentrating their scarce resources on recipients that they deem more stable, and thus
more able to cooperate economically and politically in the future. This would explain

why the US and the USSR, the donors with the most aid to give, are able to allocate aid

I To examine whether the salience of a vote could increase during times of conflict, we multiplied the
voting scores of donor-recipient pairs by the dummies reflecting degrees of proximity to a conflict. These
coefficients are generally harder to interpret and demonstrate that no significantly new information is
gained through their inclusion. The interactions hold significance only sporadically and for few donors.
They are thus excluded from the specification discussed here. The only result of potential interest is the
case of internal conflict in the US regression, where we observe a significant statistical and economic effect
on the interaction term. This effect does not disappear when dummies for Egypt and Israel are included in
the estimation, Egypt and Israel being well known cases of high receipts of US aid and likely candidates of
a conflict such as the above.

17



to conflict-stricken areas, and why the smaller donors reduce allocation to areas of
intense conflict.*
UNGA Voting

The importance of the conflict variables should be further assessed in comparison
with our control variables. We turn to the UNGA voting correlations as a summary
measure of donor-recipient alliances. The voting history coefficient is positive for 13 of
the 18 donors. Positive coefficients are statistically different from zero at a 10 percent
level or less for five donors (Austria, Finland, France, Germany, and Japan). The
Netherlands, Spain, and Ireland have negative and significant coefficients, possibly
suggesting that this friendship measure is inappropriate in cases where a single variable
(e.g. ex-colonial ties for Spain) determines the vast majority of a donor’s allocation
decision.

Recent UN votes also show significant effects on aid distribution. A particularly
notable finding is the effect of recent voting in the US regression, where moving from a
voting correlation of 0.15 to 0.35 (from about the 25" to the 75" percentile of all votes)
adds an astounding US$54.50 per capita to a recipient’s aid, a quadrupling of the mean.
For the same percentile move, going from a 0.32 to 0.48 correlation adds roughly

US$0.42 per capita to German aid, a 13 percent increase over the mean. It is striking that

2 The US and USSR were also the key players in the Cold War, suggesting that these findings reflect their
desire to foster cooperative regimes. We have no indication that US allocation behavior regarding conflict
is limited to the Cold War Era. We performed more in-depth examinations of key donors via sub-sample
regressions to check for differential behavior of a single donor across regions and/or time. When sub-
sample estimations were attempted, the Heckman procedure had difficulties converging in numerous
occasions and/or the results were too close to boundary conditions to be trustworthy. One result that we
can interpret is that US correlations with regard to voting patterns and geographic proximity to conflict
hold temporally (in regressions by decade).
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the Scandinavian countries, typically seen as more altruistic in motive, exhibit
correlations between aid and recent voting: Denmark and Finland, for example, seem to
“reward” most recent cooperation in the UNGA, while others do not seem to take the
most recent known votes as a representation of alliance. The coefficients of recent votes
for Belgium, Ireland and Spain suggest that votes are not viewed strategically by these
donors. As it may be the case with historical votes, such countries might look to other
indicators (e.g. trade relations, past colonial ties, and the nature of the recipient’s political
regime) as a sign of alliance.

Relationships among donors themselves may help explain the negative
coefficients as well. If two donors from different UN coalitions share aid recipients,
these recipient countries can use their vote as a signal of alliance with one donor only.
The pattern of the coefficients on voting correlations (both voting history and recent
votes) suggests that many, but not all, donors may view votes strategically. Overall, we
assess that bilateral aid is appreciably channeled into recipients who maintain friendly
relations with donors in the UN.

There is a concern with the endogeneity of UNGA votes and aid allocation.
Lundborg (1998), for example, finds that smaller countries receive proportionately more
aid, and suggests that aid from the US and USSR influenced and was influenced by votes
in the UNGA. Because the UNGA operates under the one-country-one-vote rule, an
efficient vote-buying strategy would target small countries. This potential simultaneity
problem has been raised and addressed by Alesina and Dollar (2000) who, after

instrumenting for UNGA votes, deduce that the more likely direction of causality goes
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from votes to aid allocation rather than the other way around. We treat the voting
correlation with a donor of interest (as defined by the statistical significance of this
variable) as a possibly endogenous covariate, instrumenting for it with another donor’s
voting correlation. Our limited results are consistent with previous findings in the
literature.”

In order for funding to occur, donors prioritizing strategy over altruism must have
a higher belief, relative to that required by more altruistic donors, that a targeted recipient
is an ally. In reality, the prior belief of whether a donor is an ally or not is based on
evidence of previous economic and political cooperation. Therefore, if we observe that a
donor conditions aid on UN votes and/or conflict, we should also observe that the other
cooperation variables (economic partnerships, previous colonial ties, past aid
relationships) are important to allocation. Below, we discuss the evidence of these
observations.
Control Variables

There is a path dependence effect in allocation that becomes apparent in our
study. Having received aid the year before consistently increases the probability of
selection as an aid recipient in all donors (except Austria and Germany—possibly the
reason why the fit of these particular donors is inadequate). The effect of lagged aid

varies in magnitude. It is smallest for the UK, Switzerland, and Japan at 10-15 percent

» We choose Japan as the instrumenting donor because it exhibits consistently high voting correlations
with the other donors while it targets a relatively distinct group of aid recipients. In the Japan regression,
we use Norway as the instrumenting donor. Because the Heckman specification cannot accommodate
instrumental variables, we focus on the gate-keeping stage and estimate a probit model that allows for
endogenous covariates. A Wald test of exogeneity suggests that we cannot reject the hypothesis that
voting correlations are exogenous. Note that we cannot generalize this result across all donors as the
underlying assumptions of this technique are not always met.

20



above their respective aid means, and highest for Spain and New Zealand at 366% and
437% over their respective means. Other donors fall in between these two extremes. For
example, being a recipient of Swedish, US, French, and USSR aid the year before
increases current aid levels by US$1.04 (85% over the mean), US$4.50 (32% over the
mean), US$6.92 (74% over the mean), and US$5.42 (32% over the mean) per capita in
their respective regressions.

We now turn to observations about the more traditional political and economic
determinants of aid allocation. The interactions of good institutions, aid, and economic
growth have received much attention from researchers and aid policy-makers since the
late nineties (beginning with Burnside and Dollar 2000). David Dollar and Victoria
Levin (2004) use the International Country Risk Guide (ICRG) indicators and Freedom
House measures to compile an index of good institutions and policies that could affect aid
targeting by bilateral and multilateral donors.* Freedom House has a correlation of -0.9
with Polity (Sobel 2000: 18). We chose Polity as an indicator of the quality of
institutions given its large coverage of aid recipients and years.”> Based on the
coefficient on the Polity score, we note that this indicator is a relevant allocation factor
for nine of the donors, and that it is not significant for the US, UK, or France.

What about the role of good recipient policies? We do not apply an economic

* Dollar and Levin (2004) have shown that bilateral and multilateral donors did not target countries with
good institutions from 1984-1989. In fact, they can only find support for good institutions targeting
occurring after 1995, thus excluding the bulk of our observations.

» ICRG’s coverage begins in 1983. We did explore the inclusion of ICRG’s various components in the
selection stage of our model. In the U.S. regression, for example, a stronger rule of law decreases the
likelihood that a country will be selected as a recipient (1983-97). Other country risk indicators that
showed statistical significance for the U.S. regression are expropriation risk, repudiation of government
contracts, and ethnic tension. These estimations were conducted on half of the main model observations
due to limited coverage of ICRG. The model fit deteriorated in each case, possibly due to reduced
observations.
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policy index (as, for example in Burnside and Dollar 2000), but various indicators are
included in the selection stage. In particular, the bilateral trade variable and FDI both
capture the openness of the recipient’s markets, as well as representing a donor’s
economic interests in a recipient. More than half the donors are more likely to allocate
aid to their trading partners (Canada, Denmark, Finland, France, Ireland, New Zealand,
Portugal, Sweden, Spain, and the USSR). Due to data limitations on bilateral FDI flows,
we can make limited inferences regarding FDI (measured here as a recipient country’s
total FDI). Overall, however, the small effect of this variable is striking. In most cases
where significant, the negative sign on the FDI coefficient possibly indicates that donor
aid and donor FDI are channeled into different countries, suggesting that donors do not
view FDI performance as a precursor to aid performance in these countries.

The fact that ex-colonies are preferred recipients by their previous colonial
powers may indicate that extended economic and political ties contribute to increased aid.
For instance, France allocates an additional US$2.54 per capita to an ex-colony, which is
27% of its mean aid. Stronger effects are observed for smaller donors, such as Spain and
Portugal.

The effect of population size is significant across both allocation stages and all
donors. Our results confirm the small-country bias effect, which is widely present in aid
studies. As expected, the lower a recipient’s GDP per capita, the more likely it is that it
will be chosen as an aid recipient by all donors. For many donors it is also the case that
the poorer countries receive more aid in the level-setting stage. The life expectancy

variable provides a somewhat mixed picture in both the selection and the regression
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estimation stages, with both positive and negative significant coefficients. This could be
the result of the life expectancy and GDP per capita variables summarizing similar
information about a country’s stage of development. When the magnitudes of both
effects are compared for each donor, the total impact is predominantly in the expected
direction; the higher the need, the larger the response in donor aid. Overall, these
findings suggest that donors are motivated altruistically in varying degrees and that the
scale of this effect is comparable, and often smaller, than that of the economic and
political determinants.
IV. Conclusions

Are bilateral donors drawn to, or deterred from, allocating aid to a country
experiencing or bordering a conflict? We found that every donor, without exception,
conditions aid on conflict at some point in their allocation. The inclusion of the new
conflict proximity and intensity measures illustrates the importance of putting all donors
to the same test, as we are able to investigate the widely-held beliefs regarding allocation
patterns of particular donors. Prevailing wisdom tells us that Scandinavian donors are
altruistic, Japan gives to trading partners, and France gives to former colonies. Our
evidence suggests that donor motivations are more complex than the previous literature
indicates, and that in terms of conflict, many donors are more like each other than they
are different.

The gate-keeping stage results point to interesting groupings. The Scandinavian
countries of Finland, Norway, and Sweden, plus Austria, Belgium, France, Germany,

Ireland, Italy, Netherlands, New Zealand, Switzerland, and the US are all more likely to
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give money to countries either bordering or containing conflict. At the level-setting
stage, donors exhibit further interesting patterns. Note that Denmark, Ireland, and Japan
all increase aid levels to recipients bordering conflict while decreasing aid to recipients
harboring conflict. These donors seem to be attempting to stabilize countries that might
experience unrest due to their neighbors, but not attempting to stabilize those with
conflict (at least not through ODA). Meanwhile, Belgium, Canada, France, New
Zealand, Portugal, Switzerland, Spain, and the UK all decrease aid based on either
harboring or bordering a conflict, or both. Conversely, those that increase aid based on
either internal or bordering conflict (or both) are not merely the US and USSR, but also
Denmark, Finland, Germany, Ireland, Japan, the Netherlands, and Norway. Sweden
diverges from its Scandinavian neighbors by joining Austria in failing to condition aid
levels on conflict proximity at all.

With the investigation reported here, it is difficult to determine if the donors
funneling aid toward conflict are trying to stabilize nations so that they may cooperate in
the future (strategic reasons), or so that they may be able to guarantee basic human rights
and services (altruistic reasons). Those donors that funnel aid away from intense
conflicts (Belgium, Canada, Denmark, France, Ireland, Japan, Switzerland, and Spain),
however, are likely doing so as a result of a strategic calculation of where their aid will
yield the highest payoff. Spain joins Canada, New Zealand, and the UK in reducing aid
to recipients bordering intense conflicts. Denmark, Finland, the Netherlands, and
Norway join the US, Japan, Germany, and Ireland in increasing aid to countries bordering

more intense conflicts. These findings suggest the possibility that these donors attempt to
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stabilize a neighbor of a conflict due to economic and/or political motivations.

Another facet of this study that is relevant to future work is the applicability of the
results beyond the standard division of time based on the Cold War.®  The current aid
literature views the increase in aid effectiveness in the nineties as partially a by-product
of the end of the Cold War, and the subsequent need to fund recipients on political
grounds. McGillivray (2003) suggests that the econometric methods used in the aid
allocation literature through the nineties may have erroneously led to a dramatic split of
donors into strategic and altruistic groups. This finding lessens the importance of the
assumed pre- and post-Cold War split in aid allocation patterns because it suggests that
countries like the U.S., widely assumed as strategic during the Cold War, have always
allocated aid partially on developmental goals. Our work generalizes McGillivray's
findings for the United States to all bilateral donors and earlier decades of aid allocation.

While we cannot claim to know exactly why donors condition aid on conflict, we
have established that all donors do condition aid on conflict, despite controlling for other
political, economic, and development factors. Scandinavian donors can no longer be
lumped into one group, as aid from these donors flows both toward and away from
conflict. These findings are worthy of further attention in the aid literature, particularly
as it speaks to the effectiveness of aid for poverty reduction and growth for countries in

conflict.

*% In unreported regressions, we also explicitly included a time dummy taking value 1 before 1990 and 0
thereafter. The variable holds statistical significance unsystematically and does not affect the main results
for conflict variables. During the Cold War, smaller donors (mainly Scandinavian countries) were less
likely to select recipients in or near a conflict, a possible indicator of a crowding out effect across donors
(e.g. where the US gave, the smaller donors did not).
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Appendix

Table A1 - Recipients in each Region analyzed

Central America
& Caribbean

Costa Rica

Dominican Republic

El Salvador

Guatemala

Haiti

Honduras

Jamaica

Mexico

Nicaragua

Panama

Trinidad & Tobago

Far East

& Oceania
Cambodia
China

Fiji
Indonesia
Lao PDR
Malaysia
Mongolia
Papua New Guinea
Philippines
Singapore
Thailand
Vietnam

Eastern Europe
& Central Asia
Albania
Armenia
Azerbaijan
Belarus
Bulgaria
Croatia
Czech Republic
Estonia
Georgia
Hungary
Kazakhstan
Kyrgyz Republic
Latvia
Lithuania
Macedonia
Moldova
Poland
Romania
Russian Federation
Slovakia
Slovenia
Tajikistan
Turkmenistan
Ukraine
Uzbekistan
Yugoslavia

Middle East
& North Africa
Algeria
Cyprus
Djibouti
Egypt

Iran

Israel

Jordan
Kuwait
Lebanon
Morocco
Oman

Syria
Tunisia
Turkey
Yemen

South America
Argentina
Bolivia

Brazil

Chile
Colombia
Ecuador
Guyana
Paraguay
Uruguay
Venezuela, RB

Sub-Saharan Africa

Angola

Benin

Botswana

Burkina Faso
Burundi

Cameroon

Central African Republic
Chad

Comoros

Congo, Democratic Republic
Congo, Republic of
Cote d’Ivoire
Equatorial Guinea
Eritrea

Ethiopia

Gabon

Gambia, The
Ghana

Guinea
Guinea-Bissau
Kenya

Lesotho
Madagascar
Malawi

Mali

Mauritania
Mauritius
Mozambique

Niger
Nigeria
Rwanda
Senegal
Sierra Leone
Somalia
South Africa
Sudan
Swaziland
Tanzania
Togo
Uganda
Zambia
Zimbabwe

South Asia
Bangladesh
Bhutan
India
Nepal
Pakistan
Sri Lanka
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Table A2: Summary Statistics of Variables, with Sources and Definitions

Summary statistics for aid, voting correlations, and trade for each donor, plus summary statistics for GDP per capita, life expectancy, FDI, and polity, with

sources.
Variable Donor | Mean | Std Dev | N aid | Definition
Bilateral aid per Australia 1.68 10.98 1672 | Bilateral Aid flows from each donor to each recipient (Official
capita (of the Austria 0.26 131 2258 | Development Assistance): The OECD defines Official
rgcipient country) Belgium 310 2570 2590 Development Assi;tar}ce as monetary ﬂows to develqping ngtions
d1str1bqted by each Canada 110 286 2736 or r.nultlllat.era! institutions for distribution to developing nations,
donor, in constant ) ) which is distributed to encourage development, at least 25% of
1995 US dollars. Denmark 0.77 170 1899 | which contains a grant component (OECD 2004). The overall N
Finland 0.22 0.62 1525 | for each dataset is 3675, except the USSR, the N for which is 3095
France 9.30 22.13 2431 | because it ceased to exist after 1991.
Germany 3.97 10.75 3361
Ireland 0.13 0.53 939
Italy 1.46 4.69 2627
Japan 2.81 5.13 2940
Netherlands 1.09 2.05 2532
Source: Bilateral aid | New Zealand 0.32 1.84 877
flows from OECD’s Norway 0.70 2.09 1995
International Portugal 2.13 8.18 132
Development Spain 1.12 502 752
Statistics Online Sweden 1.23 307 1706
Database (2003). .
Population from Switzerland 041 0.85 2674
World Bank World UK 4.12 14.08 2993
Development US 14.12 44.01 2978
Indicators (2002). USSR 16.96 79.85 540
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Table A2, continued: Summary Statistics of Variables, with Sources and Definitions

Variable Donor | Mean | Std. Dev. | N Definition

UNGA voting pattern | Australia 0.51 0.16 3459 | We constructed three measures of voting patterns: correlation
Austria 0.55 0.15 3459 | (reported in estimation results), Rice, and Unity. Correlation
Belgium 0.42 0.14 3459 | measures simply the amount of times per year that each dyad of

countries voted identically. Rice is an index commonly used in

Canada 0.46 0.14 3459 voting data (see Carey and Reinhardt 2004), which measures
Denmark 0.50 0.13 3459 | how many times each dyad voted similarly each year, as a
Finland 0.56 0.16 3459 | percentage of yes and no votes only (Rice = |(total yes)/(yes +
France 0.36 0.12 3459 | no) — (total no)/(yes + no)|). Unity is a measure created by John
Germany 0.39 0.19 2471 | M. Carey (ibid.), measuring how many times each dyad voted
Ireland 0.54 0.13 3459 | similarly each year, as a percentage of total votes (Unity =

Sources: The raw |(total yes)/(yes + no + abstain + no response) — (total no)/(yes +
Italy 0.44 0.14 3459 . .

data on UNGA votes no + abstain + no response)|). The Unity measure accounts for

for 1960-1985 came Japan 0.50 0.14 3459 nations being able to abstain as a form of protest, and thus

from the UN Roll Netherlands 0.45 0.14 3459 | registers a difference in voting even when one nation in a dyad

Call Data made New Zealand 0.53 0.16 3459 | abstains. It is, in this way, a stricter measure of voting

available by the Inter- | Norway 0.52 0.14 3459 | relationships than Rice. Correlation was chosen for these

university Portugal 0.44 0.21 3459 | analyses because it allows for two abstaining nations to be seen

Cor.ls.ortium for . Spain 0.56 0.15 3459 | 38 voting with one another.

Political and Social | gy egep 0.55 0.14 3459

Research. Gartzke .

and Jo (2002) have | SWitzerland 0

made available the UK 0.35 0.13 3459

UN Roll Call Data for | US 0.25 0.14 3459

1985-1996. USSR 0.64 0.21 2856
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Table A2, continued: Summary Statistics of Variables, with Sources and Definitions

Variable Donor | Mean | Std. Dev. | N Definition
Trade relations Australia 0.66 291 2082 | We calculate a variable that measures the sum of current
Austria 021 0.68 2986 | imports and exports between a donor and recipient for a given
Belgium 0.00 0.00 106 | year as a percentage of the recipient’s current GDP (IMF: 2002).
Canada 0.62 1.54 2980
Denmark 0.20 0.29 2986
Finland 0.16 1.05 2984
France 4.24 6.45 2984
Germany 291 2.77 3087
Ireland 0.09 0.22 2979
Italy 1.84 2.56 2984
Japan 3.38 5.77 2984
Netherlands 1.48 1.67 2984
New Zealand 0.18 0.90 2970
Norway 0.15 0.42 2980
Portugal 0.30 1.51 2984
Spain 0.76 2.01 2983
Sweden 0.34 0.67 2984
Switzerland 0.48 1.03 2984
Source: IMF UK 342 5.35 2986
Direction of Trade uUs 7.52 9.41 2993
Statistics (2002) USSR 0.87 2.89 2050




Table A2, continued: Summary Statistics of Variables, with Sources and Definitions

Variable | Mean [ Std.Dev. | N Definition
Source: World GDP per capita 1830.76 323328 3308 | We use the World Bank World Development Indicators of life expectancy
Bank World Life expectancy 56.09 11.03 3749 | and GDP per capita in 1995 US dollars, and impute missing values where
Development FDI 137 428 2576 | the data allows it. FDI was measured as net inflows as a percentage of the
Indicators (2002) | Population(log) 15.74 1.53 3795 | recipient’s GDP.
Source: Gurr’s Polity -2.02 6.79 3803 | A scale of a nation’s level of democracy was retrieved from Gurr’s Polity
Polity IV Project IV Project on Political Regimes Characteristics and Transitions, 1800-2002
on Political (Marshall and Jaggers 2003). The scale ranges from (-10, 10) (autocracy to
Regimes democracy).
Characteristics
and Transitions,
1800-2002
Source: The CIA | Number of Australia 1 | Each recipient was given a score of 1 in a dummy variable for the
World Factbook | Colonies per Belgium 3 | regression of the donor that was the latest colonial power for that recipient;
(2003) donor France 25 all recipients were given 0 for all other donors. UN-mandated protectorates
are also accounted for in this variable. These data were compiled from the

Port.ugal 4 CIA World Factbook (2003). All donors not listed here had no colonies in

Spain 171 our dataset.

UK 31

uUsS 2
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Legend for Table A3

The coefficients and standard errors (in brackets below the coefficients) are listed for each donor regression for the outcome and selection stages.

The dependent variable in the outcome stage is that donor’s gross aid per capita (i.e. scaled by the recipient’s population).

The dependent variable in the selection stage is a binary variable coded 1 if the recipient had an aid relation with that donor that year and 0 otherwise.

Under the number of observations N, the first number refers to the total number of observations considered in the regression, and the second number refers to
the uncensored observations, or the number of observations for which a non-zero amount of aid is recorded in any year.

* indicates significance at 10%. ** indicates significance at 5%. ***indicates significance at 1%.

To save space, we omit coefficients and standard errors for all individual years. Year effects were jointly significant.
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Table A3 (Austria — Japan, Selection Stage)

Selection

Lagged Aid
(binary)
Internal
Conflict
Border
Conflict
Regional
Conflict
GDP
per capita
Life
Expectancy
Colony

Vote History
Population
Polity2
Trade

FDI

Austria
Aid
dummy
1.612%**
[0.084]
0.007
[0.037]
0.053*
[0.029]
0.063
[0.044]
0.000
[0.000]
-0.021***
[0.006]

2.202%%*
[0.389]
0.191%%*
[0.033]
0.026%%*
[0.006]
-0.074
[0.065]
0.005
[0.007]

Belgium
Aid
dummy
1.604%**
[0.111]
0.215%*
[0.107]
0.049
[0.037]
0.118**
[0.047]
0.000
[0.000]
0.004
[0.008]
5.562%%%*
[0.219]
0.760
[0.465]
0.388%**
[0.048]
0.003
[0.008]

-0.012%
[0.006]

Canada
Aid
dummy
2.019%**
[0.109]
-0.005
[0.054]
0.051
[0.037]
0.22] %%
[0.052]
0.000
[0.000]
-0.014*
[0.009]

0.316
[0.508]
0.151#**
[0.040]
0.007
[0.008]
0.223%%x
[0.070]
0.068***
[0.022]

Denmark
Aid
dummy
1.659%**
[0.072]
0.037
[0.035]
-0.023
[0.027]
0.002
[0.040]
-0.000%***
[0.000]
-0.015%%*
[0.006]

0.251
[0.369]
0.135%+*
[0.030]
0.010%
[0.006]
0.626%**
[0.167]
0.000
[0.006]

Finland
Aid
dummy
1.228%*%*
[0.075]
0.083**
[0.034]
0.061**
[0.025]
0.036
[0.038]
-0.000%**
[0.000]
0.017%**
[0.006]

0.489*
[0.272]
0.253%%*
[0.029]
0.007
[0.006]
0.693%%*
[0.138]
0.006
[0.006]

France
Aid
dummy
1.520%**
[0.243]
0.063
[0.042]
0.077%*
[0.038]
0.151%**
[0.043]
-0.000**
[0.000]
0.027%**
[0.009]
1.542%**
[0.559]
1.514*
[0.799]
0.151%**
[0.036]
0.006
[0.006]
0.250%**
[0.038]
-0.024***
[0.005]

Germany
Aid
dummy
2.075%**
[0.324]
-0.060
[0.068]
0.178%**
[0.041]
0.231%**
[0.057]
-0.000**
[0.000]
-0.042%**
[0.013]

2,319+
[0.580]
0.129%*
[0.052]
0.017*
[0.009]
-0.037*
[0.020]
-0.002
[0.010]

Ireland
Aid
dummy
2.006%**
[0.074]
0.054
[0.039]
0.064**
[0.028]
0.134%***
[0.045]
-0.000***
[0.000]
0.012*
[0.007]

-0.846%*
[0.389]
0.220%**
[0.032]
0.027%%*
[0.006]
0.324%*
[0.131]
-0.006
[0.009]

Italy
Aid
dummy
1.553%%x*
[0.100]
0.103%**
[0.039]
0.087%**
[0.027]
0.186%**
[0.038]
-0.000**
[0.000]
0.001
[0.006]

-0.246
[0.396]
0.015
[0.029]
0.005
[0.006]
0.012
[0.015]
20.022%**
[0.008]

Japan
Aid
dummy
1.953***
[0.138]
-0.114%*
[0.046]
0.121%%**
[0.037]
0.188%**
[0.053]
0.000
[0.000]
-0.006
[0.008]

1.159%*
[0.492]
0.004
[0.045]
0.024+++
[0.008]
0.004
[0.012]
-0.009
[0.007]
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Table A3, continued (Austria — Japan, Selection Stage, continued)

Selection Austria Belgium Canada Denmark Finland France Germany Ireland Italy Japan
Central America 0.380** 0.724%%* 0.644*** 0.645%** 0.262* 0.460%** 0.436** 0.328* 0.344** 0.264
& Caribbean [0.157] [0.180] [0.178] [0.140] [0.138] [0.151] [0.197] [0.173] [0.150] [0.181]
Eastern Europe 1.285%**  -(.853*** 0.259 0.646%** -0.085 0.808*** 0.899%** 0.396** 0.077 0.338
& Central Asia [0.217] [0.223] [0.214] [0.174] [0.163] [0.256] [0.282] [0.200] [0.181] [0.269]
Far East -0.061 0.011 0.332%* 0.524%** 0.576%** 0.497%** 0.287 0.372%* 0.003 0.796%**
& Oceania [0.149] [0.190] [0.175] [0.142] [0.138] [0.138] [0.247] [0.171] [0.142] [0.196]
South America 0.534%:%* 0.723%*%* 0.616%** 0.407%** 0.262* 0.556%** 0.753%** 0.551%** 0.555%** 0.712%%*
[0.160] [0.198] [0.165] [0.152] [0.134] [0.141] [0.243] [0.181] [0.143] [0.199]
South Asia -0.398** -0.093 7.071%%* 0.536%*** 0.515%** 0.448*** -0.199 0.333 -0.515%**  8.692%**
[0.197] [0.282] [0.276] [0.191] [0.197] [0.171] [0.271] [0.219] [0.181] [0.201]
Sub-Saharan 0.400%** 0.861*** 1.034%#* 0.616%** 0.546%** 0.575%** 0.182 0.723%** 0.322%** 0.136
Africa [0.146] [0.183] [0.172] [0.128] [0.128] [0.181] [0.249] [0.165] [0.152] [0.159]
Constant -3.086** % 7 154%x* 3 D54%Fk D O8FHKK 0. 3T73HHE 6. 38TH*H -1.492 -5.740%** -1.424** -1.295
[0.636] [0.874] [0.742] [0.560] [0.591] [0.758] [1.281] [0.668] [0.564] [0.822]
Observations 2248 2382 2236 2271 2263 2233 2019 2280 2254 2228
Uncensored 1644 2079 1941 1248 1229 1888 1909 768 1734 2034
Log pseudo-
Likelihood -3581.100  -8760.035  -4121.465  -2551.538  -1938.267  -8256.604  -6786.169 -95.878 -5850.154  -6715.221
Model Wald X* 56.450 53.200 274.940 231.390 91.780 349.800 199.460 89.910 194.720 175.870
Probability > X* 0.007 0.014 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
Wald test of
Independent
Equations X* 0.140 2.920 22.030 93.450 19.440 39.000 1.580 52.490 6.690 5.910
Probability > X* 0.710 0.088 0.000 0.000 0.000 0.000 0.209 0.000 0.010 0.015
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Table A3, continued (Austria — Japan, Outcome Stage, individual year coefficients omitted)

Outcome Austria Belgium Canada  Denmark  Finland France Germany Ireland Italy Japan
Aid per Aid per Aid per Aid per Aid per Aid per Aid per Aid per Aid per Aid per
capita capita capita capita capita capita capita capita capita capita
Internal -0.010 -0.307*** -0.099%**  .0.074%** 0.002 -0.964*** 0.022 -0.006** 0.193** -0.219%*
Conflict [0.012] [0.086] [0.020] [0.019] [0.015] [0.235] [0.160] [0.003] [0.078] [0.097]
Border 0.031 0.154 -0.119***  (0.072***  (.081*** -0.257 0.403%** 0.006* 0.173 0.304%**
Conflict [0.043] [0.191] [0.031] [0.021] [0.014] [0.309] [0.147] [0.003] [0.115] [0.086]
Regional 0.095** 0.707%** 0.068** 0.049%** 0.027** -0.277 0.617%** 0.004* -0.116 0.180*
Conflict [0.039] [0.207] [0.034] [0.019] [0.011] [0.281] [0.108] [0.002] [0.101] [0.108]
Votes 0.496** -11.366%*** 0.440 0.391** 0.506%** -4.309 2.669%* -0.106%* 0.640 -0.162
[0.240] [3.743] [0.310] [0.197] [0.181] [3.587] [1.315] [0.055] [0.843] [1.009]
GDP 0.000 0.000 -0.000***  -0.000***  -0.000* 0.001*** 0.000%** 0.000%** -0.000**  -0.000%***
per capita [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000]
Life 0.012%* -0.043%*** 0.024%** -0.007* -0.002 -0.505%**  -0.052***  -0.003*** -0.034**  (0.115%**
Expectancy [0.006] [0.014] [0.007] [0.004] [0.002] [0.052] [0.020] [0.001] [0.016] [0.019]
Population -0.067 -0.930%** -0.299%**  _0.179***  -0.129%***  -4.175%¥**%  _0.861***  -0.013%** = -0.845%**  _(0.675%**
[0.048] [0.180] [0.033] [0.022] [0.022] [0.324] [0.109] [0.002] [0.132] [0.084]
Year Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Constant 0.146 21.087*** 4.659%**  3.605%*¥*  2.081**¥*  109.546%** 20.563***  (0.453***  18316%**  9.694%**
[0.477] [3.790] [0.566] [0.395] [0.314] [7.984] [4.227] [0.060] [2.749] [1.852]
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Table A3 continued (Netherlands — USSR, Selection Stage)

Selection Netherlands  New Zealand Norway  Portugal Spain Sweden Switzerland UK UsS USSR
Aid Aid Aid Aid Aid Aid Aid Aid Aid Aid
dummy dummy dummy dummy dummy dummy dummy dummy dummy dummy
Lag Aid 0.676%** 1.563%** 1.593%**  ].345%#*  ].767%** 1.659%** 1.662%** 2.073%** 2.215%** 1.725%**
(binary) [0.155] [0.220] [0.072] [0.132] [0.159] [0.070] [0.092] [0.124] [0.106] [0.120]
Internal 0.065%* 0.054 0.112%* 0.026 -0.007 0.117%** 0.202%** 0.066 0.132%** -0.029
Conflict [0.031] [0.038] [0.045] [0.053] [0.036] [0.039] [0.072] [0.055] [0.041] [0.050]
Border 0.010 0.097%#** 0.042 -0.063 0.034 0.062%** 0.018 0.050 -0.031 -0.091**
Conflict [0.026] [0.031] [0.029] [0.046] [0.031] [0.027] [0.032] [0.034] [0.031] [0.040]
Regional 0.119%** 0.021 0.108** 0.100 0.117%** 0.113%** 0.129%** 0.166%** 0.063 0.119%%*
Conflict [0.037] [0.042] [0.043] [0.063] [0.039] [0.040] [0.047] [0.050] [0.042] [0.059]
GDP -0.000%*** 0.000 -0.000***  -0.000**  -0.000** -0.000%*** -0.000%*** -0.000%*** 0.000 0.000
per capita [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000]
Life 0.049%** -0.010 0.010 0.032%**  (.022%** 0.020%** 0.002 0.010 -0.044**%  -0.056%**
Expectancy [0.006] [0.008] [0.007] [0.012] [0.007] [0.006] [0.009] [0.009] [0.007] [0.011]
Colony 0.398 1.140%** 0.254* 0.358%* 0.432%
[0.251] [0.231] [0.133] [0.162] [0.249]
Vote History -2.839%** -0.431 0.429 -0.064 -2.353%x* 0.503 0.217 0.078 0.114
[0.411] [0.381] [0.382] [0.316] [0.394] [0.362] [0.518] [0.361] [0.408]
Population 0.316%** 0.289%x** 0.298***  (.234%*** (. 227*** 0.208%** 0.233%** 0.087** -0.112%**  (.]139%***
[0.028] [0.037] [0.035] [0.046] [0.032] [0.030] [0.043] [0.040] [0.032] [0.042]
Polity2 0.052%** 0.023%** 0.020%**  0.034***  (.034*** 0.022%** -0.001 -0.013* 0.016** -0.005
[0.005] [0.006] [0.007] [0.008] [0.006] [0.006] [0.008] [0.008] [0.007] [0.009]
Trade 0.005 1.609%** 0.118 0.091%** (.22 %** 0.605%** 0.030 -0.001 0.003 0.225%**
[0.018] [0.209] [0.082] [0.028] [0.033] [0.144] [0.046] [0.017] [0.005] [0.045]
FDI 0.017 0.005 -0.005 0.007 -0.003 -0.001 0.016 -0.007 -0.008 -0.006
[0.012] [0.006] [0.009] [0.005] [0.009] [0.006] [0.014] [0.008] [0.013] [0.028]
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Table A3, continued (Netherlands — USSR, Selection Stage, continued)

New

Selection Netherlands Zealand Norway Portugal Spain Sweden Switzerland UK US USSR
Central Amer. 0.147 0.475%+* 0.591*** -0.454%%* 0.039 0.272% 0.485%** 0.450%* 0.139 0.604**
& Caribbean [0.136] [0.162] [0.154] [0.221] [0.170] [0.149] [0.180] [0.193] [0.176] [0.289]
Eastern Europe 0.061 0.047 0.626%** 0.023 0.457** 0.596%** 0.427** 0.732%** 0.693***  _11.827%**
& Cent. Asia [0.172] [0.255] [0.178] [0.214] [0.195] [0.184] [0.198] [0.197] [0.209] [1.381]
Far East -0.825%** 0.791 % 0.565%**  -(.755%** -0.049 0.064 0.090 0.098 0.311* -0.516%*
& Oceania [0.139] [0.203] [0.178] [0.239] [0.159] [0.150] [0.181] [0.164] [0.171] [0.264]
South America -0.075 0.565%** 0.548%***  -0.601*** -0.058 0.289* 0.555%* 0.765%** -0.537%** 0.347

[0.130] [0.176] [0.157] [0.228] [0.178] [0.148] [0.178] [0.188] [0.160] [0.213]
South Asia -1.236%** 0.827%** 6.585%**  _].149%** -0.266 0.619%** 6.134%** 6.010%** 0.360* -0.015

[0.195] [0.273] [0.163] [0.393] [0.229] [0.222] [0.202] [0.203] [0.210] [0.218]
Sub-Saharan 0.732%** 0.363** 0.928*** 0.171 0.381** 0.514%%* 0.796%** 0.477%%* -0.270%* -0.385%*

Africa [0.127] [0.163] [0.152] [0.212] [0.154] [0.137] [0.179] [0.182] [0.153] [0.190]

Constant -8.218%** S5.778%** 0 L6.743%¥* 7 526%**F  5.418%F*  _6.159%** -4.620%** -3.272%** 3.307%%* -1.039

[0.610] [0.697] [0.695] [1.202] [0.698] [0.594] [0.776] [0.707] [0.688] [0.857]
Observations 2220 2292 2247 2325 2256 2248 2363 2218 2250 1501
Uncensored 620 690 1512 120 656 1253 2047 1953 1728 294
Log Pseudo-
Likelihood -2266.382 -1853.966  -2896.895  -716.455 -2637.212  -3726.562 -2338.938 -6992.194  -9515.789 -1367.026
Model Wald X* 138.620 53.110 185.660 59.820 42.350 132.830 210.830 160.070 154.280 62.050
Prob > X* 0.000 0.011 0.000 0.000 0.001 0.000 0.000 0.000 0.000 0.000
Wald test of
Independent
Equations X* 15.050 27.400 61.000 40.300 13.870 22.350 13.870 4.610 5.700 10.980
Prob > X* 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.032 0.017 0.001
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Table A3, continued (Netherlands — USSR, Outcome Stage, individual year coefficients omitted)

Outcome Netherlands  New Zealand Norway  Portugal Spain Sweden Switzerland UK usS USSR
Aid per Aid per Aid per Aid per Aid per Aid per Aid per Aid per
Aid per capita  Aid per capita capita capita capita capita capita capita capita capita
Internal 0.064 -0.020 0.043 -0.828* -0.278** 0.013 -0.022%** -0.018 6.847%** 2.006%**
Conflict [0.059] [0.031] [0.029] [0.477] [0.125] [0.060] [0.010] [0.069] [1.095] [0.538]
Border 0.138%* -0.194%** 0.095%** 0.016 -0.309** -0.017 -0.004 -0.233%** 1.889%** 0.736**
Conflict [0.059] [0.046] [0.021] [0.351] [0.143] [0.061] [0.011] [0.096] [0.683] [0.332]
Regional -0.078 0.064* 0.047%** -0.693 -0.191* -0.020 -0.052%** 0.472%** 2.226** -2.651%%*
Conflict [0.055] [0.039] [0.017] [0.458] [0.112] [0.046] [0.012] [0.145] [1.079] [0.659]
Votes 0.318 0.484 0.118 3.012 -8.676%** 0.587 -0.504 272.511%%*%  12.470%*
[0.696] [0.546] [0.198] [4.141] [2.947] [0.450] [1.705] [40.656] [5.149]
GDP -0.000** -0.000%*** -0.000%*** 0.000 -0.000** 0.000 -0.000%*** -0.000***  0.008*** -0.002%***
per capita [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.002] [0.000]
Life -0.022** 0.007 -0.008** -0.100* -0.007 -0.060%** -0.009*** 0.075%** -0.293* 0.432%**
Expectancy [0.009] [0.006] [0.004] [0.059] [0.022] [0.013] [0.002] [0.020] [0.151] [0.107]
Population -0.531*** -0.447%** -0.183***  _1.833%** ] 177FF*  0.617F** -0.106%*** -1.092%%% 3 269%** 2 3]3Hk*
[0.060] [0.090] [0.021] [0.711] [0.232] [0.077] [0.010] [0.180] [0.650] [0.513]
Year Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Constant 11.462%** 7.903%** 3.782%** 44 668***  29.236%**  14.573%** 3.051%** 14.601%**  26.793** 14.449**
[1.004] [1.914] [0.415] [12.705] [6.208] [2.083] [0.259] [2.496] [11.461] [6.776]
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Figure 1

Aveorage French Aid to Former Colonies in Sub-Saharan Africa
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All aid values are shown in constant 1995 US dollars.

Geographic proximity to conflict:

To construct a measure for geographic proximity to conflict, we begin with conflict variables from the Armed
Conflict Dataset from the International Peace Research Institute, Oslo (PRIO), authors Havard Strand, Lars
Wilhelmsen, & Nils Petter Gleditsch (2002). This dataset assesses conflicts between dyad pairs and
categorizes them according to type (interstate, extrastate, internal, or internationalized internal) and gives a
ranking of intensity 0-3.”” We combine this information with data from a Correlates of War dataset on
geographic contiguity, and create a scale of geographic proximity to conflict.”® If a nation had an internal
conflict, it takes a score for that observation of a 1-3 on a geoproxinternal variable, depending upon the
intensity of that conflict. If there was another conflict bordering that nation, it takes a score of 1-3 for a
geoproxborder variable. If there was a third conflict in the region of that nation, it takes a 1-3 value on a
geoproxregion variable. Thus, it is impossible for one conflict to give a nation a score on more than one of
these three variables.

7 Type: interstate (conflict between two or more countries and governments), extra-state (conflict over a
territory between a government and one or more opposition groups, where the territory is under the
jurisdiction of the government), internal (within a country, between a government and one or more opposition
groups, with no interference from other countries), or internationalized internal (within a country, between a
government and one or more opposition groups, with interference from other country(s) as support for either
side).

Intensity: 0 = no involvement in a conflict of more than 25 battle-related deaths per year; 1 = more than 25
battle-related deaths per year (minor); 2 = more than 25 battle-related deaths per year, and a total conflict
history of more than 1000 battle-related deaths (intermediate); 3 = More than 1000 battle-related deaths
(war).

2 3 = in-house conflict; 2 = share a border OR up to 150 miles of water with a country in conflict; 1 = 151-
400 miles of water OR same region but not a border of a country in conflict; 0 = no border share, no region,
over 400 miles of water.
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Figure 2

Average Japanese Aid to Trading Partners
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Figure 3
Average US Aid to the Middle East
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All aid values are shown in constant 1995 US dollars.
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Legend for Table 1

e The coefficients represent the combined marginal effect of a variable included in the selection and outcome stages or in either stage on the
dependent variable, aid per capita derived as follows:*
Recall that:
Regression equation (level-setting stage):
Yii = Xies B+ uii (1
Selection equation (gate-keeping stage):
Zish +up >0 (2)
where
u; ~N(0, o)
u, ~N(0, 1)
corr (ur, us) = p
The marginal effect of each independent variable X is then computed as:
d E(y|z>0)/dx = p-[h* p * & *8(h)] )
where §(h) stands for the sum of the linear prediction of the selection equation and the inverse mills ratio multiplied by the inverse mills ratio.
For each observation j:
5j =1y (mj‘i‘ijl)
Probit estimates of the selection equation are used to derive the inverse mills ratio.
The inverse mills ratio for each observation j is:
m=0(z;h)/®(z;h)
where @ is the normal density function and Pr(y; observed|z;) = ®(z;h)
Marginal effects as opposed to elasticities were chosen for reporting because standard errors for these were readily available. Standard errors
are reported below each coefficient.
Coefficients for dummy variables indicate a discrete change from 0 to 1.

e *indicates significance at 10%. ** indicates significance at 5%. ***indicates significance at 1%.

% See Statacorp (2003), Heckman (1979), and Greene (2000).
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Table 1 (Austria-Germany, Marginal Effects of Independent Variables)

Austria Belgium Canada Denmark Finland France Germany
Internal -0.010 -0.300%** -0.100***  -0.068*** 0.016 -0.812%** 0.020
Conflict 0.012 0.085 0.019 0.018 0.016 0.199 0.160
Border 0.031 0.155 -0.116***  0.068%** 0.092%** -0.071 0.409%**
Conflict 0.043 0.191 0.030 0.020 0.014 0.296 0.148
Regional 0.094** 0.711%** 0.082%* 0.050%** 0.033%** 0.088 0.624***
Conflict 0.039 0.207 0.034 0.018 0.011 0.262 0.110
Votes 0.496**  -11.366%** 0.440 0.391%** 0.506%** -4.309 2.669**
0.240 3.743 0.310 0.197 0.181 3.587 1.315
GDP 0.000 0.000 0.000%** 0.000%** 0.000%** 0.00]#** 0.000%**
per capita 0.000 0.000 0.000 0.000 0.000 0.000 0.000
Life 0.012%* -0.043*** 0.023%**  .0.009%** 0.001 -0.440**%  -0.053***
Expectancy 0.005 0.014 0.007 0.004 0.002 0.048 0.020
Population -0.068 -0.917*** -0.289*#*  -0.156***  -0.086%**  -3.810%**  -Q.857***
0.046 0.179 0.031 0.020 0.013 0.279 0.109
Lagged Aid -0.017 0.120* 0.334%** 0.295%** 0.207%** 6.917%** 0.216
(binary) 0.043 0.073 0.078 0.033 0.049 1.385 0.179
Colony 0.023* 2.542%%*
0.013 0.734
Vote History -0.018 0.026 0.020 0.043 0.082* 3.666* 0.073
0.046 0.017 0.032 0.063 0.048 2.046 0.070
Polity2 0.000 0.000 0.000 0.002* 0.001 0.016 0.001
0.001 0.000 0.001 0.001 0.001 0.015 0.001
Trade 0.001 0.014* 0.108%** 0.116** 0.605%** -0.001
0.002 0.008 0.037 0.046 0.159 0.001
FDI 0.000 0.000 0.004** 0.000 0.001 -0.059%** 0.000
0.000 0.000 0.002 0.001 0.001 0.017 0.000
Cent. Amer. -0.003 0.016* 0.028%** 0.100%** 0.042 0.877%** 0.011
& Caribbean 0.008 0.010 0.009 0.024 0.027 0.279 0.008
Eastern Eur. -0.007 -0.049 0.014 0.098%** -0.015 1.185%** 0.015
& Cent. Asia 0.017 0.030 0.010 0.025 0.029 0.305 0.012
Far East 0.001 0.000 0.017** 0.083%** 0.088*** 0.915%** 0.008
& Oceania 0.001 0.006 0.008 0.022 0.029 0.255 0.005
South -0.004 0.016* 0.027%#** 0.066%** 0.042* 1.012%** 0.015
America 0.010 0.010 0.008 0.025 0.025 0.275 0.012
South Asia 0.004 -0.003 0.063%** 0.083#** 0.078** 0.815%** -0.007
0.009 0.011 0.016 0.027 0.034 0.263 0.014
Sub-Saharan -0.003 0.027 0.058*** 0.103%** 0.089%** 1.285%** 0.006
Africa 0.009 0.017 0.018 0.025 0.033 0.390 0.009



Table 1, continued (Ireland-Portugal, Marginal Effects of Independent Variables)

New
Ireland Italy Japan Netherlands  Zealand Norway  Portugal

Internal -0.005* 0.207%** -0.227*%* 0.093 0.032 0.052* -0.753
Conflict 0.003 0.078 0.096 0.059 0.045 0.029 0.478
Border 0.007** 0.185 0.313%** 0.142%** -0.099**  0.098*** -0.171
Conflict 0.003 0.116 0.086 0.058 0.047 0.021 0.331
Regional 0.005%** -0.091 0.193* -0.025 0.084 0.056%** -0.398
Conflict 0.002 0.104 0.106 0.062 0.051 0.017 0.392
Votes -0.106* 0.640 -0.162 0.318 0.484 0.118 3.012
0.055 0.843 1.009 0.696 0.546 0.198 4.141

GDP 0.000%** 0.000%** 0.000%** 0.000%** 0.000%*  0.000%** -0.001*
per capita 0.000 0.000 0.000 0.000 0.000 0.000 0.000
Life -0.003*** -0.034** 0.115%** 0.000 -0.003 -0.008** -0.004
Expectancy 0.001 0.016 0.019 0.013 0.009 0.004 0.055
Population -0.009***  -0.843***  -0.675%** -0.390***  -0.163*** -0.]161*** -1.139

0.002 0.132 0.084 0.054 0.044 0.020

Lagged Aid 0.026%** 0.284%** 0.446%** 0.314%** 1.398%**  (.142%** 3.773%*
(binary) 0.004 0.103 0.140 0.099 0.267 0.021 1.648

Colony 0.170 3.228%%*
0.114 1.528

Vote History -0.012%* -0.034 0.085* -1.262%** -0.422 0.033 -0.189
0.006 0.057 0.045 0.357 0.377 0.029 0.944

Polity2 0.000%** 0.001 0.002** 0.023%** 0.022%**  (0.002***  (0.101**
0.000 0.001 0.001 0.007 0.008 0.001 0.048

Trade 0.005%* 0.002 0.000 0.002 1.577%** 0.009 0.270%*
0.002 0.002 0.001 0.008 0.421 0.007 0.161
FDI 0.000 -0.003* -0.001 0.008 0.005 0.000 0.020
0.000 0.002 0.001 0.006 0.006 0.001 0.017

Central Amer. 0.005* 0.043** 0.016* 0.065 0.448%*  0.037#** -1.360
& Caribbean 0.002 0.019 0.009 0.070 0.179 0.010 0.847
Eastern Europe 0.006** 0.010 0.019* 0.027 0.045 0.038*** 0.067
& Cent. Asia 0.003 0.024 0.011 0.076 0.248 0.010 0.636

Far East 0.005%* 0.000 0.035%** -0.385%** 0.720%**  0.036%** -2.276*
& Oceania 0.002 0.019 0.013 0.110 0.194 0.010 1.215

South America 0.008%** 0.065%** 0.034%** -0.033 0.529%**  (.035%** -1.805*
0.003 0.024 0.012 0.057 0.188 0.010 1.010

South Asia 0.005 -0.082* 0.084#** -0.591*** 0.740%**  0.090*** -3.498*
0.003 0.048 0.027 0.167 0.239 0.013 1.921
Sub-Saharan 0.010%** 0.043%** 0.010 0.319%** 0.353* 0.065%** 0.506
Africa 0.003 0.015 0.011 0.099 0.182 0.014 0.674
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Table 1, continued (Sweden - USSR, Marginal Effects of Independent Variables)

Sweden Switzerland Spain UK US USSR
Internal 0.086 -0.020%** -0.295%* -0.013 7.028%** 1.910%***
Conflict 0.058 0.010 0.133 0.069 1.109 0.483
Border 0.022 -0.003 -0.222%* -0.229%%* 1.846%** 0.431
Conflict 0.053 0.011 0.122 0.095 0.680 0.267
Regional 0.051 -0.050%** 0.109 0.485%** 2.313%* -2.251***
Conflict 0.042 0.012 0.152 0.144 1.084 0.696
Votes 0.587 -8.676%** -0.504 272.511%**%  12.470%*
0.450 2.947 1.705 40.656 5.149
GDP 0.000 0.000%** 0.000%** 0.000%** 0.008*** -0.002%**
per capita 0.000 0.000 0.000 0.000 0.002 0.000
Life -0.047%** -0.009%** 0.050%** 0.076%** -0.354%%* 0.244%**
Expectancy 0.012 0.002 0.023 0.020 0.156 0.055
Population -0.487#** -0.103%*%** -0.593#**  _] 085*** 343k -1.847***
0.058 0.010 0.141 0.179 0.651 0.340
Lagged Aid 1.038*** 0.036%** 4.095%** 0.421** 4.509%** 5.420%**
(binary) 0.253 0.010 0.989 0.186 1.932 1.947
Colony 0.643* 0.026 0.500
0.386 0.016 0.315
Vote History 0.313 -6.050%** 0.018 0.107 0.381
0.235 1.951 0.044 0.517 1.411
Polity2 0.014%** 0.000 0.086%** -0.001 0.022 -0.016
0.004 0.000 0.033 0.001 0.015 0.029
Trade 0.377** 0.000 0.569** 0.000 0.004 0.754%*
0.176 0.001 0.228 0.001 0.007 0.413
FDI -0.001 0.000 -0.008 -0.001 -0.011 -0.019%**
0.004 0.000 0.023 0.001 0.018
Cent. Amer. 0.162 0.004%** 0.100 0.029* 0.183 1.971
& Caribbean 0.105 0.001 0.433 0.017 0.213 1.539
Eastern Eur. 0.328%** 0.004** 1.132%* 0.038** 0.736** -45.000**
& Cent. Asia 0.127 0.002 0.672 0.019 0.291 21.407
Far East 0.040 0.001 -0.125 0.008 0.388** -1.759*
& Oceania 0.096 0.002 0.398 0.013 0.190 0.984
South Amer. 0.172* 0.004*** -0.151 0.042* -0.846 1.146
0.103 0.002 0.464 0.022 0.549 0.952
South Asia 0.338** 0.010%** -0.696 0.076** 0.434* -0.051
0.136 0.003 0.580 0.036 0.253 0.734
Sub-Saharan 0.312%** 0.008%** 0.972%* 0.036%* -0.379 -1.295%*
Africa 0.122 0.002 0.484 0.020 0.284 0.754

* indicates significance at 10%. ** indicates significance at 5%. ***indicates significance at 1%.
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Table 2 Marginal Effects of Conflicts’ Significance, by Donor (extracted from Table

1)
Internal Border Regional
Donor Conflict Conflict Conflict
Austria -0.010 0.031 0.094**
Belgium -0.300%** 0.155 0.7171%**
Canada -0.100%*** -0.116%** 0.082%**
Denmark -0.068*** 0.068*** 0.050%**
Finland 0.016 0.092%** 0.033%**
France -0.812%%* -0.071 0.088
Germany 0.020 0.409%*** 0.624*+*
Ireland -0.005* 0.007** 0.005**
Italy 0.207%** 0.185 -0.091
Japan -0.227** 0.313%** 0.193*
Netherlands 0.093 0.142%* -0.025
New Zealand 0.032 -0.099** 0.084
Norway 0.052%* 0.098%*** 0.056%**
Portugal -0.753 -0.171 -0.398
Spain -0.295%* -0.222% 0.109
Sweden 0.086 0.022 0.051
Switzerland -0.020%* -0.003 -0.050%**
UK -0.013 -0.229%* 0.485%**
US 7.028%** 1.846%** 2.313**
USSR 1.910%** 0.431 -2.25]1%%*

* indicates significance at 10%. ** indicates significance at 5%. ***indicates significance at 1%.
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