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Multilateral Aid and  
Domestic Economic Interests 



Motivation 
 What motivates aid giving? 

 
(1) Recipient need/merit vs. (2) donor self-interest 
 
 Easier/less costly to pursue these goals through bilateral aid 

due to delegation costs 
 

 At the same time, delegation has significant benefits 



Motivation 
 How do donors reduce delegation costs? 

 
Use formal/informal influence within IOs 

 
Choose IOs that implement policies closer to the donor’s 

policy preferences 



Motivation 
 What if delegation costs are concentrated, and hurt primarily 

some domestic economic groups (exporters)? 
 

 Bilateral aid is often used to promote donor countries’ 
exports to recipients, implicitly or explicitly (tied aid) 
 
 



Research Question 
How do national economic interests affect donor countries’ 

decision to delegate aid to IOs?  
 
 

My argument: 
 Internationally competitive companies benefit from contracts 

awarded by IOs through competitive bidding; hence, less 
opposition to delegation 

 Given that, donor governments can delegate more aid to 
these IOs 



Theory 
 

 Donor countries: governments and economic groups 
(exporters) 
 

 Donor governments: delegation benefits & costs 
 

 Exporters: concentrated delegation costs; hence, opposition 
to delegation –  

    unless … 



Theory 
 

 Delegation in sectors of exporters’ comparative advantage 
 

 IOs’ procurement procedures: competitive bidding 
 

 Addresses problems of recipients’ protectionist policies and 
other donors’ use of aid to promote trade 
 

 Reduces domestic opposition to delegation 



Hypothesis 
 

When IOs fund projects in sectors of donor exporters’ comparative 
advantage, donor governments will disburse more aid to these IOs 



Research Design 
 Dependent variables: Net disbursements to Global Environment 

Facility (log) and Net disbursements to Montreal Fund (log) 

 
 Main explanatory variables: Revealed comparative advantage 

(RCA) in  

machinery & transport equipment (SITC 7) 
 general industrial machinery and equipment (SITC 74) 
 heating and cooling equipment (SITC 741) 
 chemicals and related products (SITC 5) 
 organic chemicals (SITC 51) 



Research Design 
 Controls: 

 
 Exports of goods and services (% of GDP) 
 Imports of goods and services (% of GDP) 
 General government final consumption expenditure (% of GDP) 
 GDP per capita (constant 2000 USD; log) 
 Democracy (polity score) 
 Affinity with system leader (s-score) 

 
 

 Coverage: 1994-2009; 23 OECD donors 
 

 Method: linear regression with panel-corrected standard errors 



Results 
Marginal Effects at Mean, Minimum and Maximum Values of 

Competitiveness Variables 
 

GEF aid (log) MF aid (log) 
Machinery 
RCA 

Machinery 
RCA 

Chemicals 
RCA 

RCA min 1.06 -51% 0.35 -69% 0.79 -31% 

RCA mean 2.15 1.14 1.14 

RCA max 2.85 +32% 1.63 +43% 1.63 +44% 

Note: All other regressors are fixed at their mean values. 



Conclusions 
 Need to move beyond the ‘unitary society’ assumption 

 
 Delegation costs and benefits distributed unequally within 

society 
 

 IOs can benefit internationally competitive exporters 
 

 Domestic economic interests influence donors’ delegation 
levels 
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Summary Statistics 
Variables Obs Mean Std. Dev. Min Max 

Net disbursements to GEF (log) 282 2.33 1.52 -1.39 5.89 

Net disbursements to Montreal Fund (log) 270 0.91 1.58 -3.91 3.73 

(M&TE) RCA in machinery and transport equipment (log) 153 -0.27 0.61 -1.86 0.66 

(GIM&E) RCA in general industrial machinery and equipment (log) 153 -0.14 0.62 -2.63 0.87 

(H&CE) RCA in heating and cooling equipment (log) 153 -0.07 0.51 -1.18 0.95 

(C&RP) RCA in chemicals and related products (log) 153 0.37 0.94 -1.02 2.34 

(OC) RCA in organic chemicals (log) 153 -0.17 0.91 -2.62 2.45 

Exports of goods and services (% of GDP) 372 41.61 27.92 9.06 178.43 

Imports of goods and services (% of GDP) 372 38.71 22.82 6.89 145.90 

General government final consumption expenditure (% of GDP) 372 19.05 3.85 10.78 28.84 

GDP per capita (constant 2000 USD; log) 373 10.00 0.44 8.26 10.94 

Democracy (polity score) 268 9.80 0.69 6 10 

Political affinity with system leader (s-score) 185 0.58 0.15 0.41 1 



Effect of Competitiveness in Machinery and 
Transport Category on Delegation to 
Montreal Fund 

M&TE RCA GIM&E RCA H&CE RCA 
RCA 0.50* 0.73* 0.54* 

(0.26) (0.22) (0.27) 
Exports -0.03 -0.02 -0.01 

(0.02) (0.02) (0.02) 
Imports -0.01 -0.01 -0.03 

(0.02) (0.02) (0.03) 
Government 
consumption 0.13* 0.13* 0.14* 

(0.04) (0.04) (0.03) 
GDP per capita 0.76* 0.43 0.76* 

(0.31) (0.31) (0.37) 
Democracy 0.69* 0.60* 0.59* 

(0.19) (0.14) (0.15) 
Affinity with system 
leader 3.82* 4.45* 4.58* 

(0.49) (0.26) (0.27) 
Year 0.04 0.05 0.06 

(0.07) (0.06) (0.06) 
Constant -105.60 -118.18 -129.35 

(129.01) (112.98) (118.45) 
Obs. 93 93 93 



Effect of Competitiveness in Chemicals  
Category on Delegation to Montreal Fund 

C&RP RCA OC RCA 
RCA 0.25* 0.42* 

(0.11) (0.17) 
Exports -0.01 -0.03* 

(0.02) (0.02) 
Imports -0.03 -0.01 

(0.03) (0.02) 
Government consumption 0.16* 0.17* 

(0.03) (0.03) 
GDP per capita 0.88* 0.76* 

(0.30) (0.26) 
Democracy 0.53* 0.59* 

(0.11) (0.13) 
Affinity with system leader 4.47* 4.05* 

(0.26) (0.33) 
Year 0.11* 0.09 

(0.06) (0.05) 
Constant -246.62* -189.63* 

(119.25) (109.42) 
Obs. 93 93 



Effect of Competitiveness in Machinery and 
Transport Category on Delegation to GEF 

M&TE RCA GIM&E RCA H&CE RCA 
RCA 0.71* 0.62* 0.30* 

(0.10) (0.15) (0.17) 
Exports -0.02 -0.01 0.00 

(0.01) (0.01) (0.01) 
Imports -0.01 -0.01 -0.02 

(0.01) (0.01) (0.02) 
Government 
consumption 0.05* 0.03* 0.05* 

(0.01) (0.01) (0.01) 
GDP per capita 1.83* 1.74* 2.05* 

(0.09) (0.23) (0.21) 
Democracy 0.03 -0.09 -0.14 

(0.11) (0.10) (0.10) 
Affinity with system 
leader 3.00* 3.62* 3.73* 

(0.26) (0.31) (0.31) 
Year -0.11* -0.13* -0.12* 

(0.03) (0.03) (0.03) 
Constant 204.36* 237.20* 221.91* 

(63.80) (66.85) (64.24) 
Obs. 103 103 103 
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