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Previous research on international financial institutions (IFIs) has shown that organizations,
such as the World Bank, are subject to political pressures from powerful donor states when
allocating international financial assistance. This article seeks to broaden our understanding
of the role of donor states in shaping the lending activities of the World Bank, by developing
an additive index of donor-borrower relations for each of the Bank’s top five largest financial
contributors: Japan, Germany, the United Kingdom, France, and the United States. Utilizing
regression analysis of the relationship between donor influence and the annual value of aid
countries received during the period between 1990 and 2011, the data largely supports the
null hypothesis that donor-borrower relations have no impact on the allocation of
development aid. Contrary to the dominant explanation in the literature, the data suggests that
donor influence from the Bank’s top five largest donors, including the United States, has little
to no impact on the World Bank’s aggregate lending decisions. However, in reality, support for
the null hypothesis may have more to do with inherent limitations in the newly developed
donor-borrower relations indices (DBRI) rather than with the application of donor influence.

Introduction
The World Bank Group (WBG), commonly referred to simply as the World Bank, is an
international organization tasked with promoting economic development and combating
poverty in the developing world. The WBG is comprised of several interrelated branches: the
International Bank of Reconstruction and Development (IRBD) provides development
services to middle-income countries, the International Development Association (IDA) offers
discounted funding to the world’s poorest countries, and the International Finance Corporation
(IFC) and the Multilateral Investment Guarantee Agency (MIGA) provide aid to the private
sector. As part of its mission, the WBG helps 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. Given the depth of its 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.

Numerous studies have shown that across multiple dimensions the World Bank’s lending
decisions correlate with the United States’ (US) political preferences. For example, studies
have shown that countries with close economic and political ties to the US are more likely to
receive development aid and to receive larger volumes of funding (Andersen et al. 2006;
Dreher et al. 2009b; Fleck and Kilby 2006; Vreeland & Dreher 2014). The central conclusion
of this research is that politically well-connected aid recipients receive greater amounts of
development assistance than their less well-connected peers. Research on the politicization of
the international financial institutions (IFIs) has traditionally focused on the influence of the
US; however, there is good reason to suspect that other wealthy and political influential donors
are similarly able to shape the Bank’s lending decisions. Studies examining the World Bank
from a principal-agent (PA) perspective have argued that the Bank is subject to political
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bilateral aid, or voting behavior at the United Nations, as a proxy for donor influence. It is
important, however, to explore how these different dimensions combine and interact,
especially considering their use as a substitute for direct measures of donor influence. It is
possible that each of these individual measures is picking up the causal influence of some
omitted covariate other than donor influence. In order to be sure that the positive correlation
observed in the existing literature is due to variation in donor-borrower relations, a more
robust assessment of this dyadic relationship is necessary.

Following the work of those such as Andersen et al. (2006), Dreher et al. (2009b), Fleck
and Kilby (2006), Vreeland and Dreher (2014), this study seeks to develop a novel measure of
donor-borrower relations to more rigorously test the assertion that those with closer ties to the
Bank’s top donors receive greater amounts of aid than their less well-connected peers.
Consequently, this study has created an index of donor-borrower relations to quantify the
geostrategic ties between the Bank’s clients and its top-five largest financial contributors.

Preliminary iterations of the donor-borrower relations index (DBRI) reveal surprising
results. Contrary to the main finding of the World Bank literature, by utilizing an additive
index of donor-borrower relations, this study reports evidence that there is no statistically
significant relationship between ties to the US and the amount of aid recipients receive. At
face value, this finding contradicts the main assertion of the foreign aid literature and implies
that the US exerts no statistically significant influence on the IBRD’s funding decisions.
Further, expanding our assessment to include the Bank’s other major financial-backers, there
is similarly little evidence that donor-borrower relations are systematically correlated with the
Bank’s lending decisions. Interestingly, there is some suggestive evidence that countries with
closer geostrategic ties to Japan and France are more likely to receive development aid from
IBRD, though these findings remain tentative. These results overwhelmingly support the null
hypothesis, calling into question the extent of donor influence at the World Bank; however,
these results should be considered preliminary and thus taken with a grain of salt. In addition
to the mass of evidence in the World Bank literature which supports donor influence
arguments, Blemings (2017) recently found that utilizing a disaggregated assessment of
donor-borrower relations generally confirms the presence of donor influence in the allocation
of development aid.

The null findings reported here are possibly a result of poor construct validity related to
the operationalization of the DBRI. The DBRI is a simple additive index, premised on the
assumption that each subcomponent of the donor-borrower relationship (trade, bilateral aid,
and political affinity at the UN General Assembly) are valued equally, however, there is some
evidence to suggest that trade and donor aid are greater indicators of close donor-borrower
relations than political affinity. Several studies have examined the Bank’s lending behavior
during similar time periods and found positive correlations between the Bank’s lending
practices and the amount of trade and bilateral aid received from the Bank’s top donors
(Blemings 2017; Andersen et al. 2006; Fleck and Kilby 2006; Neumayer 2003). In light of
these studies, it seems that the support for the null hypothesis found here is due to conceptual
validity errors in the measurement of donor-borrower relations. It is likely that alternative
weighting specifications will yield different results. As such, the attempt here to develop a
multifaceted and robust assessment of international political relationships represents a
tentative first step in the right direction on the long road to understanding how such
relationships impact the operation of international institutions (IOs) like the World Bank.

pressures from multiple donor states, which often compete with one another to realize their
disparate development agendas (Nielson and Tierney 2003; Nielson et al. 2006; Weaver
2008). The present study combines the insights of the foreign aid and principal-agent literature
to examine the impact of a broader swath of donor influence at the World Bank. Specifically,
this study expands the scope of relevant donors to include the Bank’s top five largest financial
contributors: the United States, Japan, Germany, the United Kingdom, and Franceⁱ.

Conclusive evidence of the politicization of development aid has been difficult to obtain.
Anecdotal accounts of donor meddling in the Bank’s internal decision-making processes to
steer development funding to friends and allies abounds (Gwin 1997; Toussaint 2008; Wade
2002), but such instances can be written off as outlier events that do not accurately reflect the
Bank’s typical behavior. As such, several studies have analyzed aggregate trends in the Bank’s
lending portfolio in search of systematic evidence of political interference. The nature of large
scale, aggregate data analysis necessitates the use of uniform measures, which creates a
methodological obstacle for researchers attempting to measure donor influence. What looks
like political pressure in one context may not apply in others. To bypass this problem existing
research tends to utilize indirect measures of donor influence based on assessments of donor-
borrower relations (Andersen et al. 2006; Fleck and Kilby 2006; Kilby 2013; Neumayer
2003). If donors are systematically intervening in the Bank’s funding decisions, as anecdotal
evidence suggests, it is reasonable to assume that they are steering aid toward friends and
allies as opposed to enemies and rivals. If this is, in fact, the case, aggregate analysis of the
Bank’s various investment portfolios should show that aid recipients with closer ties to
influential donors receive more aid on average than their peers with weaker or antagonistic
relations to powerful donors.

Existing research generally confirms the presence of donor influence in the allocation of
multilateral aid, finding a positive relationship between different dimensions of donor-
borrower relations and the amount of aid countries receive. For example, both Dreher et al.
(2009) and Vreeland and Dreher (2014) find that temporary members of the United Nations
Security Council (UNSC) receive disproportionately high levels of funding from the World
Bank. Vreeland and Dreher (2014) argue that this is evidence 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 US 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;
Neumayer 2003).

Despite evidence confirming the presence of donor influence in the allocation of
development assistance, our understanding of the extent of that influence is limited in two
important ways. First, such evidence tends to focus mainly on the role of the US (Andersen et
al. 2006; Fleck and Kilby 2006; Kilby 2013; Neumayer 2003) or does not specify the precise
donor exerting pressure on the Bank (Dreher et al. 2009b; Vreeland and Dreher 2014).
Therefore, we do not know if the US’s influence is unique among donors or if other major
financial contributors are similarly able to direct the flow of development funding. Second,
while the logic of employing indirect assessments of donor influence remains consistent
across the various studies on the subject, to our knowledge, no attempt has been made to
develop a multifaceted and conceptually valid measure of donor-borrower relations. Existing
studies utilize individual dimensions of donor-borrower relations, whether it be trade-ties,
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these findings is that powerful donors, such as the US, 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; 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 this
variation in the Bank’s lending behavior. Several studies working from a principal-agent
perspective have argued that the World Bank retains significant autonomy from powerful
donor states and that it is often able to resist exogenous pressures (Nielson and Tierney 2003;
Nielson et al. 2006; Weaver 2008)v. For example, Nielson and Tierney (2003) argue that
because the Bank is beholden to multiple donors at once, often with divergent preferences, it
is able to resist external pressures to reform by playing competing interests against one another
to preserve the status quo. Similarly, Weaver (2008) argues that the Bank often engages in
seemingly hypocritical behavior, in which it embraces certain institutional policies and
reforms, only to fail to implement them, as a way to respond to competing pressures from
multiple donor states. According to Weaver, such hypocritical behavior is a coping
mechanism, which allows the Bank to appease its various donors while maintaining
independence. Nielson et al. (2006) further highlight the Bank’s autonomy from powerful
donors by showing that reforms advocated by donor states are more likely to be adopted
successfully when they “fit” within the Bank’s existing organizational norms. Nielson et al.
argue that outside pressure from donor states is unlikely to be received within the Bank unless
it aligns with the Bank’s internal culture and policies.

To summarize, the IO and foreign aid literature largely draw opposite conclusions about
the relationship between donor influence and World Bank behavior. Nielson and Tierney
(2003), Nielson et al. (2006), and Weaver (2008) stress the Bank’s autonomy and highlight the
difficulty states have in controlling international organizations. In contrast, Andersen et al.
(2006), Fleck and Kilby (2006), Dreher et al. (2009b), and Vreeland and Dreher (2014)
emphasize the impact donors have over the World Bank, arguing that powerful financial
donors, such as the United States, intervene in the Bank’s funding decisions to steer aid toward
friends and allies. The present study draws on insights from both interpretations, to develop
and test a set of hypotheses which expand the empirical analysis of donor influence over the
World Bank’s funding decisions. As emphasized in the IO literature, the World Bank is
beholden to multiple donor states, each with potentially divergent preferences for how the
Bank should allocate its development aid. As such, this study expands upon traditional
measures of donor influence to examine the potential impact of each of the Bank’s top five
largest financial contributors—the United States, Japan, Germany, the United Kingdom, and
France—on the allocation of development aid. Following the logic of donor influence
arguments established by those such Andersen et al. (2006), Fleck and Kilby (2006), and
Neumayer (2003), we should observe that borrowers with closer geostrategic ties to the
Bank’s largest financial backers receive greater levels of funding than their less well-
connected peers. In other words, we expect to observe a positive correlation between donor-
borrower relations and the value of aid recipients are awarded (hypothesis 1).

Based on insights from the IO literature, we know that international institutions like the
World Bank are under pressure from multiple principals, including several prominent
financial backers, beyond the United States. This would suggest that multiple donors are
potentially able to influence the Bank’s allocation decisions, directing funding toward their
individual foreign policy goals. If this is true, we should observe a positive correlation

The remainder of this article is organized as follows: Section I outlines the broad contours
of the World Bank literature, elaborating on the logic of donor-influence arguments and
specifying a set of hypotheses derived from it. Section II explains the data and methodology
used to test the hypothesized relationship between donor-borrower relations and the amount
of development aid countries receive, detailing the process by which the DBRI is created.
Section III presents the results from a series of regression analyses of the relationship between
the DBRI for each of the Bank’s top-five donors and the value of aid received. Finally, a brief
conclusion discusses the implications and limitations of this study.

Theory
Studies of the World Bank are largely divided into two categories, the foreign aid and the
international organizations (IO) literature. The former specifically addresses the issue of aid
allocation while the latter examines a broader swath of the Bank’s behavior, with emphasis on
institutional processes and organizational reform.ii In addition to focusing on different aspects
of the Bank’s operation, these two strands of literature develop largely competing conclusions
about the Bank and the sources of its behavior. The present study draws on insights from both
sets of literature to develop and test a set of observable implications regarding the role of
international politics and donor-state influence in the provision of multilateral development
aid.

The foreign aid literature focuses on variation in the allocation of financial assistance
across bilateral and multilateral sources of funding, arguing that both types of aid are in part
awarded according to international politics, with politically connected countries receiving
greater amounts of foreign assistance than their less well-connected peers. 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)iii. In addition to the evidence from bilateral aid flows, the role of politics in
allocating foreign aid is also observed at the International Monetary Fund (IMF). Numerous
studies have demonstrated that politically well-connected countries receive preferential
treatment from the IMF. The well-connected are more likely to receive aid in the first place,
receive greater volumes of financial support than their peers, and receive aid with fewer
strings attached (Dreher et al. 2009a; Dreher et al. 2015; Thacker 1999)iv.

Such findings are largely mirrored at the World Bank, where several studies have shown
that politically connected countries receive preferential treatment from the World Bank as well
(Dreher et al. 2009b; Andersen et al. 2006; Fleck and Kilby 2006). Dreher et al. (2009b) and
Vreeland and Dreher (2014) have shown that temporary members of the United Nations
Security Council (UNSC) receive a greater number of World Bank loans than non-UNSC
members, suggesting that powerful donors pressure the Bank to lend more to temporary
UNSC members in exchange for their votes on important decisions at the United Nations. The
politicization of development aid is also observed at the UNGA, where several studies have
shown that countries who vote similar to the United States are more likely to receive aid
(Andersen et al. 2006; Kilby 2013; Neumayer 2003). Finally, Fleck and Kilby (2006) find
evidence of a positive correlation between economic and political ties to the US and the
amount of aid countries receive. Specifically, Fleck and Kilby show that countries who trade
more with the US and that receive greater levels of direct bilateral aid from the US also tend
to receive higher levels of World Bank funding than their peers. The underlying logic behind
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of 1 for the strength of their export relations with the US, while countries which purchase large
volumes of US exports would receive a value of 4. This process is repeated across the four
different dimensions, resulting in a maximum DBRI score of 16, indicating very close
geostrategic ties between a donor-borrower dyad. Assignment to each category (0-4) is
determined by dividing each dimension into quartiles corresponding to the categories low
through very high, with no relations corresponding to zero.

The final DBRI score is an additive assessment of how close the Bank’s clients are to a
given donor, assuming that each of the four dimensions of donor-borrower relations is valued
equallyix. For example, a country with very strong 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 maximum US index score of 16. According to the logic of donor influence
arguments, the United States intervenes in the Bank’s funding decisions on behalf of such
countries to steer greater levels of development funding their way. If donor influence
arguments are correct and the Bank’s principal donors are interfering in the IBRD’s funding
decisions, we should observe a positive relationship between the various donor-borrower
relations indices and the Value of Aid.

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 for generalizability. Proxy
measures cannot offer definitive proof of donor influence, but they can provide robust
suggestive evidence which spans a great number of cases and periods of time.

between the donor-borrower relations with each of the Bank’s top-five largest donors and the
value of aid countries receive (hypothesis 2). Alternatively, it is possible that the Bank is able
to navigate the push and pull of the alternative foreign policy preferences of its top donors, to
cancel out such influence and maintain autonomy over funding decisions. In this case, the null
hypothesis should be true, and we should find no correlation between donor-borrower
relations and the value of aid received.

H₁: Donor-borrower relations are positively correlated with the value of aid
countries receive from the World Bank.
H₂: Donor-borrower relations with the Bank’s top five largest financial backers are
positively correlated with the value of aid countries receive from the World Bank.

Data and methodology
To test the hypotheses outlined in the previous section, this study creates an additive index of
geostrategic ties between donors and borrowers referred to as the donor-borrower relations
index (DBRI). To the best of our knowledge, the DBRI is the first measure which seeks to
move beyond single dimensions of geostrategic relations to capture the broader and more
multifaceted nature of the relations between countries in their international relations. The
patterns in donor-borrower relations which are captured by the DBRI, serve as an indirect or
proxy measure of donor influence over the aid allocation process at the World Bank. Trends
in the DBRI, are compared against the loan portfolio of the main agency of the World Bank
for the period between 1990 and 2011. The relationship between donor-borrower relations and
the value of aid countries received is evaluated utilizing a series of quantitative analyses: a
basic OLS linear regression model and a two-stage selection model.

The main dependent variable of interest, Value of Aid, measures the annual amount of
development assistance a country received from the main agency of the World Bank, the
International Bank for Reconstruction and Development (IBRD), measured in constant 2005
USD. In addition, a log measure of the value of aid (Ln Value of Aid) is included to smooth out
the high levels of variance in the distribution of development aidvi. This measurement choice
is common among existing studies on the determinants of World Bank lending including
Andresen et al. (2006) and Vreeland and Dreher (2014)vii. Data on the IBRD’s loan portfolio
is obtained from the World Bank’s Projects and Operations Database available online.

The main explanatory variables of interest in this study are a newly designed set of
additive indices intended to quantify the extent of geostrategic relations between the World
Bank’s top financial backers and its clients. The donor-borrower relations indices are intended
to capture the strategic importance of aid recipients to the Bank’s largest donors on a scale
ranging from (0-16). Zero indicates absolutely no ties between an aid recipient and a donor,
while sixteen indicates very close ties. The indices are composed of three dimensions of the
relationship between countries, including trade flows, bilateral aid exchanged, and political
affinity at the UN General Assembly—all factors which have individually shown positive
correlation with the Bank’s lending decisions (Andersen et al. 2006; Dreher et al. 2009; Fleck
and Kilby 2006; Vreeland and Dreher 2014). Each individual dimension of donor-borrower
relations (exports, imports, bilateral aid, and political affinity) is divided along an ordinal level
measurement scale corresponding to the categories: no relations = 0, weak relations = 1,
moderate relations = 2, strong relations = 3, and very strong relations = 4viii. For example,
countries which make up a very small amount of the US export market would receive a value
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in the creation of the donor-borrower relations indices are novel, as assessments of the dyadic
vote similarity between all borrowers and each of the Bank’s top donors were not previously
availablex.

In addition to the DBRI, which proxies for donor influence, this study also controls for
several demographic and economic covariates which likely influence the IBRD’s funding
decisions. Such factors include population, gross domestic product, per capita income, annual
economic growth rates, domestic savings, and foreign direct investment (FDI)xi. Data for all
of the demographic and economic controls were obtained from the World Bank’s World
Development Indicators (WDI) data series.

The sample of panel-data used in this study covers the period between 1990 and 2011 and
includes 57 different countries, for a total sample size of n=1,264xii. To be included in the
sample, observations had to pass a three-step case selection process, designed to isolate those
countries with an existing financial relationship to the IBRD. In order to be included in the
sample, countries must have been a member of the IBRD during the entire period under study,
have borrowed at least once during that period, and data must be available for all of the
explanatory variablesxiii. This selection criterion focuses on only those countries which have a
financial relationship with the Bank. The sample omits developed countries with no need for
the World Bank’s services and developing countries, which, for whatever reason, have never
borrowed from the Bank. As such, this sample provides an accurate snapshot of the IBRD’s
loan portfolio for the 1990s and the first decade of the 2000s—omitting only borrowers for
which complete data is unavailable or those who joined the Bank during the study period, thus
running afoul of panel-data analysisxiv.

This sample may elicit concerns about selection bias. Some may be worried that in
focusing only on countries who 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 hinder the specific research objective of this particular inquiry. 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 precisely discerning
whether a country has elected not to borrow, as is the case with prosperous developing
countries, or whether would-be borrowers are denied access. As such, any country that has not
borrowed falls outside the purview of this study. All generalizations derived from this project
apply only to those countries with an established financial relationship with the Bank.

The second concern regarding selection bias is that, if international politics renders 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 temporal variation in the Bank’s lending portfolio
and recipients received aid every year. There is, however, significant variation in the timing
and frequency of when countries are awarded funding. Very few countries receive aid every
year, rather most countries receive aid sporadically—with the notable exception of countries
like China, India, and Brazil. In fact, a substantial proportion of the observations on the
dependent variable are years in which a particular country received no aid at all. An example
of this is illustrated in the left-hand side of Figure 1. Within the sample of the IBRD loans, the

Table 1: Components of the Donor-Borrower Relations Index (DBRI)

Each of the four dimensions is divided into quartiles, based on their individual distributions
relative to each of the top-five donors (United States, Japan, Germany, United Kingdom, &
France). The strength of relations across each dimension is then summed for each donor-
borrower dyad to arrive at the final DBRI Score (for details refer to Appendix A).

The data involved in the creation of the DBRI are derived from several sources. Data on
trade flows between countries are obtained from the IMF’s Direction of Trade Statistics data
series. Data on the annual amount of bilateral aid awarded from donors directly to borrowers
are available through the Organization for Economic Cooperation and Development (OECD).
The final component of the index’s centers on voting patterns at the UNGA. Several studies
have shown that vote similarity at the UN is correlated with the lending behavior of the
international financial institutions (IFIs) (Thacker 1999; Dreher and Jensen 2003; Barro and
Lee 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
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To address the potential problems associated with zero-point clustering, an additional set
of analysis is conducted using a two-stage model, similar to the common Heckman section
model. During the first stage, the model estimates the probability of receiving World Bank aid
(PR Aid), while the second stage estimates the Value of Aid received for only those
observations in which aid was awarded (Heckman 1979). This approach essentially breaks the
data into two separate samples, allowing us to accurately assess the influence of the
explanatory variables without the distorting effects of all the zeros (non-events).

In sum, to evaluate the impact of donor influence over the World Bank’s lending
decisions, this study creates an index of donor-borrower relations to quantify the geostrategic
relations between the Bank’s clients and its top donors. Patterns in DBRIs for each of the
Bank’s top five largest donors are compared against two measures of the annual value of aid
countries have received, the Value of Aid and the Ln Value of Aid. To evaluate the relationship
between these variables, a series of three quantitative models is developed. The first utilizes
basic OLS regression analysis of the factors influencing the Value of Aid. The second follows
the same approach, but for the Ln Value of Aid. Finally, a third variant employs a two-stage
selection model for the Value of Aid.

Results
According to the logic of donor influence arguments, powerful donor countries intervene in
the aid allocation decisions of the IFIs to steer funding to their friends and allies while
withholding development support from enemies and rivals. Existing evidence suggests that
the United States has historically exerted such influence over the Bank (Andersen et al. 2006;
Fleck and Kilby 2006; Kilby 2013; Neumayer 2003). I extended the logic of donor influence
arguments to test whether the Bank’s other leading financial backers are similarly able to
guide the flow of development funding. Specifically, I hypothesize that donor-borrower
relations relative to each of the top donors are positively correlated with the amount of World
Bank funding countries receive. In order to test this proposition, I employ an indirect
assessment of donor influence based on the political relationships between each of the Bank’s
top five largest donors and a sample of countries which borrowed from the World Bank
between 1990 and 2011. Utilizing an additive index of donor-borrower relations, I find little
support for traditional donor influence arguments. In contrast with the major findings of the
foreign aid literature, I find no statistically significant relationship between geostrategic ties
with the United States and the value of aid countries receive from the IBRD. Expanding the
analysis beyond US influence yields similarly weak support for donor influence arguments.
There is some evidence to suggest that countries with close ties to both the United Kingdom
and Germany actually receive less development aid instead of more, as predicted. One
exception to these results is that countries with close ties to Japan and France were more likely
to receive development aid from the IBRD. Beyond this limited support, however, the donor-
borrower relations indices largely fail to operate as expected.

percentage of observations in which no aid was received in a given year is at just above 50%.
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 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, any evidence demonstrating the influence of international
politics should be considered especially rigorous given the higher threshold required to attain
statistical significance.

Figure 1: Zero-Point Clustering on the Response Variable

On the left-hand side, we have the relationship between the Value of Aid and population. Here
we can see the large concentration of zero observations on the dependent variable (instances
in which no aid was awarded in a given year). On the right-hand side, we see the same
relationship expressed using a log-scale without the zero observations. This comparison
highlights the distorting effect of numerous zero observations (non-events) for continuous
response variables.

While the relatively high percentage of zero observations on the dependent variable
creates a difficult test to pass, thus strengthening any conclusions drawn from statistically
significant results, it may also risk the problem of zero-point clustering (as illustrated on the
left-hand side of Figure 1). 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, effectively masking the true relationship between the response and
explanatory variables. The presence of a large concentration of non-events in the distribution
of a continuous response variable will flatten the slope of the regression line associated with
any given explanatory variable. Additionally, the severity of zero-point clustering also impacts
the standard errors associated with each coefficient, increasing the average amount of error
and undermining the generalizability of the results. It is worth repeating that the presence of
such bias would act conservatively against the influence of politics in the aid allocation
process, but for the purposes of this study, merely establishing the presence of donor influence
represents a step forward.
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to support hypothesis 1 and suggests that contrary to existing studies, the World Bank is free
from US political influence.

The evidence regarding hypothesis 2 is slightly mixed, but also largely fails to support
expectations. The coefficients that measure donor-borrower relations with the UK and
Germany yield statistically significant negative results, which undermines hypothesis 2 and
strongly clashes with the implications of the foreign aid literature. As illustrated in Figures 2
and 3, countries with closer geostrategic ties to the United Kingdom are both less likely to
receive IBRD funding (Model 3 Stage 1) and are found to receive less development aid than
their peers (Model 2). Similarly, those with closer ties to Germany are also shown to receive
less development aid from the IBRD. The data does offer very limited support for hypotheses
1 and 2 in that IBRD clients with higher DBRI scores for their relations with both Japan and
France are found to be more likely to receive development assistance from the Bank. As
reported in Column 3 of Table 2 and illustrated in Figure 3 (Stage I), those with closer
geostrategic ties to Japan and France are statistically more likely to receive an IRBD loan in
any given year than their peers. Taken as a whole, these findings largely refute hypotheses 1
and 2, and contradict donor influence arguments, suggesting that the Bank is much more
independent than the dominant narrative of the foreign aid literature asserts.

In addition to the results pertaining to donor influence, analysis of the IBRD’s loan
portfolio during the 1990s and early 2000s reveals that the main agency of the World Bank
allocates a greater share of its resources to large, economically productive countries with

Table 2: Influences on the Value of Aid Countries Receive from the IBRD

Standard errors reported in parentheses (*** p<0.01, ** p<0.05, * p<0.1). Column 1 reports
the results from the standard model using PCSEs. Column 2 lists the results for a log version
of the value of aid. Columns 3 & 4 report the results from the two-stage model. Column 3
reports the findings for stage one, the probability of receiving aid based on a logit model,
while column 4 reports the results for stage two, after accounting for the likelihood of
receiving aid.

Table 2 reports the results of the regression analysis across several different model
specifications. Column 1 reports the results from the standard OLS regression modelxv.
Column 2 presents the findings for a version of the model based on a log measure of the
dependent variable. Finally, columns 3 and 4 report the results of the two-stage model, which
accounts for any potential problems related to zero-point clustering. Here we can see that aid
recipients’ relations with the United States have no statistically significant impact on the
amount of aid they receive from the IBRD. Further, and in contrast with donor-influence
arguments, the coefficients associated with the US Index are consistently negative across
model specifications, indicating that, for the countries included in the sample, closer relations
with the United States are surprisingly associated with less development aid. This finding fails
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present study, they are not supported by either the broader findings of the World Bank
literature or the internal structure of the Bank itself.

On the first point, that there may be little consensus among the executive board, it may
be the case, that the US’s preferences for how multilateral development aid is awarded are
accurately captured by the DBRI, but that those preferences are not effectively translated into
reality due to bureaucratic politics among the Bank’s executive directors. However, while this
conclusion is consistent with the findings of this paper it is inconsistent with other well-
established facts. The most obvious being the previously mentioned studies, which find
statistically significant evidence of donor influence over the Bank’s lending practices
(Blemings 2017; Andersen et al. 2006; Fleck and Kilby 2006; Neumayer 2003). Additionally,
it has been well documented that the Bank has a pro-lending bias, in which the vast majority
of loans presented to the executive board are approved, so much so, that the executive board
has been criticized as being little more than a rubber-stamp.

On the second point, regarding the issue of the executive board’s control over the lending
bureaucracy; while there is certainly a significant amount of agency slack at the World Bank,
especially related to issues of environmental and good governance reforms, the structure of
the funding approval process effectively ensures the board’s control over the rank-and-file
loan officers. The board has final authority over all lending decisions and no loans can be
funded without the authorization of the executive board. In practice, the board is often
overwhelmed with loan requests, forcing it to give superficial analysis to the details of any
given project, thus allowing staff to circumvent specific policy preferences of donors, but the
lending bureaucracy cannot award funding without board approval.

Finally, some have criticized the indirect approach of measuring donor influence
employed in this study, arguing that the real preferences of donors cannot be truly known
without direct engagement with the Bank’s staff. On this point, I completely agree. The most
effective way to determine whether the Bank’s top donors intervene in its lending decisions
would be to utilize a two-step multi-method process. The first step would involve
documenting a positive correlation between donor-borrower relations and the value of aid
countries receive. The second step would be to confirm that the observed correlation is in fact
due to donor influence, by speaking directly to the Bank’s loan staff, who guide loan
applications from conception to board approval. Without such triangulation, even statistically
significant results are open to alternative explanations. Following the trend of the existing
literature, the present study is concerned with step one in this two-stage process. Before going
to speak with Bank officials, it is important to have a solid understanding of the descriptive
facts of the Bank’s loan portfolio.

Conclusion
This study has sought to expand arguments about the nature of donor influence over the World
Bank and to develop a more rigorous assessment of donor-borrower relations. The dominant
narrative in the foreign aid literature suggests that the World Bank is largely beholden to its
largest financial backer, the United States. However, insights from the IO literature suggest
that the Bank is actually subject to political pressures from multiple donors beyond just the
US. This study has developed a novel set of measures to quantify the geostrategic ties between
the Bank’s clients and its largest and most politically influential donors. Utilizing additive
indices of donor-borrower relations, this study finds little evidence of donor influence over the
Bank’s aid allocation process, related to the US or other top donors. These findings seem to

relatively high levels of affluence and potentially greater access to foreign sources of capital.
The coefficients for population, GDP, per capita income, and FDI all yield consistently
positive and statistically significant results. In other words, larger, more economically
successful IBRD clients are found to receive greater levels of funding than their smaller, less
economically robust peers. In some respects, these results make sense, as the IBRD
concentrates the majority of its investment in large developing economies which represent
safe returns on investment. On the other hand, these findings are strikingly out of sync with
the Bank’s image as a development institution working for the world’s poorest. Among
IBRD’s aid recipients, the weakest economies seem to be receiving the least amount of
development supportxvi.

Overall, the results pertaining to the role of international politics largely support the null
hypothesis and, in some cases, suggest the opposite relationship predicted by donor influence
arguments. There is limited suggestive evidence that Japan and France may be pressuring the
Bank to provide loans to their friends and allies but given the overall weakness of the results
produced by the DBRI measures, such findings should be considered tentative. At face value
these findings cast doubt on the validity of donor influence arguments, however, it is important
to situate these findings within a broader context. Within the literature on the subject, a
growing number of studies have found a positive association between US influence and
lending decisions of the World Bank. As such, it is possible that the weak support for donor
influence arguments found in this study result from construct validity limitations inherent to
the creation of the DBRIs. When constructing the indices, for example, each of the various
subcomponents (trade, bilateral aid, and political affinity) were treated as equally important
dimensions of donor-borrower relations, it is possible, however, that some of these dimensions
are more important than others and that less salient components are masking the true impact
of international politics.

Additionally, when creating the DBRIs, these subcomponents, most of which are
interval-level phenomenon, were truncated into an ordinal level measurement scale. The
process by which this conversion was implemented relied on dividing the distribution of each
component into quartiles corresponding to low through high levels of strategic importance. It
is possible that in flattening the data in this way, the true nature of the strategic relationship
was obscured or distorted. Subsequent efforts to develop valid and robust measures of the
political relationships between countries should focus on alternative weighting and
measurement schemes which may yield results more consistent with the dominant conclusions
of the foreign aid literature. Alternatively, if such studies also fail to support donor-influence
arguments, it may be necessary to reexamine the empirical basis of the emerging consensus
within the foreign aid literature—that aid is awarded, in part, according to the preferences of
powerful donors such as the United States.

Given the inconclusive results of this study, some readers may be inclined to reject
donor influence arguments and conclude that the World Bank is largely an independent actor
awarding development aid according to its own private preferences. Some have suggested that
internal divisions among the Bank’s executive board—which is made up of representatives
from each member state—prevent powerful donors from influencing lending decisions.
Others have suggested that the Bank suffers from a form of agency slack, in which the Bank’s
principal donors, represented on the executive board, are unable to control the behavior of the
Bank’s lending staff. Yet, while such interpretations are consistent with the findings of the
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support the conclusions of the PA literature, which stresses the autonomy of international
institutions like the World Bank. However, the weak findings related to donor influence may
be the result of measurement limitations and not necessarily an indictment of the efficacy of
donor influence arguments. Additional research and further development of measures of
donor-borrower relations are necessary in order to speak more definitively about the
relationship between international politics and the allocation of multilateral development aid.

Appendix A: Index codings for relations with countries
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Appendix C: List of excluded borrower countries
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ix. The equal weighting of each dimension of donor-borrower relations is a simplifying
assumption which is likely inaccurate in reality but serves as a starting point in the
process of developing a holistic assessment of donor-borrower relations. Subsequent
studies may alter the weighting of each dimension of donor-borrower relations once the
efficacy of such measures has been established.

x. 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 0 representing complete
disagreement, 1 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.

xi. All of the covariates, with the exception of annual growth rates and domestic savings, are
measured on a logarithmic scale to smooth out high levels of variability in their
individual distributions, as is common practice in aggregate cross-national comparisons.

xii. Refer to Appendix B for a full list of the countries included in the sample.
xiii. This sample selection criterion omits all countries which joined the World Bank after

1990, including former members of the Soviet Union, which gained their independence
and joined the Bank gradually over the course of the early 1990s.

xiv. Of the 88 countries included in the IBRD’s loan portfolio during the study period 57 are
included in the sample. For of a list of aid recipients which were omitted from the sample
refer to Appendix C.

xv. The Standard model utilizes panel-corrected standard errors (PCSEs) to account for
contemporaneous correlation in the data.

xvi. A subset of IBRD’s poorest clients are also eligible for supplemental assistance from the
Bank’s discount lending division, the International Development Association (IDA),
however, only a small number of highly impoverished nations are eligible to borrow from
both sources, as such the observation that IBRD is out of sync with its humanitarian
image still stands.
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