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I. Introduction
Political prerogatives influence the allocation of foreign aid, as numerous stud-
ies have revealed.1 Hans Morgenthau, one of the founders of realist interna-
Financial support from the German Research Foundation ðDFG GZ: DR 640/2-1Þ is gratefully ac-
knowledged. We thank two anonymous referees, Faisal Ahmed, Manuela Angelucci, Thomas Bräun-
inger, Lawrence Broz, Peter Egger, Chris Elbers, Marcel Fafchamps, Ingo Geishecker, Jan Gunning,
Christopher Kilby, Stephen Knack, Steve Nelson, Martin Paldam, Varun Piplani, Hannes Müller, Eva
Terberger, participants at the annual meeting of the German Development Economics Association
ðFrankfurt, 2009Þ; the European Economic AssociationMeeting ðBarcelona, 2009Þ; the EuropeanDe-
velopment Network Meetings ðParis, 2009Þ; the Silvaplana Workshop on Political Economy 2009;
the International Political Economy Society Meeting ðUniversity of Pennsylvania, 2008Þ; the Political
Economy of International Organizations Conference ðGeneva, 2009, and Washington, DC, 2010Þ;
the Beyond Basic Questions Workshop ðGoettingen, 2008Þ; the Tilburg Development Economics
Conference ðTilburg, 2010Þ; the European Public Choice Society Meeting ðIzmir, 2010Þ; the Politics
in Times of Crisis workshop ðHeidelberg, 2010Þ; the Effectiveness of Aid for Development work-
shop ðBarcelona, 2011Þ; the University of Chicago Program on International Politics, Economics,
and Security; the Princeton University Political Economy Seminar Series; the University of Virginia
Politics Department CP/IR Seminar Series; the George Washington University Institute for Global
and International Studies Research Seminar Series; presentations at ETH Zurich; the Universities
of Bayreuth, Bergen, Duisburg-Essen ðMercator School of ManagementÞ, Duisburg-Essen ðCampus
EssenÞ, Frankfurt, Giessen, Heidelberg, Kassel, Kiel, Lucerne, Marburg, Milano-Bicocca, Osnabrueck,
and St. Gallen; and the New School for Social Research as well as the European Central Bank for help-
ful comments and discussions on earlier versions of this study. Contact the corresponding author,
Axel Dreher, at mail@axel-dreher.de.
1 See, among many others, Kaufmann and Wang ð1995Þ, Dollar and Pritchett ð1998Þ, Alesina and
Dollar ð2000Þ, Kilby ð2000, 2011bÞ, Berthélemy and Tichit ð2004Þ, Canavire et al. ð2006Þ, Kuz-

© 2013 by The University of Chicago. All rights reserved. 0013-0079/2013/6201-0006$10.00

This content downloaded from 128.112.069.029 on August 11, 2019 17:07:59 PM
All use subject to University of Chicago Press Terms and Conditions (http://www.journals.uchicago.edu/t-and-c).



158 E C O N O M I C D E V E L O P M E N T A N D C U L T U R A L C H A N G E
tional relations theory, notes: “the transfer of money and services from one
government to another performs here the function of a price paid for political
services rendered or to be rendered” ð1962, 302Þ. Indeed, since the late 1940s,
every US administration has considered foreign aid to be an important tool in
achieving foreign policy goals ðRuttan 1996Þ.
Perhaps even better documented than the political determinants of aid is

the failure of development assistance to noticeably raise economic growth in
typical recipient countries ðe.g., Boone 1996; Easterly, Levine, and Roodman
2004; Rajan and Subramanian 2008; Doucouliagos and Paldam 2009; Hodler
and Dreher 2013Þ. It is no great leap to speculate that the political patterns of
aid disbursement could be partly responsible for aid’s lackluster impact on eco-
nomic growth. In one of the most cited econometric studies detailing the
political determinants of aid, Alesina and Dollar ð2000, 55Þ conclude that the
political allocation of aid “provides evidence as to why it is not more effective at
promoting growth and poverty reduction.” Other studies make the same
claims, although only a handful consider the impact of political motivations
on aid effectiveness in detail ðDunning 2004; Bermeo 2008; Headey 2008;
Bearce and Tirone 2010; Bueno de Mesquita and Smith 2010; Minoiu and
Reddy 2010Þ.
Testing the effectiveness of politically driven aid involves confronting at

least two obstacles. First, the impact of aid on the obvious outcome measure,
growth of gross domestic product ðGDPÞ per capita, is notoriously difficult to
measure with any precision ðRoodman 2007Þ. Second, even if the outcome
variable were not so noisy, most measures of donors’ political preferences—
like former colonial status, military assistance, and UN General Assembly vot-
ing—are problematic for causal inference. They either fail to vary over time or
suffer from endogeneity with foreign aid effectiveness. Most measures of po-
litical motivation of foreign aid simply do not allow the researcher to con-
trol for ðpossibly time-varyingÞ unobserved recipient characteristics when in-
vestigating aid effectiveness.
In our study, we narrow the lens so as to circumvent these challenges. We

consider the multilateral context and look at World Bank projects, which al-
lows us to use a less noisy outcome variable: the bank’s own evaluation of
the project. The bank audits the projects that it carries out in client member-
states, with an impressive level of thoroughness and independence. We ana-
lyze a comprehensive data set of nearly 6,000 World Bank project evalua-
iemko and Werker ð2006Þ, Dreher, Nunnenkamp, and Thiele (2011), Moser and Sturm ð2011Þ,
Vreeland ð2011Þ.
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Dreher et al. 159
tions ðapproved after 1975 and evaluated by 2008Þ, in order to understand
how the political motivation of aid affects project performance.
We choose two measures of political motivation: ð1Þ temporary member-

ship on the UN Security Council ðUNSCÞ and ð2Þ holding a directorship on
the World Bank Executive Board ðWBEBÞ. As Dreher, Sturm, and Vreeland
ð2009aÞ show, countries serving as temporary members of the UNSC are
more likely to receive World Bank projects ðwe replicate their finding below;
see table 6Þ. Presumably, the World Bank’s major shareholders seek to win
favor with UNSC members, in case they need political support on a matter
of international security addressed by the council. Similarly, Kaja and Werker
ð2010Þ find that developing countries serving on the WBEB receive more
development funds from the World Bank. Since the WBEB oversees all bank
financing decisions, a seat at the table can improve a country’s chances of re-
ceiving a project. As they vary over time for reasons unrelated to economic
performance, both of these measures of international influence allow for less
problematic use of panel data than other measures of political importance.
We find that political motivations only hurt the performance of World

Bank projects if a high-status country already faces economic difficulties.
More specifically, we find no significant average effect of political influence on
the likelihood of a successful project evaluation. Yet, when we examine proj-
ects granted to UNSC members experiencing economic mismanagement or
vulnerability—measured by short-term debt and debt service burden—we find
that project performance suffers.
The study proceeds as follows. Section II presents our argument. Section III

describes our data and empirical specifications, with the results from our anal-
ysis presented in Section IV.We present a series of robustness tests in Section V,
and Section VI concludes. As the World Bank evaluation data are not yet
widely used, we provide a detailed appendix summarizing the evaluation pro-
cedure and the data set ðapp. AÞ.

II. The Argument
How might political favoritism negatively influence the impact of foreign aid
in general and the performance of World Bank projects in particular? First,
we note that a good case can be made for the potential effectiveness of politi-
cally motivated aid. Cold War donors, for example, may have wanted not only
to curry favor with their client states but also to help their allies succeed eco-
nomically. The East Asian Tigers, for example, received politically motivated
assistance during the Cold War that does not appear to have impeded their
economic development.
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Moreover, regardless of the politics involved, once an aid project has been
funded, it must be delivered by the aid bureaucracy. The bureaucratic agents,
for their part, may desire to implement effective programs irrespective of the
political motivations of donors. For example, when deciding how to allocate
economic aid to Pakistan to increase political support for anti-Taliban op-
erations, a US aid official said, “We had to choose a method of funding that
was most likely to produce results efficiently and effectively” ðPerlez 2009Þ.
Furthermore, at any given time, there may be a plethora of worthwhile pos-

sible projects with similar potential effectiveness. Choosing from among these
projects according to political criteria may not reduce the average effectiveness
of aid programs. Thus, the evidence of political bias in aid allocation need not
imply ineffectiveness.
Politically motivated aid might, however, fall short in delivering develop-

ment benefits. First, politically motivated aid allocation may lead to the ap-
proval of lower-quality projects to favored countries, compared with compet-
ing projects from other countries. As hinted at above, this presumes that the
allocation decision is made facing a declining marginal return schedule of proj-
ects and that politics can otherwise change the order of this queue. Thus, the
problem is already apparent at the stage of project approval.
Second, politically motivated projects may face less intense supervision by

the World Bank or the recipient country to achieve success on development
outcomes, particularly if more intense supervision might lead to reduced or
delayed resource transfers. Moreover, the granting of a project may delay im-
portant policy reforms that could, among other things, also promote project
success. With specific reference toWorld Bank projects, Kilby ð2009Þ suggests
that favoritism in project allocation undermines the credibility of conditional-
ity, rendering it less effective. Favoritism might also allow projects to go ahead
when the preconditions are not met.
This does not imply that politically important countries necessarily follow

unsound economic policy. Sometimes governments and the World Bank agree
on policy; some governments even invite policy conditionality ðVreeland 2003Þ.
Other times, governments may follow a different policy course than that rec-
ommended by the World Bank and still produce fine results.2
2 South Korea during the early 1980s is a good example. The World Bank suggested an austerity
program, but the Korean government argued that this would cause a counterproductive recession.
So the Korean government dropped out of a bank-sponsored Structural Adjustment Loan and fol-
lowed its own policies to good ends. The government later returned to the bank for another loan,
effectively on Korea’s own terms. See Stiglitz and Yusuf ð2001Þ.
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Still other times, however, countries may be unable or unwilling to follow
World Bank conditionality, even though economic imperatives require tough
adjustment. When those countries are politically important, the bank and its
member states may face commitment problems in executing the project or
its necessary reforms ðsee Mosley, Harrigan, and Toye 1991Þ. This may be
particularly likely when a government is economically vulnerable, such as
when it faces a high ratio of short-term to long-term debt or simply when debt
service in general is too high.
Consistent with these arguments, Stone’s ð2008Þ work on the International

Monetary Fund ðIMFÞ suggests that politically important countries employ
their leverage when they are economically vulnerable. When a politically im-
portant country is economically vulnerable, it may also seek World Bank as-
sistance to promote short-run economic goals and use its political leverage to
avoid following policies that might be painful in the short run—even if this
may damage the outcome of the project. Or these governments may simply
focus on securing necessary foreign financing to mitigate their vulnerability
and have little interest in investing in project success, particularly if more in-
tense supervision would reduce or delay disbursements. Since there are theoret-
ical reasons why political aid may be less effective, or just as effective, as devel-
opmental aid, we turn to the empirics to search for evidence.

III. Data and Empirical Specifications
We employ a logit model, where our dependent variable is an indicator coded 1
for projects that are rated as satisfactory and 0 otherwise. The direct connec-
tion of this measure to each specific project represents its key advantage over
broader and noisier measures, such as economic growth, a variable influenced
by many factors beyond World Bank support. Some readers might worry that
World Bank evaluations may be biased. While there surely are biased assess-
ments in individual cases, systematic bias linked to political motivations that
were relevant at the time of project approval are unlikely to be relevant for
several reasons: ð1Þ frequent staff rotations ensure that the person managing
the completion report is rarely the person who supervised the early stages of
the project, ð2Þ career advancement is tied more to project preparation and
approval than to ex post performance ratings, and ð3Þ even if there were some
benefit, it would be risky to inflate an evaluation because projects stand a
chance of being audited by the Independent Evaluation Group ðIEGÞ. As we
report in more detail in appendix A, we observe no difference in the perfor-
mance ratings of projects that received an audit from the IEG and those that
did not: both audited and nonaudited projects have an average satisfactory rat-
ing of 73%.
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Our reduced-form empirical specification is at the project level:

Prðperformanceijt 5 1Þ5 F ðcommittee membershipijt5appr;

committee membershipijt5impl; committee membershipijt5eval;

X ijt5apprÞ;
ð1Þ

where performance represents the dichotomous indicator of the World Bank’s
evaluation of project i in country j at year t as satisfactory; committee mem-
bership captures membership in the UNSC or WBEB for country j at the
time of project approval, implementation, or evaluation; and X denotes a ma-
trix of control variables at the time of project approval ðincluding country
or year fixed effects in some specificationsÞ.3 We cluster standard errors at the
country level.
Among the various proxies for donor interests proposed in the literature,

we chose to focus on membership in the UNSC and the WBEB, for reasons
discussed in detail in appendix B. Briefly, we believe that international commit-
tee membership poses the fewest problems from among the list of other mea-
sures of international influence that scholars employ because of ð1Þ the scarcity
of committee membership positions, which produces cross-sectoral variation;
ð2Þ the temporary nature of service, which produces time series variation; and,
in many cases, ð3Þ the exogeneity of the selection process that, together with
the ability to better use the panel data, allows us to make stronger causal argu-
ments. Thus, we use these two crisply coded dichotomous measures, which
previous research has shown to be associated with World Bank political favor-
itism.
Donor interests in the recipient country might influence project perfor-

mance via three different paths: first, donor favoritism could influence World
Bank decisions about the number, type, and design of projects at the time of
project approval. We test for this possibility by including an indicator variable
coded 1 if a country is a committee member at the time of project approval.
This variable directly tests our hypothesis about the effectiveness of politically
motivated aid. We also examine whether the performance effect works via a
larger number of projects granted to favored countries or type and design of
projects. Second, donor influence could affect project implementation through,
3 When we include year and country indicator variables together in a single specification, many of
our regressions fail to converge. So we focus our attention on the specifications with country fixed
effects. While there might be year-specific effects on the likelihood of project success, there is no
good reason to assume that they would be systematically related to temporary UNSC membership
or WBEB membership.
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for example, the speed of loan disbursement, the degree of supervision, and the
enforcement of project conditions ðsuch as counterpart funding requirementsÞ
or program conditions ðsuch as macroeconomic or governanceÞ conditionality.
We control for this avenue of influence by including a measure of the propor-
tion of the project implementation period during which the country occupied
a committee seat. ðTo avoid overlap with the approval measure, we code this
variable with respect to the second year of project implementation.Þ While we
believe that it is important to test for this mechanism, we consider it less likely
than the first one, particularly since the shareholders of the World Bank only
rarely intervene directly in project supervision issues ðMarshall 2008, 76Þ.
Third, donor influence could bias the evaluation of project outcomes. We

control for this possibility by including committee membership at the time
of project evaluation. Note that committee membership during evaluation
cannot change the true project outcome but could only affect the measured
outcome. So including this variable is a test of whether political influence af-
fects performance ratings, and we would expect a positive effect of committee
membership here. But clearly this is not a test of our hypothesis of political mo-
tivation affecting actual outcomes.
As for the additional control variables, our analysis includes borrower-

related variables suggested by Dollar and Svensson ð2000Þ in their analysis
of the determinants of the success of World Bank ðadjustmentÞ projects: time
in office of the borrower government ðand its squareÞ, ethnic fractionalization
and ethnic fractionalization squared, instability, and democracy.4 Our mea-
sure of time in office comes from Beck et al. ð2001Þ. The longest period of
time a country’s leader has been in office is 46 years: Jordan in 1999. Our
measure of ethnic fractionalization comes from Easterly and Sewadeh ð2001Þ
and ranges from 0 ðRepublic of KoreaÞ to 93 ðTanzaniaÞ. Following many
other studies ðe.g., Easterly and Levine 1997; Dollar and Svensson 2000; Broz
2002; Bueno de Mesquita et al. 2003Þ, we include the number of govern-
ment crises as a measure of instability. The variable is defined as “the num-
ber of any rapidly developing situation that threatens to bring the downfall of
the present regime” ðDatabanks International 2005Þ.5 The maximum num-
ber of crises in our sample is four ðin Iran, 1978; Liberia, 1980, 1981; Argen-
4 Dollar and Svensson ð2000, 901Þpoint out that “the political economy literature suggests that ethnic
fractionalization and length of tenure affect the probability of successful reform, but does not exactly
identify the functional form of this relationship. The quadratic form chosen yields the best results.”
For a more recent analysis of what determines the success of World Bank projects, see Smets, Knack,
and Molenaers (2013).
5 This variable is available to us only up to 2003 and thus restricts our sample to projects approved
by 2003 ðand evaluated by 2008Þ.
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tina, 2002Þ. Our measure of political regime, a binary indicator of democ-
racy, comes from Cheibub, Gandhi, and Vreeland ð2010Þ.6 We also control
for the size and complexity of the project loan, which is included in our da-
tabase for most, but not all, of the projects ðtransformed to real 2000 US$
using the GDP deflatorÞ.7
This specification has a number of forces biasing against finding an effect

from political motivation in a finite sample. As with any investigation, the eval-
uation data might be too rough to identify significant patterns. More specific
to this investigation, only about 10% of the projects starting at a country’s ten-
ure on the UNSC are likely to be politically motivated ðDreher et al. 2009aÞ.
Even if these projects are of lower quality, they might not reduce the average
sufficiently to be detected amid the mass of other projects unaffected by polit-
ical motives. Moreover, political bias might be present in the project goals,
making them easier to attain. To the extent that goals are taken into account
when evaluating a project, we would not find a significant effect here, even if
politically motivated projects typically perform poorly.
Noting those limitations, we begin by estimating equation ð1Þ for the en-

tire sample. Following Bermeo ð2008Þ, who argues that the political motiva-
tions driving foreign aid were stronger and more pernicious during the Cold
War, we also divide the sample into the ColdWar and post–ColdWar periods,
to investigate whether the political stakes of the Cold War affected the im-
pact of politics on project quality. This also allows us to test the World Bank’s
own claim: “It is true that during the Cold War years aid was politically mo-
tivated. Now however, aid is being delivered to countries most in need and
to those who show they are determined to use it well” ðWorld Bank 2013Þ.
To test whether political motivation affects performance more in economi-

cally mismanaged or vulnerable countries, we interact committee member-
ship with two variables capturing the recent history of poor decision making,
economic misfortune, or economic desperation: short-term debt as a percent-
age of total debt and debt service as a percentage of gross national income
ðGNIÞ:
7 This measure includes the size of the loan and also any additional project-related costs. The results
are unchanged when only loan size is used. Dollar and Svensson ð2000Þ also include a number of
variables related to the World Bank itself, like the time spent by World Bank staff to prepare or
supervise a specific project. Their results show that once endogeneity of bank effort is addressed, the
World Bank–related variables do not significantly affect project evaluation. We do not have access to
these data and thus cannot control for them.

6 The measure of democracy is a binary indicator of whether the chief executive and the legislator
are both filled through contested elections, where “contested” is defined by the observation that
incumbents face some probability of losing, and they actually step down from office when they do.
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Prðperformanceijt 5 1Þ5 F ðcommittee membershipijt5appr;

committee membershipijt5impl; committee membershipijt5eval;

economic vulnerabilityijt5appr; committee membershipijt5appr

� economic vulnerabilityijt5appr; X ijt5apprÞ:

ð2Þ

Sovereigns with poor credit, like other borrowers, find it difficult to borrow
from commercial sources over long horizons, and high short-term debt makes
countries vulnerable to creditors who may decide not to roll over the debt. Since
some of the poorest borrowers may only receive loans from international fi-
nancial institutions, which are often subsidized and of longer duration, we also
look at debt service as a percentage of GNI. This variable captures both the
interest rate as well as the overall debt of the country. Stone ð2008Þ also uses
these two variables as proxies for economic vulnerability. Appendix C sum-
marizes the above variables and also presents descriptive statistics and sources.

IV. Results
In this section, we begin by testing the general hypothesis that politically
motivated aid results in worse-performing projects overall, as presented in
equation ð1Þ. We do not find this average effect. We then turn to testing the
hypothesis in equation ð2Þ and find that politically motivated aid results in
worse-performing projects when countries face especially high short-term debt
ðor debt serviceÞ.
Table 1presents our overall results for equation ð1Þ. In the first four columns,

we examine the impact of UNSC membership. In column 1 we include basic
control variables, in column 2 we add additional regional and economic con-
trols, in column 3 we add year fixed effects, and in column 4—our preferred
specification—we estimate a country fixed effects model ðconditional logitÞ.8
The coefficient on our key independent variable of interest, UNSC mem-

bership at time of approval, is negative but not statistically significant at con-
ventional levels.9 As for our controls for political importance during other
periods during the life cycle of a World Bank project, UNSC membership
during the project period is also negative but not statistically significant once
fixed effects are taken into account. UNSC membership at time of evaluation
8 The number of observations varies with specification. Differences between regressions including
the UNSC and WBEB arise because the former refer to members of the United Nations only. The
lower number in table 1 columns 2, 3, 6, and 7 is largely due to missing observations on project costs.
9 Note that this result holds when we exclude from the regression UNSC membership during the
project period and at the time of evaluation.
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TABLE 1
SATISFACTORY PROJECT EVALUATION, LOGIT

ð1Þ ð2Þ ð3Þ ð4Þ ð5Þ ð6Þ ð7Þ ð8Þ
UNSC approval time 2.065 2.128 2.097 2.105

ð.50Þ ð.92Þ ð.65Þ ð.83Þ
UNSC project period 2.101 2.643* 2.463 .066

ð.25Þ ð1.67Þ ð1.21Þ ð.17Þ
UNSC evaluation time .106 .137 .138 .101

ð.76Þ ð.75Þ ð.80Þ ð.69Þ
WBEB member

approval time .142 .036 .039 .065
ð.97Þ ð.27Þ ð.27Þ ð.57Þ

WBEB member project
period .409 2.158 2.063 2.062

ð1.36Þ ð.41Þ ð.14Þ ð.12Þ
WBEB member

evaluation time 2.055 2.181 2.146 2.094
ð.46Þ ð1.49Þ ð1.26Þ ð.74Þ

Short-term debt .007 .002 .003 2.004 .006 .002 .003 2.004
ð1.13Þ ð.37Þ ð.51Þ ð.73Þ ð1.08Þ ð.30Þ ð.46Þ ð.74Þ

Time in office 2.020 2.012 2.011 2.019 2.015 2.013 2.011 2.019
ð.81Þ ð.53Þ ð.48Þ ð.83Þ ð.61Þ ð.55Þ ð.47Þ ð.85Þ

Time in office, squared .001 .000 .000 .000 .001 .000 .000 .000
ð.91Þ ð.38Þ ð.29Þ ð.08Þ ð.73Þ ð.36Þ ð.25Þ ð.08Þ

Ethnic fractionalization .013 .012 .009 .015* .010 .007
ð1.50Þ ð1.32Þ ð.97Þ ð1.78Þ ð1.01Þ ð.74Þ

Ethnic fractionalization,
squared 2.000* 2.000** 2.000* 2.000** 2.000* 2.000

ð1.94Þ ð2.01Þ ð1.73Þ ð2.29Þ ð1.68Þ ð1.49Þ
Instability .001 2.076 2.140 .091 2.037 2.059 2.128 .087

ð.01Þ ð.72Þ ð1.41Þ ð.80Þ ð.29Þ ð.53Þ ð1.26Þ ð.75Þ
Democracy .261* .210 .044 .032 .158 .222 .048 .044

ð1.74Þ ð1.36Þ ð.27Þ ð.15Þ ð1.09Þ ð1.46Þ ð.27Þ ð.22Þ
ðlogÞ GDP per capita 2.052 2.068 2.062 2.077

ð.59Þ ð.74Þ ð.72Þ ð.85Þ
ðlogÞ population .068 .048 .075 .051

ð1.52Þ ð1.06Þ ð1.56Þ ð1.05Þ
Lending project cost 2.000 2.000 2.000 2.000

ð.98Þ ð1.39Þ ð.90Þ ð1.30Þ
East Asia .694*** .546** .708*** .544*

ð2.64Þ ð1.98Þ ð2.63Þ ð1.84Þ
Latin America .093 2.091 .083 2.107

ð.78Þ ð.69Þ ð.63Þ ð.66Þ
Middle East .337 .065 .375 .085

ð.84Þ ð.16Þ ð1.19Þ ð.23Þ
South Asia .472 .414 .471 .387

ð1.45Þ ð1.22Þ ð1.29Þ ð1.00Þ
Sub-Saharan Africa 2.044 2.318 2.064 2.339

ð.15Þ ð1.01Þ ð.22Þ ð1.02Þ
Country fixed effects No No No Yes No No No Yes
Year fixed effects No No Yes No No No Yes No
Period All All All All All All All All
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TABLE 1 (Continued)

ð1Þ ð2Þ ð3Þ ð4Þ ð5Þ ð6Þ ð7Þ ð8Þ
No. observations 5,834 4,499 4,499 6,808 5,812 4,479 4,479 6,786
Log likelihood 23,569 22,660 22,628 23,666 23,545 22,646 22,615 23,657
Pseudo R 2 .0120 .0266 .0382 .0023 .0130 .0245 .0360 .0021

Note. Dependent variable is an indicator for successful project evaluation. Unless otherwise noted, all
variables are measured at the time of project approval. Standard errors are clustered at the country level;
absolute z-statistics in parentheses. UNSC 5 UN Security Council; WBEB 5 World Bank Executive Board;
GDP 5 gross domestic product.
* Significant at 10%.
** Significant at 5%.
*** Significant at 1%.

Dreher et al. 167
is positive, but not statistically significant, suggesting that committee mem-
bership does not noticeably bias evaluation findings.
Columns 5–8 of table 1 repeat the analysis with WBEB as the indepen-

dent variable of interest. World Bank board membership—at approval time,
during the project period, and at evaluation time—is statistically insignificant
across all specifications, and the results for the control variables are similar.
From this analysis, it appears then that the political motivation of aid, as prox-
ied by committee membership, does not have a discernible average effect on
project performance.
Of the control variables, only ethnic fractionalization squared ðnegativeÞ

and the indicator variable for East Asia ðpositiveÞ are significant at the 10%
level or stronger. According to table 1, column 1, the probability of a posi-
tive evaluation also increases with democracy ðsignificant at the 10% levelÞ,
but when we introduce additional control variables in column 2, the effect is
not significant at conventional levels.10

Tables 2 and 3 break up the sample into the projects approved in the Cold
War and post–Cold War periods. As columns 1–4 of table 2 reveal, we find
no effect of UNSC membership for projects approved during the Cold
War. Columns 4–6 similarly show no strong evidence that WBEB member-
ship during the Cold War led to significantly worse project evaluations.
When the sample is limited to the post–Cold War era ðtable 3Þ, again we

find no evidence that UNSC membership hurts. Columns 2 and 3 indicate
that UNSC membership at evaluation time might make a satisfactory rating
more likely, but the finding is not robust. Columns 4 and 5 reveal the same
interesting finding for WBEB membership at project evaluation, signifi-
cant at the 1% and 5% level, respectively. The coefficient is not statistically
10 Note that ethnic fractionalization drops out in the country fixed effects specification, as it does
not vary over time.
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TABLE 2
SATISFACTORY PROJECT EVALUATION, LOGIT, COLD WAR PERIOD

ð1Þ ð2Þ ð3Þ ð4Þ ð5Þ ð6Þ
UNSC approval time 2.083 2.175 2.083

ð.51Þ ð1.01Þ ð.54Þ
UNSC project period 2.043 2.708 .206

ð.08Þ ð1.35Þ ð.42Þ
UNSC evaluation time 2.026 2.202 2.078

ð.16Þ ð1.14Þ ð.48Þ
WBEB member approval time 2.067 2.196 2.097

ð.50Þ ð1.31Þ ð.68Þ
WBEB member project period .948*** .508 .560

ð2.84Þ ð1.42Þ ð.74Þ
WBEB member evaluation time 2.135 2.252 2.141

ð.79Þ ð1.47Þ ð.87Þ
Short-term debt .002 2.005 2.011 .001 2.006 2.012

ð.24Þ ð.63Þ ð1.40Þ ð.13Þ ð.76Þ ð1.58Þ
Time in office 2.005 2.025 2.004 2.003 2.023 2.007

ð.18Þ ð.85Þ ð.15Þ ð.09Þ ð.79Þ ð.27Þ
Time in office, squared .001 .001 2.001 .001 .001 2.000

ð.69Þ ð1.42Þ ð.49Þ ð.78Þ ð1.44Þ ð.30Þ
Ethnic fractionalization .026** .020* .030*** .020*

ð2.23Þ ð1.73Þ ð2.87Þ ð1.67Þ
Ethnic fractionalization, squared 2.000** 2.000*** 2.000*** 2.000***

ð2.44Þ ð2.77Þ ð3.14Þ ð2.66Þ
Instability .011 .053 .136 2.007 .039 .133

ð.05Þ ð.34Þ ð.78Þ ð.03Þ ð.24Þ ð.74Þ
Democracy .262 .179 .064 .064 .116 .026

ð1.28Þ ð.92Þ ð.28Þ ð.34Þ ð.56Þ ð.12Þ
ðlogÞ GDP per capita 2.101 2.133

ð.85Þ ð1.15Þ
ðlogÞ population .101** .082*

ð2.27Þ ð1.67Þ
Lending project cost 2.001 2.001

ð1.57Þ ð1.48Þ
East Asia 1.286*** 1.083***

ð4.54Þ ð3.70Þ
Latin America .109 2.047

ð.60Þ ð.23Þ
Middle East .369 .145

ð.85Þ ð.41Þ
South Asia .829** .538

ð2.13Þ ð1.37Þ
Sub-Saharan Africa .107 2.124

ð.28Þ ð.32Þ
Country fixed effects No No Yes No No Yes
Period <1991 <1991 <1991 <1991 <1991 <1991
No. observations 3,668 2,738 3,945 3,646 2,718 3,923
Log likelihood 22,332 21,651 22,154 22,303 21,637 22,144
Pseudo R 2 .0104 .0461 .0026 .0143 .0440 .0031

Note. Dependent variable is an indicator for successful project evaluation. Unless otherwise noted, al
variables are measured at the time of project approval. Standard errors are clustered at the country level
absolute z-statistics in parentheses. UNSC 5 UN Security Council; WBEB 5 World Bank Executive Board
GDP 5 gross domestic product.
* Significant at 10%.
** Significant at 5%.
*** Significant at 1%.
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TABLE 3
SATISFACTORY PROJECT EVALUATION, LOGIT, POST–COLD WAR PERIOD

ð1Þ ð2Þ ð3Þ ð4Þ ð5Þ ð6Þ
NSC approval time .011 .088 2.096

ð.06Þ ð.37Þ ð.43Þ
NSC project period 2.087 2.747 .130

ð.18Þ ð1.19Þ ð.22Þ
NSC evaluation time .396 .664** .434*

ð1.62Þ ð2.21Þ ð1.78Þ
BEB member approval time 2.033 2.111 2.157

ð.18Þ ð.49Þ ð.78Þ
BEB member project period 2.065 2.771 21.151

ð.16Þ ð1.63Þ ð1.57Þ
BEB member evaluation time .565*** .528** .307

ð2.84Þ ð2.33Þ ð1.43Þ
hort-term debt .028*** .024* .014 .027*** .024* .015

ð3.51Þ ð1.70Þ ð1.37Þ ð3.21Þ ð1.74Þ ð1.43Þ
ime in office 2.076*** 2.064** 2.138*** 2.071*** 2.067** 2.140***

ð2.98Þ ð2.27Þ ð4.34Þ ð2.83Þ ð2.32Þ ð4.41Þ
ime in office, squared .002** .001 .004*** .001* .001 .004***

ð2.18Þ ð1.43Þ ð3.48Þ ð1.94Þ ð1.52Þ ð3.66Þ
thnic fractionalization 2.021* 2.010 2.016 2.010

ð1.78Þ ð.85Þ ð1.55Þ ð.80Þ
thnic fractionalization, squared .000 .000 .000 .000

ð1.09Þ ð.33Þ ð.72Þ ð.33Þ
stability 2.097 2.245* 2.069 2.179 2.231* 2.069

ð.77Þ ð1.86Þ ð.65Þ ð1.53Þ ð1.81Þ ð.66Þ
emocracy 2.051 2.156 2.121 2.098 2.121 2.068

ð.32Þ ð.88Þ ð.40Þ ð.66Þ ð.69Þ ð.24Þ
logÞ GDP per capita 2.012 2.005

ð.07Þ ð.04Þ
logÞ population .067 .082

ð.85Þ ð1.05Þ
ending project cost 2.000 2.000

ð1.15Þ ð1.11Þ
ast Asia 2.521 2.411

ð1.25Þ ð.95Þ
atin America 2.201 2.118

ð.84Þ ð.47Þ
iddle East 2.294 2.175

ð.71Þ ð.43Þ
outh Asia 2.071 .035

ð.14Þ ð.05Þ
ub-Saharan Africa 2.529 2.449

ð1.18Þ ð1.00Þ
ountry fixed effects No No Yes No No Yes
eriod >1990 >1990 >1990 >1990 >1990 >1990
o. observations 2,166 1,761 2,797 2,166 1,761 2,797
og likelihood 21,189 2946 21,254 21,184 2946 21,252
seudo R 2 .0347 .0402 .0134 .0387 .0401 .0144

ote. Dependent variable is an indicator for successful project evaluation. Unless otherwise noted, all
ariables are measured at the time of project approval. Standard errors are clustered at the country level;
bsolute z-statistics in parentheses. UNSC 5 UN Security Council; WBEB 5 World Bank Executive Board;
DP 5 gross domestic product.
Significant at 10%.

* Significant at 5%.
** Significant at 1%.
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170 E C O N O M I C D E V E L O P M E N T A N D C U L T U R A L C H A N G E
significant at conventional levels, however, when we control for country fixed
effects ðin col. 6Þ. Among the other control variables, countries facing greater
short-term debt are significantly more likely to obtain a satisfactory rating on
project performance in four of the six specifications. This could imply that
countries in macroeconomic distress are more likely to make World Bank
interventions successful since such interventions may be relatively more
valuable. The result does not obtain statistical significance in columns 3 and 6,
however, when we include country fixed effects.
In table 4 we present the results from equation ð2Þ, interacting our mea-

sures of political importance with vulnerability. Interpreting the interaction ef-
fect in nonlinear models such as a logit is not straightforward ðAi and Norton
2003; Greene 2010Þ.11 The interaction coefficients are negative, and accom-
panying tests indicate that UNSC members facing high short-term debt or
debt service are less likely to have satisfactory projects.12 We find no similar ef-
fect for WBEB members.
To see the UNSC-vulnerability effect, consider figures 1 and 2, which

illustrate the quantitative effect of UNSC membership at approval time as a
function of short-term debt and debt service, respectively ðholding the addi-
tional explanatory variables to their means, and setting country fixed effects to
0Þ. As figure 1 shows, UNSC membership has a statistically significant neg-
ative effect ðat the 10% levelÞ on project performance when short-term debt
as a percentage of total debt is 21% or more.13 Within our sample, this is true
for almost 17% of the observations. When short-term debt reaches 40% of to-
tal debt, the probability of a satisfactory evaluation declines by about 15 per-
centage points with temporary UNSC membership.14

Similarly, figure 2 shows that projects in UNSC member-countries facing
debt service greater than 11% of GNI ðtwice the sample meanÞ are signifi-
cantly less likely to receive a satisfactory rating. In our sample, this is true for
about 7% of the observations. At this level of debt service, the estimated
11 As Ai and Norton ð2003, 123Þ point out, “the magnitude of the interaction effect in nonlinear
models does not equal the marginal effect of the interaction term.” It can even be of opposite sign.
Moreover, a simple t-test on the coefficient of the interaction term is not appropriate to test for the
significance of the interaction. We follow Greene ð2010Þ and conduct a likelihood-ratio test to
examine whether the fit of our model improves when including the interaction term. Indeed, the
test suggests, at the 10% level of confidence, that the statistical fit improves.
12 We also interacted short-term debt with UNSC membership during the project period and
evaluation time. The results show that the effect of UNSC membership does not depend on short-
term debt ðresults available upon requestÞ.
13 Note that the mean of short-term debt in the sample is 12.1%; the maximum is 89%.
14 The cases of UNSC members with short-term debt service above 20% at the time of projec
approval and unsatisfactory projects include countries from Latin America, Africa, and Asia, such as
Argentina ð2005Þ, Colombia ð1990Þ, Republic of Congo ð2007Þ, Ecuador ð1991Þ, Nigeria ð1995Þ
Thailand ð1986Þ, and Zambia ð1988Þ, among others.
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TABLE 4
SATISFACTORY PROJECT EVALUATION, INTERACTION WITH VULNERABILITY, CONDITIONAL LOGIT

ð1Þ ð2Þ ð3Þ ð4Þ
UNSC approval time .121 .153

ð.70Þ ð1.14Þ
UNSC project period .064 .010

ð.16Þ ð.03Þ
UNSC evaluation time .102 .116

ð.70Þ ð.75Þ
Short-term debt 2.001 2.004

ð.29Þ ð.83Þ
UNSC � short-term debt 2.018*

ð1.76Þ
Total debt service 2.010 2.010

ð1.41Þ ð1.35Þ
UNSC � total debt service 2.044**

ð2.10Þ
WBEB member approval time 2.172 .029

ð.81Þ ð.16Þ
WBEB member project period 2.062 2.125

ð.12Þ ð.25Þ
WBEB member evaluation time .064 .067

ð.56Þ ð.57Þ
WBED � short-term debt .005

ð.54Þ
WBED � total debt service 2.018

ð.88Þ
Time in office 2.020 2.014 2.019 2.015

ð.86Þ ð.61Þ ð.84Þ ð.64Þ
Time in office, squared .000 2.000 .000 2.000

ð.11Þ ð.05Þ ð.08Þ ð.05Þ
Instability .095 .095 .089 .099

ð.83Þ ð.83Þ ð.77Þ ð.85Þ
Democracy .037 .037 .047 .049

ð.18Þ ð.17Þ ð.24Þ ð.24Þ
Observations 6,808 6,571 6,786 6,549
Log likelihood 23,665 23,508 23,657 23,500
R 2 .0028 .0028 .0022 .0022

Note. Dependent variable is an indicator for successful project evaluation. Unless otherwise noted, all
variables are measured at the time of project approval. Standard errors are clustered at the country level;
absolute z-statistics in parentheses. UNSC 5 UN Security Council; WBEB 5 World Bank Executive Board.
* Significant at 10%.
** Significant at 5%.
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effect of UNSC membership on project satisfaction is around 28 percentage
points.15

As columns 3 and 4 of table 4 show, there is no discernible effect on project
performance for WBEB members that are economically vulnerable or mis-
5 The likelihood-ratio test again indicates that the interaction increases the fit of the model, significant
t the 10% level. Temporary members of the UNSC with debt service above 11% and unsatisfactory
1

a

project ratings include Angola ð2003Þ, Cote d’Ivoire ð1991Þ, Indonesia ð2007Þ, and Nigeria ð1995Þ,
among others.
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Figure 1.Marginal effect of UNSC on outcome as short-term debt changes; table 4, column 1. Dependent
variable: satisfactory project evaluation indicator.

Figure 2. Marginal effect of UNSC on outcome as debt service changes; table 4, column 2. Dependent
variable: satisfactory project evaluation indicator.
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Dreher et al. 173
managed. Figures 3 and 4 do not reveal any remarkable patterns on how the
marginal effect changes over the range of the debt variables; at no level of
debt is the effect of WBEB membership statistically significant at conven-
tional levels.

V. Robustness
In this section, we show the robustness of our main result, the negative effect
of UNSC membership for governments facing economic vulnerability or mis-
management. In the interest of brevity, we focus on short-term debt rather
than total debt service, although the results are robust using either measure.
The lending environment of the World Bank is unique. Table 5 attempts to

control for a number of bank-specific idiosyncrasies, in case these idiosyn-
crasies themselves might be responsible for the observed correlations. The
regressions repeat the basic specification of column 1 in table 4, in which we
find that UNSC members with a high short-term debt service receive lower
project evaluation ratings.
In table 5, column 1, we exclusively focus on projects evaluated by the

IEG, formerly known as the Operations Evaluation Department ðOEDÞ. ðIn
app. A, we explain that the share of directly audited projects in our full data
set is about 35%.ÞWe obtain similar effects: the graph for the marginal effect
of UNSC membership ðnot shownÞ is similar to figure 1.
Table 5, column 2, introduces control variables for the project sector, in-

cluding controls for energy/mining, transport, and “other” ðwith rural/agri-
culture as the omitted sectorÞ. The coefficients, significant at the 1% level, in-
dicate that transport and other sector projects are more likely to be successful
than rural/agricultural projects. Even as sectors have different success rates,
however, the coefficients of interest for the vulnerability hypothesis remain
nearly unchanged.
Table 5, column 3, adds controls for development policy loans. Policy loans,

including structural and sectoral adjustment loans, are different from typical
project loans in several respects: they are disbursed more quickly, they may be
granted more often due to financial vulnerability, international political factors
feature more prominently in their approval and supervision, and policy con-
ditionality is a key feature of these loans ðsee Mosley et al. 1991; Dollar and
Svensson 2000Þ. Thus, one might expect that our political variables would have
a stronger effect for development policy loans.16 But this does not appear to
16 When interacting the indicator for development policy loans with the indicator for UNSC mem-
bership at project initiation and, respectively, the interaction of UNSC and short-term debt, the ad-
ditional interactions are not statistically significant.
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Figure 3.Marginal effect of WBEB on outcome as short-term debt changes; table 4, column 3. Dependent
variable: satisfactory project evaluation indicator.

Figure 4. Marginal effect of WBEB on outcome as debt service changes; table 4, column 4. Dependent
variable: satisfactory project evaluation indicator.
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TABLE 5
SATISFACTORY PROJECT EVALUATION, TESTS FOR ROBUSTNESS, CONDITIONAL LOGIT

ð1Þ ð2Þ ð3Þ ð4Þ ð5Þ ð6Þ ð7Þ ð8Þ
Sample IEG All All All All IBRD IDA All
UNSC approval time .417 .138 .127 .095 .161 .211 .036 .276*

ð1.59Þ ð.77Þ ð.75Þ ð.55Þ ð.91Þ ð.93Þ ð.11Þ ð1.69Þ
UNSC project period .360 .107 .118 2.016 .137 .415 2.949 .188

ð.46Þ ð.28Þ ð.30Þ ð.04Þ ð.33Þ ð.97Þ ð1.56Þ ð.56Þ
UNSC evaluation time .191 .110 .098 .106 .101 .059 .303 .179

ð.90Þ ð.75Þ ð.68Þ ð.72Þ ð.63Þ ð.35Þ ð1.24Þ ð1.31Þ
Short-term debt 2.001 2.001 2.000 2.003 .001 .001 2.003 .011**

ð.08Þ ð.18Þ ð.07Þ ð.59Þ ð.24Þ ð.08Þ ð.37Þ ð2.00Þ
UNSC � short-term

debt 2.041*** 2.019* 2.018* 2.017 2.022** 2.021** 2.019 2.025**
ð2.63Þ ð1.82Þ ð1.79Þ ð1.64Þ ð2.21Þ ð1.97Þ ð.51Þ ð2.41Þ

Time in office 2.017 2.019 2.018 2.014 2.002 2.015 2.037 .017
ð.60Þ ð.81Þ ð.80Þ ð.51Þ ð.08Þ ð.51Þ ð1.09Þ ð.86Þ

Time in office, squared .000 .000 .000 .001 2.000 2.000 .000 2.001*
ð.13Þ ð.07Þ ð.04Þ ð.59Þ ð.29Þ ð.04Þ ð.33Þ ð1.78Þ

Instability .064 .092 .090 2.083 .126 .124 .002 .026
ð.33Þ ð.82Þ ð.77Þ ð.73Þ ð.93Þ ð1.02Þ ð.01Þ ð.26Þ

Democracy 2.028 .007 .026 2.051 .099 .152 2.172 2.585***
ð.10Þ ð.03Þ ð.13Þ ð.19Þ ð.42Þ ð.50Þ ð1.09Þ ð3.46Þ

Energy and Mining
Sector indicator .174

ð1.32Þ
Transport Sector

indicator .741***
ð5.75Þ

Other sectors indicator .324***
ð3.73Þ

Development policy
loan indicator .247**

ð2.25Þ
Inverse Mills ratio 2.992

ð1.10Þ
Observations 1,929 6,808 6,808 6,808 5,677 4,054 2,692 6,894
Log likelihood 21,004 23,638 23,661 23,670 23,045 22,090 21,438 24,230
Pseudo R 2 .0057 .0101 .0038 .0014 .0028 .0042 .0063 .0108

Note. Dependent variable is an indicator for successful project evaluation. Control variables refer to the
time at project start in all columns except 4, where they are averages of values at project start and
project evaluation. The sample in col. 1 contains only projects evaluated in a direct audit by the IEG/OED
ðIndependent Evaluation Group/Operations Evaluation DepartmentÞ. In column 8, we recode the de-
pendent variable so that all projects with satisfactory and highly satisfactory evaluations are 1, and all
others 0 ðincluding moderately satisfactoryÞ. Standard errors are clustered at the country level; absolute z-
statistics in parentheses. IBRD 5 International Bank for Reconstruction and Development; IDA 5 Inter-
national Development Association; UNSC 5 UN Security Council.
* Significant at 10%.
** Significant at 5%.
*** Significant at 1%.
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176 E C O N O M I C D E V E L O P M E N T A N D C U L T U R A L C H A N G E
be the case. The coefficients of interest are similar to those in table 4; the
indicator variable for development policy loan is significant at the 5% level,
with a positive coefficient.
In table 5, column 4, we adjust the timing of the control variables. The

projects are implemented over the period between approval and evaluation.
Above, we have taken control-variable values from the time of project ap-
proval—in case the project itself influences the outcomes of the control vari-
ables. For instance, receiving a World Bank loan with long-term financing
will arithmetically decrease the percentage of short-term debt in the coun-
try, one of our control variables. That said, most of the magnitudes of the con-
trol variables are driven by extraneous factors unrelated to the World Bank
projects, and using the value from the time of project approval does not per-
fectly capture the situation during implementation. So here we use the average
value for the control variables across the period between implementation and
evaluation.17 None of the control variables are significant at conventional
levels. When we graph the marginal effect, the figure ðnot shownÞ is again sim-
ilar to figure 1.
Table 5, column 5, addresses the possibility of nonrandom assignment of

projects. We use a Heckman two-step approach, where the first stage ðthe se-
lection stageÞ is the decision to provide World Bank projects to a country in a
given year, and the second stage ðthe outcome stageÞ is the evaluation logistic
regression that we have used throughout. This tries to capture that the sample
of projects we have is selective in the sense that there are other potential proj-
ects that were not approved. Following Heckman, the outcome stage includes
the inverse Mills ratio ðIMRÞ estimated from the selection stage ðnot presented
but available on requestÞ. The IMR has a convenient property: when included
in the regression of interest, the parameter capturing its influence indicates the
correlation between the selection and the outcome error terms ðsee Vreeland
2003Þ. Hence, if this parameter is significant, there is selection on unobserved
variables, and excluding the IMR may result in omitted-variable bias.18 Our
main finding holds with this addition, and the IMR turns out to be not
significant at conventional levels.
Next we distinguish between lending from the International Bank for Re-

construction and Development ðIBRDÞ and the International Development
Association ðIDAÞ, the soft-loan window for the poorest developing coun-
tries. Table 5, column 6, focuses on those projects that received financing by
17 Note that when we use average values of the control variables for the entire span of the project,
we add some observations that are missing at the country-year level, as we fill in the missing obser-
vations with the average level for the given period.
18 Note that the IMR, as we estimate it, does not vary for projects in the same country and year.
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the IBRD, while column 7 reports results for projects financed by the IDA.
As we cannot directly interpret the coefficient and statistical significance of the
interaction term in the nonlinear logit model, figures 5 and 6 report the graph-
ical representation of the marginal effects of short-term debt for these two
regressions. The figures show a similar result for the IBRD, as compared to
Figure 5. Marginal effect of UNSC on outcome as short-term debt changes; table 5, column 6 ðIBRD
loansÞ. Dependent variable: satisfactory project evaluation indicator.

Figure 6.Marginal effect of UNSC on outcome as short-term debt changes; table 5, column 7 ðIDA loansÞ.
Dependent variable: satisfactory project evaluation indicator.
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the overall sample. For the IDA, however, the marginal effect of temporary
UNSC membership is qualitatively similar but not statistically significant at
conventional levels for any size of short-term debt. This set of findings fol-
lows Kaja and Werker ð2010Þ, who similarly find that politics influence IBRD
loans but not the scarcer IDA funds. The result indicates that global politics
do not affect project performance for the poorest borrower countries, which go
through IDA. Instead, our effect of interest runs through the middle-income
countries that borrow from the IBRD. Given our hypothesis that vulnerable
governments exploit their political capital when facing vulnerability, it stands
to reason that the more powerful middle-income countries can mobilize more
political capital than the poorest borrowers.
In table 5, column 8, we slightly change the definition of our dependent

variable. From 1993 onward, the IEG reports more fine-grained evaluation
outcomes, including the category “moderately satisfactory.” While we other-
wise included this category as “satisfactory” throughout the analysis, here we
do not ðsee app. AÞ. As can be seen, our results are not affected by this change.
In table 6, we return to the question of which channel drives the negative

conditional effect of UNSC membership on project evaluation outcomes:
ð1Þ overextension because politically important governments that are econom-
ically vulnerable receive more projects than other countries, and face diminish-
ing returns, or ð2Þ poor performance because politically important govern-
ments that are economically vulnerable host worse projects in terms of type,
design, and level of preparation. The first argument can be tested directly. Do
politically important governments facing economic vulnerability receive more
World Bank projects than other countries? To answer this question, we esti-
mate the impact of temporary UNSC membership on the number of new
World Bank projects in a particular country and year, including the interac-
tion between UNSC membership and short-term debt.
Column 1 of table 6 replicates Dreher et al. ð2009a, 10, table 2, col. 4Þ,

estimating the number of new World Bank projects approved. Countries re-
ceive significantly more bank projects with temporary UNSC membership,
participation in IMF programs, higher debt service, higher investment, and
lower GDP per capita ðin 2000 pricesÞ and in the year after legislative elec-
tions. Column 2 of table 6 replaces debt service with short-term debt and in-
troduces its interaction with temporary UNSC membership. The marginal
effect of temporary membership is displayed in figure 7: it is significant at
the 10% level for short-term debt in the range of 6%–15% of GNI. The im-
pact of temporary membership, however, seems to decrease with short-term
debt, if anything. To formally test whether the impact of UNSC member-
ship depends on the level of short-term debt, we conduct t-tests, comparing
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TABLE 6
THE IMPACT OF UNSC MEMBERSHIP ON NEW WORLD BANK PROJECTS

ð1Þ ð2Þ
Temporary UNSC member .094* .148*

ð1.74Þ ð1.69Þ
IMF program .250*** .259***

ð6.31Þ ð6.50Þ
Debt service ð% GDPÞ .005***

ð3.67Þ
Short-term debt 2.001

ð.49Þ
UNSC � short-term debt 2.003

ð.50Þ
Investment ð% GDPÞ .021*** .019***

ð4.83Þ ð4.54Þ
GDP per capita ðlogÞ 2.576*** 2.551***

ð5.50Þ ð5.31Þ
Population ðlogÞ 2.036 2.040

ð.39Þ ð.44Þ
Lagged election 2.083** 2.077*

ð2.07Þ ð1.92Þ
Observations 2,135 2,092
No. countries 113 110
Log likelihood 23,097.25 23,073.64

Note. Dependent variable is the number of newWorld Bank projects in a
particular country and year; absolute z-statistics in parentheses. UNSC 5
UN Security Council; IMF 5 International Monetary Fund; GDP 5 gross
domestic product.
* Significant at 10%.
** Significant at 5%.
*** Significant at 1%.

Figure 7.Marginal effect of UNSC on number of newWB projects; table 6, column 2. Dependent variable
number of new WB projects.
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themarginal effect at themeanwith those at themaximumandminimumvalues
of short-term debt shown on the graph. According to the results, neither at the
minimum nor at the maximum do statistically significant differences exist.
We conclude that the interaction of “vulnerability” and political impor-

tance does not matter for project numbers, and therefore the mechanism
suggested in Stone ð2008Þ for the IMF does not drive our results for the
World Bank. The negative effect of UNSC membership in countries with
high short-term debt is thus most likely due to worse projects being chosen in
times of vulnerability, rather than to receiving more projects than the average
temporary UNSC member.19

VI. Conclusion
Our study represents a test of the hypothesis that political motivations hurt
aid effectiveness. Specifically, we investigate whether World Bank project per-
formance suffers when the projects are awarded to countries that experience
fleeting increases in their political power resulting from membership on the
UN Security Council or the World Bank Board of Executive Directors. We find
little evidence that project performance suffers on average.
We do find evidence, however, that projects awarded to UNSC members

facing economic vulnerability or mismanagement perform worse than other
projects. We consider the magnitude of the effect to be large: for a UNSCmem-
ber for which short-term debt as a percentage of total debt is about 40%, the
probability of a satisfactory evaluation declines by about 15 percentage points.
Similarly, projects approved for UNSC members with debt service greater than
11% of GNI have about an 8 percentage point lower probability of a success-
ful evaluation. Since the average probability of a satisfactory evaluation is about
0.7, this represents a drop of more than 10%. Substantively, this magnitude
approximates the difference between the observed rate of project success in
Africa and the rate of success in Western Europe. In this sense, average proj-
ect performance at the World Bank would be higher if these projects granted
to favored clients in times of vulnerability had gone to other World Bank bor-
rowers.
These findings suggest that politics affect World Bank project performance

only in exceptional cases of high political stakes and challenging economic
circumstances. To be sure, the World Bank as a multilateral institution may
19 This is in line with the results of Kilby ð2011a, 2011cÞ, showing that politically motivated pro-
jects have shorter preparation periods, while shorter preparation reduces the probability that projects
receive a successful evaluation.
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have less riding on political outcomes than a sovereign embroiled in an in-
ternational power struggle ðRodrik 1996Þ. The scope of the analysis presented
here limits our ability to extrapolate our findings to other settings of political
influence over aid allocation. Still, given the evidence that certain politically
motivated bank projects suffer in their performance, one might infer real dam-
age from politically motivated bilateral aid if the recipient country faces a mac-
roeconomic situation that is fragile.

Appendix A
Project Evaluation at the World Bank
Since the 1970s, all World Bank projects have gone through an ex post
evaluation. The evaluation system, as it currently operates, involves a “self-
evaluation” by staff involved with the project and takes place about 6 months
after the project is completed. The lengthy evaluation process involves con-
siderable documentation and considers three criteria measured in both quan-
titative and qualitative terms: ð1Þ outcomes, ð2Þ sustainability, and ð3Þ insti-
tutional development. Ex ante project goals and extenuating circumstances
are also taken into account. The borrower is then invited to comment on the
evaluation, and those comments ðif any are receivedÞ are appended to the
World Bank’s own evaluation but do not affect the rating of the project.
Outcome evaluations sometimes include an ex post calculation of the rate

of return for projects for which this is deemed appropriate ðsuch as infra-
structure projectsÞ; for many loans ðincluding policy-based loans, technical
assistance projects, projects with high presumed externalities such as health
and education investment projectsÞ, no rate-of-return calculation ðex ante
or ex postÞ is provided. Separately, the performance of bank and borrower
is also assessed, partly to help identify reasons for project success or failure.
The evaluation process usually lasts several months and involves part-time
work for a team of two to four people.
While staff judgments may be incorrect or even biased in individual cases,

there is little ground to suspect systematic bias linked to political motivations
that were relevant at the time of approval. Several practices within the bank
make such a systematic bias unlikely. First, frequent staff rotations at the bank
ensure that the person managing the completion report is rarely the person
who supervised the early stages of the project. Second, career advancement at
the bank is tied more to preparing projects and getting them approved than
to high ex post performance ratings ðMosley et al. 1991Þ. Indeed, the World
Bank has no formal process holding individual employees accountable for
unsatisfactory projects, and there are no direct consequences in terms of pay
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or promotion. Finally, even if there were some benefit, it would be risky to
inflate an evaluation because projects stand a chance of being audited by
the IEG.20 The self-evaluation usually is completed about 1 year after the
closing of the project ðwhich is the date after which no further disbursements
are possibleÞ; for projects selected for audit, the average time lag is 3.3 years.
Beyond the standard evaluation process described above, the IEG, formerly

the OED, evaluates a sample of World Bank projects ðWorld Bank 2003Þ.
The bank first instituted a separate evaluations department in 1971. Since
1975, the starting point of our analysis, the evaluations department has re-
ported directly to the WBEB, bypassing the bank’s own management layers.
To further ensure independence, evaluation managers and staff typically move
to IEG as the last step in their career, and others come from outside of the
bank.
The IEG/OED directly audits a substantial fraction of the staff self-

evaluations. Audits are nonrandom, focusing on projects that are program-
matically, politically, or environmentally important. Over the years, the share
of directly audited projects has steadily declined, from 100% in the 1970s to
about 50% in the 1980s and 25% today. Overall, the share of directly audited
projects from 1975 to 2006 ðthe data we use hereÞ is about 35%.
The World Bank has assembled all project evaluations, including self-

evaluations and IEG/OED audits, into a data set. The performance rating was
binary until 1993 and since then has ranged from highly unsatisfactory to
highly satisfactory. In line with the standard practice of the World Bank and
with Dollar and Svensson ð2000Þ, we group highly to marginally satisfactory
together and highly to marginally unsatisfactory together, to generate a binary
variable for our full sample.
Table A1 reports descriptive statistics from the evaluations data. We ob-

serve no difference in the performance ratings of projects that received an au-
dit from the IEG/OED and those that did not: both audited and nonaudited
projects have an average satisfactory rating of 73%. Projects in agriculture and
population, and health and nutrition, received the lowest share of satisfac-
tory ratings, while education, poverty reduction, and social protection projects
received the highest share. Satisfactory ratings are lowest in sub-Saharan Africa
at 63%, while they are over 80% in East Asia and Western Europe. The share
of satisfactory projects has fluctuated over time, reaching a nadir in 1988.
20 For further discussion on these issues, see Kilby ð1994, 2000Þ and Dollar and Svensson ð2000Þ.
Note that the World Bank does hold staff members accountable in the rare case with clear evidence of
corruption or criminal behavior associated with the granting or supervising of a loan.
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TABLE A1
FINAL PERFORMANCE RATING
Variable
This content downloaded from 128.112.069.029 o
All use subject to University of Chicago Press Terms and Condit
Count
n August 11, 2019 17
ions (http://www.journ
% Satisfactory
Final performance rating:
 .73

Satisfactory
 6,533

Unsatisfactory
 2,380
Final performance rating ðaudit reports onlyÞ:
 .73

Satisfactory
 2,284

Unsatisfactory
 826
Final performance rating ðCold WarÞ:
 .77

Satisfactory
 2,027

Unsatisfactory
 619
Final performance rating ðpost–Cold WarÞ:
 .72

Satisfactory
 4,506

Unsatisfactory
 1,761
Region:

Western Europe
 399
 .86

East Asia
 1,322
 .81

Eastern Europe
 855
 .79

Latin America
 1,753
 .75

Middle East
 805
 .74

South Asia
 1,092
 .74

Sub-Saharan Africa
 2,588
 .63
Sector:

Agriculture and Rural Development
 2,139
 .66

Economic Policy
 543
 .76

Education
 782
 .81

Energy and Mining
 1,266
 .73

Environment
 196
 .74

Financial Sector
 364
 .69

Financial and Private Sector Development
 364
 .69

Global Information/Communications Technology
 364
 .69

Health, Nutrition and Population
 358
 .63

Poverty Reduction
 28
 .86

Private Sector Development
 21
 .81

Public Sector Governance
 435
 .69

Social Development
 25
 .72

Social Protection
 230
 .84

Transport
 1,137
 .82

Urban Development
 425
 .76

Water
 438
 .72
Appendix B
Politically Motivated Projects at the World Bank
Scholars have proposed several variables to capture the political importance
of countries to the major shareholders of international financial institutions.
These include ð1Þ voting patterns at the UN General Assembly ðThacker
1999; Copelovitch 2010; Kilby 2013Þ, ð2Þ bilateral aid provided by the ma-
jor shareholders ðStone 2002, 2004Þ, ð3Þ major shareholder bank exposure
:07:59 PM
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ðOatley and Yackee 2004Þ, ð4Þ colonial ties ðFrey and Schneider 1986Þ, and
ð5Þ membership in international committees ðDreher et al. 2009a, 2009b;
Bueno deMesquita and Smith 2010; Kaja andWerker 2010; Morrison 2013Þ.
Since our outcome variable is project effectiveness, these variables may

be problematic. Consider the oft-used similarity of the UN voting measure.
Countries that vote in a similar fashion to, or receive bilateral support from,
the major shareholders might very well be the same sorts of places in which
World Bank projects are especially easy to implement due to shared values or
operating styles between the bank staff and their national counterparts. Since
countries’ preferences over international policy are likely correlated with the
ease of delivering effective aid, UN voting would require a strong instrument,
which remains elusive.
Similarly, countries with excessive New York or London bank exposure

could be in the midst of a financial bubble and therefore have unobservable
project risk. Analyzing the effectiveness of foreign aid by measuring political
motivation with these sorts of variables surely confounds the outcome vari-
able with the circumstances under which governments receive aid. Using mil-
itary aid abstracts from financial covariates, but comparing recipients of mil-
itary aid with nonrecipients crosses regimes with very different priorities.
The deeply historical quality of colonial status might represent a way out of
the problem, but this measure has no variation over time, so any comparison
of aid effectiveness along this dimension simply contrasts former colonies with
noncolonies, which is hardly an even match. Country fixed effects can control
for some of these effects. However, controlling for these leaves little ðor none,
in the case of former coloniesÞ variation that can be used to identify the effect
of political interests, if variation is mainly across countries and not over time.
Among potential variables of political influence, we believe that interna-

tional committee membership poses the fewest problems because of the scar-
city of membership positions, the temporary nature of service, and the exog-
eneity of the selection process. Thus, we use two crisply coded dichotomous
measures, which previous research has shown to be associated with World
Bank political favoritism. The first measure is temporary membership on the
UNSC, and the second is membership on the WBEB.
As the most important organ of the United Nations, the UNSC enjoys

high visibility by the public, and its duties include authorizing military action.
Every member of the UNSC has a prominent voice on the most pressing is-
sues of international security. Even though the five permanent members have
veto power, resolutions require a nine-vote open-ballot majority, and each ad-
ditional vote may increase the legitimacy or domestic support of the debated
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action ðVoeten 2001, 2005; Chapman and Reiter 2004; Chapman 2007, 2009;
Hurd 2007; Hurd and Cronin 2008Þ.
Thus, the major shareholders of theWorld Bank—the United States, Japan,

Germany, France, and the United Kingdom—may often agree that the tem-
porary members of the UNSC are politically important.21 In fact, mounting
evidence shows that powerful countries do favor elected UNSC members in
various ways: they receive increased aid from the United States and the United
Nations ðKuziemko and Werker 2006Þ; they are more likely to receive a loan,
and with fewer conditions, from the IMF ðDreher et al. 2009b; Dreher,
Sturm, and Vreeland 2013Þ; and most important for our article, UNSC mem-
bership increases the number of World Bank projects awarded to a country
between 10% and 25% ðDreher et al. 2009aÞ. For all of these reasons, we con-
sider UNSC participation to be a good measure of importance to the World
Bank’s major shareholders.
Arguably, the timing of election to the UNSC is exogenous to the perfor-

mance of World Bank programs. The UN General Assembly elects seats by
region, with three seats for Africa, two for Asia, two for Latin America, one
for Eastern Europe, and two for the Western Europe and Others group. Typ-
ically, regions agree on a clean slate of nominations in advance, which is ratified
by the assembly. When multiple candidates do compete in elections, they are
decided by a two-thirds majority of the assembly. While by no means a ran-
dom draw, membership appears largely idiosyncratic, due to varying regional
norms ðDreher et al. 2014Þ: Africa typically rotates, Latin America and Asia
hold competitive elections with regional hegemons winning most often ðe.g.,
Brazil and JapanÞ, Western Europe has a mixture of rotation and competitive
elections, and Eastern Europe has exhibited no systematic pattern since most
of its members joined the World Bank after the Cold War. Reinforcing the
exogeneity of the selection process, members face strictly enforced 2-year term
limits.
The importance of Executive Board membership at the World Bank has

been explored by Kaja and Werker ð2010Þ. The 25-member Board of Ex-
ecutive Directors of the IBRD governs the largest division of the World Bank.
Five members are appointed by the five largest shareholders, while the rest of
the 187 World Bank members elect the remaining 20 seats for renewable
2-year terms. Countries caucus in an ad hoc manner, although often in ac-
21 While Germany and Japan are not permanent members of the Security Council, they care a great
deal about how the body votes on matters of international security, particularly since assuming
greater roles on the world stage in the past 2 decades. On Japan, see Weiss ð2008Þ and Lim and
Vreeland ð2013Þ.
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cordance with their region, with each group choosing a single representative
on the board. Each of the ad hoc groupings, which tend to be stable from
election to election, has its own norms for choosing its representative. Some
groups take turns ðe.g., the African seatsÞ, and others are dominated by re-
gional hegemons ðe.g., IndiaÞ. Since the WBEB makes the most important de-
cisions in running the bank, those countries without a seat at the table face
a disadvantage in securing bank projects. Kaja and Werker ð2010Þ find that
countries serving on the WBEB receive around double the funding from the
IBRD. The results are robust to ignoring the seats without meaningful rota-
tion, and, as with temporary UNSC members, World Bank loans to WBEB
members drop off precipitously once their term expires.
Typically, the WBEB is far less politically charged than the UNSC. More-

over, while the additional bank projects that come with UNSC membership
result from a complex game of global horse trading, the WBEB is more like
a simple appropriations committee since it actually doles out money. Thus,
international politics likely drive “politically motivated” aid projects to UNSC
members, while narrow institutional influences probably drive those toWBEB
members.

Appendix C
TABLE C1
SOURCES
Variable
This content downloaded from 128.112.069.029 o
All use subject to University of Chicago Press Terms and Conditi
Source
UNSC approval time
 Dreher et al. ð2009bÞ

UNSC project period
 Dreher et al. ð2009bÞ

UNSC evaluation time
 Dreher et al. ð2009bÞ

WBEB member at project evaluation
 Kaja and Werker ð2010Þ

WBEB member at project period
 Kaja and Werker ð2010Þ

WBEB member at project start
 Kaja and Werker ð2010Þ

Short-term debt ð% of total external debtÞ at project start
 World Bank ð2008Þ

Total debt service ð% of GNIÞ at project start
 World Bank ð2008Þ

Time in office at project start
 Beck et al. ð2001Þ

Time in office at project start, squared

Ethnic fractionalization
 Easterly and Sewadeh ð2001Þ

Ethnic fractionalization, squared

Instability at project start
 Databanks International ð2005Þ

Democracy indicator at project start
 Cheibub et al. ð2010Þ

ðlogÞ GDP per capita at project start ðconstant 2000 US$Þ
 World Bank ð2008Þ

ðlogÞ population at project start
 World Bank ð2008Þ

Lending project cost ðmillions of real US$Þ
 Independent Evaluation Group data

IMF program
 Dreher et al. ð2009aÞ

Investment ð% of GDPÞ
 Przeworski et al. ð2000Þ, extended

Legislative election
 Beck et al. ð2001Þ

Note. UNSC5 UN Security Council; WBEB5World Bank Executive Board; GNI5 gross national income;
GDP 5 gross domestic product; IMF 5 International Monetary Fund.
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TABLE C2
DESCRIPTIVE STATISTICS
Variable
This content downloaded from 128.112.069
All use subject to University of Chicago Press Terms and C
Mean
.029 on Au
onditions (h
SD
gust 11, 201
ttp://www.
Min
9 17:07:5
journals.u
Max
UNSC approval time
 .10
 .31
 .00
 1.00

UNSC project period
 .08
 .13
 .00
 .67

UNSC evaluation time
 .09
 .29
 .00
 1.00

WBEB member at project evaluation
 .19
 .39
 .00
 1.00

WBEB member at project period
 .16
 .26
 .00
 .93

WBEB member at project start
 .18
 .39
 .00
 1.00

Short-term debt ð% of total external debtÞ at project start
 12.62
 9.39
 .00
 88.93

Total debt service ð% of GNIÞ at project start
 6.19
 5.11
 .00
 107.37

Time in office at project start
 8.60
 8.29
 1.00
 46.00

Time in office at project start, squared
 142.63
 254.28
 1.00
 2,116.00

Ethnic fractionalization
 52.62
 30.08
 1.00
 93.00

Ethnic fractionalization, squared
 3,673.68
 2,854.59
 1.00
 8,649.00

Instability at project start
 .17
 .47
 .00
 4.00

Democracy indicator at project start
 .36
 .48
 .00
 1.00

ðlogÞ GDP per capita at project start ðconstant 2000 US$Þ
 6.59
 1.06
 4.40
 9.01

ðlogÞ population at project start
 16.99
 1.58
 13.29
 20.77

Lending project cost ðmillions of real US$Þ
 132.47
 222.32
 .15
 3,150.38

IMF program
 .51
 .50
 .00
 1.00

Investment ð% of GDPÞ
 12.65
 6.87
 23.46
 68.35

Legislative election
 .19
 .39
 .00
 1.00
Note. Estimation sample of table 2, col. 1, and table 6, col. 1. UNSC 5 UN Security Council; WBEB 5
World Bank Executive Board; GNI 5 gross national income; GDP 5 gross domestic product; IMF 5
International Monetary Fund.
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