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Abstract   
    
This study examines the poverty focus of Swedish bilateral aid and if a multidimensional poverty 

measure has an effect on the selection of Swedish strategy countries within Sida’s bilateral aid 

program. Sweden, while generally seen as an altruistic donor, has been noted to allocate resources to 

relatively richer countries as a result of its wider aim with ODA such as democratic progress and 

human rights protection. To analyze the relationship between Swedish bilateral aid and poverty, we 

use concentration curves and a logistic regression for the year of 2016 for Sweden’s strategy countries. 

The regressions are performed using two measures of poverty, the Multidimensional Poverty Index 

and extreme monetary poverty (1.9$/day), controlling for institutional and strategic factors. The results 

for Sweden’s bilateral aid program show a slight poverty focus in terms of multidimensional poverty, 

as well as tendencies to focus on consistency, geopolitics and comparative advantages. There is no 

significant relationship between strategy countries and degree of monetary poverty. The results are 

largely aligned with Swedish policy objectives.  
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1. Introduction 
 
“Economists focus on income, public health scholars focus on mortality and morbidity, and 

demographers focus on births, deaths, and the size of populations. All of these factors contribute to 

well-being, but none of them is wellbeing.“ - Angus Deaton (2013, p 8) 

 

In a world with widespread poverty and malnutrition, relatively richer countries have taken on the 

responsibility to distribute aid and other forms of development support to countries that are relatively 

worse off. However, issues have been raised regarding the true intentions and results of aid - a 

complexity thoroughly discussed in the literature. Furthermore, as donors have defined broader 

development agendas, the initial focus on poverty has become less clear. It sheds light on our basic 

economic dilemma; with our resources being limited, how are we going to conduct our development 

work? Who are we going to support with aid, and why? 

 

Sweden has traditionally been known as an altruistic aid donor (Alesina & Dollar 2000). The main 

objective of Swedish aid, tied to a parliamentary decision, is to “create preconditions for better living 

conditions for people living in poverty and under oppression” (The Government of Sweden 2016, p 4). 

This translates into being the mission for the government agency Sida. The definition of poverty has 

evolved within Swedish aid policy (Sida 2016a) as well as in development literature. The traditional, 

monetary measure has been criticized for its narrowness, hence calling for a multidimensional 

measure. The Oxford Poverty and Human Development Initiative (OPHI) and The United Nations 

Development Programme (UNDP) have since 2010 calculated the Multidimensional Poverty Index 

(MPI), which includes incidence of multidimensional poverty and its average intensity. The 

multidimensional indicators consist of different measures of education, health, and standard of living 

on a household basis.  

 

Previous studies have mainly focused on poverty in terms of monetary resources, i.e. the $1 or $1.25 a 

day measure or other unidimensional measures (Baulch 2014). Even though the monetary approach to 

poverty certainly provides us with critical information, one could accuse such a measure of being too 

narrow. Measuring poverty solely in terms of income ignores crucial parts of a person’s level of 

deprivation. A multidimensional approach to poverty combines several challenges met in daily life, 

such as deprivation in terms of health and education, in one measure (OPHI 2015). As poverty is not 

all about a person's level of income, poverty reduction might require a wide range of strategies and 

knowledge about several aspects of a life in poverty. 

 

Since Sida and the Swedish Government describes their poverty focus as being targeted towards 
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multidimensional needs (Sida 2016b; The Government of Sweden 2015), our hypothesis is that Sida 

should choose its bilateral cooperation countries (strategy countries) based on multidimensional 

poverty to a greater extent than monetary poverty. However, the strategy countries have been quite 

consistent throughout the last decades. Some countries have been the same long before the 

multidimensional poverty measures saw the light of day. Hence, Sida’s strategy countries cannot be 

assumed to be chosen exclusively based on multidimensional poverty. This opens for a comparison 

between the different measures of poverty. To be able to assess the choices of Sida’s strategy countries 

in terms of its main goal, poverty reduction, we will base our analysis on a multidimensional poverty 

measure and then investigate if the poverty focus looks any different when using a classic, monetary 

measure (1.9$/day).  

 

The questions this thesis aims to answer are: how poverty-focused was Swedish bilateral aid in the 

year of 2016? Is Sweden’s bilateral aid directed according to a multidimensional or a monetary 

definition of poverty?  

 

This thesis will use two different methods to try to answer the research question. First off, we will 

present concentration curves for both multidimensional and monetary poverty. The concentration 

curves plot the cumulative percentage of poverty against the cumulative percentage of ODA1. These 

concentration curves do not take into account other factors that might influence the allocation. 

Therefore, the point of the concentration curves is mainly to describe the aid flows in relation to the 

incidence of poverty in a concise way, and hence provide an analytical foundation for the regressions.  

 

For a more sophisticated analysis, we will use a logistic regression model. Hence, the odds ratios of 

being a strategy country depending on the country’s level of poverty will be presented. The rationale is 

that, if Sweden’s poverty-focused aid is well-directed, its strategy countries should be chosen based on 

where people are the poorest and therefore in the greatest need of aid. However, other possibly 

influential factors will be discussed and controlled for. 

 

The thesis will start off with a background section and a presentation of the theoretical framework, 

both of which contribute to the context of our research question. The theoretical framework will 

include previous studies as well as essential notes regarding the Multidimensional Poverty Index. 

Moreover, we will introduce the methodological framework for the concentration curves and the 

logistic regressions as well as the data we will use. The result section will be divided into three main 

parts; concentration curves, logistic regressions and internal and external validity. The main results are 

                                                
1 Official Development Assistance as defined by the OECD Development Assistance Committee. Used 
synonymously with aid/development cooperation in this thesis. 
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that Sweden’s relatively modest poverty focus is better explained by a multidimensional poverty 

measure than a measure of monetary poverty and that Sida’s policy objectives correspond well to the 

results presented. This leads up to a discussion and some concluding remarks, as well as 

recommendations for future research.  

2. Background             
 

In 1968, the Swedish Parliament decided that 1% of Swedish Gross National Income should be 

devoted to development cooperation annually, a framework that has been followed ever since (Anell 

2017). In 2016, the total 1% commitment amounted to 43 billion SEK (4.9 billion USD). As the 

framework also includes multilateral aid, membership fees to international organizations and refugee 

costs, roughly 18 billion SEK (2 billion USD) was left for bilateral aid allocated through SIDA2 

(Lindgren Garcia & Pettersson 2016). 

 

The main goal of Swedish development cooperation is to create pre-conditions that in turn will benefit 

poor and oppressed people’s living standards. The Swedish methods for combating global poverty are 

many, and include, for example, women’s empowerment and environmental sustainability (The 

Government of Sweden 2016). The main agenda of Swedish development cooperation, however, is to 

support people that suffer from poverty and oppression, with poverty alleviation usually motivated as 

an overarching agenda (The Government of Sweden 2002). This leads up to an interesting discussion 

regarding priorities in the selection process of strategy countries: To what degree is poverty the focus 

of bilateral aid, given a relatively fixed budget constraint and a wide range of priorities? 

 

Bilateral aid is, in this thesis, defined as earmarked development assistance conducted or financed by 

Sida in direct relation to a specific region or country. While Sida primarily is the funder of bilateral aid 

projects, the implementation may be conducted by local government agencies, IOs or NGOs (Lindgren 

Garcia & Pettersson 2016). The main focus of this thesis is the 36 strategy countries within Sida’s 

bilateral aid program; politically chosen countries that are subject to a consistent, country-specific 

strategy incorporating Swedish policy objectives (The Government of Sweden 2016, p 44). The 

reasoning is that strategy countries are thoroughly assessed and actively chosen in the political 

process. Thus, studying the selection of strategy countries is a straightforward way to deconstruct the 

operationalization of Swedish policy goals. Furthermore, aid flows in monetary terms are disturbed by 

budget changes or other macroeconomic events in the donor country, whereas choices of cooperation 

                                                
2 The aid budget is roughly 75% of the 1% commitment, leaving 25% for other purposes (Lindgren Garcia and 
Pettersson, 2016). 
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countries are not as affected because of their consistent nature. However, to complement the more 

sophisticated probability model, this thesis will also look at monetary aid flows in the form of 

concentration curves, for a simplistic overview of the actual allocation of programmed aid3. 

 

The 36 strategy countries within Sida’s bilateral aid program are divided into four sub-groups: long-

term development cooperation, conflict/post-conflict cooperation, Eastern Europe reform cooperation 

and human rights/democracy cooperation (Sida 2016c).  

  

Strategy countries within Sida’s bilateral aid program in 2016 

Long-term development: Bangladesh, Bolivia, Burkina Faso, Cambodia, Ethiopia, Kenya, Mali, 

Mozambique, Myanmar, Rwanda, Tanzania, Uganda 

Conflict/post-conflict: Afghanistan, Colombia, Democratic Republic of Congo, Guatemala, Iraq, 

Liberia, Palestine, Somalia, South Sudan 

Eastern Europe reform: Albania, Belarus, Bosnia-Herzegovina, Georgia, Kosovo, Moldova, Serbia, 

Turkey, Ukraine 

Human Rights/democracy: Cuba, Russia, Syria, Zimbabwe4 

 

In 2007, the year of the latest country strategy reform, it was officially stated that countries were partly 

selected on the basis of a set of indicators of deprivation such as income, child mortality and school 

absenteeism. Good governance, the demand for Swedish expertise and democratic progress were also 

noted as influential factors (The Government of Sweden 2007). 

 

For the year of 2016, Sida notes that essential prerequisites of long-term development cooperation 

countries are democratic progress and a Swedish comparative advantage in conducting development 

work. A main priority is to encourage economic development by establishing well-functioning 

institutions and promoting good governance, which in turn is argued to benefit democratic values, 

human rights and gender equality (Sida 2016c). 

 

The second group is directed towards countries in a conflict or post-conflict situation. Naturally, the 

focus with these countries tends to be peacekeeping efforts and humanitarian assistance. Moreover, the 

Swedish government often lack specific poverty reduction policies for these countries, as a result of 

unstable conditions. Development cooperation is, therefore, often carried out together with the 

international community and the civil society. Development cooperation in this category is thus 

                                                
3 Programmed aid is defined as total bilateral distribution minus humanitarian assistance. 
4 Sida does not explicitly present the countries in the fourth category. It is assumed to be all countries not part of 
any other strategy listed in the comprehensive country strategy list. 
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primarily focused on supplying basic resources, rather than long-term development efforts (ibid). 

         

For the group of Eastern European countries, the development focus mainly revolves around 

democratic reform, with the purpose of improving the integration into the European Union. Moreover, 

the cooperation also aims at strengthening democratic institutions and reducing poverty (ibid). 

         

The fourth group is focused on human rights protection and democracy and is relatively small in terms 

of allocation (ibid). 
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3. Theoretical framework and previous studies 

3.1 Measures of poverty 
In the annual World Development Report (World Bank 1990), the measure of “1 Dollar a Day” was 

introduced, later put forward in a paper by Ravallion, Datt, and van de Walle (1991). The aim was to 

quantify extreme monetary poverty in a measure that was easily translated between countries. The 

measure of 1$/day is based on purchasing power parity; a person is deemed extremely poor if they do 

not have the ability to buy a basket of goods equivalent to one US dollar (ibid). It was later adopted as 

a Millennium Development Goal to reduce the prevalence of monetary poverty by half (United 

Nations 2013), and the measure is still today widely used in development economics as a measure of 

extreme poverty and deprivation. It has over time been updated to 1.25$ in 2005 and 1.9$ in 2015 

(World Bank 2015a). 

      

Critics of the monetary poverty headcount ratio are either focused on how the surveys are undertaken 

or that the measure’s narrow scope is inadequate to report the condition of extreme poverty. Deaton’s 

(2001) main critique is the conversion to PPP and the discrepancy between survey data and national 

data, resulting in a skewed picture of the relationship between macroeconomic development and 

poverty. The items used in the calculation of purchasing power parity, Deaton (2003, p 361) argues, do 

not always reflect the purchasing habits and needs of people in extreme poverty. Furthermore, he 

argues that the measure has shifted away from its initial focus on tying the budget to a food basket 

equivalent to a minimum level of nutrition. To correct these problems, Deaton proposes a measure 

based on national poverty lines and a higher reliance on self-reported deprivation lines, also further 

discussed by Pradhan and Ravallion (2000). He is also a proponent of including other dimensions of 

poverty such as health, noting its causal effect on chronic poverty (Deaton 2001). 

 

In 1976, Amartya Sen criticized the monetary poverty measure as it did not take into account 

inequality amongst the poor, and defined two new axioms not fulfilled in the headcount ratio measure: 

the Monotonicity axiom, that poverty must increase if a poor person's income is reduced, and the 

Transfer axiom, that poverty must rise if a poor person transfers money to a relatively richer person 

(Sen 1976). These criteria are somewhat considered in measures including intensity, the average level 

of deprivation given that one is poor, such as the Multidimensional Poverty Index. 
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3.1.2 Multidimensional Poverty Index 
The criticism of the unidimensional headcount ratio has given birth to alternative measures of poverty. 

The Human Development Index was introduced in the 1990s to also account for educational 

attainment and health (UNDP 1990). In 2010, the Multidimensional Poverty Index was introduced and 

includes ten indicators within three dimensions and a measurement of the intensity of poverty given 

that one is defined as poor. If one is deprived in 30 percent or more of the selected indicators, one is 

considered to be multidimensionally poor (OPHI 2010). The intensity of poverty is defined as the 

“proportion of the weighted component indicators in which, on average, poor people are deprived” 

(UNDP 2016). The measure mirrors the axiomatic arguments of Sen in that it includes incidence as 

well as intensity, and therefore inequality amongst the poor (Alkire & Foster 2011).  

 

Table 1: Indicators of the Multidimensional Poverty Index 

Dimension Indicator Description Weight 

Health Child mortality Any child has died in the household within the last five 

years 

1/6 

Health Nutrition Any adult or child for whom there is nutritional 

information is malnourished 

1/6 

Education Years of 

schooling 

No household member aged 10 or older has completed 

five years of schooling 

1/6 

Education Child school 

attendance 

Any school-aged child is not attending school up to the 

age at which they would complete class 8 

1/6 

Living standards Electricity The household has no electricity 1/18 

Living standards Improved 

sanitation 

The household’s sanitation facility is not improved5 or it 

is improved but shared with other households 

1/18 

Living standards Safe drinking 

water 

The household does not have access to safe drinking 

water6 or safe drinking water is a 30-minute walk or more 

from home, roundtrip 

1/18 

Living standards Flooring The household has a dirt, sand or dung floor 1/18 

Living standards Cooking fuel The household cooks with dung, wood or charcoal 1/18 

Living standard Assets The household does not own more than one radio, TV, 

telephone, bike, motorbike or refrigerator and does not 

own a car or truck 

1/18 

Source: OPHI 2015 

 

                                                
5 According to the Millennium Development Goals. 
6 ibid. 
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If one is deprived in at least 30% of the weighted indicators, one’s household is considered 

multidimensionally poor. A country’s MPI is calculated as (UNDP 2016, p 8-9): 

 

𝐻	𝑥	𝐴 = 	𝑀𝑃𝐼                                                                                                                          (1) 

 

Where H (the incidence of poverty) is the number of multidimensionally poor people (q) times size of 

the population (n): 

 

𝑞	𝑥	𝑛	 = 	𝐻                                                                                                                               (2) 

 

A (the intensity) is calculated as: 

 
+,-./0123045	674/-6	48	.44/	94:6-94;,6

5:<=-/	48	.44/	.-4.;-
                                                                               (3) 

  

The main arguments for a multidimensional measure of poverty such as the MPI can be narrowed 

down to three points. First, the multidimensional measure is simply believed to capture poverty in a 

more realistic way. For example, countries can experience an increase in income levels but still be 

dealing with severe health issues, which makes a simple monetary measure limited in capturing the 

country’s level of development and poverty (OPHI 2017). A graphical demonstration of the 

discrepancy between MPI and monetary poverty headcount ratio is presented in the appendix. 

     

Another point is that poor people often describe their poverty as multidimensional; bad health, 

malnutrition, lack of electricity or water and low education, for example, are not only contributing to 

their poverty but are in fact part of it. Moreover, the advocates of a multidimensional measure often 

put forward its ability to foster more well-directed policies, because of its nuanced, sophisticated 

nature (ibid). 

 

On the other hand, Ravallion (2011) is a main critic of the measure. He argues against the purpose of 

an aggregated index and that the selection of indicators is not optimal or weighted properly. Instead, 

he suggests a disaggregated multidimensional approach, so that the weighting of indicators can be 

adjusted based on local needs and expertise. Furthermore, he notes that most income poverty measures 

are multidimensional in nature as, in the case of monetary poverty, it mirrors the market prices of a 

myriad of items (and attempts to account for non-market items).  
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3.2 Aid allocation 
In the late 1990s, studies by Isham and Kaufmann (1999) and Burnside and Dollar (2000) concluded 

that aid is most effective if the recipient has a sound policy environment. Burnside and Dollar (2000) 

especially influenced the aid effectiveness literature as well as policy makers (Easterly 2003). This 

idea also shaped the debate and conclusions of the United Nations organized Monterrey Consensus in 

2002 (Dollar & Levine 2006). The findings were, however, disputed by Easterly, Roodman and 

Levine (2003), claiming that the results were not statistically robust.  

     

Following the influential framework of Burnside and Dollar (2000), Collier and Dollar (2002) 

proposed an aid allocation model concluding that if holding poverty constant, the effectiveness of aid 

should increase with better institutions and vice versa. Given altruistic and poverty-focused donors, 

donors should allocate so that the marginal cost of raising one more person out of poverty is equal in 

all receiving countries. Collier and Dollar do however assume that poverty only can be reduced 

through GDP growth from general budget support. Nonetheless, an empirical study by Dietrich (2013) 

found that donors change tactic when giving ODA to poorly governed countries, as they tend to focus 

more on NGOs rather than general budget support, implying a more nuanced framework for 

conducting development work. Furthermore, as found by Alesina and Weder (1999) and Svensson 

(2000), donors do not allocate systematically less to corrupt countries. Hence, allocating to recipient 

countries with low institutional quality can be either a lack of technocratic efficiency or a change of 

tactics. 

       

A central conclusion within the aid allocation literature is the role of self-interest and strategic 

considerations. As shown by Alesina and Dollar (2000), colonial past, trade partners and political 

allies are as important as altruistic motives overall, although the Nordic countries widely are perceived 

as altruistic. A similar conclusion was made by Schraeder, Hook, and Taylor (1998), although Sweden 

was found to have a more strategic allocation pattern. Sweden had in the 1980s a tendency to support 

likeminded, “progressive and social-oriented regimes”, such as Tanzania, Uganda and Zambia (ibid, p 

315). Furthermore, a positive link was found between trade and aid levels. The positive relationship 

with trade is also discussed in a modern paper by Younas (2008), who found a positive link between 

the aid distributed by OECD donors and the recipient countries’ levels of import of capital goods. 

This, Younas concludes, implies a strategic pattern, as capital goods typically are provided by OECD 

countries. Moreover, Pettersson and Johansson (2011) found that aid relations benefit trade between 

the donor and the recipient in both directions, implying that aid is not necessarily tied to donor exports 

as suggested in the traditional literature. Their main explanation is that, even if aid is tied in an implicit 

or explicit manner, the main driver for intensified bilateral trade relations is a “reduced cost of 

distance” due to increased customer and market knowledge. Hence, aid can be used not only to 
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support the donor’s export sectors but also to strengthen bilateral trade relations overall. 

 

In some contexts, Sweden is considered a highly proficient donor when it comes to poverty focus and 

efficiency. The Center for Global Development presents an annual ranking of donor performance. 

Their index takes into account the conditionality of aid, poverty focus, the institutional quality of the 

recipients as well as proliferation in aid activities (Roodman 2012). Sweden, although being a small 

donor in terms of quantity, is considered one of the most “development-friendly” donors within this 

framework (Barder & Käppeli 2017). 

 

In 2007, the Swedish government decided to reform its bilateral aid program in order to concentrate its 

development efforts on fewer countries (The Government of Sweden 2007). The reform was 

influenced by feedback from the OECD Development Assistance Committee (DAC) and conclusions 

from The Paris Declaration; a set of principles developed at an OECD organized forum on aid 

efficiency in Paris in 2005 (Kron 2011). This reform was studied by Kron (ibid), who used a logistic 

regression to analyze the odds of Sweden giving aid to a developing country after the reform, 

depending on its performance in a variety of indicators put forward by the Swedish government to be 

important. Kron concludes that the selection process, while influenced by factors such as democratic 

progress and level of human development, mainly can be explained by the political parties in 

government at the time, and the countries their party affiliated development organizations were active 

in.  

 

In a recent paper developed for the Swedish Expert Group for Aid Studies, Baulch (2014) looked at 

the poverty focus of Swedish ODA, compared to that of Denmark, the United Kingdom, the United 

States and the total for all countries part of the OECD DAC. With concentration curves and an index 

measuring progressiveness, Baulch concluded that Sweden, while more progressive and poverty-

focused than the United States and the DAC total, directs more resources to relatively richer countries 

than Denmark and the United Kingdom. Swedish aid, he finds, is therefore not as needs-based when 

looking at monetary poverty, child mortality and school absenteeism. Possibly, he suggests, it is a 

result of Sweden’s thematic focus on issues such as democracy and human rights, opening up for 

further research on a more detailed level. 

          

To sum up, it seems as if Sweden generally is seen as a needs-based donor. However, strategic factors 

appear to have been present in the allocation process, such as ideological similarities and established 

relations. The results regarding Sweden’s priorities and performance as a donor differ depending on 

framework and contexts, which opens up for a nuanced approach to our research question. 
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4. Methodological framework 

4.1 The logistic regression model 
The econometric method used in this thesis is a logistic regression model. This methodological 

approach will provide us with odds ratios, hence an accessible interpretation of the changes in odds of 

becoming a country strategy due to changes in poverty level, holding all other variables constant. 

     

This thesis studies the selection process of Swedish strategy countries. Therefore, it makes sense for 

the dependent variable to be binary; 1 if the country has a country strategy, and 0 if it does not. 

 

       Pr(Y=1|X)                                                                                                                              (4) 

 

This expression measures the probability of having a country strategy in the year of 2016, given the X-

indicators for each country.  

    

However, a linear probability model (binary OLS model) is believed to not fully satisfy the purpose of 

this thesis due to its linearity in terms of marginal effects. For instance, the effect of poverty on the 

probability of being chosen within Sida’s bilateral aid program cannot be assumed to be linear. The 

effect on the probability is presumably greater with lower levels of poverty than with higher levels. 

Moreover, a linear probability model will, due to its linear fashion, produce probabilities that are over 

1 and below 0, even though probabilities logically cannot take on such values. A non-linear model 

with a binary dependent variable, such as a logistic regression, forces estimates to take on values 

between 0 and 1 and the predicted values produced are therefore more accurate and fairly estimated 

(Stock & Watson 2015, p 437). Hence, a nonlinear, logistic model is more relevant for this thesis. The 

coefficients in a logistic regression are estimated by the maximum likelihood estimator (MLE), which 

tries to maximize the likelihood function. The likelihood function is “the joint probability distribution 

of the data, treated as a function of the unknown coefficients” (ibid, p 446). This leads up to the 

interpretation that the maximum likelihood estimator will provide us with values that are “most likely” 

to produce the data that is observed (ibid). 

 

A logistic regression will provide us with odds ratios for each variable, which is the odds of an 

outcome divided by the odds of the opposite outcome, everything else held constant. Its S-shaped 

cumulative distribution function allows for nonlinearity in our independent variables. The 

mathematical derivation of the distribution is displayed in Equation 5. 
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              𝑓(𝑧) = -B

-BC1	
= 1

1C-DB
                                                                                         (5) 

 

Z equals: 

 

            𝑍 = 𝛼 + 𝛽1𝑋1 + 𝛽2𝑋2+. . . +𝛽K𝑋K + 𝜀                                                              (6) 

 

By combining Equation 4 and 6, we can write Equation 4 as: 

 

            𝐿1 = 𝑙𝑛( OP
1QOR

) = 𝛽1 + 𝛽2𝑋0 + 𝑢0                                                                       (7) 

 

𝐿0 is the logit, which equals the logarithm of the change in odds. 𝑃0 is the probability of outcome 1 and 

(1-𝑃0) is the probability of outcome 2. If 𝑃0 goes from 0 to 1, the logit (𝐿0) goes from -∞ to +∞. 𝛽1 is 

the log-odds if X equals 0, and 𝛽2 is the change in logit when X increases by one unit. By 

exponentiating the logit estimates, one can interpret the results as odds ratios (hence, the odds of an 

outcome divided by the opposite outcome). In this thesis, we will present our results in the form of 

odds ratios and therefore interpret them as increases or decreases in odds. An odds ratio larger than 1 

suggests that the odds increase, whereas odds ratios smaller than 1 mean that the odds decrease. For 

instance, if the odds ratio for an independent variable X is 1.5, then the odds increase by 50 percent 

when X increases by one unit. One could also interpret the same result by saying that the odds increase 

1.5 times. On the other hand, if the odds ratio is 0.5, the odds decrease by 50 percent when X increases 

by one unit, everything else held constant (Bjerling & Ohlsson 2010; Kron 2011, p 9-10; Mäkelä & 

Altersved 2012, p 18). 

4.2 The baseline specification 
The dependent variable (Y) equals 1 if a country is a strategy country within Sida’s bilateral aid 

program. The main independent variable of interest (X) is a country’s level of multidimensional 

poverty (measured by the Multidimensional Poverty Index). The baseline specification includes 

control variables for institutional quality, domestic disorder and violence, consistency, economic ties, 

political ties and geographical closeness. This specification is based on the hypothesis that Sweden is a 

poverty-focused donor attentive to multidimensional needs, but that other factors also have an 

influence on the selection of countries. 

 

The first segment will focus on institutional quality, governance and ability to manage aid funds. 

Following the utilitarian approach of Collier and Dollar (2002), the normative framework used is that 
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aid ought to be focused on the poorest countries, holding constant their preconditions for aid 

efficiency. Therefore, we will begin by including two control variables for the recipient’s institutional 

and technocratic preconditions; the Freedom Index and a political and societal violence scale. These 

measures are considered to be appropriate control variables for institutional quality and, therefore, 

efficient technocratic allocation following this framework. 

 

The Freedom Index captures different dimensions of governance, democracy and institutional quality, 

which makes it an appropriate control variable for the country’s ability to manage aid funds following 

the Collier and Dollar framework. Compared to other established measures of institutional quality and 

democracy, the index covers all countries used in this thesis. It is therefore believed to reduce the risk 

of a biased sample, in comparison to other widely used indexes such as the World Bank’s index of 

institutional quality, CPIA, with more limited data. It is believed that a higher Freedom Index score 

will have a positive effect on the probability of being selected, all else equal. Mainly as it is an explicit 

motivation to select countries experiencing democratic progress, but also because well-governed 

countries are generally believed to better facilitate aid in an efficient manner following the framework 

of Collier & Dollar (2002). Additionally, the relationship between democracy and Swedish bilateral 

aid is supported by evidence from Kron (2011). 

 

The political and societal violence scale is included as a control variable for disorder and violence in 

the country, since one of Sida’s explicit priorities is conflict resolution and post-conflict 

reconstruction. As institutional quality is controlled for using the Freedom Index, it is believed that the 

political and societal violence scale has a positive effect on the probability of being chosen. Moreover, 

a country that suffers from political and societal violence is believed to be poorer than countries 

without such violence. Hence, omitting a measure of conflict is believed to lead to a biased estimation 

for multidimensional poverty. 

 

The second part of the base specification is highly influenced by relevant literature as well as Swedish 

aid policy and considers factors that might lead to a strategic and political choice of strategy countries. 

In Sida’s policy documents, it is argued that the selection of development cooperation countries should 

be influenced by Sweden’s degree of comparative advantage in terms of development work.  Thus, 

established relations by different means should have a positive effect on the probability of being 

selected, all else equal. In this section, we will include a measure of Swedish exports, number of years 

with Swedish aid, a political dummy for whether or not a Swedish party-affiliated development 

organization is operating in the country and a geographical dummy for Eastern Europe. The measures 

are also believed to control for strategic interests, as Sweden may donate to relatively richer countries 

for political or economic purposes such as trade relations or geopolitical objectives. 
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The geographical binary variable for Eastern Europe is included because of Sida’s focus on reform 

cooperation in Eastern Europe (Sida 2016c). Eastern European countries are among the richest 

recipients of Swedish aid, which makes it correlated with MPI while being a determinant in the 

country selection process. This variable can also be interpreted as a control variable for geopolitical 

objectives, as Sida’s explicit objective with this region is integration with the European Union (ibid). 

 

The selection of these variables is supported by results from Kron (2011), Schraeder, Hook, and 

Taylor (1998) and Younas (2008). Kron (2011) finds that political ties highly influenced the choice of 

Swedish strategy countries. Schraeder, Hook, and Taylor (1998) concluded that trade and political 

similarities were important in the selection process of Swedish cooperation countries, and Younas 

(2008) puts forward donors’ trade interests as a potential driver of aid. 

 

To be able to nuance the poverty focus, we will replicate the baseline specification7 with the 118 long-

term strategy countries as dependent variable. We consider this category to be the most explicitly 

poverty-focused out of the four categories; in comparison to the other categories with more specific 

purposes and objectives, these countries seem to be chosen because of their need for long-term 

economic development and their preconditions to do so (Sida 2016c). Hence, they are assumed to be 

the most aligned with the main goal of Swedish development cooperation and the poverty focus is 

therefore believed to be stronger. By replicating the model with these 11 countries, we will hopefully 

achieve a comprehensive answer to our first research question: How poverty-focused is Swedish 

bilateral aid? 

4.3 Comparison between multidimensional and monetary measures of poverty 
To further investigate the poverty focus of Swedish bilateral aid, we will research if a 

multidimensional or a monetary measure of poverty can explain Sida’s choices of strategy countries 

better. To be able to perform a fair and straight-forward comparison, we will use the multidimensional 

headcount ratio (measured as the percentage of the population that are multidimensional poor, 

intensity excluded) and compare it to the monetary headcount ratio (measured as the percentage of the 

population that live under 1.9$/day). To achieve a comparison as comprehensive as possible, we will 

replicate this comparison on the long-term development strategy countries. 

                                                
7 With the exception of the binary Eastern Europe variable, since the long-term category does not include any 
countries from this region. Hence, it is assumed that the model does not suffer from regional bias. 
8 The category initially includes 12 countries, but there is no available data for Myanmar. 
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4.4 Concentration curves 
The result section will begin by displaying concentration curves with the cumulative share of 

multidimensional or monetary poverty (% of poor people) within the used sample, and the cumulative 

disbursements of programmed ODA for Sweden, Denmark and DAC. The concentration curves will 

include programmed aid, which is equivalent to total bilateral distribution minus humanitarian aid. We 

want to focus solely on aid that is directly related to poverty reduction, and since bilateral aid is more 

under the control of the donor’s government than multilateral (Werker 2012, p 3), it can be assumed to 

be more aligned with policy objectives and part of the political process. Humanitarian aid is not 

predictable and consistent in the same way as regular aid; it is governed by public international law 

and orders from the international community rather than by domestic politics and long-term goals in 

the donor countries (Sida 2017b; The Government of Sweden 2016, p 42).  
 

Denmark is chosen for its similarities to Sweden regarding aid policy (Baulch 2014; Danida 2016), 

which allows for a fair comparison between two poverty-focused donors. DAC, on the other hand, is 

included as a benchmark; this allows for an analysis on how Sweden performs in relation to all OECD 

countries in total. The 45-degree line indicates aid allocation in relation to a given country’s incidence 

of multidimensional poverty. Much like a Lorenz curve, all distributions start at (0%, 0%) and end at 

(100%, 100%). By comparing the concentration curves to the 45-degree line, we can get a simplistic 

depiction of Swedish aid flows in terms of poverty focus.   

 

Following the likes of Baulch (2014), a donor’s aid is progressive (disproportionately allocated 

towards poorer countries) if the aid allocation line is steep and above the 45-degree line within the 

lowest income categories and then flattens out when income rises. On the other hand, it can be 

considered regressive if the aid allocation line is flat for the poorest countries and then steep for the 

richest countries. 

 

Due to lack of data for monetary poverty, the two graphs with concentration curves are not completely 

comparable. Since the point of concentration curves is to depict a simplistic picture of aid flows 

overall, we want to maximize each sample’s capacity to the cost of total comparability. A 

concentration curve for multidimensional poverty using the smaller sample is included in the appendix 

for further comparison. 
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5. Data 
 
Table 2: Descriptive statistics, binary variables 

 Observations Yes No 

Swedish Country Strategy 102 28% 72% 

Swedish Party-Affiliated Organization in Country 102 48% 52% 

Eastern Europe 102 11% 89% 

 
Table 3: Descriptive statistics, continuous variables 
  

 Observations Mean Std dev. Min Max 

Multidimensional Poverty Index 102 1.65 1.73 0.0008 6.046 

Political and Societal Violence Scale 102 6.32 1.98 2 10 

Freedom Index 102 48.14 24.24 2 98 

Years receiving Swedish ODA 102 29.61 13.68 0 57 

% of total Swedish Exports 102 0.13 0.45 0 4.2 

Multidimensional Poverty Headcount Ratio (%) 102 31.18 29.37 0.023 91.093 

Headcount Ratio <1.9D/Day PPP (%) 86 24.42 24.08 0 77.84 
  

Programmed Swedish ODA in million USD 102 7.68 15.6 0 83.45 

Programmed Danish ODA in USD                                    
  

102 
  

5.21 12.14 0 52.41 

Programmed Total DAC ODA in million USD 102 381 370.5 0 3290 

Gross National Income/Capita in USD 102 3422 3379 260 18600 
  

	

Table 4: Top receivers of Swedish bilateral aid 

Rank Country ODA in MSEK MPI GNI/Capita 

1 Tanzania 741,9 0,332 910 

2 Afghanistan 690 0,353 630 

3 Mozambique 566,1 0,389 580 

4 Palestine 369 0,004 3090 

5 Zambia 353 0,281 1500 
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Initially, we have multidimensional poverty data for 104 developing countries. Out of the 36 countries 

Sweden has country strategies for, there is accurate data on multidimensional poverty for 29 countries 

(not Cuba, Guatemala, Kosovo, Myanmar, Russia, Syria and Turkey). Thus, the dataset includes 75 

countries not in the bilateral aid program. 

 

Syria is an unusual case since it started out as humanitarian assistance but has developed into a 

strategy country within Sida’s bilateral aid program. The surveys on multidimensional poverty were 

made in 2009, before the civil war, thus making the data unrepresentative of the current situation. 

Syria will, therefore, be excluded from this thesis entirely. Moreover, we do not have access to 

accurate data on Uzbekistan and will, therefore, remove the country from the dataset. After excluding 

Syria and Uzbekistan, 102 countries will make up the sample for studies on multidimensional poverty.  

 

The MPI data is gathered from OPHI’s Winter 2016 report, but the data is based on surveys from 

different years. The potential problem regarding this is discussed in the internal validity section later 

on. The Multidimensional Poverty Index is initially measured between 0 and 1 (0 is no poor people at 

all, whereas 1 equals 100% incidence and 100% intensity), but in this thesis, it is defined as a measure 

between 0 and 10 (MPI multiplied by 10). The reason for this is simply to achieve interpretable results, 

given the nonlinearity of the regression. A one unit change in MPI when MPI in a scale from 0-1 will 

never occur, while a one unit change in MPI on a scale between 0-10 is a more reasonable scenario.  

 

The data for 1.9$/day (PPP) is also collected from OPHI’s MPI resources (2016), but the measure is 

not developed for as many countries as MPI. For monetary poverty, the sample size will, therefore, 

drop from 102 to 86. This will be taken into account when performing comparisons between the two 

measures. 

 

The Freedom Index is the “Freedom in the world” index from Freedom House and contains data for 

every country in our dataset for 2016 (Freedom House 2016). It evaluates “the electoral process, 

political pluralism and participation, the functioning of the government, freedom of expression and of 

belief, associational and organizational rights, the rule of law, and personal autonomy and individual 

rights” (Freedom House 2017). The measure is on a scale from 0-100, where 0 is the lowest level of 

freedom and vice versa. 

 

The variable for political and societal violence comes from Political Terror Scale and consists of data 

for all countries in our dataset for 2015 (Gibney et al, 2016). It can be divided into two parts: the 

political terror scale and the societal violence scale. The first one (PTS) “measures levels of political 

violence and terror that a country experiences in a particular year based on a 5-level “terror scale”” 



21 

(Political Terror Scale 2017). The societal violence scale (SVS) measures “non-state violence based on 

the accounts contained in the annual U.S. State Department reports” (Cornett 2015). These two 

measures aggregated make up the political and societal violence scale in our regression (maximum 10, 

minimum 2).         

        

The trade variable is measured as Swedish exports to the country, as a percentage of total Swedish 

exports. The data source is The Observatory of Economic Complexity (Simoes & Hidalgo 2011) and 

contains trade data for 2015. The political binary variable is based on the SIDA-funded PAO system, 

which supports democracy in developing countries through Swedish party-affiliated organizations 

(Ministry for Foreign Affairs 2015). The data is based on seven party-affiliated development 

organizations9 in Sweden and which countries they put forward as their cooperation countries on their 

websites and through personal communication in April 2017, assumed to be the same in 201610 (CIS 

2017; Green Forum 2016; Jarl Hjalmarson Stiftelsen; KIC 2017; Olof Palme International Center 

2016; VIF 2017). Only countries where Swedish party-affiliated development organizations are 

actively engaged are included; regional programs are therefore ignored.  

     

The variable for number of years with Swedish aid is based on OECD data (2017a) from 1960 to 2015, 

and all years with a recorded transfer of funds are included, regardless of size. The geographical 

binary variable for Eastern Europe is equal to 1 for Albania, Armenia, Azerbaijan, Belarus, Bosnia and 

Herzegovina, Georgia, Macedonia, Moldova, Montenegro, Serbia and Ukraine. 

 

The concentration curves will include programmed aid for Sweden, Denmark and DAC (Sida 2017a; 

Danida 2017; OECD 2017b). The DAC data for programmed aid is only available for 2015, whereas 

the Swedish and Danish data is for 2016. It is assumed that programmed aid is consistent enough not 

to have a significant impact on the conclusions drawn. 

 

To allow for an appropriate interpretation of the concentration curves, headcount ratios of 

multidimensional and monetary poverty will be used in the figures. Hence, the intensity dimension of 

the multidimensional poverty will not be included. However, this will be compensated for by using the 

aggregated index in the first set of regressions. 

 

                                                
9 These are Vänsterns Internationella Forum (V), Olof Palme International Center (S), Green Forum (MP), Centerpartiets 
Internationella Stiftelse (C), Swedish International Liberal Center (L), Jarl Hjalmarson Stiftelsen (M) and Kristdemokratiskt 
Internationellt Center (KD). Hepatica (SD) is not part of the official PAO system yet and no information about cooperation 
countries is available. 
10 Personal communication: Kastenholm, H. Representing Swedish International Liberal Center, SILC. (2017-04-18). Fråga 
om PAO till uppsats. E-mail. 
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6. Results 

6.1 Distribution of Official Development Assistance 
Figure 1: Cumulative distribution of Swedish, Danish and total DAC Official Development Assistance 

(programmed) to 102 developing countries sorted after GNI/Capita, plotted against the cumulative 

distribution of multidimensionally poor people. 

 

Table 5: Multidimensional poverty headcount ratio 

 

Category 

Swedish 

ODA 

Danish 

ODA 

Total DAC 

ODA 

% of World’s 

Poor 

Low income 58% 59% 40% 26% 

Lower middle income 31% 37% 43% 67% 

Upper middle income 11% 4% 17% 7% 
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Figure 2: Cumulative distribution of Swedish, Danish, and total DAC Official Development Assistance 

(programmed) to 86 developing countries, sorted after GNI/Capita, plotted against the cumulative 

distribution of monetary poor people (living under 1.9$/day). 

 

 

Table 6: Extreme monetary poverty (headcount ratio) 

 

Category 

Swedish 

ODA 

Danish 

ODA 

Total DAC 

ODA 

% of World’s 

Poor 

Low income 51% 55% 36% 32% 

Lower middle income 37% 41% 49% 62% 

Upper middle income 12% 4% 15% 6% 

 

Figure 1 shows the distribution of Swedish (yellow line), Danish (grey line) and the DAC countries’ 

(orange line) programmed ODA in proportion to multidimensional poverty. Figure 2 uses the same 

distribution of ODA but instead looks at cumulative monetary poverty, defined as people living below 

1.9$/day (PPP). The two vertical lines divide the data into three income groups, sorted after 

GNI/Capita: low, lower middle and upper middle income countries.  
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In terms of multidimensional poverty, all donors appear to allocate above the 45% line for low income 

countries, indicating a modestly progressive aid allocation in relation to the incidence of poverty. 

Sweden appears most directed to this category, especially up to the 10th percentile of the world's 

multidimensional poor. This category includes Swedish strategy countries such as Somalia, Liberia 

and the Democratic Republic of Congo. In comparison, no donor seems to allocate progressively when 

defining poverty solely as a monetary measure, as shown in Figure 2. Possibly, this discrepancy can be 

explained by the monetary measure’s relatively higher incidence in the poorest countries, compared to 

the incidence of multidimensional poverty, which is more present within the lower middle income 

countries. 

 

Aid from all donors appears most directed to countries in the 15-40% percentiles. Many strategy 

countries and so-called “aid darlings” are part of this category, such as Mozambique, Rwanda, 

Afghanistan, Tanzania and Cambodia. 

 

For lower middle income countries, Denmark’s line is the steepest of the three donors’. Swedish aid is 

more highly targeted to this category than the DAC total, both in terms of multidimensional and 

monetary poverty. A central conclusion is the relative underestimation of highly populated countries 

such as India, Bangladesh, Nigeria and Pakistan; a main explanation for this category inhabiting the 

majority of the world’s poor. For example, India is not a strategy country and receives little ODA from 

Sweden and Denmark, yet houses 45% of the world’s multidimensionally poor. In terms of monetary 

poverty, India is perceived more favorably, at 32% of the dataset’s monetary poor. India also receives 

a relatively higher share of DAC’s total ODA. 

 

In comparison to Denmark, Sweden allocates a considerable amount of aid to relatively rich countries. 

Sweden allocates roughly 20% of its programmed ODA to the richest 10% of the sample’s developing 

countries, largely explained by its many strategy countries within this category such as Bolivia, 

Colombia and Palestine. Several countries part of the Eastern European cooperation, such as Albania, 

Moldova and Georgia, also receive some of the datasets highest ODA/Capita, yet have relatively low 

levels of poverty. When looking at the category of upper middle-income countries, it contains 7% of 

the world’s multidimensionally poor and 6% of the monetary poor. Sweden and the DAC total allocate 

11% and 17% respectively, in relation to Denmark's 4%, using the full sample of 102 countries. 
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6.2 Logistic regression - Assessing poverty focus 
Table 7: Logistic regression - general assessment 

 (1) (2) (3) (4) (5) 

 Strategy 

countries 

Strategy 

countries 

Strategy 

countries 

Strategy 

countries 

Long-term 

countries 

Multidimensional Poverty 

Index 

1.31** 1.19 1.44* 1.09        1.801** 

 (2.06) (1.31) (1.73) (0.49)           (2.65) 

Freedom Index  0.997 0.984 0.979 1.01 

  (-0.38) (-0.83) (-1.35) (0.31) 

Political and Societal Violence 

Scale 

 1.308** 1.856** 1.397 0.853 

  (2.03) (2.33) (1.71) (-0.44) 

Years receiving Swedish ODA   1.110** 1.049*     1.163*** 

   (2.81) (1.78) (3.78) 

% of Total Swedish Exports   0.001** 0.002** 0.007 

   (-2.82) (-2.28) (-1.52) 

Party-affiliated Org. in Country   10.064** 11.044*** 4.710* 

   (2.90) (3.98) (1.66) 

Eastern Europe   88.819***   

   (3.30)   

N 102 102 102         102 102 

Pseudo 𝑹𝟐	 0.0376 0.0800 0.4354      0.2902 0.3968 

Akaike Information Criterion 121.2104 120.042 84.76208     100.4369 58.57168 

Exponentiated coefficients; z statistics in parentheses. Regression performed with robust standard errors. 
* p < 0.1, ** p < 0.05, *** p < 0.01 

 

In this section, we assess the multidimensional poverty focus of Swedish ODA through a logistic 

regression. The dependent variable is in regression 1-4 all Swedish bilateral strategy countries and in 

regression 5 the 11 countries with a specific focus on long-term development cooperation. The main 

variable of interest is the Multidimensional Poverty Index.  

 

When performing a simple regression without control variables, as presented in regression 1, 

multidimensional poverty is significant at the 5% level; the odds of being one of the Swedish strategy 

countries increase by 31% if the MPI index score increases by the equivalent of 0.1 units in the 

original scale.  
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By controlling for institutional quality as done in regression 2, the significant relationship between 

MPI and Swedish strategy countries disappears. The estimate for political terror and societal violence 

is positive and significant at the 5% level, indicating that worse conditions in terms of state and non-

state violence are associated with increased odds of having a Swedish country strategy.  

 

In the third regression, a second set of control variables is included, looking at comparative advantage 

and strategic interests. MPI is significant at the 10% level and has an odds ratio of 1.44; an increase in 

MPI by 0.1 units (in the original scale) increases the odds of having a country strategy by 44%. The 

variable measuring political and societal violence is significant at the 5% level and a one unit increase, 

on a scale from 1-10, is associated with increased odds of 85.6%. There is no statistically significant 

relationship between a country's degree of freedom, as measured by the Freedom Index, and being 

selected as a strategy country within Sida’s bilateral aid program. The variable for number of years 

with active aid relations with Sweden is significant at the 5% level; a one year's increase is associated 

with increased odds of 11%, indicating consistency. 

 

A negative relationship is observed between trade relationships and the selection of country strategies; 

a one unit increase in the percentage of Swedish exports results in reduced odds by 99%. This 

remarkably strong relationship needs to be examined further. Potentially, the relationship could be 

driven by China, a country with very strong trade ties and no country strategy (a similar conclusion 

was made by Kron 2011). Moreover, it is possible that this variable is suffering from bias. Several 

sensitivity checks on both matters to ensure robustness are described in detail later on. It is concluded 

that trade ties with Sweden have a negative effect on the odds of being chosen as a strategy country. 

 

The binary variable for party-affiliated organizations operating in country is significant at the 5% 

level. The odds ratio indicates that the odds of having a country strategy increase ten times if a 

Swedish political party conducts development work in the recipient country through the publically 

funded PAO system. 

 

The binary variable for Eastern Europe is significant at the 1% level and has an odds ratio of 88.8; 

Eastern European countries are 89 times more likely to be strategy countries, holding all other 

variables constant. As we observe a strong relationship in both statistical and economic terms, we run 

the same regression (3) but drop the variable for Eastern Europe (regression 4). Doing this makes the 

Multidimensional Poverty Index non-significant, indicating that Eastern European countries are 

important in the relationship between multidimensional poverty and all of Sweden’s bilateral country 

strategies.  
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Regression 5 focuses only on the 11 countries selected by Sida for long-term development 

cooperation, more closely motivated by poverty alleviation. Indeed, the relationship to the 

Multidimensional Poverty Index is stronger, with increased odds at 80% for a one unit increase in MPI 

at the 5% significance level. The party-affiliated organization variable loses significance to the 10% 

level and the odds ratio drops to 4.7. The political and societal violence scale loses significance, while 

the Freedom Index remains insignificant. At the same time, the variable measuring years of aid 

relations becomes stronger while the variable measuring trade relations loses significance altogether. 

Hence, it seems as if poverty and established cooperation are the main drivers behind the choices of 

these 11 countries, whereas the conclusions regarding all strategy countries are less clear and thus, 

subject to further discussion. 
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6.3 Logistic regression - Comparing measures of poverty 
Table 8: Logistic regression - comparison 

 (6) (7) (8) (9) (10) (11) 
 Strategy 

countries 
Strategy 
countries 

Strategy 
countries 

Long-term 
Countries 

Long-term 
Countries 

Long-term 
Countries 

Headcount Ratio MDP 
(%) 
 

1.025*  1.023* 1.044**  1.047** 

 (1.85)  (1.66) (2.92)  (2.84) 

Headcount Ratio 
<1.9$/day PPP (%) 

 1.007   1.020  

  (0.43)   (1.02)  

Freedom Index 0.983 0.981 0.984 1.006 0.983 0.999 

 (-0.86) (-0.93) (-0.81) (0.26) (-0.82) (-0.51) 

Political and Societal 
Violence Scale 

1.831** 1.939** 1.848** 0.820 1.025 0.899 

 (2.29) (2.26) (2.13) (-0.55) (0.08) (-0.30) 

Years receiving 
Swedish ODA 

1.108** 1.096** 1.101** 1.162*** 1.152*** 1.179*** 

 (2.68) (2.40) (2.60) (3.77) (3.85) (4.54) 

% of Total Swedish 
Exports 

0.001** 0.0004* 0.001** 0.0238 0.0070 0.0038 

 (-2.58) (-1.80) (-2.01) (-1.41) (-0.86) (-1.22) 

Party Affiliated Org. 
in Country 

10.645** 6.491** 8.413** 5.366* 5.739 8.748** 

 (2.99) (2.37) (2.65) (1.73) (1.64) (2.00) 

Eastern Europe 100.362*** 45.982** 90.905***    

 (3.29) (3.03) (3.18)    

N 102 86 86 102 86 86 

Pseudo 𝑹𝟐 0.4375      0.3571 0.3827  0.4130     0.3444 0.4388 

Akaike Information 
Criterion 

 
84.49925 

        
83.76309 

 
81.06576 

  
57.37563 

 
59.56834 

 
53.00463 

Exponentiated coefficients; z statistics in parentheses. Regression performed with robust standard errors.  
* p < 0.1, ** p < 0.05, *** p < 0.01 
 

In the next set of regressions, we aim to compare two measures of poverty; multidimensional poverty 

and monetary poverty, in order to analyze the relative importance of each measure in the selection 

process. 

       

Using the full sample size (N=102), there is a relationship at the 10% level among all strategy 

countries and the headcount ratio of multidimensional poverty. A one percentage unit increase in the 

poverty headcount ratio is associated with increased odds of 2.5%. In comparison, we find no 

relationship between the monetary poverty headcount ratio and strategy countries (N=86). However, 

as the monetary poverty measure does not exist for strategy countries such as Afghanistan and Iraq, it 
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could potentially lead to a biased comparison. Another regression is therefore performed looking at the 

multidimensional poverty headcount using the smaller sample size of 86. The multidimensional 

poverty headcount ratio remains significant, although the estimate drops slightly to 2.3%.  

 

The multidimensional focus is mirrored in regression 9-11, when comparing the two measures on the 

11 long-term development cooperation countries. Indeed, multidimensional poverty headcount ratio is 

significant at the 5% level for both sample sizes, with increased odds of 4.4% (N=102) and 4.7% 

(N=86) for a unit’s increase, respectively. Again, no significant relationship is found between 

monetary poverty and the selection of long-term strategy countries.  

6.4 Internal and external validity 
Reflections regarding the possible weaknesses and strengths of our results will now be presented, 

alongside with proper sensitivity checks on questionable matters.  

 

Several assumptions are to be made in a logistic regression. For instance, a logistic regression model is 

not appropriate with very small samples, since the maximum likelihood estimator itself is normally 

distributed in large samples, which allows for accordingly constructed t-values and confidence 

intervals (Stock and Watson 2015, p 442). Due to the inherent problem of few observations when 

analyzing at the country level, we have tried to maximize the sample by using an aggregated index for 

governance, institutional quality, and democracy (the Freedom Index) that covers all countries with 

MPI data. However, because of the sample’s relatively small size, the regression model is sensitive to 

outliers. 

 

In order to analyze the sensitivity of the model, we plot the values predicted by the baseline model 

(table 7, regression 3) against each observation’s Pearson residual, in order to identify countries that 

deviate from the model’s prediction. No systematic deviance from the model is observed. However, 

two observations, Cambodia and Azerbaijan, appear to have relatively high residuals. Cambodia is 

predicted to not have a strategy, yet is part the 11 long-term development cooperation countries. 

Azerbaijan is overestimated by the model, as it does not have a strategy in the year of 2016. As shown 

in regression 1 in the appendix, the model is largely robust when excluding these outliers.  

 

The baseline specification seems to suffer from relatively low robustness. By dropping influential 

observations with high Pregibon leverages (Pregibon 1981) such as South Sudan, Swaziland and 

Ethiopia (see table 2 in the appendix), the estimate for MPI loses economic and statistical significance. 

This weakens the explanatory power of the conclusion that Sweden is overall a poverty-focused donor, 

although possibly reinforcing the poverty focus of these specific countries given their influence on the 
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poverty measure. However, the baseline specification applied on the long-term strategy countries 

seems to hold up when performing sensitivity checks, implying that the strength of the poverty focus 

varies over the different categories.  

 

The trade variable is dropped in regression 7 (appendix), which makes the estimate for MPI slightly 

stronger both economically and statistically. This suggests that this variable is capturing something 

that weakens the relationship between poverty and strategy countries. A potential problem is that 

Sweden’s main trade partners within the sample are relatively bigger, richer countries such as China, 

Mexico, Brazil and India. However, the results are not affected significantly by controlling for 

population or excluding the outlier China. High levels of importing Swedish goods may also be 

correlated with economic development and demand, although it does not seem to be particularly 

correlated with GNI per capita. It is, therefore, concluded that higher levels of trade lower the odds of 

being selected as a Swedish strategy country. 

 

The MPI dataset, while vaster than data on monetary poverty, lacks accurate data for some Swedish 

strategy countries and other developing countries. As a result, we have to scrutinize the potential risk 

of a systematic correlation between the countries not part of the dataset. Some of the countries 

excluded, such as Myanmar, Syria and Turkey, can be considered special cases when it comes to 

political circumstances. Potentially, these countries lack accurate data because of difficulties regarding 

the collection of data. However, other countries in exceptionally troubling states have accurate data, 

such as Somalia, South Sudan, Yemen and Afghanistan, indicating that there does not seem to be a 

general systematic bias due to domestic circumstances. 

 

For the measure of monetary poverty, the data is scarcer. 86 countries are used for the regressions and 

concentration curves using the measure; most troubling is the lack of data for strategy countries such 

as Afghanistan and Iraq. As the loss of sample countries is in danger of having a systematic correlation 

with MPI, it could potentially lead to a less accurate comparison. We have therefore also performed 

the regressions and a concentration curve for multidimensional poverty with the smaller sample size to 

achieve complete comparability. 

 

However, data is available for 102 developing countries from different regions and most of Sweden’s 

actual and potential strategy countries are believed to be included. Because of the extensiveness of the 

surveys leading up to the MPI, country data is collected from different years depending on the country. 

This makes the index capable of overlooking different shocks and crises, such as the case with Syria. 

A similar risk exists in the measure of monetary poverty, 1.9$/day (PPP), as purchasing power parity 

latest was calculated in 2011 (World Bank 2015b). Nonetheless, it is concluded that a comparison still 
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is possible and contributes to the understanding of priorities within development cooperation.  

 

Another possible threat is that the variables for years with Swedish ODA and party-affiliated 

organization may suffer from simultaneous causality. Most likely, countries within the bilateral aid 

program have received aid for more years than those who are not in the program. On the other hand, 

countries with an established cooperation are believed to be more probable of getting into the bilateral 

aid program than those without, due to comparative advantages and established relations. Furthermore, 

a country might be selected if a party-affiliated organization is operating in the country, but it is also 

plausible for the causality to be in the other direction. The causality of these estimates should, 

therefore, be interpreted with caution, even though significant relationships do provide us with 

interesting information. 

 

Due to the focus on Swedish policy objectives and priorities in the year of 2016, our results may not 

necessarily apply to other countries and years, where policy objectives and other donor-specific 

features could be different. However, the model itself could be translated to other donors if the policy 

objectives correspond well to those incorporated in our model. Moreover, it seems as if our results are 

relatively aligned with previous literature on Swedish aid policy, implying that they contribute to a 

larger picture of Sweden’s allocation patterns and priorities in the 21st century.  

7. Discussion and concluding remarks 
 
Following Sweden’s international reputation as a needs-based donor and its policy objective to 

observe poverty as multidimensional, this thesis set out to examine the poverty focus of Swedish 

bilateral aid in the year of 2016 using both multidimensional and monetary measures of poverty. 

Furthermore, policy objectives and empirical evidence regarding the importance of institutional 

quality and country-to-country relations were incorporated and controlled for.  

 

It appears that Sweden largely is a poverty-focused donor, attentive to multidimensional needs and 

therefore in line with its policy objective. Multidimensional poverty seems to have an influence in the 

selection process of strategy countries, especially for those focused on long-term development 

cooperation. In comparison, no such relation is observed in terms of extreme monetary poverty. Given 

Sweden’s reputation as a needs-based donor, our results regarding the relationship between poverty 

and strategy countries can be interpreted as relatively modest, in relation to other policy objectives and 

interests. 
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In the concentration curves assessing Swedish bilateral aid flows, Sweden mostly appears to be a 

progressive donor with a relatively high focus on deprivation and income level. Roughly 75% of 

Swedish ODA is directed to the poorest 40%. A significant portion of Swedish ODA is also allocated 

to relatively richer countries such as Bolivia, Palestine, Iraq and Eastern European countries, which to 

some extent can be explained by thematic strategies such as democratic progress and human rights 

protection. This largely aligns with the results of Baulch (2014), an indication of consistency in aid 

flows and poverty focus. Adding a multidimensional perspective and more complete data speaks in 

favor of the Swedish poverty focus, thus nuancing the literature on Sweden’s allocation patterns and 

donor features. 

 

What is noteworthy is that Sweden allocates below the incidence of poverty to lower middle income 

countries and above for upper middle income countries. The relatively low allocation to lower middle 

income countries is largely explained by highly populated countries such as India, Pakistan and 

Nigeria, overlooked in terms of incidence of poverty. This allocation pattern indicates that objectives 

other than poverty also are important determinants of aid flows to these income categories. 

  

When performing logistic regressions on Sweden’s strategy countries, a small and relatively weak but 

significant relationship is found to multidimensional poverty, implying that poverty may not be the 

main determinant of all strategy countries. No relationship to monetary poverty is observed in any 

regression, indicating that Sweden does not appear poverty-focused if poverty is defined in the 

traditional way. Strong factors appear to be related to comparative advantages, such as years of aid 

relations, geographical closeness and countries supported by party-affiliated organizations (PAO), 

which aligns with the conclusions made by Kron (2011). Compared to Kron, this study does not 

analyze a major reform and causal claims about the underlying decisions are thus harder to make. 

However, as this thesis more thoroughly investigates the underlying premise of all aid, poverty, our 

contribution is a more in-depth understanding of Sweden as a poverty-focused donor. 

 

Sweden has a relatively wide portfolio of policy objectives for its bilateral aid program, ranging from 

European integration to post-conflict reconstruction and human rights protection. Given these policy 

objectives, it is reasonable that poverty is not the only determinant. However, the weak poverty focus 

persists when controlling for other potential policy objectives. Furthermore, unless controlling for 

Eastern European countries, no relationship is found between strategy countries and multidimensional 

poverty. Eastern Europe integration is highly prioritized, yet countries within this region have low 

levels of deprivation compared to other developing countries. While this focus largely is consistent 

with Sida’s policy objectives, questions could be raised regarding priorities within the relatively fixed 
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aid budget given the assumption that poverty and deprivation always should be an underlying focus.  

 

Unlike the findings of Kron, this study does not find a significant relationship between strategy 

countries and democratic freedom and institutional quality. Given the framework of Collier and Dollar 

(2002), democratic freedom should be positive if poverty is held constant. Furthermore, Sida and 

previous studies all point to the importance of good governance and institutional quality. Potentially, 

Sida’s judgment of democratic progress is based on experience not mirrored in the aggregated index. It 

is also possible that Sweden has a wider strategy on democracy not observed in the data. As shown by 

Dietrich (2013), donors may change delivery tactic in poorly governed countries, opening for a less 

systematic avoidance of this category of countries.  

 

For future research, it would be interesting to investigate the multidimensional poverty focus of 

Swedish aid over time, when time-series data is available. As this study does not find a significant 

relation to monetary poverty, it would also be interesting to use the same framework on monetary 

poverty before the objective on multidimensional poverty was initiated, to evaluate previous priorities. 

Furthermore, the multidimensional poverty index can be disaggregated in terms of its ten indicators; 

opening up for more detailed studies on priorities within the indicators of multidimensional poverty. 

  

It would also be interesting to use the same methodology for donors with different conditions in terms 

political process and geopolitical situations. Sweden is widely seen as a top performer in rankings 

ranging from governance to aid effectiveness, yet does not seem to have a particularly strong and 

robust poverty focus in its bilateral aid program as a whole. This poses interesting research questions 

on aid allocation worldwide: in these complex times, who does really prioritize poverty? 
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Appendix 
 

Table 1: Linktest. Baseline regression (table 7, regression 3)           
Strategy countries Coefficients Z P>|z| 

Hat 1.028274  4.20 0.000 

Hat square 0.0217819 0.3   0.764 

 

Table 2: Sensitivity check, baseline regression 
 (1) (2) (3) (4) (5) (6) (7) 
Strategy countries Azerbaija

n and 
Cambodi
a 
excluded 

China 
excluded 

South Sudan 
excluded 

Swaziland 
excluded 

Ethiopia 
excluded 

Palestine 
excluded 

Trade 
excluded 

Multidimensional 
Poverty Index 

1.617* 
(1.88) 

1.438* 
(1.73) 

1.358 
(1.47) 

1.375 
(1.54) 

1.282 
(1.18) 

1.597** 
(2.16) 

1.691** 
(2.73) 

Freedom Index 0.976 

(-1.16) 

0.984 
(-0.83) 

0.982 
(-0.82) 

0.974 
(-1.22) 

0.990 
(-0.49) 

0.993 
(-0.40) 

0.977 
(-1.38) 

Political and 
Societal Violence 
Scale 

2.364** 
(2.67) 

1.856** 
(2.33) 

1.687** 
(2.04) 

1.767** 
(2.23) 

2.072** 
(2.42) 

1.913** 
(2.18) 

1.474* 
(1.74) 

Years receiving 
Swedish ODA 

1.126** 
(2.77) 

1.110** 
(2.81) 

1.160*** 
(3.87) 

1.122** 
(2.69) 

1.099** 
(2.72) 

1.123** 
(2.75) 

1.087** 
(2.51) 

% of Total Swedish 
Exports 

0.0004*
(-2.84) 

0.001** 
(-2.82) 

0.0002** 
(-2.85) 

0.0002** 
(-2.90) 

0.00002** 
(-2.70) 

0.001** 
(-2.90) 

 

Party-affiliated org. 
in country 

25.414*** 
(3.42) 

10.064** 
(2.90) 

13.472** 
(2.88) 

14.145** 
(3.04) 

10.316** 
(3.01) 

8.328** 
(2.68) 

9.350** 
(2.98) 

Eastern Europe 459.785**
* (3.84) 

88.819*** 
(3.30) 

126.710*** 
(3.23) 

74.708*** 
(3.28) 

72.705*** 
(3.22) 

166.747*** 
(3.46) 

75.601*** 
(3.37) 

N 100 101 101 101 101 101 102 

Pseudo 𝑹𝟐	 0.5291 0.4322 0.4630 0.4506 0.4384 0.4536 0.3830 

Exponentiated coefficients; z statistics in parentheses. Regression performed with robust standard errors. 
* p < 0.1, ** p < 0.05, *** p < 0.01 
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Figure 1: Multidimensional Poverty Index and Extreme Monetary Poverty Headcount Ratio 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2: Predicted probability versus Pearson Residual 
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Figure 3: Multidimensional concentration curve with small sample 

 

 

Figure 4: Pregibon leverage 
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