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Abstract 

This thesis provides an empirical indication of how the objectives of official development 

assistance (ODA), granted by the top five donors, affects the aid policy in the MENA region 

during the period 1990-2012, and how these objectives have changed during the period 2005-

2012. As a first result, alleviation of poverty, commercial interests and the democratic status 

of the recipient altogether influence aid policy in the region. Recipients’ need and commercial 

interest are both important objectives for the donors but they have both lost some of its impact 

in recent times. Historical ties with France affect the aid policy in the region and strategic 

interests of the donors appear to have an unexpected effect on aid allocation behavior e.g. oil 

rich countries receive less aid, ceteris paribus. The democratic status of the recipient has a 

positive significant effect on received aid for the average recipient and the impact has 

increased with time in the MENA region. Moreover, donors react differently to recipients’ 

needs, commercial interest and democracy and there are also several differences among 

recipients with abundant oil resources and those with insignificant oil resources. 
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1. Introduction 

The Middle East and North Africa (MENA) region1 holds abundant natural and human 

resources and has a history of ongoing struggles with conflict. The region’s enormous 

petroleum supply – three fifths of the world’s oil reserves (OECD, 2010) – is a reason for the 

world’s attention. However, the influence of the region goes beyond its oil resources. The 

region has a geo-politically and economically strategic position in the world economy that 

attracts interest from various countries throughout the world. In the past two decades exports 

from the MENA region have increased significantly as a consequence of growing economic 

openness and the signature of trade agreements but predominantly as a result of higher oil 

production (OECD, 2010).  The MENA countries implemented several structural reform 

measures with the purpose of improving competition in the 1990’s. These measures included 

steps to free prices, liberalize the external trade system, reduce exchange controls and reform 

public enterprises. Numerous countries in the region also undertook comprehensive trade 

liberalization measures (IMF, 1996; World Bank, 2009). The liberalization of the economies, 

together with the end of the cold war, may have meant that numerous new relationships 

among donors and recipients have been established in a setting where the political and 

economic future of the countries in the region was unsure. Western countries may have been 

attracted to offer foreign aid for several reasons; strategic, humanitarian, commercial etc. 

Donors may also behave differently with respect to their foreign policy as well as to their 

geostrategic and economic distinctiveness: thus they deal with different structures that 

determine the allocation of aid. Previous literature (Berthélemy, 2006; Alesina and Dollar, 

2000; Schraeder, Hook and Taylor, 1998) reveals that there are numerous motives that 

determine the allocation of aid. The hypothesis in this thesis is that aid allocation from the top 

five donors of the Development Assistance Committee (DAC) to the MENA region are 

strongly influenced by commercial and strategic interests of the donors due to the regions vast 

oil resources and geo-political position. In addition, it is expected that the donor’s self-

interests will become relatively more important in times of political unease and economic 

liberalization. The question is to what extent different foreign objectives will influence the aid 

policy in the MENA region and how this impact on aid policy has changed over time. Due to 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
1	  The	  MENA	  region	  includes	  :	  Algeria,	  Bahrain,	  Djibouti,	  Egypt,	  Iran,	  Iraq,	  Israel,	  Jordan	  
Kuwait,	  Lebanon,	  Libya,	  Malta,	  Morocco,	  Oman,	  Qatar,	  Saudi	  Arabia,	  Syria	  
Tunisia,	  United	  Arab	  Emirates,	  West	  Bank	  and	  Gaza,	  Yemen	  
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the region diversity in natural resources the thesis will also consider two groups of countries, 

taking the level of oil resources into account. 

This paper is organized as follows. Section 2 provides a brief overview of the empirical 

literature on the determinants of aid allocation. Section 3 presents the data and methodologies 

used to determine the different aid objectives. The main results are featured in section 4 and 

section 5 concludes the findings of this thesis.  

 

2. Literature review 

The literature on foreign aid and its motives is vast and informative and includes both 

empirical and theoretical studies. It has long been debated that foreign aid can’t be explained 

by humanitarian motives alone (McKinlay and Little, 1977). Humanitarian objectives often 

have an economic implication but are frequently challenged by more selfish objectives of the 

donors. An influential paper that focuses on this subject is Alesina and Dollar’s (2000) study 

on what dictates bilateral aid in recipient countries. The author emphasizes numerous 

determinants of the allocation of aid that is also considered in this thesis, such as recipients’ 

democratic status, income per capita, UN voting patterns, colonial ties and trade intensity 

between recipients and donors. Their results suggests that the political and strategic motives 

of the donors, mainly colonial ties and UN voting patterns, are the most important factors 

explaining aid allocation.  Alesina and Weder (2002) and Alesina and Dollar (2002) both find 

that France and the U.K. gives more aid to its former colonies. Berthélemy and Tichit (2004) 

test how donors’ behavior have changed through time by comparing two different time 

periods and they conclude that colonial ties has deteriorated since the fall of the communist 

regime in the 1990’s and that commercial factors, in particular trade flows, have been given 

more significance. Burnside and Dollar (2004) also notes that the objectives of aid allocation 

changes through time. They find that countries with better scores on a measure of rule of law 

increased the amount of aid received in the 1990’s but not in the 1980’s. Berthélemy (2006) 

compare the behavior of bilateral donors and multilateral agencies using a three-dimensional 

panel dataset. The results show that bilateral aid allocation is predominantly influenced by 

self-interest motives while multilateral aid reacts more strongly to recipients’ needs but with 

significant commercial interests from US and Japan. The effectiveness of aid could be limited 

if aid respond more to the self-interests of donors than the humanitarian needs such as poverty 
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and recipients institutions (Dollar and Collier, 2001). Dollar and Levin (2006) focuses on the 

period 1984-2002 and find that multilateral and bilateral aid agencies that are policy driven 

also are driven by humanitarian objectives. Some studies reveal significant differences in aid 

policy between donors. Scandinavian states are more likely to give according criteria’s such 

as the democratic status of the recipient (Alesina and dollar, 2001: Gates and Hoeffler: 2004) 

while U.S. aid often is influenced by foreign policy interests (Drury, Olson and Van Belle, 

2005). Stone (2006) finds that the U.S. gives a lesser amount of aid to OPEC members while 

France, Japan and Germany are more likely to give aid to OPEC members. The U.S. overall 

aid budget has also increased with the War on Terror (WoT) while the emphasis given to 

recipients needs has decreased throughout the post 9/11 period (Fleck and Kilby, 2010).  

This study will contribute to the literature by explaining how different aid policies influence 

the allocation of aid in the MENA region and how these policies have developed through 

times of political unease and economic uncertainty. In contrast to earlier studies, this study 

will account for the fact that aid objectives are not constant through time and will predict a 

trend for each objective of aid in the MENA region. Previous studies have considered 

different time periods and compared the results for each period but this thesis will extend the 

existing literature by letting each coefficient vary over time. Thus, a trend will be predicted 

for the aid policy in the MENA region. The findings in this thesis show that the aid policy in 

the region can’t be considered as time-constant; therefore a time-varying parameter model is 

useful to explain the dynamic pattern of aid policy and the dynamic impact of the different 

coefficients included in the model.  

 

3. Methodology and data 

3.1 Data 
The dataset has been gathered from reports of bilateral aid flow from France, Germany, Japan, 

U.S. and U.K. to the MENA region. The dataset covers the years 1990-2012. The time period 

has been chosen dependent on the availability of data on the explanatory variables for each 

recipient country and the availability of aid received from the donors. This means that a panel 

database of 1,610 observations is used in the sample.2 The existing literature provides a great 

deal of variables to choose from. However, some of the variables in the previous literature 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
2	  1,540	  and	  1,470	  observations	  for	  the	  variables	  that	  have	  been	  lagged	  one	  and	  two	  years	  respectively.	  
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have been excluded due to fact that they proved to be very statistically insignificant. France, 

Germany, Japan, U.S. and U.K have all been chosen because they constitute the biggest share 

of ODA to the MENA region (OECD, 2012). The list of ODA recipients is divided into two 

parts: part I which is aid to “traditional” developing countries and part II which is aid to more 

advanced developing countries. Part II of the DAC list was abolished in 2005 and data on 

ODA for those countries is not collected from 2005 and onward and they have therefore been 

excluded from the sample. Some of the recipients that have left the Part I list of ODA 

beneficiaries have been removed from the sample.3 They have experienced substantial 

improvement in prosperity and can no longer be considered as developing countries. Saudi 

Arabia left the part 1 list in 2008 but isn’t excluded from the sample because they hold the 

second largest oil reserve in the world and is the world’s largest oil exporter (OPEC, 2013) 

and plays major role in OPEC. All of this gives Saudi Arabia a very important role in the 

global economy and it’s a motive for the donor’s interest in the region. Likewise, Oman has 

not been excluded, despite the fact that they left the part 1 list in 2010, due to the fact that 

Oman is the largest oil producer in the MENA region that is not a member of OPEC. West 

Bank & Gaza Strip was excluded from the sample due to lack of information on many of the 

explanatory variables. Table 8 in the Appendix list the recipient countries covered in the 

sample. 

Based on existing literature (Alesina and dollar, 2000; Berthélemy 2006; Frot, Olofsgård and 

Perrotta, 2012), the assumption is made that aid depends on income per capita, population 

size, political interests, commercial and strategic interest and the level of democracy.4 A civil 

liberties index is also used by Alesina and Dollar but it is highly correlated with the 

democracy index and will therefore not be included. The dependent variable is the log of total 

ODA per capita commitment from the donors to the various recipients. Aid is reported in 

constant 2011 PPP dollars, thus adjusting for inflation over the period and excluding the 

effect of exchange rates. Aid is divided by the recipients’ population due to the fact that, as 

discussed by Berthélemy and Tichit (2004), per capita aid allows to exam whether less 

populous countries receive more aid per capita than more populous countries. Aid 

commitments are used rather than actual disbursement since it, as recognized by others 

(McGillivray and White, 1993; Berthélemy and Tichit, 2004), better mirrors allocation 

choices by the donors: Aid disbursements are subjective to recipients’ cooperation and 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
3	  Malta,	  Bahrain,	  Israel,	  Kuwait,	  Qatar,	  United	  Arab	  Emirates,	  Israel	  
4	  Table	  7	  in	  the	  Appendix	  lists	  the	  variables	  used	  in	  this	  thesis,	  together	  with	  short	  descriptions	  and	  their	  
sources	  
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administrative competence to get the aid. To capture the effect of commercial linkages 

between donors and recipients, trade volumes between each donor-recipient pair will be 

controlled for, measured as total import and export flows over donors GDP. The relationship 

regarding aid per capita and trade is expected to be positive, thus foreign aid will be biased 

towards recipients who trade more with the donor.  

The variables measuring the development motives are measured by two types of variables: 

recipients’ needs and merits (Berthélemy, 2006). The most direct indicator of recipient needs 

is income per capita. The relationship between received aid and income per capita is expected 

to be negative e.g. the poorest countries should receive more aid. This measure is highly 

correlated with other measures of recipients needs such as literacy and child mortality and the 

data for income per capita is more available compared to the other measures (Neumayer, 

2003a). The level of democracy is normally used as an indicator of the recipient merits 

(Alesina and dollar, 2000), which is measured using the polity IV index. The index goes from 

-10 to + 10 where -10 is the most dictatorial a recipient could possibly be. The impact of 

democracy on received aid is predicted to be positive. The more democratic a recipient 

country is, the more aid it should receive from donors ceteris paribus. However, a change 

from -10 to -7 will not have the same effect on received aid as the same increment change 

from -3 to 0. The same change in the democratic variable will not have the same marginal 

effect and therefore it would be problematic to treat this as an ordinal variable. A democracy 

dummy which divides the observations at the mean is used in the regressions to better capture 

the effect of having better democratic institutions on received aid. The dummy is equal to one 

for the recipients who are relatively more democratic compared to the other half. Another 

measurement for recipients’ merits is the political terror scale (PTS). The political terror scale 

is a yearly measure of the physical integrity rights violations in the countries around the 

world. The scale of the measure ranges from one to five where five represents the foulest 

means of political terror. This variable is included to shows whether the donors consider the 

human rights situation in the recipient country when allocating aid to the region. The impact 

of the political terror scale on aid is expected to be negative e.g. increased political violations 

is penalized by decreased aid from the donors. 

The recipients differ in terms of strategic importance and potential e.g. Syria and Libya are 

relatively rich in natural resources while Egypt and Tunisia’s oil resources are relatively 

insufficient. Therefore a variable that measures the yearly oil production in the recipient 
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country is included as a proxy for strategic importance and to capture the effect of oil 

resources on received aid. Oil production is divided by the population of the producer country 

because of the fact that per capita oil production provides a much better determination of the 

recipients’ oil resources as compared to oil production alone. A country with relatively large 

oil production but with an overwhelmingly large population will result in a low oil production 

per capita; thus indicating a not so oil rich country e.g. Egypt. The relationship between oil 

resources and received aid is expected to be positive. Thus, countries with higher amount of 

oil resources per capita should receive more aid, ceteris paribus.  

The importance of historical and cultural links is measured by a qualitative dummy variable 

that equals one if the recipients at one time were a part of any of the donor countries. Since 

only France and UK have had any colonial ties with the recipient countries each donor will be 

interacted with the colonial dummy. The emphasis put on fighting terrorism since 2001 may 

have affected aid allocation in the MENA region. The War on Terror has been proven to have 

an effect on aid (Fleck and Kilby, 2010) and a time period dummy variable that equals 1 for 

the period 2002-2012 is interacted with the U.S. to allow for differences between post-9/11 

and the time before the September 11 attacks in 2001 in US aid to the MENA region. The 

records of UN voting patterns have been used to get a measure of political influence by the 

donor to each recipient and to control for the donor’s geo-strategic interests in the regions. 

The variable measures the share of voting similarity in the UN General Assembly between 

each donor-recipient pair. It aims to capture the extent of political alignment amongst each 

pair of countries. The voting frequency ranges from 0 (no political alignment) to 1 (full 

political alignment). The impact of political alignment on aid is expected to be positive e.g. 

more political like-minded regimes will receive more aid from the donors, ceteris paribus. The 

log of population size is included to capture the effect that more densely inhabited countries 

have a tendency to receive more aid in total but less per capita. A lot of studies (Berthélemy, 

2006; Alesina and Dollar, 2000; Dollar and Levin, 2006) have included the population as a 

control variable because it is not neutral. Berthélemy (2006) denotes that the fixed cost in aid 

administration does not depend on the volume of aid a country obtains but that aid per capita 

could be determined by the size of the population. Thus, countries with relatively small 

populations should receive more aid per capita than more populous countries, which would 

give the parameter a negative sign. Finally, a country dummy variable for Iraq will be 

included to control for the large amounts of aid going to Iraq to handle various reconstruction 

efforts that is needed after the war between the U.S. and Iraq.   
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The diversity of the MENA region is substantial and could be segmented in many different 

ways. One of the most distinguishing characteristics among MENA region is the accessibility 

of oil resources in relation to population. Based on this factor the MENA region can be 

classified in two groups: Resource-rich countries that are big producers of oil which includes 

Algeria, Iraq, Iran, Syria, Oman, Saudi Arabia and Libya; and resource-poor countries that are 

small producers of oil which includes Djibouti, Egypt, Jordan, Lebanon, Morocco, Tunisia 

and Yemen. By dividing the region into two groups you can test whether different foreign 

policies have different impacts on aid policy based on the regions diversity in oil resources.  

The aid policy for the entire region will be given most devotion in this thesis and the grouping 

of the countries will function mainly as a comparison amongst the recipients in the region. 

Summary statistics of the variables used in the thesis are shown in table 3 in the Appendix.5 

Table 4 in the Appendix shows the correlation of aid per capita with some of the most 

significant variables in the thesis. Many of the variables are fairly correlated with aid per 

capita but the democratic status of the recipient, the UN voting coincidence and oil production 

appear to be highly correlated with aid in the MENA region. It’s noteworthy to remark that 

aid is positively correlated with GDP and UN voting, which both are negatively correlated 

with aid per capita in the regressions. Aid is also negatively correlated with trade but is 

positively correlated with aid in the regressions.  

There might be simultaneity issues when the explanatory variables are jointly determined with 

the dependent variable e.g. more aid per capita could lead to increased trade between the 

recipient and the donor. One solution to this problem is to use lags of the endogenous 

variable. The idea is that it is not likely that aid can influence past values of the explanatory 

variables so they could be used as instruments. However, this possibility is reduced when 

working with aid commitments since the aid disbursements normally are delayed some 

periods behind commitments (Berthélemy and Tichit, 2004). Nonetheless, lags will be used as 

a precaution. All the explanatory variables except for population have been lagged one year 

and the GDP per capita variable have been lagged two years in order to avoid simultaneity 

issues. 

 

 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
5	  Dummy	  variables	  and	  interaction	  terms	  are	  not	  included	  in	  the	  summary	  statistics.	  	  
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3.2 Methodology 

Given that the dependent variable has a number of observations at the value of zero6, a non-

linear method that can manage censored data is advisable in order to avoid the sample 

selection bias that could occur when the dependent variable is of a censored nature. These 

zero entries could be non-random observations that reflect unobserved features of the donor-

recipient pair and therefore can’t be dropped.  Different approaches have been applied in 

earlier literature to deal with this problem. A Heckman’s two-step method is used by 

Berthélemy (2006) to account for the censored variable. However, estimating a Heckman 

model in a panel model is complicated when you have to take precaution for the potential 

presence of fixed effects (Berthélemy and Tichit, 2004). A Tobit model can be used to 

circumvent the problem with selection bias (Maurini and Settimo, 2009; Berthélemy and 

Tichit, 2004; Gang and Lehman, 1990), which is easier to implement and has therefore been 

chosen as the estimation method. There are possibly unobserved characteristics in the various 

recipient countries that varies between them and that effects the panel estimates. The aid 

budgets of the different donors may vary over time due specific reasons e.g. the economic 

state. The default is to use a fixed effects model to circumvent this issue. This approach is not 

advisable as consistency issues appear in censored regression models when fixed effects are 

introduced. This problem is commonly called the “incidental parameters’ problem” (Maurini 

and Settimo, 2009; Berthélemy, 2006). The thesis follows the approach used in Berthélemy 

and Tichit (2004) by using a random-effects Tobit model. A Fixed-effects model is introduced 

in table 9 in the Appendix. Comparing the results for the coefficient between the Tobit model 

(Table 1) and the Fixed-effects model (table 9), one can observe that the signs and effects for 

all the coefficients are not all the same, which demonstrates that taking account of fixed-effect 

is of importance to the end results. The significantly positive sign for the oil variable may 

indicate that their might be time independent effects that are possibly correlated with the 

independent variables in the model. Moreover, a fixed-effects model also result in biased 

results due to the fact that it doesn’t account for the censored nature of the dependent variable 

and introducing fixed-effects in the Tobit model the estimates becomes inconsistent. 

Therefore, there are no flawless methods available to deal with this issue. Nevertheless, a 

random-effects Tobit model is used to estimate the coefficients of the variables. 

 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
6	  306	  observations	  at	  the	  value	  of	  zero	  in	  the	  sample.	  
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The basic equation in the Tobit model is the following:  

𝑌!∗ = 𝑋!𝛽 + 𝜀! 

𝜀! = 𝜈! + 𝑢! 

Where 𝑌!∗ is a latent dependable variable that is observed for values greater than the 

truncation point, and censored otherwise. In this case the dependent variable is censored at 0 

since a negative number on aid per capita can’t be observed. If the observations for 𝑌!∗ =0 

would be left out from the sample, the estimates of the parameters would be inconsistent and 

biased. An OLS estimate would lead to biased results, but with the Tobit model the null 

observations are not omitted which allows the countries that are under the truncation point to 

be analyzed. 𝜀! Is the error term and the components of the error term are split into a time-

invariant individual random effect (𝜈!) and a time-varying idiosyncratic random error (𝑢!). In 

a random effects model the variation across countries (v’s) is assumed to be random and 

uncorrelated with the explanatory variables (X’s) in the model. Y, the observed value of the 

latent variable  𝑌!∗, is explained by the following equation: 

𝑌 =
𝑌!∗      𝑖𝑓      𝑌!∗ > 0
0        𝑖𝑓        𝑌!∗ ≤ 0 

To study the impact of the explanatory variables on bilateral aid flows the estimated equation 

is specified as follows:      

𝑌!,!,!∗ = 𝑀𝐴𝑋(𝛽! + 𝛽!𝑋!,!,! + 𝑛!,!,! + 𝑢!,!,! )  (1)

  

Where the dependent variable is ODA from donor d to recipient r in year i, and X is the 

vector of the explanatory variables in the model. 𝛽 is the coefficient associated with the 

different variables in the model. 𝑢 is the error term, and 𝑛 stands for the specific random 

effects. There may be differences among the donors in aid allocation behavior in the MENA 

region. To explore this issue, interaction terms between the explanatory variables and the 

donors will be introduced into the model so differences in the effect of the estimated 

explanatory variables between the donor countries are allowed. All the explanatory variables, 

except for population, are specified with time lags in order to avoid simultaneity bias between 

the dependent variable and the explanatory variables.  
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The analysis will include three altered specifications of the model. The first specification will 

include all the explanatory variables. The second specification will include the interaction 

term between the WoT and the U.S. and the third specification will include all the interaction 

terms that proved to have a significant effect on aid allocation. All the combinations of 

interaction terms are not included in the specification as many of them proved to be 

insignificant at the 5 percent level. Thus, only the interaction term that can explain any 

significant differences between donors behavior is included in the complete specification.  

The relationship between aid per capita and the explanatory variables of the model remains 

constant in the model. However, it would be implausible to assume that the impacts of the 

explanatory variables are constant. The parameters in the model may change through time e.g. 

as the economy evolves, policy changes take place etc. Thus, by letting the coefficients of the 

model depend on the time period you can plot the coefficients for each year and predict a 

trend in each variables parameter. The MENA region has been changing in both an economic 

and political manner since the 1990’s. The dynamic pattern of this relationship is of 

significance. Therefore it’s more interpretable to treat the parameters as a function of different 

states of development throughout time. The coefficients for time period i will be estimated 

with the model specified (1) but by using a window of observations 𝑖 − !
!
,… , 𝑖 + !

!  where w 

is denoted the window width. The window width states how many observations to use when 

estimating the coefficient for a certain year and you advance one year at a time. This method 

is known as rolling estimation. A window of 16 years has been used with the rolling method, 

which means that for each separate regression 1,120 observations is used to estimate the 

coefficients. By operating a smaller window you get more years to plot but simultaneously 

you get bigger standard errors which may yield insignificant coefficients. With the window 

setting at 16 years the standard errors are not exceptionally large and the time period will be 

from 2005 to 2012.  
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4. Results 

Table 1 presents the estimated coefficients by the specified equation (1) using panel data from 

1990 to 2012 for five DAC donors and 14 recipients. A random-effects Tobit model has been 

used in the regression in order to estimate the effect of the variables on aid per capita in the 

MENA region. The coefficient on GDP in all regressions has, as predicted, a significantly 

negative effect on aid received. This implies that ODA is influenced by recipients’ needs and 

that reducing poverty is an objective in the MENA region. Thus, richer countries are less 

prone to receive aid from the average donor, ceteris paribus. This result is consistent with the 

findings in Alesina and Dollar (2000) and other studies on the subject. The impact of the GDP 

coefficient decreases somewhat in specification three when the different interaction terms are 

accounted for. A comparison in the GDP coefficient between the three different specifications 

suggests that neither the coefficient nor the significance alters much from specification one 

and two, but the effect of the coefficient changes somewhat in specification three when the 

interaction terms are introduced. The interaction term between GDP and the U.K. is 

significantly negative at the one percent level, indicating that the U.K. take more 

consideration of the income levels of the recipients than the average donor when allocating 

aid in the region. Furthermore, a one percent increase of GDP per capita in specification three 

reduces aid per capita by 0.15% for the average recipient, and a similar increase of GDP per 

capita for the U.K. reduces aid per capita by 0.49%. However, this does not mean that the 

average donor don’t care about poverty in the recipient countries when they are making aid 

allocating decision, it means that they take less note of it compared to the U.K. The difference 

between the average donor and the U.K. is quite significant since the U.K. is much more 

sensitive with respect to the recipients’ needs.  

The democracy variable is positive, as expected, and significant in all regressions. More 

democratic countries get more aid, ceteris paribus. Moreover, the effect of democracy on aid 

decreases to some extent when the effect of the interaction term between democracy and the 

U.S is accounted for. The interaction term for U.S. is significantly positive, suggesting that 

the U.S. values democratic institutions more in their aid policy than the average donor. 

According to the coefficients in specification three, being relatively more democratic (as 

related to being more authoritarian) results in 31.7% more aid per capita for the average 

recipient and 49% more aid per capita if the donor is the U.S. 
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Similarly, the estimated coefficient on trade has the expected positive sign and is statistically 

significant in every specification, supporting the results of previous studies. However, it loses 

some of its impact when the interaction term between trade and France in specification three 

is accounted for. The coefficient also decreases when the U.S. War on Terror is controlled for 

in specification two. The coefficient for the interaction term between trade and France in 

specification three implies that France give more aid to their trading partners compared to the 

average donor e.g. they are the most selfish donor. According to the coefficients in 

specification three an increase of trade intensity by one percent increases aid received by 

0.13% for the average recipient and by 0.28% if France is the donor. This indicates that 

France deems trade relation with the recipients more significant in their aid allocation 

decisions than the other donors.  

For all specifications, the oil production per capita has a negative sign and is statistically 

significant at the one percent level. The effect of the coefficient decreases in specification two 

and three when the interaction terms and the WoT are controlled for. Moreover, a one percent 

increase of oil production per capita in specification three results in a 0.2% decrease of 

received aid for the average recipient, ceteris paribus. The presumed relationship between oil 

resources and aid is inverted, thus increased oil production leads to reduced aid for the 

average recipient. The interpretation of the negative sign of the variable may be that donors 

give more aid to countries with relative low oil production since higher oil production could 

be a proxy for recipient’s needs. Thus, high oil production increases the overall living 

standard in the producing county and aid can therefore no longer be justifiable e.g. Kuwait 

and Saudi Arabia.  

The impact of political alignment on aid is negative in all specifications and turns out to be 

only statistically significant at the five percent level in specification one. This implies that a 

recipient who is more political aligned with a donor recipient will receive less aid compared 

to a recipient who is less political aligned. However, the variable is statistically insignificant 

at the five percent level in both specification two and three, indicating that political alignment 

can’t explain the aid allocation in the MENA region. Furthermore, the coefficient for the 

France colony variable is positive through all the different specifications while the coefficient 

for the U.K. colony variable is negative in specification one and two. Yet, only the France 

colony variable is statistically significant in any of the specifications. If the recipient is a 
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former colony of France it would receive 364% more aid, which supports the findings of 

previous studies on the subject. 

The WoT variable indicates that the MENA region has received exceedingly large quantities 

of aid from the U.S. after 9/11 attacks. After the War on Terror was initiated by the U.S., aid 

to the average recipient in the MENA region has increased with 95% on average, ceteris 

paribus. This could imply that aid allocation could be driven by terms of security to some 

extent in the MENA region. The population variable is negative and statistically significant in 

all specification. The results imply that more populous countries receive less aid per capita 

than the less populous countries, ceteris paribus. The effect of the coefficient drastically 

increases when the interaction terms and WoT is accounted for in specification three and two. 

In the most complete specification (3) an increase of the population of the average recipient 

by one percent reduces aid by 0.63% from the average donor. This shows that aid from the 

average donor is sensitive to the recipients’ population size. This conclusion needs to be taken 

with a caution due to the fact that the variable is more of a control variable for scale effects.   

The political terror scale variable has positive coefficient but is statistically insignificant 

throughout all the specifications at both the five and ten percent level. The insignificance of 

the variable suggests that the average donor doesn’t consider the human rights situation in the 

recipient countries when allocating aid. However, the interaction between the PTS variable 

and Germany is significantly positive at the five percent level, implying that Germany takes 

the human rights situation into consideration when allocating aid whereas the average donor 

don’t. However, the sign of the coefficient is still positive suggesting that if political violence 

in the average recipient country were to escalate, Germany would give more aid to these 

countries. The interpretation of the variable could also be that Germany considers the human 

rights situation in the recipient countries as an indicative of their need of aid. Thus, a country 

that suffers political violence receives more aid as a result of the efforts to improve the weak 

respect for human rights in the country. Another explanation of the sign could be that 

Germany indirectly supports human rights violations by supporting a recipient whose political 

terror score is high.  The country dummy variable for Iraq indicates that the average donor 

gives more aid to Iraq, ceteris paribus. This is the expected result since Iraq has received large 

amounts of aid over the years due to the war between the U.S. and Iraq. 
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Table 1 – Coefficients of the random effects Tobit model 

 (1) (2) (3) 

Gdpc(LN) -0.171*** -0.168*** -0.149*** 

 (0.0559) (0.0549) (0.0541) 

Polity_d 0.455*** 0.428*** 0.316** 

 (0.139) (0.135) (0.135) 

Trade(LN) 0.175*** 0.164*** 0.134*** 

 (0.0372) (0.0371) (0.0363) 

Oilpc(LN) -0.154*** -0.165*** -0.202*** 

 (0.0554) (0.0522) (0.0414) 

Pop(LN) -0.415** -0.547*** -0.636*** 

 (0.178) (0.164) (0.134) 

UN_voting(LN) -1.184*** -0.383* -0.295 

 (0.194) (0.230) (0.218) 

PTS(LN) 0.0719 0.0700 0.106 

 (0.0706) (0.0694) (0.0683) 

France_colony 3.040*** 3.053*** 3.550*** 

 (0.682) (0.647) (0.612) 

UK_colony -0.563 -0.493 0.588 

 (0.808) (0.767) (0.701) 

US_WoT  1.354*** 0.952*** 

  (0.222) (0.230) 

UK_Gdpc   -0.378*** 

   (0.0894) 

US_polity   0.183*** 

   (0.0354) 

France_Trade   0.174*** 

   (0.0592) 

Iraq 2.591*** 2.506*** 2.401*** 

 (0.823) (0.782) (0.613) 

Constant 6.420** 8.793*** 10.45*** 

 (2.864) (2.657) (2.195) 

Observations 1,470 1,470 1,470 

Notes: The dependent variable is the log of bilateral aid per capita over the period 1990-
2012. All estimations are done with Tobit random effect model. Robust standard errors in 
parentheses. *** p<0.01, ** p<0.05, * p<0.1 

  

      

There are several noteworthy differences between resource-rich and resource-poor countries. 

In table 2 the coefficient for GDP is significant for both groups of recipients, indicating that 
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poverty alleviation as an objective for the average donor in the whole MENA region. 

However, the effect of a 1 percent increase of GDP appears to have a much stronger impact 

on aid in the resource-rich countries compared to the other recipients. The effect of being 

relative more democratic has a statistically positive effect on aid in resource-rich recipients 

but not for the recipients with less oil resources. The coefficient for trade is positive in both 

cases but only significant for the resource-rich recipient, inferring that commercial linkages 

between donors and recipients can only explain aid allocation behavior in the countries with 

vast oil resources. Similarly, the oil production variable is only significant for resource-rich 

countries, implying that the oil production in the resource-rich part of the MENA region can 

explain the aid allocation behavior of the donors but not for the group of resource-poor 

recipients, which makes sense since their oil production is relatively small.  

The population variable is negative for both groups of recipients but only significant at the 10 

percent level, indicating that less populous countries receive more aid per capita. The UN 

voting variable turns out to be statistically insignificant for both groups of recipients, 

implying that political alignment between the donors and recipients can’t explain aid 

allocation behavior in the region. The PTS variable is positive for oil rich countries and 

negative for resource-poor countries but it is only significant for the oil rich recipients. 

Accordingly, a resource-rich recipient with a poor human rights situation will receive more 

aid than a resource-rich recipient with a better human rights situation, ceteris paribus. The 

effect of being a former colony of France has significant positive impact on received aid in 

the whole MENA region. Being a former colony of the U.K. has no effect on aid allocation 

behavior in the region. The effects of the WoT have had a significant positive effect for both 

group of recipient, indicating that the aid allocation behavior of the U.S. can be explained by 

the WoT in the MENA region.  
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Table 2 – Test of difference of coefficients between resource-rich and resource-poor countries 
 Resource-poor Resource-rich 

Gdpc(LN) -0.129** -0.347*** 

 (0.0569) (0.133) 

Polity_d -0.0207 1.235*** 

 (0.136) (0.326) 

Trade(LN) 0.157 0.265*** 

 (0.0992) (0.0625) 

Oilpc(LN) -0.0623 -0.784*** 

 (0.0502) (0.255) 

Pop(LN) -0.324* -1.107*** 

 (0.176) (0.371) 

UN_voting(LN) 0.255 -0.263 

 (0.332) (0.399) 

PTS -0.111 0.471*** 

 (0.0738) (0.161) 

France_colony 2.035*** 3.102** 

 (0.655) (1.214) 

UK_colony -1.239 0.395 

 (0.788) (1.251) 

US_WoT 1.277*** 2.703*** 

 (0.251) (0.567) 

Iraq 0 3.376*** 

 (Omitted) (0.892) 

Constant 7.945** 14.31** 

 (3.138) (5.790) 

Observations 735 735 

Notes: The dependent variable is the log of bilateral aid per capita over the period 1990-
2012. All estimations are done with Tobit random effect model. Robust standard errors in 
parentheses. *** p<0.01, ** p<0.05, * p<0.1 

 

The estimated time-constant coefficients and their respective t-statistics in table 1 and 2 is 

only the mean of the analyzed time period. There is a possibility that the real parameters are 

time varying in the model and allowing for the coefficients to vary over time makes it 

possible to observe the trend of the different explanatory variables. Figure 1-5 presents the 

estimated time varying coefficient of the specified model (1) with a rolling estimation method 

where the different coefficients depend on the time period. Specification two in table 1 is 

applied in the rolling estimation. Thus, the time-varying coefficient will be compared to the 
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estimated time-constant coefficient in table 1 (specification 2) in order to get comparable 

results between the time-varying and time-constant estimations of the coefficients. A general 

conclusion regarding these figures is that no coefficient could be considered as time constant 

throughout the time period i.e. just applying the constant parameter model might result in 

misleading analysis of the estimates.  

Figure 1-5 depicts the estimated time-varying coefficients7 of the model defined in the 

equation model concurrently with their 95 percent confidence intervals. Once the horizontal 

zero-line is between both of the interval limits, the estimated coefficient is not statistically 

significant at the five percent level and consequently the variable is not significant for that 

particular year. UN voting exhibits the lowest coefficient during the time period, whereas 

France colony the highest.  

The time-varying coefficient of GDP per capita (figure 1) is negative the whole time period 

and shows a somewhat stable development until 2010 where the coefficient shows a positive 

upward pattern. According to the time-varying coefficient, recipients’ needs have lost some of 

its explanatory power when the average donor determines how much aid to allocate to the 

MENA region. If a recipients’ GDP per capita rose by one percent in 2010 their aid received 

would be reduced by 0.15% compared to 0.12% in 2009 and 0.06% in 2012. This suggests 

that the donors have generally given aid to recipients that are poorer, but as of 2010 at a 

decreasing rate i.e. poverty reduction is still an objective for the donors but it’s lost some of 

its significance in determining aid allocation in recent times. The corresponding coefficient 

for the average donor in table 1 is 0.17 which is significantly different from the time-varying 

coefficient in 2012 but close to the coefficient for 2010. Since the constant-coefficient is an 

average of the time period, these results indicate that donor’s reaction to recipients’ needs 

have been more important in the time periods before 2005. However, a positive trend can be 

depicted since 2010. Consequently, recipients’ needs might be given less consideration in the 

forthcoming years for the average donor country. However, the coefficient is only statistically 

significant in 2006, 2009 and 2010 at the five percent level. Thus, the effect of GDP per 

capita on aid can’t for most of the years be treated as having a significant effect. Yet, it’s 

worth to mention that the trend have been going towards zero since 2010. 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
7	  Exact	  values	  for	  all	  the	  time-‐varying	  coefficient	  are	  located	  in	  the	  appendix	  table	  5-‐6.	  
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The polity coefficient (figure 1) has a positive coefficient through the whole time period and 

is statistically significant. There is an upward trend in the coefficient, with an exception for 

2011-2012 where it is a slight fall. The turn in the trend in 2011 could be due to the recent 

developments that have been taking place in several countries in the MENA region, better 

known as the Arab spring. In 2011, the effect of being relative democratic results in receiving 

114% more aid compared 34% in 2005. The impact of the corresponding constant coefficient 

in table 1 is estimated to be 44% more aid per capita for relatively more democratic recipients. 

The average of the constant coefficient is much lower than the average in figure 1 (83%), 

inferring that the impact of the democratic status of the recipient on aid were, on average, 

smaller in 1990-2004 than in 2005-2012.  

 

Figure 1: Rolling estimation of time-varying coefficient of the Tobit model   

 

 

 

The coefficient of the trade variable (figure 2) is positive throughout the whole period. 

However, the coefficient shows a steady negative downward pattern from 2006 to 2012, 

where the uppermost magnitude of the coefficient is equal to 0.2. If trade had increased by 1 

percent with the average recipient in 2006, the recipient would on average receive 0.2% more 

aid per capita compared to 0.04% aid per capita in 2012 and 0.09% in 2010. These results 

suggest that commercial consideration in aid allocation has experienced a negative trend since 

2006 in the MENA region. Thus, the donors are still considering commercial interest when 

allocating aid in the region but its impact isn’t as significant now as it has been in previous 
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years. The equivalent average time-constant efficient in table 1 is 0.16 which is about 25% 

lower than the time-varying coefficient in 2006 and 44% higher than in 2010. However, the 

average for the time-varying variable is 0.13 which indicates that commercial interest had a 

bigger impact in the beginning of the 21th and the 1990’s century than in 2005-2012 on 

average. This could be due to the developments that occurred in the region in the 1990’s with 

economic liberalization and political uncertainty. Still, the trend implies that commercial 

interest as a determinant of aid allocation in the region is deteriorating. All the coefficients are 

significant at the 5 percent level except for the coefficient in 2011 and 2012.  

The time-varying coefficient for oil production per capita is negative through the time period 

and quite stable until 2008 where the coefficient displays a downward trend. The turn of the 

trend in 2008 might be a reaction to the global economic crisis of 2008-09. The figure shows 

that the impact of oil production per capita on aid is becoming increasingly negative as we 

move towards present time. If a recipients’ oil production per capita rose by one percent in 

2006 their aid received would be reduced by 0.16% compared to 0.25% in 2012.  The 

corresponding coefficient for the average donor in table 1 is 0.16 compared to 0.2 in figure 2. 

This implies that the average donor has generally given more aid recipients that have less oil 

resource per capita and that this effect has increased each year since 2008. 

 

Figure 2: Rolling estimation of time-varying coefficient of the Tobit model 

  

 

The coefficient for the population variable (figure 3) is negative and statically significant 

throughout the period. The trend of the variable is quite stable except for the fall in 2010-
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2011. If the population in a recipient country would grow by one percent in 2007 aid per 

capita would decrease with 0.56% compared to 0.75% in 2012. The effect of the constant 

coefficient in table is 0.53%, which is never reached in figure 2, indicating that less populous 

countries receive more aid but that this effect has increased in recent times. This variable, as 

mentioned earlier, functions mostly as a control variable for scale effects and should therefore 

not get any real interpretation.  

The coefficient for the country dummy is as expected positive and significant the whole 

period. The effect of coefficient ranges from 2.2 to 3.2. Similarly, this variable function 

mostly as control variable for the fact that Iraq has received very large assistance in form of 

aid the recent years with the purpose of reconstructing the country after the war between the 

U.S. and Iraq.  

 

  Figure 3: Rolling estimation of time-varying coefficient of the Tobit model 

     

 

The coefficient of the political terror variable (figure 4) is positive the entire period. However, 

coefficient is only statistically significant at the five percent level in 2011 and 2012. The 

effect of the variable is close to zero until 2010-11 where coefficient shows an upward trend. 

If political violence would increase by one unit in the average recipient country it would result 

in a 4.7% increase in aid per capita in 2005 and a 27.8 % increase in 2012. The corresponding 

coefficient for the average donor in table 1 is 0.07 but it is not statically significant. The 

negative sign of coefficient implies that donors give aid to recipients who less concerned with 

the human rights situation in their country. This result can seem a bit ambiguously, that a 
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donor would give more aid to recipients who violate human rights. However, the coefficient 

can’t be considered statistically significant for much of the period and together with the 

insignificant results in table 1, the variable will treated as insignificant and can’t explain aid 

allocation behavior in the MENA region for the average donor.  

The time-varying coefficient of the UN voting variable is negative through the considered 

time span and shows a somewhat volatile development until 2008 where the coefficients 

shows a stable upward pattern. According to the sign of the time-varying coefficient, donors 

give less aid to recipients who are more political alike. The reason for this negative sign could 

be that the donors don’t care about voting patterns of the recipients in the UN General 

Assembly. Still, if a recipient would increase its similarity in political questions with the 

average donor by one percent aid per capita would be reduced by 1.16% on average in 2006 

and by 0.33% on average in 2011. The corresponding time-constant coefficient is 0.38, but it 

not statistically significant.  

 

Figure 4: Rolling estimation of time-varying coefficient of the Tobit model 

   

 

The coefficient for the interaction term between France and the colony variable (figure 5) is 

significantly positive, as expected, and show a constant smooth trend. The trend is stable 

around 3.2-3.3 which is close to the value of the time-constant coefficient (3.05), indicating 

that France have been given around 320% more aid to its former colonies. The coefficient is 

statistically significant at the 5 percent level throughout the whole period. The coefficient for 

the interaction term between the U.K. and colony variable (figure 5) is negative but 

statistically insignificant. The coefficient in 2012 is the most “significant” result and the value 
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of the coefficient is -0.92 compared to -0.49 of the time-constant coefficient in table 1. Both 

the time-varying and time-constant coefficient has a negative sign which indicates that the 

U.K. gives less aid to its former colonies. However, neither the time-varying coefficients nor 

the time-constant coefficient can’t be concluded due to the fact both of the coefficients impact 

on aid allocation in the region could be zero for the whole considered period.  

 

Figure 5: Rolling estimation of time-varying coefficient of the Tobit model 

 

 

 

The time varying coefficient for the interaction term between the War on Terror variable and 

the U.S. show a upward trend. The coefficent is statically significant in 2009-2012. In 2012 

the coefficient was 1.59 which is higher than the contant coeffcient in table 1 (1.35), 

suggesting that the effects of 9/11 on US aid to the MENA region was higher in 2012 then the 

average of the time period 1990-2012. Yet, the development illustrates that the effect of the 

coefficient is increasing. 
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5. Conclusions                                                                                 

The allocation of ODA in the MENA region has not been given much attention in the aid 

literature, despite the fact that the region has an immense economic, strategic and political 

importance in the world. This thesis contributes to the vast literature on aid by explaining how 

different aid policies influence the allocation of aid in the MENA region and how these 

policies have developed through time. This thesis improves the previous work on the subject 

by utilizing a time-varying coefficient model in order to explore the dynamic pattern of each 

objective of aid. The results show that the impacts of some of the aid policies are time-varying 

and that the dynamic pattern of aid policies in the MENA region is of significance. Therefore, 

just applying the constant parameter model might result in misleading analysis of the 

estimates. The aid allocation process in the MENA region appears to be motivated by a 

combination of objectives. The findings of this thesis show that different foreign policies 

determine aid allocation and that some of these have different significance for the donors. The 

average donor takes recipients’ needs into account when allocating aid in the MENA region. 

Yet, its impact has lost importance in explaining aid allocation behavior for the average donor 

in recent times. Thus, poverty reduction is still an objective for the donors but its impact on 

aid allocation in the region has decreased with time. The trend suggests that it might decline 

in the forthcoming years for the average donor in the MENA region. Recipeints’ needs have 

been proven to be more important for aid allocation in the U.K. when compared to the 

average donor. It is important of explicitly recognizing that development and humanitarian 

objectives are not the only national interest at stake when donors allocate aid.  

Commercial linkage between the donors and recipients is significant in explaining aid 

behaviour in the region. Foreign aid is biased towards recipients that have more trade with the 

donor, ceteris paribus. However, commercial consideration in aid allocation has experienced a 

negative trend since 2006 in the MENA region. Hence, commercial interest is still an 

important factor in explaining aid allocation in the region but its influence has deteriorated 

during the period. The trend indicates that the impact of commercial interests on aid allocation 

will decline in the future. The results also show that France is significantly more influenced 

by commercial interest than the average donor. Thus, they are more selfish than the average 

donor. Yet, it’s worthy to point out that a robust relationship between the trade variable and 

the donors doesn’t automatically indicate that aid is not at the same time humanitarian in 

nature just that it might not be given to those who need it the most.  
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The democratic status of the recipient affects the amount of ODA it will receive from the 

donors. Ceteris paribus, a relatively more democratic recipient will receive more aid than 

those who are more dictatorial.  This influence is significant at the 1 percent level through all 

regressions. There’s also a positive significant difference between the US and the average 

donor, implying that the US values democracy higher in aid allocation decision than the 

average donor. This objective could be considered as a reward for more democratic 

institutions but it also might be method to promote the ideas of the western world in the fight 

for geo-political influence in the region. The trend of the democracy objective shows a stable 

rising pattern, indicating that the donor might take more consideration of the democratic 

status of the recipient when allocating aid to the MENA region in the forthcoming years. The 

variable measuring oil production turned out to be significantly negative in all regressions. 

The fact that more oil rich countries receive less aid, ceteris paribus, may mean that donors 

are trying to help recipients with low oil production per capita to increase their oil production. 

However, there is no actual preference to oil rich countries in the MENA region for the 

average donor. The estimates show that the average donor does not allocate aid strategically 

to oil rich countries. Moreover, the colonial status of the recipient has an effect on aid policy 

for the former colonies of France but not for the former colonies of the U.K. If the recipient is 

a former colony of France it will receive around 355% more aid on average compared to a 

recipient who is not a former colony of France. The trend of the coefficient for the former 

colonies of France could be considered as time-invariant. 

The human rights situation in the recipient countries can’t explain allocation behavior for the 

average donor, which may be a finding in itself. However, the interaction term between PTS 

and Germany turned out to be positive and significant, thus if political violence would 

escalate in a recipient country they would receive more aid from Germany. Yet, the 

interpretation of the variable could serve as a proxy for recipients need e.g. a country that 

suffers from political violence receives more aid could be a result of the efforts to improve the 

weak respect for human rights in the country. Another explanation of the positive sign could 

be that the recipients with the worst political terror score are also the least developed ones, 

therefore, aid goes to the recipients with the biggest need of aid. According to the trend, the 

human rights situation can explain aid allocation in the MENA region from 2010 and onward. 

Nevertheless, the human rights situation in the recipient country is assumed to not exert a 

relevant influence on aid for the average donor to the MENA region.  
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The UN voting relationship between each donor-recipient pair has a negative effect on 

received aid but it’s only significant at the five percent level in the first specification and 

becomes statistically insignificant in the other ones. This finding is remarkable since it’s in 

contradiction with the results of previous literature (Alesina and Dollar, 2000). On the other 

hand, trend of the variable is also going towards zero, indicating that the voting similarity in 

the UN General Assembly don’t affect the average donor aid allocation behavior in the 

MENA region. Yet, the trend of the variable also shows that the UN voting had a negative 

impact on received aid in the region in 2005-2010. Nevertheless, the trend is going towards 

zero. This might be regarded as a positive result, as it indicates that political interest doesn’t 

affect aid allocation in the MENA region. The WoT variable shows that the MENA region 

has received exceedingly large quantities of aid from the U.S. after the 9/11 attacks. This 

proves that the U.S. has increased aid to the region since the 9/11 attacks to tackle security 

issues in the region. The population variable confirms the fact that less populous countries 

receive more aid, ceteris paribus.  

There are also significantly differences of aid allocation pattern among the recipients. During 

the time period 1990-2012, recipients with a small oil production per capita received aid 

according to their income levels and colonies ties to France. In contrast, aid allocation in 

recipient countries with vast oil production per capita can be explained by their oil production, 

income levels, population, commercial linkages, colonial ties with France and the human 

rights situation. Colonial ties with France and the recipient countries income levels can 

explain aid allocation in the whole MENA region but the average donor is more affected by 

self-interest when allocating aid to the recipients with vast oil resources in the region. 

The results of this thesis show that the average donor is influenced by commercial interests in 

their aid allocation behavior. The strategic interest of the average donor doesn’t influence its 

aid policy in the region. The effect of the trade variable and the negative sign of the oil 

production variable indicate that that the donors are not as strongly influenced by commercial 

and strategic interests as would be expected but the commercial interest still explain 

quantitative changes in aid to the MENA region. However, the impact of commercial interest 

on the aid policy in the MENA region has deteriorated since 2006 and the trend doesn’t 

appear to be changing. The strategic interests of the donors have not been increasing during 

the period but quite the contrary; the elasticity of oil production per capita has increased since 

2008. Therefore, one could argue that the donor’s self-interests are becoming less important in 
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the MENA region as we move closer to present time. Yet, commercial linkages only affect aid 

allocation in oil rich countries which indicates that commercial interests are more important in 

countries with high oil production per capita. Recipients need and merits are both objectives 

that influence the aid policy in the MENA region and the impact of having more democratic 

institutions is increasing in the region while the trend for the impact of recipients needs has 

been declining since 2010. 
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Appendix 
 

Table 3 – Summary statistics 

Variable Obs Mean Std. Dev. Min Max 
Aidpc 1610 8.370757 25.66516 -.8735855 404.2354 
Gdpc 1610 171.7137 97.43543 2 336 
Polity 1610 -4.335404 4.206367 -10 7 
Pop 1610 2.16e+07 2.13e+07 589924 8.07e+07 
Trade 1610 .0009352 .0015386 0 .0154179 
UN vote 1610 .5527432 .203151 0 .9693878 
Oilpc 1610 .0328448 .0502213 0 .1769411 
PTS 1610 3.099379 .9571618 1 5 

 

 

Table 4 – Correlation matrix

 

 

Table 5 – Time-varying coefficients of the rolling method 

             GDP Polity Trade Oilpc Pop 
2005      -.1111054 .3392416 .1481033 -.1941032 -.7134887 
2006      -.1324049 .5677451 .2086957 -.1652078 -.6247382 
2007      -.1051689 .6724735 .1999836 -.1776602 -.5633772 
2008      -.0939352 .7963848 .1808321 -.1671452 -.5559258 
2009      -.1261957 .9042795 .1192149 -.1870445 -.6162663 
2010      -.1550051 1.077831 .092346 -.2024131 -.5970919 
2011      -.1007526 1.143035 .0906205 -.2384128 -.7610222 
2012      -.0586777 1.118745 .04397 -.2537638 -.7546923 
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Table 6 – Time-varying coefficients of the rolling method 

         Iraq PTS UN voting France 
colony 

UK colony WoT 

2005     2.257467 .0478831 -.9808393 3.277984 -.2797505 -.1628205 
2006     2.617587 .0442246 -1.167167 3.295687 -.2995465 .043608 
2007     2.829604 .0571481 -.8885149 3.279713 -.395681 .360316 
2008     2.876339 .0890474 -1.148606 3.30384 -.4261412 .3661569 
2009     2.930073 .0785014 -.9877377 3.339197 -.4623687 .6853156 
2010     3.1146 .0974559 -.789252 3.319923 -.767143 1.019257 
2011     3.193162 .2186746 -.3395766 3.142948 -.8569757 1.547009 
2012     3.196129 .2785562 -.2318713 3.127338 -.9216339 1.579581 

    

 

Table 7 – Data description 

Variable	   Definition	   Source	  
Aid	   ODA	  Commitments	  divided	  

by	  the	  population	  of	  the	  
recipient	  country.	  
Measured	  in	  2011	  dollar.	  

OECD	  Development	  Aid	  Committee	  
database	  (international	  development	  
statistics)	  

GDP	  per	  capita	   Real	  GDP	  per	  capita	  in	  
constant	  dollar	  (2011)	  of	  
the	  beneficiary	  country.	  

World	  Bank’s	  World	  Development	  
Indicators	  and	  Penn	  World	  Table	  

Trade	   Bilateral	  exports	  +	  imports	  
divided	  by	  the	  donors	  GDP	  

OECD	  trade	  database	  and	  OECD	  
Main	  Aggregates	  

Oil	  production	   Thousand	  barrels	  per	  year	  
divided	  by	  the	  population	  
of	  the	  producer	  country.	  	  

United	  States	  Energy	  Information	  
Administration	  

UN	  voting	   Voting	  similarity	  index	  (0-‐
1)	  computed	  as	  total	  
number	  of	  votes	  where	  
both	  states	  agree	  divided	  
by	  total	  number	  of	  joint	  
votes.	  

Anton	  Strezhnev;	  Erik	  Voeten,	  2013,	  
"United	  Nations	  General	  Assembly	  
Voting	  Data",	  
http://hdl.handle.net/1902.1/12379	  
UNF:5:s7mORKL1ZZ6/P3AR5Fokkw==	  
Erik	  Voeten	  [Distributor]	  V7	  [Version]	  

Political	  terror	  scale	   A	  5-‐level	  “terror	  scale”	  of	  
the	  recipient	  country	  
evaluated	  on	  certain	  
criteria’s.	  	  Ratings	  are	  
based	  on	  US	  State	  
Department	  reports.	  

www.politicalterrorscale.org	  
	  

Polity	   The	  level	  of	  democracy	  of	  
the	  recipient	  country	  
evaluated	  on	  certain	  
criteria’s.	  Values	  ranging	  
from	  -‐10	  to	  +	  10	  	  

Systemic	  peace,	  Polity	  IV	  database	  

Colonial	  dummy	   A	  dummy	  variable	  that	  is	  
equal	  to	  one	  if	  the	  

Authors	  own	  estimation	  
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recipient	  was	  part	  of	  either	  
the	  French	  or	  the	  UK	  
colonial	  empire.	  

Population	   The	  recipients	  population	   World	  Bank’s	  World	  Development	  
Indicators	  

 

 

Table 8 – Country coverage 

Countries Freq. Percent Cum. 
    
Algeria 115 7.14 7.14 
Djibouti 115 7.14 14.29 
Egypt 115 7.14 21.43 
Iran 115 7.14 28.57 
Iraq 115 7.14 35.71 
Jordan 115 7.14 42.86 
Lebanon 115 7.14 50.00 
Libya 115 7.14 57.14 
Morocco 115 7.14 64.29 
Oman 115 7.14 71.43 
Saudi Arabia 115 7.14 78.57 
Syria 115 7.14 85.71 
Tunisia 115 7.14 92.86 
Yemen 115 7.14 100.00 
    
Total 1,610 100.00  
 

 

Table 9 – Coefficient of the Fixed-effects model 

 (1) 
Gdpc (LN) -0.00181 
 (0.0471) 
L.polity_d 0.126 
 (0.207) 
L.ln_trade 0.119* 
 (0.0651) 
L.ln_oilpc 0.389*** 
 (0.134) 
ln_pop 1.531*** 
 (0.549) 
L.ln_votingshare3 -0.903*** 
 (0.319) 
L.ln_pts -0.00896 
 (0.210) 
us_wot -0.680 
 (0.416) 
Constant -22.54** 
 (8.735) 
R-squared 0.057 
Observations 1,540 
Notes: The dependent variable is the log of bilateral aid per capita over the period 1990-
2012. All estimations are done with Fixed-effect model. Robust standard errors in parentheses. 
*** p<0.01, ** p<0.05, * p<0.1 
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Figure 6 

A. World confirmed crude oil reserves by region.  B. MENA confirmed crude oil reserves by country 

	   	  

Source:	  OECD	  (2012b)	  

 


