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ABSTRACT

Ever since the UN Summit agreed on the MDGs in 2000, OECD/DAC member
countries have taken poverty reduction as the main goal of their aid. To achieve this goal,
all donors and recipient countries agreed on the Paris Declaration on Aid Effectiveness in

2005. To monitor and evaluate the progress in the targets of the Declaration, all donors and
recipients got together periodically, and the 2011 conference was held in Busan, Korea. As
part of this effort, this paper aims to assess the extent to which DAC donors have allocated
their aid to achieve the MDGs during the latest millennium era: 2005-2009. In addition, to
compare the aid allocation performance between DAC members and non-DAC emerging
donors, this paper also assesses the aid allocation performance of Korea (KOICA) for the
same period. The analysis of this paper shows evidence contrary to the recent literature

findings that donors tended to select, as their aid recipients, those countries that warranted
more aid on account of their acute development needs, and good policies and institutions.
The difference between the recent literature and this paper is attributed to the different

sample periods and/or the weaknesses of the estimation models and methods adopted in the
literature. This paper shows why a different estimation method is adopted and why its

estimation

results are more reliable and convincing. This paper also shows the difference

between DAC and non-DAC donors in the aid allocation performance by analyzing aid
allocations by the representative aid agency of Korea (KOICA), and recommends some
policy measures to be taken by both DAC and non-DAC donors.
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{Table1> Sample Statistics: DAC Members

So] B8 EAZ s

==

Variable Observation Mean Std. Dev. Min Max

Real ODA(USD million) 12082 17.69824 | 110.1302 | -1283.653 | 7313.59
Real GDP per capita(USD '000) 15246 3.23539 | 3.542561 | 0.107870 | 25.73399
Real GDP per capita squared

o 15246 23.01666 | 5321112 | 0.011636 | 662.2383
(USD million)
Infant mortality 15620 43.51056 | 32.25701 44 139.8
Infant mortality squared 15620 2933.617 | 3930.598 19.36 19544.04
Civil liberty & Political rights 15488 8.473011 | 3.560369 2 14
Govt. Effectiveness 15906 -0.47266 | 0.714210 | -2.495002 | 1.562213
Population(million) 15950 37.05917 | 1451209 | 0.009694 | 1331.46
Population squared(trillion) 15950 22432.12 | 1772283 | 0.000094 | 1772786
Real Export to the donor(USD '000) 15136 695651.1 | 7279664 | 0.001881 | 3.28E+08
Real Export to the donor Squared

. 15136 535E+13 | L78E+15 | 3.54E-06 | 1.08E+17
(USD million)
Real Import from the donor(USD '000) 15837 386852.7 | 3345996 | 0.000653 | 1.40E+08
Real Import from the donor Squared

o 15837 1.13E+13 | 347E+14 | 427E-07 | 1.95E+16
(USD million)
Real FDI from the donor(USD million) 8959 76.0009 423.8621 0 14584.12
Real FDI from the donor Squared

. 8959 185415.2 | 3198529 0 2.13E+08
(USD trillion)
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(Table 2> Sample Statistics: Korea(KOICA)
Variable Observation Mean Std. Dev. Min Max

Real ODA(USD million) 618 1.602033 | 4.585735 | 0.002488 | 73.82921
Real GDP per capita(USD '000) 723 3.957579 | 5.096368 | 0.107870 | 36.35879
Real GDP per capita squared

o 723 41.59947 | 130.7121 | 0.011636 | 1321.961
(USD million)
Infant mortality 740 41.9027 32.53293 22 139.8
Infant mortality squared 740 2812798 | 3896.835 4.84 19544.04
Civil liberty & Political rights 744 8.646505 3.658731 2 14
Govt. Effectiveness 749 -0.391483 | 0.760102 | -2.49500 | 2.267191
Population(million) 745 37.3406 143.5579 | 0.009694 1331.46
Population squared(trillion) 745 21975.51 174972.5 | 0.000094 1772786
Real Export to Korea(USD '000) 765 1002189 4899564 0 7.08E+07
Real Export to Korea Squared

o 765 2.50E+13 | 2.60E+14 0 5.02E+15
(USD million)
Real Import from Korea(USD '000) 765 1243221 6222710 0 8.41E+07
Real Import from Korea Squared

o 765 4.02E+13 | 4.56E+14 0 7.08E+15
(USD million)
Real FDI from Korea(USD '000) 765 48307.47 | 291306.4 0 4937385
Real FDI from Korea Squared

. 765 8.71E+10 1.10E+12 0 2.44E+13
(USD million)
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(Table 3> Regression Results: DAC Members’ Aid Allocations: 2005~09

B-W Model # B-W Model # Combined Model 1 | Combined Model 2
with Donor Dummy(recipient | (recipient needs only) | (with fixed effects) |(without fixed effects)
needs only)(2005~09) (1995, 2000, 2003) (2005~09) (2005~09)
Recipient Fixed Effects Y Y Y N
Time Dummy Y Y Y Y
Donor Dummy Y N Y Y
Common Intercent 66.95768* 400.684* 57.81821* 79.79581*
P (24.68) (3.18) (188) 422)
-0.5679* 116.490* -1.812406* -3.35028*
Real GDP it
cal GDP per capita (-2.48) (-13.17) (-5.13) (-34.96)
Real GDP 0.0144 3.927% 0.07756356* 0.1006789*
per capita squared (1.51) (10.14) 4.7 (15.98)
Infant mortalit -0.0016206 3.632*% -0.0593616 -0.2677984*
Y (-0.02) (2.81) (-0.47) (-21.58)
Infant mortality squared -0.0017854* 0.015* -0.0017314* 0.0030816*
¥ (-3.44) (-1.95) (-2.21) (2841)
Civil liberty & Political 0.0238046 8.940* -0.490909* -0.5949896*
rights 0.21) (3.60) (-3.12) (-22.82)
Govt. Effectivencss -2.315199* 82.453* -1.984915* 5.474277*
' (-4.51) (6.41) (-2.89) (30.78)
Population 0.1850422 13.419* 0.3969686* 0.0901365%
P (1.94) 4.77) (2.89) (25.02)
Population squared -0.0000992 0.012* -0.000157 -0.0000709*
P q (-124) (-6.95) (-1.79) (-22.68)
Real Export 4.32E-07* 4.07E-08
to the donor (2.45) (0.28)
Real Export to the donor -3.90E-15% -2.80E-15%
Squared (-52) (-4.07)
Real Import from the 1.30E-06* 2.29E-06*
donor 4.2) (9.86)
Real Import 3.77E-14* 249E-14
from the donor Squared (2.46) (1.65)
0.0015829 0.0024418*
Real FDI from the donor (1.88) “4)
Real FDI -5.84E-09 -7.35E-08
from the donor Squared (-0.03) (-0.5)
No. of Observations 11,324 11,324 5,540 5,540
Overall Snecification Test Wald Chi2(169)=13172 Wald Chi2(170)=30882|Wald Chi2(36)=23746
P Prob>Chi2=0.0000 Prob>Chi2=0.0000 Prob>Chi2=0.0000

Note: (): t-value for all models; #: Bandyopadhyay and Wall (2007); *: significant at 10% level.



68 | sERmEHE /2011 V

[Figure 1] Relationship between Aid and Significant Squared Variables
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(Table 4> DAC Members' and Korea's Aid Allocation Records: 2005~09

DAC Members | Score % based on Rank Score % based on Rank Average Rank

and Korea Recipient Needs Donor Interests Score %
Australia 12.5 4 50 1 31.25 2
Austria 315 2 16.7 3 27.1 4
Belgium 12.5 4 0 6.3 12
Canada N.A. N.A N.A. N.A N.A. N.A.
Denmark 25 3 16.7 3 20.8 7
Finland 37.5 2 16.7 3 27.1 4
France 37.5 2 16.7 3 27.1 4
Germany 25 3 16.7 3 20.8 7
Greece 50 1 0 5 25 5
Ireland 25 3 333 2 29.2 3
Italy 25 3 0 5 12.5 10
Japan 0 5 50 1 25 5
Luxembourg 12.5 4 333 2 22.9 6
Netherlands 25 3 16.7 3 20.8 7
New Zealand 25 3 333 2 29.2 3
Norway N.A. N.A N.A. N.A N.A. N.A.
Portugal 12.5 333 229 6
Spain 0 5 16.7 3 8.4 11
Sweden 12.5 4 16.7 3 14.6 9
Switzerland 0 5 16.7 3 8.4 11
United Kingdom 0 5 333 2 16.7 8
United States 37.5 2 333 2 354 1
DAC States* 25.0 N.A. 50.0 N.A. 37.5 N.A.
Korea(KOICA)** 12.5 N.A. 16.7 NA. 14.6 N.A.

Note: * No data were available for Canada and Norway.
** Korea(KOICA) was a Non-DAC member country(agency) during the period: 2005-2009.



Az E7FAAE HluE e JAFE
71238kaL 31(25.0%), &I o]ejo]
ghe dFHE7FAE Hud =&
AGE 712382 UTH50.0%).

olelgt 37 A= 7|1EY AT A%
o} AhiteEt) 7] A= 1990t T

L

3} 200018 % DAC 31550] 37
o Wsle] Ase] Waehs oA

Az E7|F0 7128t FUFES A

gste] $HHog Az wEsE A
EEICES
o] Jt}al ghThBerthelemy and Tichit
[2004]; Dollar and Levin[2004]; Claessens
et al[2007];
2007)). 71&¢] AT AM et A

a7 gzl ko] 20004) Ft o]

¢

7d8Kincreasing selectivity)

Bandyopadhyay and Wall

Aol YzuEANS HwE = 4
Z(50.0% ©]2HolA SRSt Qojor &
Aolck. et & AvelN 243 2
= HwF w2 FE25.0%)00th B
oo dxEdEe 53] =
AR Aoy gk} axbgd Bl Qe
hEe] HeAdS AHASHoR uHsia
IA Bt e BoETh

A WAle) 24 Anke Batgzve

(S ghre] oAl gzl
KOICA2] Azuj&o] 283t .
KOICAE ghzo] AlFshe YAd=xY
51%, FARFARS 74%E  AlFsitt
(2008'd). |23+ A& DAC MYt
=9 Sl ghe] AxujEAAS &
Asted DAC 3= A& Hlas}7]
98 Aotk =2 201013l DAC 3]

r
N
o,
o

Fo2 FYRAA, o7l BAG
EAAEE 2005~09'd0]7] wiEo| DAC

NERETE R
WA FUFe] Bao) S
7o) AFE BE, 4T FLSo

Fegtel thete] Azajo] Z7hgich

(e 7S 7AWk o] 34
ZH|RA A AR50 EAZH o7

@L%e] ol ©3le] QT &
=

]

s r*° fr e rlo
fr © Lo
ol
OSL
©

ol B2 Tl dallde x5 2
2AGE FAE POAFES). F
W] ke AN AR fo
3} 42320] ofUth o] A 7HA] YdzHjE
71E1A DAC HIZ=]l d=e) =
HlE g3z 24 DAC Y= A
Hie] @S Ho

DAC 3e=3} vRIZIAZ 3=e] <)

ZHlE A} AF oA ARl 417



74 | sEBmRWE /2011 W

7F 7R SAIA SA7F ATHAlE
). o] HME DAC 35 fAL
s HoAF
Foaro] o]9)S YustE EPWSe]
=4 A B Lo 2HE ¢
go] stAY A FAE Bol sh= 74
o] sl Pxdo] T3tk 5
%74” itk BAAHCR fo3 Al
el fﬂfﬂ FEdolt). F, o
o] =5, d=o] ¥
B
mo

mlo “0{'

Oll
o

[ T

Y m.hj W'

[=
A, oA A4St 95 5L
J33ke) +950 o B
Agd. 2e Bl $EL ]‘—r
o] g gl el 23l
dho] AR AT B

o olojz} FAFhe AxAEAHL

o
%N

O
.(
R

PX &3 i s2

£ o
A

47T gtk T, o] S oFF
Bol st= Fd=el taiM= d=x7t Al

Fot(H(H S AFH) duEA 2>
AAE RHojFErh

At 32 DAC Bl A&
Aol Po s AW AT &
(12.5), =9 o]% AhZ ¥hdst
S SIS EREERES
Rtk 5 4718 Fslel BRI, DAC
3= ZoA Aol 77k YzH)
AHE 7155IATH(14.0).
@o) AzufpaTe Yok =
Aol M} o] BHFED (1)S AHE-8HA
3 A=Y 53 AHES st
(with country fixed effects). ©]&{s+ =4
Ade 795 1PEHNE 1A &
S{(without country fixed effects) E& o]}
FL=re] dank v wdo] =4 2

2

-

M
il

o

o
o N

N

Teh g3 itk 7189 A7elM 7t
7t oE 54 23S JEE A% of9h
e 7|2 2 rdy uhHo] Zokry
o Bel 7IRt= Al vhAl B
Ak A& =W o= 1YEHE 1
HekA] g2 BEE SIS Bl
T aAdads uE 29 4T 7
Tk 22 SAHCE o Wt o
B 5 s3] dU9 IUas
T AV FE I, Foge) 5
=, Te] ARFAL Solnh & =]
Fark a3 ZlZ A3 Feel=
ERED ()7 22 AR Fof



{Table 5> Regression Results: Aid Allocations by Korea’s KOICA: 2005~09

Dependent variable:
Real ODA from
KOREA (KOICA)

Recipient factors+Donor interests model
(GLS hetero)

Recipient factors model #
(GLS hetero)

with fixed effects

no fixed effects

with fixed effects

no fixed effects

Coefficient Coefficient Coefficient Coefficient
(t-value) (t-value) (t-value) (t-value)
. 10.35799% 2.034648* 6.515419* 2.147038*
Common intercept
(6.49) 8.57) (3.82) (8.22)
-0.1099669* -0.068.8568 -0.0975025 -0.045952
2006 dummy
(-2.01) (-0.69) (-1.86) (-0.45)
0.0310567 0.1595098* 0.0253572 0.1708274*
2007 dummy
(0.51) (2.17) (0.43) (2.15)
0.055.0698 0.2743791* -0.0122968 0.245605*
2008 dummy
(0.76) (3.45) (-0.17) (2.77)
-0.3814157* 0.1286754 -0.3004671* 0.0977876
2009 dummy
(-3.57) (1.49) (-2.92) (1.03)
Real GDP " -0.133173 -0.1935965* -0.1354768* -0.172573*
eal er capita
petcap (-183) (-7.64) (235) (-137)
Real GDP per capita 0.0034305 0.005.3325 0.26955 0.0047994*
squared (1.21) (5.63) (1.88) (6.03)
: -0.254558* -0.0286928* -0.1537136* -0.0280329*
Infant mortality
(-7.16) (-6.38) (-4.41) (-6.07)
Infant mortality 0.0010729% 0.0000499 0.0005622* 0.0000367
squared (5.02) (1.83) (3.38) (1.35)
e -0.035.8049 -0.051.5942* -0.0392598 -0.0646364*
Civil/political rights
(-0.87) (-5.3) (-0.93) (-5.93)
Government -0.6914931* -0.7222673* -0.4374569* -0.7698163*
effectiveness (-3.74) (-9.33) (-2.02) (-10.03)
. 0.0865668 0.0239335* 0.0853043* 0.0207888*
Population
(1.86) (10.95) (2.28) (10.6)
) -0.000038 -0.00002.09* -0.00004.06* -0.1588*
Population squared
(-1.02) (-11.36) (-241) (-9.22)
Real Export o K -8.45E-07* 2.3E-07*
eal Export to Korea
P (276) 3.11)
Real Export to Korea 9.06E-15% -1.05E-15
Squared (3.06) (-1.15)
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{Table 5> Continued

Recipient factors+Donor interests model Recipient factors model
Dependent variable: (GLS hetero) (GLS hetero)
Real ODA from with  fixed effects no fixed effects with fixed effects no fixed effects
KOREA (KOICA) Coefficient Coefficient Coefficient Coefficient
(t-value) (t-value) (t-value) (t-value)
Real Import from 7.57E-08 -3.88E-07*
Korea 0.4) (-5.32)
Real Import from -6.41E-16 3.31E-15*
Korea Squared (-0.27) (3.73)
1.72E-06 5.90E-06*
Real FDI from Korea
(1.06) (5.46)
Real FDI from Korea -3.42E-13 -9.54E-13*
Squared (-1.32) ( -5.65)
Number of
Hmber 0 574 574 574 574
observations
Overall Specification | Wald chi’(146)=1637.51 | Wald chiz(l4):315.52 Wald chiz(142):l690.94 Wald chi2(12):336.81
Test Prob > chi*=0.0000 | Prob > chi®=0.0000 | Prob > chi® = 0.0000 | Prob > chi*=0.0000

Note: () t-value for all models; #: Bandyopadhyay and Wall(2007); *: significant at 10% level.
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