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Abstract 
 

This dissertation is composed of three essays with topics related to the 

effect of emerging donors driven competition on aid effectiveness. The first 

essay examines the effect of donor competition on the sector-level aid 

effectiveness. The level of aid fragmentation is employed to measure the 

level of donor competition. By including two explanatory variables – the 

general donor competition level, and the donor competition caused by 

emerging donors - the effect of the overall donor competition as well as the 

emerging donors driven competition are examined to provide the sector-

level implications. The second essay accounts for the changes in the aid 

allocation behavior of traditional DAC donors in response to the general 

donor competition as well as to the emerging donors driven competition. 

Besides identifying the behavioral changes of traditional donors, the 

mediation effect of such changed behavior on aid effectiveness is analyzed 

with causal mediation analysis. Lastly, the third essay qualitatively analyzes 

the recipient perspective on the rising donor competition in the foreign aid 

field. By applying Theory Based Evaluation method, the analysis is carried 

out in focus of the increased ownership of recipients with the increase of 

donor competition. While each essay has its own implications, the three 

essays as a whole aimed to provide an overarching explication of the 

relationship between donor competition (especially the one led by emerging 

donors) and aid effectiveness.  
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Chapter 1. Introduction 
 

The era of SDGs has arrived and we live in the world where the lines 

between ‘traditional donors,’ ‘emerging donors,’ and ‘recipient countries’ 

are blurred. The architecture of international development has evolved from 

a traditional North-South paradigm, while the providers of South-South 

development cooperation (SSDC) are being recognized as the significant 

new actors by the international society 1 . Indeed, there has been an 

awareness of the changing development landscape, and the needs to increase 

the relevance of the Development Assistance Committee (DAC) in OECD 

has been acknowledged (Zimmerman & Smith, 2011). At the same time, the 

2030 Agenda for Sustainable development (that includes 17 Sustainable 

Development Goals) emphasizes “all countries and all stakeholders, acting 

in collaborative partnership” to implement the plan (UN, 2015). This new 

global agenda also remarks the importance of international public finance to 

mobilize private resources in addition to the public resources (UN, 2015). 

The global agenda has clearly shifted to emphasize the ‘development 

effectiveness’ 2  that can be achieved with diversified stakeholders and 

resources, for which a development of new norms and institutions is 

necessary in order to embrace the new dynamics of the field.    

While the opinions on ‘emerging donors’ vary from utterly hostile to 

exceedingly optimistic, they all commonly acknowledge the growing 

significance of the new actors in the field. On one hand, aid from emerging 

                                           

1 Although the Paris Declaration did not address these new actors, the 2008 Accra Agenda 

for Action recognized their importance as a “valuable complement” to North-South 

Cooperation; The Bogota statement, endorsed at the High Level Event on South-South 

Cooperation and capacity development in March 2010 called for greater role for and 

increased effectiveness in South-South cooperation; Inclusion of these new actors on shared 

principles and differential commitments was once again emphasized during the 4th High 

Level Forum in Busan (Simith, Fordelone, and Zimmermann, 2010; OECD, 2011). 

2 ‘Development effectiveness’ rather than ‘aid effectiveness’ is emphasized during Busan 

High Level Forum. 
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donors is regarded as a “threat to healthy, sustainable development” (Naim, 

2007, p. 95), working against the normative framework established by 

OECD DAC, which has guided the donors’ behaviors (Rowlands, 2008; 

Grimm, Humphrey, Lundsgaarde, & Souza, 2009). There are also concerns 

over the debt sustainability of recipients (Manning, 2006), exacerbated aid 

fragmentation and stress on aid receiving capacity (Kragelund, 2008, 

Burcky, 2011, Annen & Moer, 2012). More nuanced views that the rising 

new donors can coexist with the traditional donors are also found (Woods, 

2008; Reisen, 2007) as they “do not appear to be seeking to undermine the 

functioning of the Bretton Woods system, and they continue to draw support 

from the traditional donor organizations, including the World Bank” (Chin 

& Quadir, 2012, p. 501) On the other side of the spectrum, more optimistic 

views include that emerging donors have better understanding of problems, 

needs and constraints faced by developing countries (Rowlands, 2008; 

Cabral & Weinstock, 2010; Smith, Fordelone, & Zimmermann, 2010), 

therefore can deliver more cost-effective aid, emphasizing mutual benefit 

and respect for national sovereignty (Rampa & Bilal, 2011; Kharas & 

Rogerson, 2012).   

Although the new actors and the additional resources are increasingly 

acknowledged by the international society, there is still a lack of 

understanding of how these ‘emerging donors’ influence the existing 

international development cooperation model predominantly led by DAC. 

Many literatures recognize the competitive pressure introduced into the 

existing development assistance arena, and the possibility of such 

competition challenging the existing system and paradigm (Woods, 2008; 

O’keefe, 2007; Hammad & Morton, 2009; Kragelund, 2012; Carbonnier & 

Sumner, 2012). However, they fail to answer how the competitive pressures 

influence the behaviors of traditional donors and recipient countries, and the 

level of aid effectiveness. Discussions over the competitive pressure brought 

from the emerging donors are either “largely focused on the institutional 

level with the tension between high-level directives to engages with 

emerging donors” (Walshe Roussel, 2013, p. 804) or often focused on 

specific regions (i.e. Africa continent) (Kilama, 2016; Kragelund, 2012). 
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The studies that evinced the increased recipient ownership or needs-based 

targeting with emerging donors driven competition have suggested the 

positive effect of emerging donors on the improvement of aid effectiveness, 

but they lack empirical analysis to support such argument (Kagame, 2009; 

Moyo, 2009; Walshe Roussel, 2013; Sato, Shiga, Kobayashi, & Kondoh, 

2011).  

In this regard, the following three essays attempt to provide new 

perspectives on the existing discussions and concerns of emerging donors by 

providing empirical analysis of the effect of emerging donors driven 

competition on aid effectiveness. The conceptual framework of this 

dissertation composed of the three essays is depicted in the figure below.  

 

[Figure 1: Conceptual Framework of the Research] 

 

 

 

The following three essays are developed around the central research 

question: what is the effect of donor competition, especially the one driven 

by emerging donors, on aid effectiveness; and what is the causal mechanism 

behind their relationship? More specifically, the first essay examines the 

effect of donor competition on the sector-level aid effectiveness. The level 

of donor competition and emerging donors driven competition are measured 

with aid fragmentation index. It is hypothesized that the emerging donors 

driven competition as well as the general donor competition led by all 
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donors do not necessarily have a detrimental effect on aid effectiveness, 

especially when examined in the sector-level. Such hypothesis is based on 

the criticism made on the use of GDP as a measure for aid effectiveness (De 

& Becker, 2015; Feeny & Ouattara, 2009), and also on the evidences 

provided by previous literature that has prospected positive outcome from 

the increasing activities of emerging donors such as improved recipient 

ownership and better needs-based targeting (Walshe Roussel, 2013; Sato et 

al., 2011).  

The second and third essays aim to delve into the causal mechanism of 

the relationship tested in the first essay. The second essay empirically 

studies how the traditional donors respond (in terms of aid allocation) to the 

competitive pressures in general and to the one brought by emerging donors. 

The effort is further made to analyze the mediation effect of the DAC 

response on aid effectiveness, which failed to provide meaningful findings. 

The third essay, which is qualitatively analyzed, focuses on the perspective 

of recipient countries, exploring how the aid competition brought from the 

emerging donors affect the recipient country’s ownership and decision 

making process. The mediation effect of recipient behavior on aid 

effectiveness is also discussed theoretically by applying the method of 

theory of change based evaluation. 

Each of the essays provides its own implication, but as a whole, they 

are aimed to provide an explication encompassing the causal mechanism 

behind the relationship between donor competition and aid effectiveness.  
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Chapter 2. [Essay 1] Emerging Donors 

driven Competition and the Sector-Level 

Aid Effectiveness  
 

 

2.1 Background and Research Question 
 

It has been decades that donor competition and aid fragmentation have 

become a crucial issue in the field of international development cooperation, 

and the number of donors per a recipient is still increasing. There has been a 

variety of researches carried out on the topic of donor competition or aid 

fragmentation, and their possible effects on aid effectiveness. Many 

practitioners and researchers evinced worrisome perspectives on the 

detrimental effect that aid fragmentation can bring on to the aid 

effectiveness (Annen & Moers, 2016; Annen & Kosempel, 2009; Djankov et 

al., 2009; Knack, 2008; Mori & Sawada, 2012).  

Such concerns are intensified when the non-DAC (or non-traditional) 

donors emerged into this scene of the already intensified donor competition. 

Indeed, it is frequently discussed that the entering of diverse non-traditional 

donors into the field of international development cooperation would 

augment donor competition and exacerbate the level of aid fragmentation. 

As Kilama (2016) has put it quite straightforwardly that “conflict between 

traditional donors and emerging donors is almost inevitable” (p. 532), it can 

be easily assumed that the emergence of new donors will inescapably lead to 

the rise of donor competition. Nonetheless, it is not the ‘competition’ itself, 

but the effect of such augmented competition on aid effectiveness should the 

focus of interest rest on.  

Most of the empirical studies regarding the donor competition and aid 

effectiveness so far have dealt with the recipient-country level aid 

fragmentation often without including the data of emerging donors. Both the 

effect of emerging donors as well as the sector-level aid effectiveness have 
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been overlooked, perhaps due to the difficulty in data collection as well as in 

selecting indicators to measure the sectoral aid effectiveness. However, such 

difficulty should not oust the weight of attention that the effect of emerging 

donors and the sector-level analysis deserve.  

In terms of the effect of emerging donors, it is certainly worth the effort 

to look into the data that is available considering the increasing emphasis on 

the effect of emerging donors. The aid data of emerging donors might be 

insufficient and imperfect compared to the ones that are reported to the 

OECD CRS system. Despite the deficiency in data, incorporation of the 

available information into the analysis would provide valuable insights even 

if it does not have an explanation that represent every aid event of emerging 

donors.  

The sector-level investigation of the effect of aid fragmentation on aid 

effectiveness is essential as much as the country-level research. It is true that 

the ultimate objective of aid is the poverty reduction and economic growth 

in the recipient country. However, quite obviously, the ‘effect’ of aid is 

expected to be observed first in the sector-level before being embedded into 

the country-level economic growth, especially considering the fact that most 

of the aid programs are provided as the sector-level programs. Moreover, 

only a few of the improvements in sectors will be captured in near term 

GDP, and even the captured improvements are likely “to be drowned out by 

fluctuations in weather, political disturbances, traded goods’ prices, and a 

myriad of other factors” (De & Becker, 2015, p.5). When sectoral 

effectiveness is taken into a consideration, concluding on the aid 

effectiveness based on the level of country-level fragmentation could be 

very much biased, because the fragmentation level of the sectors does not 

always correspond with the country level fragmentation. There also can be a 

discrepancy between the sector-level aid fragmentation and the country-

level aid fragmentation. A highly fragmented recipient country can have 

sectors that are not fragmented as much, while a country with a low country-

level fragmentation can have highly fragmented sectors. The Table 1 and 2 

below demonstrates how the countries with high country-level aid 

fragmentation do not necessarily have the high sector-level aid 
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fragmentation in the Social Infrastructure sector1.  

 

Table 1 Countries with High Aid Fragmentation 

2000-2002 2003-2005 2005-2008 2008-2010 2011-2013 

Cambodia 

(88.0) 

Mozambique 

(88.2) 

Nepal  

(87.4) 

Bolivia  

(87.5) 

Somalia  

(83.5) 

Tanzania  

(87.2) 

Tanzania  

(87.8) 

Mozambique  

(86.7) 

Mali  

(86.1) 

Mongolia 

(82.4)  

Nicaragua  

(87) 

Cuba  

(84.9) 

Bosnia-

Herzegovina (86.1) 

Niger  

(83.1) 

Mozambique 

(82.4) 

Rwanda  

(85.8) 

Palestinian Adm. 

Areas (84.6) 

Nicaragua  

(85.2) 

Nicaragua 

(83.1) 

Cambodia 

(82.3) 

Mali  

(85) 

Kenya  

(83.8) 

Rwanda 

(84.8) 

Myanmar 

(82.2) 

Laos  

(82.2) 

 

Table 2 Countries with High Sector-Level Aid Fragmentation  

(2000-2013 Mean) (Social Infrastructure Sectors2) 

Education Government Water/San Health&Pop 

Kenya (79.60) Uganda (83.04) Ethiopia (68.40) Bolivia (77.47) 

Palestinian Adm. 

Area (79.24) 

Cambodia (81.93) Tanzania (62.28) Laos (74.35) 

Congo, Dem. 

Rep. (76.83) 

China (80.86) Mozambique 

(61.29) 

Nicaragua 

(73.12) 

Vietnam  

(76.29) 

Bosnia_Herzegovina 

(80.24) 

Mali (60.90) South Sudan 

(72.56) 

Guatemala Palestinian Adm. Indonesia (60.06) Mozambique 

                                           

1 Countries with the highest aid fragmentation of each sector are provided in the Appendix. 

Social Infrastructure sectors are selected as an example in the [Table 2]. 

2 Countries with high sector-level aid fragmentation of other sectors are provided in the 

Appendix. 
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(76.12) Area (80.16) (72.28) 

 

With an objective to provide additional insights into the previous 

studies of donor competition and aid effectiveness, this paper examines the 

effect of donor competition (measured with aid fragmentation) as well as of 

the emerging donors’ contribution to such donor competition on aid 

effectiveness in the sector-level. The hypothesis tested in this research is that 

donor competition (with the new donors taken into account) conveys 

different effects on aid effectiveness when the analysis is zoomed into the 

sector-level. Both the country-level donor competition and the sector-level 

donor competition are employed in the regression analysis of the sector-

level aid effectiveness, which is measured with various development 

indicators. The emerging donors’ contribution to both country-level and 

sector-level donor competition are calculated and included in the model to 

examine their effect on the sector-level aid effectiveness.  

 The first essay (Chapter 2 of the dissertation) is composed as 

follows. The next section introduces previous literatures on aid 

fragmentation and aid effectiveness. Discussion on the definition of 

‘emerging donors’ and the classification of the emerging donors made by 

previous studies follow in the next section. The section 2.4 introduces data 

and estimation model. In section 2.5, the result of the empirical analysis is 

discussed focusing on the patterns of the effects observed in each sector and 

in each sector-category. The conclusion with policy implications follows in 

the last section (2.6).  

 

2.2 Donor Competition and Aid Effectiveness  
 

With the increasing number of donors per a recipient, donor 

competition and aid effectiveness have begun to attract much of an interest 

as an important factor that has an effect on aid effectiveness.  

Accordingly, studies on aid fragmentation range from the ones that 

examine the cause of the aid fragmentation to the ones that analyze the 

effect of such aid fragmentation on aid effectiveness. To verify the cause of 



9 

 

aid fragmentation, Annen & Moers (2016) developed a model that offers an 

explanation for aid fragmentation led by donor competition for aid impact. 

Regarding the relationship between aid fragmentation and aid effectiveness, 

Annen & Kosempel (2009) and Djankov, S., Montalvo, J. G., & Reynal-

Querol, M. (2009) present the empirical evidence with the aid-growth 

regressions with the interaction term between aid and aid fragmentation, 

suggesting that aid fragmentation reduces aid effectiveness. Knack (2008) 

has also argued that donor fragmentation as a result of donor competition 

erodes aid effectiveness. Kimura, Mori & Sawada (2012) reversely 

demonstrates how aid concentration positively affects economic growth, 

therefore, favors the hypothesis that aid fragmentation has a negative effect 

on the economic growth of recipient countries. Such arguments bolster 

Fallon & da Silva (1994) stating that donor driven competition for skilled 

counterparts in local administration deprives the capacity of partner 

government to effectively manage its administration. It is also understood 

that fragmented aid incurs higher transaction costs of aid for recipient 

countries while the donor fragmentation negatively affects the bureaucratic 

quality in recipient countries (Brautigam, 2000; Knack & Rahman, 2006). In 

line with Brautigam (2000), Acharya, Fuzzo de Lima & Moore (2006) also 

argues the increase of transaction costs due to the proliferation of donors as 

well as aid fragmentation on the recipient side. 

 The concerns over the donor competition and aid fragmentation 

seem to be heightened with the entrance of emerging donors in the field. 

Indeed, the aid provided by the emerging donors are increasing as shown in 

Figure 1, and the increased aid competition due to the entering of emerging 

donors has been feared by the traditional DAC donors for its possible 

negative effect (Naim, 2007; Paulo & Reisen, 2010; Tan-Mullins, Mohan, & 

Power, 2010; Kim, 2009; Mitchell, 2011). The aggravated aid fragmentation 

is one of the possible negative effects of the rise of emerging donors, and 

Kilama (2016) has examined how traditional donors aid allocation behavior 

respond to China’s emergence in Africa worsen the aid competition in the 

region. In addition, according to Annen & Moers (2016), because emerging 

donors reinforce existing donors’ interests on ‘relativeness’ when making 
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aid allocation decision, ‘their emergence will inherently lead to more 

fragmented and less effective aid.  

 

Figure 1: Aid Amount from the Emerging Donors 

 

 

On the other hand, there are also positive prospects on the effect of 

emerging donor driven competition. Even the authors who concluded on the 

negative effect of donor competition acknowledge some level of 

competition might be necessary, whereas too little donors can be also 

problematic (Frot and Santiso, 2009; Acharya et al., 2007). Some of the 

studies have found that competitive pressures are “inciting traditional 

donors to re-evaluate their approach to development” (Cok & Gu, 2009; 

Cornelissen, 2009; quoted in Walshe Roussel, 2013, p. 805), therefore 

leading them to reform themselves for better coordinated aid. Kilama (2016) 

expands such argument to emerging donors by writing that “competition 

between donors…could enhance the effectiveness of development aid” as 

both traditional donors and emerging donors could be pushed to reform 

themselves to provide more adequate aid (Kilama, 2016: 532).  

Regardless of the nature of their conclusions on aid fragmentation 
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(either positive or negative), most literatures on aid fragmentation and aid 

effectiveness so far share some common aspects: they look at the effect of 

country-level aid fragmentation on aid effectiveness that is measured with 

GDP growth. Country-level aid effectiveness is certainly important, but such 

measurement of aid effectiveness has certain restraints. First of all, not only 

they have ignored the discrepancy between the sector-level aid 

fragmentation and the country-level aid fragmentation, they have also failed 

to measure the sector-level aid effectiveness that inevitably affects GDP 

growth with different weights (per each sector). Secondly, it is difficult to 

account how much of the improvements in the sectors are captured in the 

level of GDP. In fact, the sector-level aid projects do not all have immediate 

impacts that can affect the national level economic growth. De and Becker 

(2015) has pinpointed such issue by writing that “the idea that education 

projects will affect near term GDP is completely unfounded” (p.5). Lastly, 

as mentioned already, the improvements in the sectors can be diffused due 

to the other contextual factors (i.e. weather, political and economic 

incidences) when reflected in the level of GDP.  

For these reasons, there have been attempts to account for the sector-

level aid effectiveness but in limited cases. De & Becker (2015) assesses the 

allocation and impact of health aid, water aid, and education aid in Malawi 

with the sector-level social indicators. Their approach is similar to my study, 

but different that their study is focused on one country and only the social 

sectors are examined. Feeny & Ouattara (2009) investigates the type of 

economic growth spurred by foreign aid by examining the agricultural 

growth and industrial growth. They share the similar belief that the 

examination of the aid impact on different sectors as “changes in economic 

growth are driven by a wide range of activities within an economy” (p.727), 

but once again, their study is limited to production sectors. In terms of 

sector-level aid fragmentation, Frot and Santiso (2009) provides the 

measurement and comparison of fragmentation in aid sectors, suggesting 

that sector-level fragmentation doesn’t always correspond to country-level 

fragmentation, meaning that a country with low fragmentation level can 

have a sector that is highly fragmented and vice versa. Although their study 
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is restricted to the cross-country comparisons, it certainly calls for the 

analysis of the sector-level fragmentation on aid effectiveness. In this 

regards, this paper examines the sector-level aid effectiveness both with the 

country-level aid fragmentation and the sector-level aid fragmentation.   

In terms of the studies on emerging donors, not many attempts were 

made to empirically prove the effect of the emerging donors on aid 

effectiveness. The studies on the effect of competition driven by emerging 

donors on aid effectiveness are scarce, and the existing ones are mostly 

qualitatively analyzed, focusing on a specific region or country (Walshe 

Roussel, 2013; Sato et al, 2011). One of the main reasons for the lack of 

studies on emerging donors’ effect might be the limited data source 

available for emerging donors. In this paper, although the data of emerging 

donors are not as sufficient as the ones of the DAC donors, I incorporated 

the contribution of emerging donors on the donor competition index (aid 

fragmentation index) in the regression analysis, in order to grasp the effect 

of the emerging donor caused competition on aid effectiveness. 

In this research, I use the term ‘competition’ and ‘fragmentation’ 

almost synchronously, and use the term ‘donor competition index’ instead of 

‘aid fragmentation index’. This might need additional explanation to avoid 

any possible confusion. I define ‘competition’ more in an economic term, in 

which more donors providing more aid or implementing more projects in a 

given recipient country (where more aid does not necessarily lead to more 

‘aid impact’). Such definition corresponds to O’keefe (2007)’s that viewed 

the aid industry as a quasi-market that is now maturing with diversified 

donors. He writes that the aid recipients are “beginning to have a modest 

influence on the pricing and product behavior of suppliers (aid donors),” 

and competition among donors “on the basis of brand and other non-price 

attributes” are foreseen (O’keefe, 2007, p. 10-11). Although the main 

objective of this research is not to investigate ‘what’ is leading donor 

competition, but O’keefe (2007)’s definition of donor competition is what 

this paper contemplates to examine the effect of, and I use the often adopted 

‘aid fragmentation index’ to measure the donor competition level.  

Instead of the term ‘aid fragmentation,’ the paper uses the term ‘donor 
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competition index’ because of the negative connotation the ‘aid 

fragmentation index’ seems to have. Most of the articles that have employed 

the ‘aid fragmentation index’ in the analysis have concluded on the negative 

effect of the high level of aid fragmentation index has on aid effectiveness. 

To avoid the possible preconceived effect of ‘aid fragmentation’ on aid 

effectiveness, the term ‘donor competition index’ and ‘donor competition’ is 

used instead of ‘aid fragmentation index’ and ‘aid fragmentation’ throughout 

the rest of the paper. The definition and measurement of ‘donor competition’ 

is further discussed in detail in section 2.4.   

 

2.3 Emerging Donors  
 

As the significance of emerging donors are acknowledged and studies 

regarding this group have increased, the need to redefine this so-called 

‘emerging donors’ has been recognized. True that regardless of the history 

of aid provision or different types of modalities and behind philosophies, 

“these countries are emerging not simply as important aid sources but also 

as influential players in aid politics that can no longer be ignored” (Sato et 

al., 2011: 2092). However, it is crucial to correctly identify ‘these countries’ 

before worry about their ‘influence.’  

For this reason, there have been scholarly efforts to redefine and 

categorize the emerging donors. Richard Manning (2006) has identified four 

distinct groups: OECD members not part of the DAC, EU members not part 

of the OECD, the Middle East and OPEC countries, and “the others” that 

don’t fall into the rest three groups. Zimmerman & Smith (2011) 

categorized them into three groups: ‘real’ emerging donors with a short 

history of aid provision, South-South Development Cooperation (SSDC) 

providers, and Arab donors.  

I follow the classification identified by Zimmerman & Smith (2011), 

and define the ‘emerging donors’ as composed of the three distinct groups: 1) 

SSDC providers, (for example China, India, Brazil, Chile, Colombia, Egypt, 
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Thailand, etc.) that are both aid recipients and donors in many situations3; 2) 

Arab countries, such as Kuwait, Saudi Arabia, and the United Arab Emirates 

(UAE), who have been engaged in development cooperation for decades, 

particularly being active in aiding other Arab countries; 3) The real 

‘emerging donors’ such as new EU member states (Bulgaria, the Czech 

Republic, Cyprus, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, 

Romania, Slovenia and the Slovak Republic) that have relatively new aid 

programs. Many of these real ‘emerging donors’ are comfortable with 

calling themselves ‘aid donors,’ and their programs resemble those put in 

place by DAC members (Smith & Zimmermann, 2010).  

 

Table 3: Classification of Emerging Donors 

Donor Classification Countries 

SSDC Providers China, Brazil, Chile, Colombia, Egypt,  

Thailand, India  

Arab Donors Kuwait, Saudi Arabia,  

and the United Arab Emirates (UAE) 

Real ‘Emerging’  

Donors  

New EU member states  

(Bulgaria, the Czech Republic, Cyprus, Estonia, 

Hungary, Latvia, Lithuania, Malta, Poland, Romania, 

Slovenia and the Slovak Republic) 

 

The countries included in the table above are coded as the ‘emerging 

donors’ in the dataset of this paper, and I use the term ‘emerging donors’ to 

address all of these groups4. As explained by Sato et al. (2011), it is their 

recent effects that the following analysis considers to be ‘emergent,’ 

regardless of their aid history or type of modalities. Moreover, because the 

aid amount of the emerging donors compared to the aid provided by OECD 

                                           
3 Russia is considered one of the major emerging donors, but Aiddata does not provide the 

aid information of Russia, therefore excluded from the analysis.  

4 Such classification is applied to the other chapters as well (Essay 2 and 3).  
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DAC donors is substantially low according to the available data source5, the 

effect of emerging donors is analyzed as a whole, not by the groups of the 

emerging donors. 

 

2.4 Data and Methodology 
 

2.4.1 Data and Measurement 

The paper is utilizing the aid amount and allocation information of both 

traditional (DAC) and emerging donors provided by the AidData6 initiative 

to derive the independent variables for the empirical analysis. Project-level 

financial flow data (based on commitment 7 ) provided by 96 donors 

(including both DAC and non-DAC donors) from 1947 to 2013 is included 

in the newly released database (released on 4/29/2016) by the AidData 

initiative (Tierney et al., 2016). From the full-version of AidData, this paper 

targets the data from 2000 to 2013.  

Such selection of time period requires an explanation. Although the 

history of aid activities of emerging donors is much longer, it is quite “new” 

that these countries and donor competition received attention in the public 

debate (Dreher and Fuchs, 2011). Most of the papers on emerging donors 

started to appear since the mid 2000’s, and the outside-DAC donors (mainly 

the SSDC providers) are openly endorsed by the 2008 Accra Agenda for 

Action. In addition to this backdrop, the aid activities of emerging donors 

are indeed observed since the early 2000’s (which might have drawn the 

attention)8, and decided to examine the effect of donor competition and the 

emerging donors’ contribution to such competition from the year 2000.   

The data from 2000 to 2013 contains the project-level aid flows from 

                                           
5 Data of the emerging donors are further discussed in the next section. 
6 Data can be found at www.aiddata.org 
7 The commitments rather than disbursements are used following Kilama (2016), as 

commitments better reflect the donor decisions rather than disbursements, as 

disbursements can be affected by political and institutional environment of recipient 

country. 
8 Figure 1 illustrates the increase of aid from emerging donors from the early 2000’s. 
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43 donors to 177 recipients, which I aggregated to the sector-level that 

makes the total number of 179,408 aid events9. Aid amount and other 

variables involving currency are adjusted to USD 2011 constant amount. 

The final dataset is composed in the recipient country level by year and 

sector, with the sector-level dependent variables and country-level controls 

are merged. The variables of interest including the controls are described in 

the table below.  

 

Table 4: Variables of Interest 

Variable Description 

Aid Effectiveness10 

(Dependent Var.) 

Country-level indicators of each sector that were perceived to 

measure the sector-level aid effectiveness; 2000-2013 

(Source: World Bank, World Development Index) 

Donor Competition 

Index (Aid 

Fragmentation Index) 

(Independent  

 Var. 1) 

Herfindahl Index calculated with aid amount per donor for each 

recipient country; Country-level competition level (CLAF) as 

well as sectoral level competition level (SLAF) measured; 

2000-2013 

(Source: Calculated using data from AidData) 

Emerging Donor driven 

Donor Competition 

(Independent 

 Var. 2) 

Percent change of Donor Competition Index with and without 

the aid amount of the emerging donors; both in country-level 

(CLAF_ED) and sector-level (SLAF_ED). 

(Calculated using data from AidData) 

GDP per capita GDP per capita, 2000-2013 

(Source: CIA, World Bank) 

Total Aid per Recipient  

 

Total Aid provided to each recipient country, 2011USD, 2000-

2013 

(Source: Calculated using data from Aid Data) 

Sectoral Aid per Aid amount provided to each sector in each recipient country, 

                                           
9 The multilateral donors are not distinguished individually and treated as one donor (with 

a code INT). Multilateral donors are seldom accused for causing aid fragmentation 

(probably due to their altruistic aid principles) (Knack & Rahman, 2007), while 

recipients of different regional development banks are unlikely be overlapped. As ‘an’ 

institutional donor, they are taken into the account when calculating the aid 

fragmentation index as they still take part in the total aid amount (Q). Also, by ‘aid event,’ 

I mean the aid flow taken place from a donor to a recipient in a specific sector in a year.   
10 Indicators selected to measure the effectiveness of each sector can be found in the 

Appendix. 
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Recipient 

 

2011USD, 2000-2013 

(Source: Calculated using data from Aid Data) 

Population Total population, yearly, 2000-2013 

(Source: World Bank) 

Polity 2 Ranges from (-10) (most autocratic) to 10 (most democratic), 

2000-2013 

(Source: PolityIV project11) 

Control for Corruption Estimate of governance (ranges from approximately -2.5 

(weak) to 2.5 (strong) governance performance), 2000-2013 

(Source: World Governance Indicators) 

Oil production Oil production million tonnes, 2000-2013 

(Source: BP12) 

Gas production Gas production million tonnes oil equivalent, 2000-2013 

(Source: BP) 

Coal production Coal production million tonnes oil equivalent, 2000-2013 

(Source: BP) 

Openness Trade (% of GDP)  

(Source: World Bank) 

Inflation Yearly consumer price inflation 

(Source: World Bank) 

Life Expectancy Life expectancy at birth in years 

(Source: World Bank) 

M2/GDP  Money Velocity (Broad money, % of GDP) 

(Source: World Bank) 

 

(Independent Variables) I follow Knack & Rahman (2007) to quantify 

the degree of donor competition by constructing a Herfindahl Index of 

donor concentration 13 . A Herfindahl index of donor concentration is 

calculated by summing the squared shares of aid over all donor agencies. 

Suppose that the total amount of aid provided to a recipient country in a 

certain year is Q, with N donors, and the amount of aid provided by donor i 

to this particular recipient is represented by qi, then the Herfindahl Index of 

                                           

11 Data available at http://www.systemicpeace.org/ 
12 Data available at http://www.bp.com/en/global/corporate/energy-economics/statistical- 

review-of-world-energy/downloads.html 

13 Sato et al. (2011) and Kimura et al. (2012) also follow Knack and Rahman (2007) 

http://www.bp.com/en/global/corporate/energy-economics/statistical-
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donor concentration is calculated with the following equation (where donor 

i’s aid share is defined as Si = qi/Q.): 

 

HI =  ∑ Si2

N

i=1

 

 

Aid fragmentation index (which I refer to donor competition level) can 

be calculated from this equation by subtracting the Herfindahl Index (which 

ranges from 0 to 1) from 1, and multiplied by 100. High values of aid 

fragmentation index indicate greater fragmentation. Aid concentration index 

(also called as aid proliferation index) and aid fragmentation index have 

been used for empirical analysis for previous literatures examining donor 

allocation behavior and is effects (Kimura, Mori,& Swada., 2012; Sato et al., 

2011; Annen and Moers, 2016; Kilama, 2016).   

Country level donor competition (CLAF) is calculated with each 

donors’ market share in country level, whereas the sector level donor 

competition (SLAF) is calculated with the market share of each donor (Si) 

in each sector (Qi = Total aid per a sector in a recipient country in Year i).   

It is true that donor’s expenditure will not always accurately reflect its 

level of involvement and influence in a recipient’s development program 

(Knack and Rahman, 2007) as the index only measures the “market share.” 

However, because it is impossible to conduct comprehensive case studies 

for each recipient country that involve qualitative approach, analysis with 

“market share” measures should be befitting.     

The level of emerging donor driven competition (AF_ED) is measured 

by calculating the percent change in the aid fragmentation with and without 

the emerging donors’ aid.  

 

AF_ED =
AFwithAllDonors − AFwithoutED

𝐴𝐹𝑤𝑖𝑡ℎ𝑜𝑢𝑡𝐸𝐷
 

 

Again, country level donor competition (CLAF_ED) caused by the 

emerging donors as well as the sector level donor competition (SLAF_ED) 
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caused by the emerging donors are calculated.   

Aid allocation data of emerging donors are drawn from the AidData 

(Strange et al., 2017). Among the emerging donors, China is certainly the 

largest donor, but AidData only provides Chinese aid allocation on African 

continent (from 2000 to 2013)14. For this reason, the aid fragmentation 

index is calculated without Chinese data, except for the African countries. 

Such limitation in data certainly causes some restrictions in the analysis, but 

should not be a problem to investigate the trends of the emerging donors’ 

effect on aid effectiveness as the aid events in African region take up more 

than 40% of all the aid events covered by the dataset15. 

 

(Sector Selection) With the data provided by the AidData, I have re-

categorized the projects by the sectors (following the OECD Creditor 

Reporting System (CRS) code) according to the project description 

information provided by the AidData. A project not assigned to a sector was 

provided with a sector code, while the different levels of sector code (i.e. 

basic education: CRS sector code 112 and vocational training: CRS sector 

code 11330) were replaced with the upper-level sector code (ex: Education: 

                                           
14 I reviewed other sources to complement the Chinese data of the AidData, but found 

difficult to use in my analysis. Dreher & Fuchs (2015) compiled Chinese aid data for 824 

projects over 1956-2006 period with two main sources: Bartke (1989) dataset that records 

528 completed aid projects in 69 developing countries from 1956 to 1986, and China 

Commerce Yearbook provided by China’s Ministry of Commerce (1984-2009) from which 

Hawkins et al. (2010) compiled a comprehensive dataset from 1990 to 2005 that consist of 

304 aid projects provided to 97 developing countries14. But these data only provide the 

number of projects completed in recipient countries, not amount. For dataset of Dreher & 

Fuchs (2015), aid amount provided to recipient country is gathered from Bartke (1989), 

CIA reports (1975-1984), and OECD (1987), but data is only available up to year 1989. 

Kitano & Harada (2016) provides estimation of China’s foreign aid from 2001 to 2013, but 

they only provide the wholesome amount, not per recipient amount. The Chinese dataset 

from Aiddata includes both the Chinese projects that fall under the OECD’s criteria for 

Official development Assistance (ODA) and other officially finances Chinese projects that 

rather fall within the OECD criteria for ‘Other Official Flows.’ Because China does not 

strictly follow the OECD criteria, and I allowed the broad definition of ‘Chinese aid’ that 

incorporates other official flows. 
15 The number of African countries (56) is about 32% of the all recipient countries (177) in 

data.  
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CRS sector code 110)16. The projects (and the aid amount per project) 

assigned to each sector are collapsed to the sector-level aid for each 

recipient country for the sector-level analysis. The table below is the 

selected sectors for the analysis17.  

 

Table 5 Categorization and Selection of Sectors (All donors, 2000-2013) 

 Sector (CRS code) Number of Aid Events 

Social 

Infrastructure and 

Services 

(100) 

Education (110) 18,572 

Health(120) & 

Population (130) 
14,682 

Water and Sanitation (140) 8,213 

Economic 

Infrastructure and 

Services 

(200) 

Government and Civil Society 

(150) 
18,966 

Transport (210) 4,318 

Communications (220) 4,461 

Energy (230) 5,071 

Business (250) 4,604 

Production Sectors 

(300) 

Agriculture (311) 10,442 

Industry (321) 5,869 

Multisector/Cross 

Cutting (400) 

Environment (410) & Multisector 

(430) 
17,308 

 

The above 11 sectors are selected from all the sectors (total of 34) for 

the analysis for the following reasons. First, sectors that are not appropriate 

for assessing the effectiveness (such as the sectors that fall into the 

categories of Commodity Aid and General Program Assistance, Action 

Relating to Debt, Humanitarian Aid, Administrative Costs, Refugees and 

                                           
16 The projects without any additional information to infer the related sector were not 

assigned to any sector. It was unfortunate that 322 Chinese aid events (out of 1,176) 

were without the sector information.  
17 A table with all of the sectors with number of projects and aid amount per sector is 

provided in the Appendix. 
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Unallocated) are excluded. Secondly, the sectors that seemed to share 

effectiveness indicators are combined together for the analysis purpose. As a 

result, ‘Health’ sector and ‘Population’ sector are combined as ‘Health&Pop’ 

while ‘Environment Protection’ and ‘Multisector’ are combined as 

‘Envt&Multi.’ Lastly, sectors with less than 4000 aid events are also 

excluded (i.e. Fishing, Forestry, Construction, Tourism and Trade). 

 

(Dependent variables) There has been contested views on the 

appropriate measure of the ‘aid effectiveness.’ While the ‘effectiveness’ can 

be understood to imply whether the aid has “achieved an objective,” it is 

difficult to reach the agreement on “the appropriate objective to measure” 

(Miller, 2012). The aid effectiveness literature dominantly employs GDP 

growth as a measure of aid effectiveness, but it is certainly just one of the 

indicators of aid effectiveness. Kenny (2008) suggests other objectives to 

measure including the income growth of a specific group or place; non-

income factors such as starvation, education, health, biodiversity, democracy 

or stability. With the comprehension of such contested views on the measure 

of aid effectiveness, I have selected the sector-level indicators that are 

understood to measure the success of sector-level aid projects. Those 

indicators may not capture the success of ‘every’ projects composing the 

each aggregated sector, but should be able to provide a general measure of 

‘effectiveness’ of the sector-level aid.    

Indicators that measure aid effectiveness of each sector are drawn from 

World Development Indicators (WDI), which are compiled from officially-

recognized international sources by The World Bank18. World Development 

Indicators are time series data for 217 economies (countries) covering from 

1960 to 2016, under the category of the following: Agriculture & Rural 

development, Aid Effectiveness, Climate Change, Economy & Growth, 

Education, Energy & Mining, Environment, External Debt, Financial Sector, 

Gender; Health, Infrastructure, Labor & Social Protection, Poverty, Private 

Sector, Public Sector, Science & Technology, Social Development; Social 

                                           

18 Data is updated quarterly; I used the data updated on Feb. 1, 2017. 
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Projection & Labor; Trade; Urban Development.  

From the WDI, three or more indicators are chosen for each sector as 

aid effectiveness (AE) indicators. Aid program evaluation reports of diverse 

sectors19 as well as the characteristics of projects that composite each sector 

in data were reviewed in order to select the indicators that are representative 

and appropriately measuring the aid effectiveness of each sector. Each of the 

selected indicators (by recipient country and year) is employed as a 

dependent variable in the estimation model. The table below is an example 

of AE indicators selected for the Education sector20.   

 

Sector AE Indicator 

(DV) 

Description 

Education 

(110) 

PrimaryCompletion 
Primary completion rate, total  

(% of relevant age group) 

EnrollPriSecond 

School enrollment, primary and 

secondary (gross), gender parity index 

(GPI) 

Literacy 
Literacy rate, total  

(% of people ages 15 and above) 

PrepEnroll School enrollment, preprimary (% gross) 

PrimaryEnroll School enrollment, primary (% gross) 

 

 (Control Variables) In line with previous literature on aid allocation 

and aid effectiveness, a set of possible determinants is included in the model 

as control variables. First of all, the total aid amount (by all donors) 

provided to a recipient country in each year, as well as the aid amount of 

each sector in a recipient country (in each year) are controlled to capture the 

aid volume effect21. GDP per capital and life expectancy are included to 

capture recipient needs following Kilama (2016). Recipient countries’ 

population is included to control for the often-reported ‘small country bias’ 

                                           

19 Evaluation reports from 3ie, ADB, World Bank, MDRC, Abt Associates were reviewed 

for a reference.  
20 The full list of indicators for each sector is provided in the Appendix.  

21 The total aid amount (per recipient by year) and the aid amount of each sector (per 

recipient by year) are lagged in accordance to the lag of independent variable (donor 

competition index). 
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in aid allocation and aid effectiveness. “Control of corruption” from 

Worldwide Governance Indicators (WGI) project22 and Polity2 score from 

Polity IV that measure ‘good governance’ are also controlled as they can 

affect the donors’ allocation decision as well as aid effectiveness. Following 

Dreher, Nunnenkamp, & Thiele (2011) and Dreher & Fuchs (2016), 

endowment of mineral and energy resource are also included as it can affect 

donors’ aid decisions. I also used policy variables as controls such as 

openness, M2/GDP and inflation, following Annen & Kosempel (2009). 

 

2.4.2  Estimation Method 

 

In examining the causal relationship between the donor competition 

(measured with the aid fragmentation index) and aid effectiveness, there is a 

possibility of endogeneity bias generated from the unobserved time-

invariant variables. Such variables can affect donors’ decision for the aid 

provision to a specific country as well as aid effectiveness (i.e. donors 

decide the aid allocation to a country where better aid effectiveness is likely 

to be observed).  Previous literatures with similar concerns have adopted 

fixed-effect models for their analysis to overcome such issue: Knack and 

Rahman (2007), which examined the causal relationship between the donor 

fragmentation and the bureaucratic quality of recipient countries, employed 

the fixed-effect OLS since the donor fragmentation can be endogenous to 

the changes in administrative capacity of recipient countries; Barthe, 

Neumayer, Nunnenkamp, & Selaya (2014) that examined the effect of donor 

competition for export markets on aid allocation adopted a donor-specific 

and recipient-specific year fixed-effect model considering the possibility of 

time-varying overall propensity of donors to give aid and of recipients to 

receive aid. Other research with similar research interests with the varied 

concerns over the empirical analysis method were also reviewed for a 

                                           
22 WGI project reports aggregate and individual governance indicators for over 200 

countries and territories over the period of 1996-2015, for six dimensions of governance: 

voice and accountability, political stability and absence of violence, government 

effectiveness, regulatory quality, rule of law, control of corruption. 



24 

 

reference and presented in the Appendix.  

 Following the previous research, the recipient and year fixed-effect 

multi-regression model is employed for this research. As explained already, 

two different analyses are conducted: (1) one with the country-level donor 

competition (CLAF) and the country-level competition caused by the 

emerging donors (CLAF_ED), and (2) another with the sector-level donor 

competition (SLAF) and the sector-level donor competition driven by the 

emerging donors (SLAF_ED).  

 

 

As noticed from the model above, the lagged independent variables are 

used as the effect of aid is expected to be observed or measured with some 

time gap. When referred to the previous sector-specific aid effectiveness 

research, it was often observed that researchers adopted the five-year 

average value of their independent variable (mostly aid allocation amount) 

to examine its effect on aid effectiveness especially in the studies of social 

infrastructure sector (Mishra & Newhouse, 2007; Williamson, 2008; 

Michaelowa, 2004; Boon, 1995). I have also reviewed a variety of project 

evaluation reports 23 , where the data collection to evaluate the aid 

effectiveness was carried out from two to three years after the project 

implementation.  

Based on the previous research and in consideration of the dataset 

limitation, one to three year lagged independent variables are employed the 

model. For all of the aid effective indicators, I ran the regression with two-

year and three-year lagged independent variables. For the effective 

indicators that can be accounted to measure the ‘output’ of the aid program, 

additional regression was run with the one-year lagged donor competition 

                                           

23 Evaluation reports from 3ie, ADB, World Bank, MDRC, Abt Associates were reviewed 

for a reference. 
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index24. Because using the lagged variables inevitably entails the risk of 

losing the data (number of observations), I was discouraged to use the 

variables lagged more than three years, especially when considering that the 

data only represents the fourteen year period (2000-2013)25. 

 

2.5. Results and Discussion 
 

With the data and model explained in the previous sections, I analyze 

the effect of donor competition and the portion of donor competition caused 

by emerging donors on the sector-level aid effectiveness. The hypothesis I 

tested is that donor competition does not always lead to the negative aid 

effect, especially when examined in the sector-level. 

The Tables 6 to 8 analyzes the effect of the sector-level and country-

level donor competition on the sector-level aid effectiveness. The tables are 

presented by the four categories of sectors: A. Social Infrastructure Sectors,  

B. Economic Infrastructure Sectors, C. Production Sectors, D. Multisector, 

so that the results can be analyzed both in the individual sector level and in 

the upper sector-category level. Each table also contains results of both the 

sector-level donor competition analysis and sector-level analysis, while the 

controls are excluded for the presentation purposes. 

The result tables consist of the regression results with the selected year-

lagged aid-fragmentation variables. As already mentioned previously in the 

Data section (2.4.1), different time lagged (1-3 years) variables are 

employed in the regression analysis. Except for the few variables that were 

determined to measure the ‘output’ of aid programs, all dependent variables 

are regressed both with two-year and three-year lagged aid fragmentation 

variables. As the interpretation of the individual result is not the objective of 

                                           

24 The indicators that were also regressed with one-year lagged IVs are ‘Railline,’ 

‘RoadNetwork,’ ‘Newbiz,’ ‘ImmuneDPT,’ and ‘ImmuneMeasles.’ The description of 

those indicators can be found in the Appendix. 

25 The previous literatures that employed 5 year average IVs, or lagged IVs with more than 

three year used panels with longer period (i.e. Williamson(2008) analyzed a panel data set 

from 1973-2004, using five-year intervals) 
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this research, the results that well demonstrates the trends of effect are 

presented, while the rest of the regression results can be found in the 

Appendix. 

Interpreting the trends of effect sizes of the analysis results is 

considered as a crucial part of this study instead of providing interpretations 

for the individual regression result. By the ‘effect size’ I refer to the 

standardized measures of effect, which are calculated by dividing the 

coefficient of each independent variable with standard deviation of y 

(dependent variable-AE)26. Since the analysis of this paper involves 50 

different dependent variables (the result tables show 43 out of 50 dependent 

variables) that have different scales and variances, it is difficult to make a 

cross-sectional comparison of effects without calculating the effect size27. 

Therefore, I converted the coefficients of the independent variables to the 

indices of effect size to identify the trends of the effect for each sector. In 

order to visualize and to make the interpretation easier, I made the box plots 

that demonstrate the distribution of effect sizes of each sector and sector-

category (Figure 2-4).    

The importance of reporting effect sizes has been emphasized in 

academia especially when comparing the analysis results. Sullivan and 

Feinn (2012) writes that “both the substantive significance (effect size) and 

statistical significance (P value) are essential results to be reported” (p. 279) 

as P value itself does not reveal the effect size. One can say that 

unstandardized partial coefficients still reveals the effect size (by 

understanding the changes in outcome with the unit increase in predictors), 

but it becomes difficult to interpret when the predictors do not have the 

objective meaning (e.g., Aid Fragmentation index). When the analysis 

involves comparing different regression results with different dependent 

                                           

26 Cohen’s d is an example of this type of effect size index, where Cohen classifies effect 

sizes as small (d=0.2), medium (d =0.5), and large (d >= 0.8) (Sullivan and Feinn, 2012; 

Becker, 2000).  
27 Standardized coefficients are also calculate by dividing coefficients by the standard error, 

but the purpose of such calculation is to compare the different independent variables within 

a single regression model, which is not the purpose of calculating the effect size in this 

paper. 
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variables, the use of standardized effect size becomes necessary. 

Figure 2 demonstrates the regression results of the country and sector-

level donor competition analyses that are statistically significant28. Figure 3 

is the effect of donor competition observed in the least-developing countries 

(LDCs), while Figure 4 demonstrates the effect patterns in different time 

periods (2000-2005, 2006-2009, 2010-2013).   

 

 

Table 6 Aid Effectiveness in Social Infrastructure Sectors 

                                           
28 Box-plot is also drawn with all of the regression result (including the non-significant 

results) and provided in the Appendix.  
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Table 7 Aid Effectiveness in Economic Infrastructure 
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Table 8 Aid Effectiveness of Production Sector and Multisector 
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Figure 2: Trends of Effect Sizes (All Recipients; Only Significant) 
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Figure 3: Trends of Effect (All recipients vs. LDCs; Only Significant) 
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Figure 4: Trends of Effect Sizes (by Time Periods) 
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The discussion of the overall analysis results is made in focus of the 

following: 1) comparison of the effects led by the country-level donor 

competition and sector-level donor competition; 2) interpretation of the 

effect trends demonstrated by individual sectors; 3) examination of the 

effect of emerging donor driven donor competition, especially in 

comparison to the effect general donor competition. The effects of donor 

competition in LDCs and different time frames are additionally examined 

and discussed to complement the in-depth interpretation of the overall 

analysis result.  

 

2.5.1 The Effect of Country-Level Donor Competition 

 

Comparing the effect of country-level donor competition and the 

sector-level donor competition, which is the first focus of result analysis, 

can be regarded as comparing the indirect effect from the direct effect of 

donor competition. By “indirect effect” of donor competition, I mean the 

country-level consequences brought out from the country-level donor 

competition affecting the sector-level aid effectiveness. The indirect effect is 

caused by the country-level consequences, such as the possible increase of 

country-level transaction and administrative costs (Fallon & da Silva, 1994; 

Acharya et al., 2006), cross-sectional influences (i.e. economic 

infrastructure projects affecting environment and social sectors, social sector 

projects affecting production sectors as well as employment level in 

economic infrastructure sectors, etc), cross-donors learnings and 

cooperation, increased policy options for the recipient side, etc. The indirect 

effects are not the outcome of the sector-level aids, but rather the country-

level result of the increasing donors’ participation. Yet, they certainly can 

exert influences on the sector-level aid effectiveness in both negative and 

positive direction 

In the categorical level, the indirect effect of donor competition is 

mostly positive, but significant negative effects are observed in the social 

sector. The negative impact of the country-level donor competition in social 

sectors is mainly derived from the health and population sector as well as 
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the water and sanitation sectors. Such results can be explained by the cross-

sectional influence. The improvement in social sectors is heavily influenced 

by the inputs and outputs of other sectors (Dodd et al., 2007). For example, 

the improvement in the health and population sector is closely related to the 

level of agricultural condition (food security and nutrition), water and 

sanitation, and social policy (governance and institutions). On the other 

hand, economic and production sectors are less affected by the indirect 

effects of donor competition31. The theory of change mechanism between 

the output and outcome (improvements) of these sectors are perceived to be 

less complicated and less exposed to the indirect effects of donor 

competition. For example, the success of road construction or energy plants 

building is hardly affected by the health condition or education level of the 

recipient side. In terms of the production and multi/crosscutting sectors, 

they appear to benefit from the country-level donor competition. It can be 

assumed from such result that those sectors are positively affected by the 

improvements in other sectors and overall attention the recipient country 

receives from donors.  

The effect of emerging donors driven competition is discussed in the 

focus of the indirect effect. As mentioned earlier, many of the aid events 

made by emerging donors are missing the sector level identification. The 

indirect effect of increasing donor competition due to the entrance of 

emerging donors can involve diverse consequences. The mostly discussed 

ones are mostly negative, such as the downgrade of governance condition, 

threatening debt and environment sustainability, increase of aid programs 

that are not necessarily targeting internationally agreed goals (MDGs), the 

possible take off of traditional donors from the recipient country (Naim, 

2007; Paulo & Reisen, 2010; Tan-Mullins et al., 2010; Mitchell, 2011). 

Positive consequences can be the increase of bargaining power of the 

recipient side, increased policy options and better understandings of the 

recipient demand.  

Compared to the result of general donor competition, the social sectors 

                                           
31 Only one significant negative effect is demonstrated in the communication sector 

(specifically with Internet Server indicator). 
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are negatively affected by the country-level donor competition driven by 

emerging donors, where the economic sectors also exhibit some of the 

negative effects. It is relieving that no such effect is demonstrated in the 

Multi sector, where the threatening of environment sustainability can be 

suspected. When examined in the individual sector level, the negative 

effects observed in the economic infrastructure category are led by the 

business sector, whereas the most of social sectors (health and population, 

education and government) appear to be negatively affected. The negatively 

demonstrated indirect effect in Economic sector category is majorly driven 

by the business sector, where the 1-year lagged FDI and New Business 

indicators turned out to be negative. It should be noted though that the result 

is indeed led by LDCs, where the inflow of FDI volume is small to start 

with 32 , and the basic infrastructure in LDCs is not developed to 

accommodate increase of new business. Thus, it is difficult to blame the 

emerging donors for the result observed in the business sector. In terms of 

the social sectors, it is already discussed that these social sectors (health and 

education) are vulnerable to the indirect effect of donor competition due to 

their characteristics, thus the negative effect of emerging donors driven 

competition observed in education and health sectors do not appear as 

exceptional. The worrisome result is the one demonstrated in government 

sector. The indicator that turns out to be negative is the IDA index. IDA 

index is calculated based on CPIA index where ‘public sector management 

and institutions’ is one of the clusters the countries are rated on33. The 

negative effect of emerging donors driven competition observed in this 

indicator can entail concerns over the possible undermining of governance 

due to the increase of emerging donors. Still, as such result is only observed 

with a single indicator in a limited case (2 years lag), it would be imprudent 

                                           
32 The FDI to LDCs (including SIDs and LLDCs) only accounted for a mere 8.4 per cent of 

total FDI in 2015.  
33 Detailed information can be found at http://ida.worldbank.org/financing/ida-resource-

allocation-index. 

 

http://ida.worldbank.org/financing/ida-resource-allocation-index
http://ida.worldbank.org/financing/ida-resource-allocation-index
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to confirm the often argued theory that emerging donors threaten the 

recipient governance condition.  

 

2.5.2 The Effect of Sector-Level Donor Competition 

 

The effect of sector-level donor competition can lead to rather a 

straight-forward interpretation as the effect is directly from the sector-level 

participation level of donors. It is true that the direct effect is majorly 

dependent on the quality of aid programs provided by donors, but the effects 

can be varied based on the characteristics of the sectors, the administrative 

capacity of recipients, the consecutiveness of programs, and the 

complementarity of programs within a sector. As the analysis cannot detect 

such factors of each individual program, the regression result of the sectors-

alike is analyzed taking into account of those factors.   

According to the regression result, the effects of the sector-level donor 

competition are demonstrated to be positive in the sectors where the 

outcome can be captured with less complication, in a relatively short term, 

with no needs of consecutive programs. The positive aid effectiveness is 

emerged in Agriculture, Business, Communication, Transportation and 

Water/Sanitation sector. Amongst these sectors, the communication, 

transportation and water/sanitation sectors mostly involve projects that are 

focused on the improvements of infrastructures. It is more feasible to 

capture the improvements in these sectors as the outcome of such 

projects/programs is directly linked to the output of the projects/programs. 

In terms of business sector, the improvement is achieved through the 

financial and institutional support. Institutional support needs enough time 

to generate salient effect, but financial support can quickly improve the 

condition of this sector. The aid to agriculture sector is heavily concentrated 

on producer support (OECD, 2013) including programs such as the 

provision of facilities, producer (farm) income support, commodity transfer, 

training and more. Such activities can lead to direct outcomes that can be 

reflected in the development indicators of this sector such as irrigated land 

portion, arable land, livestock, etc. The positive effect of donor competition 
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observed in the agriculture sector is also in line with the findings of Feeny 

& Ouattara (2009). They have examined how the aid leads to positive 

impact on the growth of per capita agricultural income, although their study 

is not considering the donor competition as an explanatory variable.  

On the other hand, the social sectors (specifically education and health 

sectors) are appeared to demonstrate both positive and negative aid 

effectiveness influenced by the direct effect of donor competition. One 

explanation to such result is the lack of long-term aid effectiveness that the 

analysis cannot capture. Some of the improvements in education, health and 

population, and government sectors can be captured in 2-3 years (i.e. 

enrollment rate, immunization rate, HIV prevalence), but it is undeniable 

that other improvements need more time to be adequately accounted (i.e. 

mortality rate, IDA index, completion rate). Another reason for the negative 

impacts is once again the fact that the success of aid programs in these 

sectors is exposed to the other country level contextual factors. Even if the 

sector-level donor competition level is ‘directly’ affecting the aid 

effectiveness of these sectors, the improvements of these sectors are 

inevitably more relied on the policy and institutional condition of the 

recipient country compared to the other sectors (Dodd, Schieber, Cassels, 

Fleisher & Gottret, 2007; Michaelowa & Weber, 2008). For this reason, the 

regression model has employed various country factors as controls, but the 

effect of unobserved country factors can affect the aid effectiveness of the 

social sectors with greater influence than of the other sectors such as 

economic and production sectors. In addition, the aid programs in these 

sectors often require the participation of ‘individuals,’ which means that the 

outcome cannot be achieved unless the behavioral change of individuals is 

demonstrated and monitored. It is well-known that outcome of programs is 

difficult to be achieved if the objective is to bring about the behavioral 

change of individuals (Greenberg, 1968). Lastly, the consecutiveness and 

complementarity of programs within a sector is crucial in the social sectors. 

A provision of redundant aid programs that do not complement or not 

consecutive to the previous aid programs would not bring about any 

outcome in education or heal sectors, unlike economic infrastructure sectors 
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(Buse & Walt, 1997; Dodd et al., 2007).  

As observed in Figure 3, the negative effects observed in the above 

sectors (education and health) are mainly derived from the Least Developed 

Countries (LDCs). This can be due to the several reasons, from which some 

of them are in line with the factors discussed above. Most of all, the social 

sectors are likely be severely underdeveloped in the LDCs costing more 

time and efforts to bring about any sector wide improvement. At the same 

time, the governance system and institution are most likely not organized 

adequately. Aid programs in social sectors require certain degrees of 

institutional support of the recipient side to bring about any tangible 

outcome (Dodd et al., 2007). For example, education programs not only 

need the facilities but also require government-level policy and institution 

that can provide basic guidelines for specific program design: the program 

objective, the target region and population, etc. Same applies for the health 

and population sector. It takes time for the recipient side to organize the 

country-level development plan as well as to build the institution; therefore, 

delays are expected to bring about the outcome in the sectors where the 

policy and institutional support is prerequisite. The need for the institution 

building is also related to the next reason. The donor concentration in the 

social sectors can hurt the aid effectiveness if the recipient lacks the 

ownership and coordination capacity. Aid programs in social sectors need 

more of the careful coordination compared to the other sectors, as it is 

difficult to bring about positive changes if programs are only transitory 

(without the follow-up programs) or not complementing each other 

especially in the education or health programs (Dodd et al., 2007). If the 

recipient side cannot coordinate diverse programs proposed by multiple 

donors, it would be difficult to observe the positive effect with crowded 

donors. Maintaining a strong capacity and institution is also crucial to 

efficiently monitor the outcome of the services provided by diverse donors, 

especially when the aid programs provide services to individuals. Because 

the program outcome is to be observed through the changed behaviors of 

service recipients (individuals), the monitoring and management capacity of 

the recipient is essential for these sectors for the outcome to be reflected in 
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the development indicators. Lastly, as already mentioned, the outcome in 

social sectors such as education and health is “dependent on a range of 

inputs” (i.e. health outcome is dependent on education, water and sanitation, 

nutrition) therefore requires coordination and cooperation with other sectors 

(other parts of government) beyond its own sector (Dodd et al., 2007, p.4). 

Considering the already highly fragmented education and health sectors 

(Table 9), the institution building of a recipient side should be emphasized 

while a carefully designed coordination mechanism should be derived to 

avoid the loss of aid effectiveness in these sectors.  

The industry sector also exhibits the negative effect of sector-level 

donor competition, where such negative effect can be all blamed to the 

LDCs. Agriculture and Industry sectors compose the Production sector 

category, which marks up a pivotal part of GDP. However, it is already 

investigated that aid does not lead to the growth in the industry sector as 

much as it does in the agriculture sector (Feeny & Ouattara, 2009). Feeny 

and Ouattara (2009) do not provide any behind theory to this result, but it 

can be presumed that the development in industry sector is more dependent 

on the policy and institution of the recipient side. The aid provided to the 

industry sector (where the effectiveness is measured with Industry (% GDP), 

Employment rate in Industry, and Research and Development expense) can 

only be efficiently utilized when the recipient side has established a strategy 

and plan that can guide the development in the industry sector. Moreover, 

whether or not a basic infrastructure is in place is a central to the 

effectiveness of aid in this sector, which is difficult to be expected in the 

LDCs. The aid provision in the industry sector should be carefully designed 

considering the national development plan and strategy of the recipient, 

especially when targeting LDCs, where more preeminent issues related to 

the actual survival from poverty are prevalent.  

To briefly go over the other sectors of LDCs in comparison to the ones 

of all recipients, the sector-level donor competition emerges to be beneficial 

in the economic and production sector. This result suggests that the 

infrastructure heavy sectors can benefit with more donors, therefore, 

increasing donor participation should not be discouraged especially in the 
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economic and production sectors of the LDCs, which are lack of basic 

infrastructures to begin with. It should be also noted that energy and 

multisector are also negatively influenced by the direct effect of donor 

competition. However, there is a high possibility that the analysis failed to 

capture the real impact of direct effect of donor competition in these sectors. 

The programs/projects in these sectors are usually carried out in a long term 

targeting the outcome in 10 or 20 years. It is unfortunate that the analysis of 

this paper is limited to the examination of three year lag aid effectiveness, 

and I am afraid to conclude on the result observed in energy and 

environment sectors. 

Turning to the sector-level emerging donors driven competition, it is 

difficult to distinguish a notable negative or positive direct effect in the 

sectors where emerging donors mostly focus on. The evident negative effect 

is observed in the business sector of the LDCs, but it is driven by a single 

indicator (Contracts DTF) and the business sector is not receiving much 

attention from emerging donors. According to the sector identified aid 

events, emerging donors heavily invest on Transport, Industry, and Energy 

sectors (Table 10), but none of these sectors demonstrate evident effects on 

aid effectiveness. Although the positive effect would have endorsed the 

active participation of emerging donors, at least such result confirms that the 

increasing participation of emerging donors in these sectors do not exert a 

detrimental effect.  

Amongst the effect trends of the sector-level emerging donors driven 

competition, it is noticeable that the social sectors and multisector exhibit 

positive effects. It is observed that increasing participation of emerging 

donors result in the positive effect on the environmental and multisector. 

This result refutes the criticism made on emerging donors for threatening 

environmental sustainability. The salient positive effect is also demonstrated 

in the education sector, especially in the LDCs. The health sector of the 

LDCs is also emerged to benefit from the emerging donors driven 

competition. Such result puts the arguments made by previous literature in 

dispute, which often criticized emerging donors for being ignorant of social 

sectors. At the same time, it is encouraging to observe the positively 
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distributed direct effect of emerging donors driven competition in those 

critical sectors, especially in the face of increasing South-South and 

triangular cooperation in the social sectors (UN, 2014.)  

Once again, it should be reminded that many of the aid events of 

emerging donors are missing the sector identification, leading to the weak 

explanatory power of the result of direct effects. Due to the restraints of data, 

the effect of sector-level emerging donors driven competition is likely 

underestimated. As I have already noted, the interpretation and analysis of 

the trends of indirect effects of emerging donors driven competition should 

be received with more weights. 

  

2.5.3. Effect of Donor Competition in Different Time Periods   

 

The regression model is also run in different time periods to examine 

the change of effects of donor competition in different time frame. The 14 

year time frame is divided into 1) 2000-2004, 2) 2005-2009, 3) 2010-2013. 

The aid of emerging donors start to grow rapidly since 2005, and the Paris 

Declaration and Accra Agenda is held in 2005 and 2008. The time frame is 

divided based on such events and statistical fact to examine whether the 

increase of emerging donors’ aid and international agreement have affected 

the effect of donor competition. The comparison of effect sizes in different 

time periods are presented in Figure 4. 

 The regression result is analyzed in the focus of how the size or signs 

of effect changes over time. The indirect effect of donor competition (the 

effect of country-level donor competition) appears to become neutral over 

time both for the general donor competition and emerging donors driven 

competition. In terms of the sector-level donor competition (direct effect), 

the effect evolves negatively over time in social sectors (specifically in 

Education and Health & Population sector). Those sectors are already 

confirmed to be vulnerable to the donor competition in the previous 

analyses, and this time, it is proven that such vulnerability is evolving over 

time. Again, the outcome of these sectors depends heavily on the 

complementarity of aid programs accompanied by a thorough coordination, 
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making the excessive inflows of donors and programs damaging. The fact 

that Education and Health and Population sectors are already very much 

crowded (Table 9) augment the concern.    

Reversely, the emerging donors driven competition emerges to 

positively affect the social sectors over time. Another finding is that the 

negative effect of emerging donors driven competition observed in the 

business sectors previously in Figure 2 and 3 turns out to be the result of its 

effect during the later time period (2010-2013). Such result suggests that 

emerging donors should be encouraged to draw their attention more on the 

social sectors while slowly deviating from the economic sectors.  

 

Table 9: Aid fragmentation by Sector (SLAF) 

 2000-

2002 

2003-

2005 

2006-

2008 

2009-

2010 

2013-

2011 

Education 59.75 58.50 59.78 58.13 60.695 

Gvnt 61.55 64.50 65.09 55.09 56.90 

Envt&Multi 55.80 57.40 57.56 54.46 54.03 

Agriculture 51.27 52.02 52.38 50.28 54.49 

Health&Pop 60.89 59.50 58.84 51.32 51.09 

Water/San 42.86 41.57 41.75 41.26 43.95 

Industry 34.44 38.79 37.60 42.14 37.77 

Comm 22.74 38.12 33.45 34.21 34.21 

Business 26.51 33.74 36.91 38.28 32.49 

Energy 26.67 27.56 30.99 34.18 30.69 

Transport 23.99 21.76 24.96 30.92 23.89 

 

Table 10: Top 5 Sectors with High Sector Level AF_ED (SLAF_ED) 

CRS Mean of AF_ED from 2000-2013 

Transport 11.34 

Industry .86 

Unallocated .79 
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Energy  .66 

Communication .298 

Water/San .27 

 

 

2.6. Conclusion 
 

The concern over donor competition is not something new, but the 

notion of donor competition is certainly different from the early years as the 

aid activities of emerging donors have become prevalent. Even if the 

restraints in the data of emerging donors are taken into the consideration, the 

aid amount from emerging donors is consistently growing, making up 

almost 50% of DAC aid in 2013. As emerging donors operate outside of the 

internationally agreed aid principles, they are often criticized for imprudent 

aid provision that exacerbate donor competition impairing aid effectiveness.  

In order to investigate the validity of such criticism, the paper 

empirically analyzes the effect of donor competition measured with the level 

of aid fragmentation. By analyzing both the effect of overall aid 

fragmentation and the one specifically caused by emerging donors, the 

paper aims to examine the effect of each type of aid fragmentation on the 

sector-level aid effectiveness. The result of the analysis imply that the 

anxiety over the detrimental effect of donor competition is rather amplified, 

while the effect of emerging donors is not as severe as to draw much anxiety.  

Most of all, the effect of the country-level donor competition on the 

sector level aid effectiveness turns out to be mostly positive, except for the 

social sectors. Previous literatures investigating the relationship between 

donor competition and aid effectiveness have only taken into account the 

country-level aid fragmentation level (donor competition level). They have 

discovered decrease of aid effectiveness, often measured with GDP, with the 

increase of donor competition. The country-level donor competition, 

however, only exerts indirect effect on the sector-level aid effectiveness that 

inevitably has a limited influence. The indirect effect can be the effect of 

changes in the country-level bureaucratic or administrative condition, 
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transaction costs, cross-sector influence that are brought from the increase 

of the country-level donor competition. Considering that the aid effect 

captured in the individual sector eventually build up the national economic 

growth, the result of analysis made in this paper suggests that perhaps the 

effect of country-level donor competition on the country-level aid 

effectiveness has been immoderately presumed.  

 According to the analysis of the individual sectors, social sectors 

(especially the education and health and populations sector) turn out to be 

most vulnerable to the donor competition. Such result is observed most 

saliently among the least developed countries with increasing severity over 

time. The aid programs provided in these sectors often involve service 

delivery to ‘people,’ meaning that the causal link between the output and 

outcome is long and complex as the outcome can only be achieved with the 

behavioral changes of the people. To bring about such behavioral changes, 

the consecutive programs are often necessary, while the recipient capacity to 

monitor and manage the program results is essential. It is also important that 

programs provided by the other donors complement each other rather than 

being redundant in these sectors. This can be achieved through a thorough 

coordination, which is only feasible when the recipient counterpart is 

adequately responding to the increasing donors with a policy driven 

guidelines. Obviously, this is not the case, especially in the LDCs, and the 

time frame based analysis result suggests that the situation may have not 

been improved over time. Considering that the social sectors are the most 

fragmented sectors, the emphasis of coordination in line with the capacity 

building of recipient side seems urgent.  

The analysis result of emerging donors driven competition also 

suggests essential implication, which is that emerging donors should draw 

their attention more on the social sectors, such as education and health 

sectors. The aid provided by emerging donors has been criticized for being 

infrastructure focused, as well as its possibility for threatening debt 

sustainability, environmental sustainability, governance condition of the 

recipient. All those criticisms were targeting the effect of the country-level 

donor competition driven by emerging donors (indirect effect). The analysis 
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result hardly provides evidence for such criticisms. The most salient indirect 

effect observed negatively is in Business and Health sectors, which do not 

correspond to the existing criticisms on emerging donors. In terms of the 

sector-level emerging donors driven competition, the emerging donors have 

focused on their aid efforts in the infrastructure-heavy sectors, such as 

Transport, Industry and Energy. As demonstrated by the analysis result, such 

efforts have not resulted in much of the significant outcome (at least the 

outcome is not negative). Rather, the aid efforts made in the social sectors 

generated positive results, especially in the LDCs and also, over time. It is 

often believed that emerging donors have better understandings of the 

recipient side (reference), which may have been reflected in the aid effort in 

those sectors. Such result should encourage emerging donors to draw their 

attention to increase their aid efforts in the social sectors.  

The findings from the analysis of this paper certainly do not correspond 

to the previous literature, demanding plausible explanations. The conclusion 

of previous literature on donor competition has been coherently resided on 

its negative effect on aid effectiveness, measured with GDP. It is not the 

case of this paper. The effect of the country-level donor competition has 

emerged to be rather neutral, while the sector-level donor competition can 

be beneficial to the selected sectors, such as Agriculture, Business, 

Communication, Water and Sanitation, and Transport. It is also observed 

that emerging donors driven competition can lead to the positive aid 

effectiveness in Education and Health sectors. Where is such discrepancy in 

the research results coming from? As mentioned earlier in this paper, the 

sector level improvements can be diffused by other contextual factors 

(natural disasters, political and economic disturbances, myriad of other 

factors that are often not measured with certain indicators) to be adequately 

captured in GDP (De and Becker, 2015). In addition, the national economic 

growth does not mean that all sectors are improving: “although some sectors 

of economy might be booming, driving overall economic growth, other 

sectors might be in recession” (Feeny & Ouattara, 2009, p.727) or vice versa. 

It means that the GDP level may be able to depict improvements in certain 

sectors. The decrease of aid effectiveness due to the donor competition 
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examined in the previous literature might have overlooked the 

improvements achieved in the sector level.  

There should also be more in-depth deliberations made on the way to 

measure the aid effectiveness. The ‘aid effectiveness’ is defined as the status 

where the objective of aid is achieved, which is poverty reduction. The GDP 

growth has been widely adopted as a measurement of ‘aid effectiveness’ 

based on the widespread agreement that “economic growth benefits the poor” 

(Ravallion & Chen, 1997l Dollar and Kraay, 2000, quoted from Feeny & 

Ouattara, 2009). However, the impact of growth on poverty is “largely 

depend on which particular sectors of the economy are driving economic 

activity” (2009). If the overall economic growth is observed with increasing 

aid, whereas the so-called pro-poor sectors (often represented by the 

agriculture sector) are still in recession, can we regard the aid as “effective”?  

The analysis carried out in this paper is an attempt to provide different 

perspective not only on the effect of emerging donors driven competition 

but also on the measurement of aid effectiveness. One of the limitations in 

such attempt is the data constraints. The aid data of emerging donors is not 

complete while many of them are missing the sector identification. 

Moreover, the donor competition is only lagged up to three years to 

minimize the data loss, restricting the analysis of the long-term effect of 

donor competition. The measurement indicators of the sector-level aid 

effectiveness are also not sufficient to entirely capture the changes of each 

sector. Despite such restraints, I believe the study can contribute to the 

previous literature with the endeavor of the empirical analysis in 

disaggregated level, which has never been attempted in the extensive rage 

covering diverse sectors. Such effort should be continued with the updated 

data (especially the one of emerging donors) targeting to measure the long-

term aid effectiveness.  

The overall result of the analysis can be regarded as a relief to the 

extensive concern over donor competition in some level, but should not 

discourage the effort for donor coordination. The already crowded field of 

international development cooperation with increasing bilateral-donors 

(both traditional and emerging), NGOs, and various international institutions, 
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is also attracting the private sector stakeholders as crucial financing source 

to achieve SDGs. With the expectation of the private sector participation in 

addition to the increasing activities of emerging donors, donor coordination 

cannot be emphasized more. As the analysis result of this paper implies, the 

efforts on the sector-level coordination among donors should be encouraged 

with the active participation of the recipient side during the coordination 

process, especially in the social sectors.  
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Appendix 
 

Table 11: Sectoral Projects and Amount 

 Project Count (2000-2013) Aid Amount (2000-2013) 

AdminCost 297 2.25e+09 

Agriculture 40250 5.42e+10 

BudgetSupport 1746 5.28e+10 

Business 9653 1.81e+10 

Commodity 341 4.14e+10 

Communication 12345 2.09e+10 

Conflict/Security 46 8.26e+07 

Construction 772 1.07e+09 

DebtRelief 3125 1.16e+11 

Disaster 5146 3.50e+09 

Education 106721 9.39e+10 

Emergency 44347 6.85e+10 

Energy 11292 1.36e+11 

Envt 26366 3.50e+10 

Financial 7952 4.41e+10 

Fishing 4626 2.76e+09 

Food 14301 1.70e+10 

Forestry 4556 6.22e+09 

Gvnt 124511 1.51e+11 

Health 58363 6.59e+10 

Industry 15171 4.38e+10 

Mining 1648 9.97e+09 

Multisect 72087 8.72e+10 

NGO Support 3816 1.57e+09 

OtherSocialInfra 58499 5.49e++10 

Population 53361 4.67e+10 
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Reconstruction 4028 1.37e+10 

Refugee 2968 2.95e+09 

Tourism 3017 2.14e+09 

Trade 6663 1.04e+10 

Transport 10223 1.75e+11 

Unallocated 14260 1.84e+10 

Water/San 26102 8.20e+10 

Women 47 8.64e+07 

 

Table 12: Aid Amounts from Emerging Donors and DAC donors 

Year 
ED aid 

(per year) 
DAC_aid_ 

(per_year) 
ED /DAC 

2000 2.42E+09 4.35E+10 6% 
2001 3.44E+09 3.53E+10 10% 
2002 3.20E+09 4.21E+10 8% 
2003 3.53E+09 5.33E+10 7% 
2004 3.57E+09 5.15E+10 7% 
2005 6.07E+09 6.96E+10 9% 
2006 1.05E+10 6.71E+10 16% 
2007 2.31E+10 6.25E+10 37% 
2008 8.32E+09 6.73E+10 12% 
2009 1.50E+10 8.87E+10 17% 
2010 1.33E+10 5.21E+10 26% 
2011 1.54E+10 7.22E+10 21% 
2012 1.38E+10 4.53E+10 30% 
2013 3.26E+10 6.95E+10 47% 
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Table 13: Dependent Variables for Each Sector 

Sector Indicator (DV) Description 

Education 

PrimaryCompletion 
Primary completion rate, total (% of 

relevant age group) 

EnrollPriSecond 
School enrollment, primary and secondary 

(gross), gender parity index (GPI) 

LiteracyA 
Literacy rate, adult total (% of people ages 

15 and above) 

PrepEnroll School enrollment, preprimary (% gross) 

PrimaryEnroll School enrollment, primary (% gross) 

Health & 

Population 

ImmuneDPT 
Immunization, DPT (% of children ages 12-

23 months) 

InfantMR Mortality rate, infant (per 1,000 live births) 

ImmuneMeasles 
Immunization, measles (% of children ages 

12-23 months) 

HEpublic Health expenditure, public (% of GDP) 

HEoop 
Health expenditure, out of pocket (% of 

total expenditure on health) 

PrenatalCare 
Pregnant women receiving prenatal care 

(%) 

HIV 
Prevalence of HIV, total (% of population 

ages 15-49) 

MMR_national 
Maternal mortality ratio (national estimate, 

per 100,000 live births) 

Gvnt 

CPIA 

CPIA public sector management and 

institutions cluster average (1=low to 

6=high) 

IDAindex 
IDA resource allocation index (1=low to 

6=high) 

Water/San ImprovedSFtotal 
Improved sanitation facilities (% of 

population with access) 
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ImprovedSFrural 
Improved sanitation facilities, rural (% of 

rural population with access) 

ImprovedSFurban 
Improved sanitation facilities, urban (% of 

urban population with access) 

ImprovedWStotal 
Improved water source (% of population 

with access) 

ImprovedWSrural 
Improved water source, rural (% of rural 

population with access) 

ImprovedWSurban 
Improved water source, urban (% of urban 

population with access) 

Energy  

ElecAccess Access to electricity (% of population) 

ElecConsume 
Electric power consumption (kWh per 

capita) 

EnergyUse 
Energy use (kg of oil equivalent) per $1,000 

GDP (constant 2011 PPP) 

Comm 

Telephone 
Fixed telephone subscriptions (per 100 

people) 

InternetServer 
Secure Internet servers (per 1 million 

people) 

InternetUser 
Individuals using the Internet (% of 

population) 

MobileUser 
Mobile cellular subscriptions (per 100 

people) 

Business 

FDIpercent 
Foreign direct investment, net inflows (% of 

GDP) 

NewBiz New businesses registered (number) 

OverallDTF 

Distance to Frontier score capturing the 

gap between an economy’s performance 

and a measure of best practice across the 

entire sample of 41 indicators for 10 Doing 

Business topics  

StartingBiz DTF Starting a Business DTF (Procedures, Time, 
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Cost, Minimum capital) 

Credit DTF 
Getting Credit DTF (Strength of Legal Rights 

index, Depth of credit information indes) 

Contracts DTF 
Enforcing contracts DTF (Time, Cost, Quality 

of judicial processes index) 

Transport 

FreightRail FreightTransport_Rail (Million Tonne KM) 

FreightRoad FreightTransport_Road 

FreightSEA FreightTransport_SEA 

RoadNetwork Total Road Network (Km) 

Railline Total Rail Line (Km)  

Industry 

Industry Industry, value added (% of GDP) 

IndustryEmp 
Employment in industry (% of total 

employment) 

IndustryRnD 
Research and development expenditure (% 

of GDP) 

Agricultur

e 

IrrLand 
Agricultural irrigated land (% of total 

agricultural land) 

AgrLand Agricultural land (% of land area) 

Agriculture  Agriculture, value added (annual % growth) 

AgrEmp 
Employment in agriculture (% of total 

employment) 

Crop Crop production index (2004-2006 = 100) 

Food Food production index (2004-2006 = 100) 

Livestock 
Livestock production index (2004-2006 = 

100) 

Envt&Mul

ti 

CO2Emission CO2 emissions (metric tons per capita) 

TGG_kt 
Total greenhouse gas emissions (kt of CO2 

equivalent) 

REconsumption 
Renewable energy consumption (% of total 

final energy sonumption) 
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Table 14 Aid Sectors of Emerging Donors 

Sector Aid Events Amount* 

Transport  219 5.80e+10 

Envt&Multi 250 5.56e+10 

Energy 161 4.77e+10 

Gvnt 161 4.15e+10 

Health&Pop 254 3.79e+10 

Education 261 2.40e+10 

Water/San 105 1.28e+10 

Industry 62 1.08e+10 

Agriculture 114 1.01e+10 

Communication 135 7.46e+09 

Business 26 5.36e+08 

 

Table 15: Sectors with High AF_ED 

2000-2002 2003-2005 2006-2008 2009-2010 2013-2011 

Comm (2.14) Transport (.13) Transport 

(2.06) 

Transport 

(30.8) 

Women (.03) 

Water/San(1.04) Food (.03) DebtRelief 

(.45) 

Industry (5.5) Refugee (.02) 

Industry (.07) Forestry (.001) Mining (.24) Energy (2.48) DebtRelief 

(.02) 

Transport (.37) NGO Support 

(.001) 

Energy (.23) Health&Pop 

(.32) 

Transport (.01) 

Energy (.16) Health&Pop 

(.001) 

Financial (.17) Water/San 

(.29) 

Construction 

(.007) 
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Table 16 Top 10 Recipient Countries with High Country-Level Aid 

Fragmentation 

Countries Aid Frag (Mean of 2000-2013) 

Mozambique 84.34 

Tanzania 82.9 

Cambodia 82.70 

Laos 82.01 

Nepal 81.87 

Palestinian Adm. Areas 81.65 

Nicaragua 81.42 

Cuba 80.79 

Rwanda 80.41 

Zambia 80.23 

 

Table 17 Countries with High Sector-Level Aid Fragmentation  

(by mean of 2000-2013 SLAF) 

Education Government Water/San Health&Pop 

Kenya (79.60) Uganda (83.04) Ethiopia (68.40) Bolivia (77.47) 

Palestinian Adm. 

Area (79.24) 

Cambodia (81.93) Tanzania (62.28) Laos (74.35) 

Congo, Dem. 

Rep. (76.83) 

China (80.86) Mozambique 

(61.29) 

Nicaragua (73.12) 

Vietnam (76.29) Bosnia_Herzegovina 

(80.24) 

Mali (60.90) South Sudan 

(72.56) 

Guatemala 

(76.12) 

Palestinian Adm. 

Area (80.16) 

Indonesia (60.06) Mozambique 

(72.28) 

Business Communications Energy  Transport 

Vietnam (62.62) Chile (55.16) Kenya (49.29) Mozambique 

(46.43) 
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China (56.92) Morocco (52.24) China (49.14) Tanzania (43.00) 

Indonesia (54.50) Senegal (51.11) Colombia (48.88) Cambodia (40.92) 

Uganda (53.46) Ethiopia (50.49) Tanzania (47.98) Ethiopia (39.39) 

Mozambique 

(52.93) 

Bolivia (50.00) Bolivia (45.00) Afghanistan 

(39.14) 

Agriculture Industry Evnt&Multi  

Nicaragua (75.09) Peru (62.91) Tanzania (77.94)  

Mozambique 

(74.68) 

Nicaragua (58.37) Bolivia (76.85)  

Mali (73.98) Serbia (56.52) Mali (75.59)  

Palestinian Adm. 

Areas (73.80) 

Chile (55.68) Nepal (75.39)  

Ethiopia (73.03) Senegal (54.36) Laos (74.91)  

 

Table 18 Recipients with High AF_ED 

2000-2002 2003-2005 2005-2008 2008-2010 2011-2013 

Seychelles 

(.53) 

Comoros  

(.23) 

Equatorial Guinea  

(.82) 

Comoros  

(3.41) 

Gambia  

(.44) 

Syria 

(.24) 

Guinea-Bissau 

(.22)) 

Seychelles  

(.31) 

Seychelles 

(3.12) 

Djibouti 

(.19)  

Algeria  

(.21) 

Mauritius  

(.20) 

Comoros  

(.23) 

Eritrea  

(.41) 

Mauritius 

(.12) 

Mauritius  

(.15) 

Gabon  

(.19) 

Mauritania  

(.22) 

South Africa 

(.32) 

Azerbaijan 

(.12) 

Comoros 

(.12) 

Lesotho 

(.17) 

Togo  

(.18) 

Gambia  

(.31) 

Jordan  

(.12) 
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Table 19 Estimation Method of Previous Studies 

Source Concerned Issue Applied Estimation 

Method 

Kilama (2016): 

examining aid allocation 

behaviors of traditional donors 

in response to the emergence 

of China in Africa 

1) Unobserved time-

invariant heterogeneity that 

is the source of endogeneity 

bias in bilateral model;  

  

1) First-differencing 

instead of fixed effects (if 

error terms are correlated 

fixed effects estimator can 

be inefficient) 

 

Barthe, Neumayer, 

Nunnenkamp, & Selaya 

(2014): 

: Accounts for competition for 

export markets among donors 

on aid allocation   

Possibility of time-varying 

overall propensity of donors 

to give aid and of recipients 

to receive aid;  

Donor-specific and 

recipient-specific year 

fixed effects 

Dreher et al. (2011): 

Compared ‘new’ donors aid 

allocation pattern to the ones 

of traditional donors 

While some new donors 

focus on a small set of 

recipients, they lacked a 

meaningful exclusion 

restriction;  

Use Tobit estimator, 

clustering standard errors;  

 

Berthelemy & Tichit (2003): 

Analyzes a three-dimensional 

panel data (recipient-year-

donor) to compare different 

donors’ aid decisions with 

variables of self-interest of 

donors, recipient needs and 

policy outcome.   

Censored data issue: the 

majority of bilateral aid 

commitment flows are equal 

to zero as donors tend to 

allocate aid only to specific 

targeted countries. (a 

nonlinear method of 

estimation needed)   

Employ a Tobit model that 

estimates the aid 

commitments in only one 

step, takes account of the 

endogenous selection of 

the recipients.  

Knack and Rahman (2007):  

Examine the causal 

relationship between donor 

fragmentation and 

bureaucratic quality of 

recipient country  

Donor fragmentation can be 

endogenous to changes in 

administrative capacity  

OLS with Fixed effect  

Annen & Kosempel (2009): 

Estimate the impact of 

technical and non-technical 

assistance on economic 

growth; also examine the 

donor fragmentation in 

relation to aid growth (aid 

effectiveness) 

1) Need to control for 

unobserved time invariant 

variables that may be 

correlated with some of the 

independent variables;  

2)‘strict exogeneity’ 

assumption to be held for 

FE to yield a consistent 

estimate  

1) country and time fixed 

effects 

2) Instead of fixed effects, 

generalized method-of-

moments (GMM) used: 

address the problem of 

unobserved country fixed 

effects and do not require 

the strict exogeneity 
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3) Aid variable can be 

endonenous if aid is given 

due to the “need” of a 

recipient 

assumption 

3) Used lagged level 

variables to serve as an 

instrument for first 

differences and lagged 

differences serve as an 

instrument for level 

variables 

(Compared results of OLS, 

FE, and GMM)  

Djankov, Motalvo, & Reyanl-

Querol (2009): 

Studies the relationship 

between donor fragmentation 

and aid effectiveness 

(measured with Growth)  

Compared results with OLS, IV, GMM, and FE 

- IV is sued treating the interaction between foreign aid 

and donors’ fragmentation as endogenous variable 

- GMM is also used as IV estimators in the presence of 

heteroskedasticity may not be eifficient 

Figure 5: Emerging Donors vs. All other (Aid Amount) 
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Figure 6: Trends of Effect Size (All vs. Significant) 
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Chapter 3. [Essay 2] Donor competition 

and Traditional Donors’ Behavior 
 

 

3.1 Introduction 
 

The concerns over the donor competition and aid fragmentation 

impairing aid effectiveness have prolonged for decades, but studies on the 

allocation behavior of donors in respond to aid fragmentation are relatively 

scarce. Instead, allocation behaviors of donors were often investigated to 

explain the phenomenon of aid fragmentation (Inaky, Peter and Rainer, 2009; 

Burky, 2011; Frot and Santiso, 2011; Annen and moers, 2016). It is 

undeniable that donor allocation choice is the major factor that can explain 

the aid fragmentation. However, there is also a necessity to understand the 

possible inverse causal relationship between donor competition and donor 

allocation. Indeed, it is widely realized that donors take into account what 

other donors are doing (Trumbull & Wall, 1994, quoted from Kilama, 2016) 

when making aid decisions. Since the level of aid fragmentation implicitly 

represent ‘what the others are doing’, it can be presumed that aid 

fragmentation affect the allocation choices of the donors.  

It is the allocation behavior of OECD DAC donors1 in particular that 

this paper is focused on. The stakeholders in the field of international 

development cooperation have been diversified with the emergence of new 

donors such as SSDC donors2. However, as these new donors mostly 

operate outside of the established international cooperation framework, the 

traditional donors – namely the OECD DAC countries- are inevitably under 

                                           
1 OECD DAC donors: The OECD Development Assistance Committee is a unique 

international forum of many of the largest funders of aid, including 30 DAC Members. 

OECD countries which are not yet formal members of the DAC participate fully in DAC 

meetings. The World Bank, the IMF, UNDP, the African Development Bank, the Asian 

Development Bank, and the Inter-American Development Bank participate as observers. 
2 Definition of emerging donors is already introduced in chapter 2 (Essay 1), therefore 

skipped in this chapter.  
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more pressure for donor coordination than the emerging donors are. 

Moreover, it is acknowledged that the DAC donors “need to grasp the rise 

of other providers of cooperation” and act accordingly to maintain their 

relevance in this field where different dynamics are observed with the new 

actors (Zimmerman & Smith, 2011, p. 733). Either to respond to the 

coordination pressure or to seize the ‘relevance’ in the field, behavioral 

change in terms of aid allocation of DAC donors is very likely expected.    

In this respect, this paper tests a hypothesis that DAC donors make 

behavioral change via their aid allocation decision in relation to the increase 

of donor competition. I take the aid fragmentation index (calculated both in 

country-level and sector-level; as a measure for donor competition) and the 

portion of aid fragmentation caused by the emerging donors as major 

explanatory variables that may have an effect on the allocation decision of 

DAC donors. Allocation behaviors of the DAC donors are also examined by 

groups, which are divided into three based on their characteristics defined 

by the previous literature. The analysis not only aims to capture the general 

pattern of aid allocation in response to donor competition, but also to detect 

any signals for coordination efforts made by the DAC donors especially in 

the highly fragmented sectors.  

The paper further explores the possible mediation effect of DAC 

allocation within the causal relationship between donor competition and aid 

effectiveness. The mediation analysis “defines a mechanism as a process 

where a causal variable of interest (treatment” influences an outcome 

through an intermediate variable, which is referred to as a mediator” (Keele, 

Tingley, & Yamamoto, 2015, p.938). In this paper, the mediator is the 

change in DAC allocation where the treatment is donor competition and the 

outcome is the sector-level aid effectiveness. The objective of this mediation 

analysis is to investigate whether or not the changed DAC allocation due to 

the donor competition can provide any explanation for the causal 

relationship between donor competition and aid effectiveness. Although the 

result of mediation analysis does not reveal the meaningful size of 

mediation effect, such attempt is worth the effort to gain a comprehensive 

understanding of the causal mechanism.   
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Overall, the paper aims to focus on the donor side when analyzing the 

causal effect of aid effectiveness, turning away from the previous literature 

usually focusing on the recipient country factors when maneuvering the 

causal inference of aid effectiveness.  

This paper is composed of the following sections: previous literatures 

on aid competition and aid allocation are reviewed (Section 3.2), followed 

by the categorization of DAC donors (Section 3.3). After introducing Data 

and Methodology (Section 3.4), the result of donor allocation analysis 

(Section 3.5.1) and mediation effect analysis (Section 3.5.2) are discussed. 

The conclusion and policy implications are presented in Section 3.6.  

 

3.2 Aid Competition, and Donor Aid Allocation 
 

There have been a vast amount of research in relation to donor 

allocation, but one that endeavored to explain donor allocation in response 

to donor competition or aid fragmentation is not found. Instead, most of the 

works are studying the other way around, attempting to examine how the 

donor aid allocation contributes to aid fragmentation. Using a game-

theoretic framework, Annen and Moers (2016) argues that donors allocate 

aid in order to maximize its aid impact and such allocation choice leads to 

aid fragmentation. Frot and Santiso (2011) also empirically analyzed the aid 

“herding” among donors that lead to aid fragmentation, although they did 

not provide the donor motivations behind this “herding.” Others mainly 

have explored the patterns and trends of donor aid allocation to explain the 

phenomenon of donor competition and aid fragmentation (Burky, 2011; Frot 

& Santiso, 2009).  

Other papers related to donor allocation are often focused on the 

recipient side determinants (Burnside & Dollar, 2000; Berthelemy & Tichit, 

2004; Fuchs, Dreher & Nunnenkamp, 2014; Dreher, Nunnemkamp & Theile, 

2011) or the aid motives of donors (Lundborg, 1998; Alesina & Dollar, 2000; 

Svensson, 2003; Berthelemy, 2006; Hoeffler & Outram, 2011; Younas, 2008) 

in search of causal explanation for the aid allocation decision, mostly with 

the country-level of aid allocation analysis. Thiele, Nunnenkamp & Dreher 
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(2007) looks into the sector-level aid allocation decision of selected donors 

when they measured how much of the MDGs indicators affect the aid 

decisions of DAC donors. But their analysis focuses on whether or not the 

MDGs are taken into the consideration of aid allocation, not on the 

allocation behavior trends of the donors.   

In contrast to the rare studies on donor response to aid fragmentation, 

there are numbers of researches on the response of the traditional donors on 

the competitive pressures brought by the emerging donors. The competitive 

pressured introduced by emerging donors have been addressed by existing 

literatures but they “have largely focused on the institutional level with the 

tension between high-level directives to engage with emerging donors” 

(Walshe-Roussel, 2013, p. 804). Perhaps that is why most of the researches 

on the response of traditional donor to emerging donors are confined to their 

political reactions on institutional level to coop with or to embrace the 

emerging donors in order to sustain the established international aid regime 

(Rowlands, 2008; Rosser & Tubilewicz, 2016; Woods, 2008; Paulo & 

Reisen, 2010; Zimmermann & Smith, 2011; O’Keefe, 2007; Chin & Quadir, 

2012; Grimm, Humphrey, Lundsgaarde & John de Sousa, 2009).  

Other studies on the response of traditional donors to emergence of 

new donors and the increased competition are in the form of region specific 

case-studies (Kilama, 2016; Sato, et al., 2011). Kilama (2015) has presented 

evidences of donors’ competition in Africa by addressing the aid allocation 

behaviors of the DAC donors in response to the Chinese aid in the region. 

Wissenbach (2009) has also discussed about the strategic choices of 

traditional donors ranging from confrontation to cooperation in response to 

‘China’s Africa Safari.’  

As this paper empirically analyzes the effect of the overall aid 

fragmentation as well as the emerging donor driven competition on DAC 

donors’ aid allocation, it can contribute to the previous researches on the 

determinants of aid allocation decision. With the sector level analysis, the 

result of the analysis can provide quite specific policy implications for 

donor coordination as well.  

Further, the mediation effect analysis of DAC aid allocation provides 
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an opportunity to delve into the so-far-unknown causal mechanism between 

the aid fragmentation and aid effectiveness. The mediation analysis is 

gaining its popularity in social and medical sciences, including 

epidemiology, psychology, and political science (quoted from Keele et al., 

2015). Through the mediation analysis, I attempted to identify the effect of 

DAC allocation behavior within the causal pathway between the aid 

fragmentation and aid effectiveness. Although the findings from the 

mediation analysis of this paper was somewhat meager, such attempts 

should be encouraged in the study of international development field where 

the causal pathways are usually both complicated and complex.  

 

3.3 Categorization of DAC donors 
 

This paper examines behaviors of traditional donors as a whole as well 

as by groups with similar characteristics.  

Donors that are the member of OECD DAC are often referred as 

“traditional donors” or “DAC donors.” Considering the diversity within this 

group of “traditional donors,” such reference is associated with too much of 

a generalization. In order to acknowledge the different patterns of aid 

allocation behaviors, this paper categorizes the DAC donors into the three 

groups.  

 For donor classification, I follow Dreher et al. (2011) that classified 

donors into two groups: 1) the three largest donors: U.S., Japan, and 

Germany, and 2) “like-minded” DAC donors, i.e., Canada, Denmark, the 

Netherlands, Norway, and Sweden. This paper adds another group into this 

classification: small and new DAC donors, i.e., Korea (Joined in 2010), 

Czeck Republic (Member since 2013), Hungary (Member since 2016), 

Iceland (Member since 2013), Portugal (Member since 2013), Slovak 

Republic (Member since 2013), Slovenia (Member since 2013). Moreover, 

the other two major donors, which are France and England, are included into 

the three largest donors, composing the Large donor group (Type 3).   

The table below is the categorization DAC donors employed in the 

analysis of paper.  
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Table 20: Classification of Traditional Donors 

Donor Group Countries 

Large DAC Donors 

(DAC_type 3) 

U.S., Japan, Germany, France, England 

“Like-minded” DAC 

Donors 

(DAC_type 2) 

Canada, Denmark, Netherlands, Norway, 

Sweden 

Small and New DAC 

Donors 

(DAC_type 1) 

Korea (Joined in 2010), Czeck Republic 

(Member since 2013), Hungary (Member 

since 2016), Iceland (Member since 2013), 

Portugal (Member since 2013), Slovak 

Republic (Member since 2013), Slovenia 

(Member since 2013) 

 

The reason for investigating the aid allocation behaviors of different 

groups DAC donors is to earn more thorough understanding of the effect of 

donor competition on the DAC donor behavior, which might have an 

extensive effect on the end outcome - aid effectiveness. As demonstrated in 

Figure 1 and 2, different behavior patterns are observed for each DAC group. 

It implies the different reasons and philosophy of each DAC group in 

making allocation decision. It can be also inferred such demonstration that 

each DAC group might differently reacts to the level of donor competition.    
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Figure 8: DAC Allocation by Type 

Figure 7: DAC Allocation by Sector 
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The obvious difference in aid patterns endorses the necessity for the 

by-the -group analysis. The (mean of) aid amount allocated to each recipient 

of the “Large” donors is much larger than the ones provided by the other 

two groups. The aid amount of “small and new donors” is relatively small 

compared to the other two groups, but seems to increase most rapidly. The 

difference in aid allocation pattern is also observed in the sector-level. Type 

1 DAC (‘small and new’) and Type 3 DAC (‘Large’) exhibit the 

distinctively preferred sector (which are ‘Industry’ and ‘Transport’ 

consecutively), while Type 2 (‘Like-minded’) DAC donors do not seem to 

have a distinguishable sector.  

As the different aid patterns are already observed, the examination of 

how each donor group responds to the aid fragmentation and emerging 

donors’ contribution to such aid fragmentation can provide meaningful 

insights in understanding the effect of aid fragmentation on behaviors of 

donors and ultimately on aid effectiveness.   

 

3.4 Data and Methodology  

 

3.4.1 Data 

 

The dataset being analyzed in this paper is mainly drawn from the 

AidData Initiative (Tierney et al., 2016)3. The main reason for using the data 

from the AidData because AidData provides aid allocation information of 

both the DAC (data is collected from OECD Creditor Reporting System) 

and emerging donors. The aid information of emerging donors is essential in 

this analysis in order to calculate the donor competition index that reflect the 

aid activities of emerging donors4.   

                                           
3 The dataset investigated in this paper is almost identical to the one in Chapter 2 (Essay 1). 

The explanations of data for this paper is focused on the differences it has compared to the 

dataset of Chapter 2 (Essay 1) in order to minimize the redundancy.  

4 The detailed introduction of AidData is not included as it is already mentioned in Chapter 

2 (Essay 1). 
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The dataset is structured as follows: the recipient-level aid amount is 

merged to the donor-recipient pair, whereas the sector level aid amount is 

merged to the donor-recipient-sector pair; the country-level donor 

competition index (both the overall donor competition as well as the donor 

competition caused by emerging donors) is matched to each recipient 

country by year; the sector-level donor competition index is matched to each 

recipient country by year and sector. The outcome variables for the 

mediation analysis, which is the sector-level aid effectiveness indicators, are 

merged to each recipient by year and sector.  

Following the first essay (Ch. 2), this paper looks into the data from 

2000 to 2013 for the similar reason. The objective of this research is to 

investigate the changes in DAC donors’ aid allocation behavior led by donor 

competition (measured with aid fragmentation) that is assumed to be 

heightened due to the entrance of emerging donors. The changes in DAC 

donor allocation, if observed, may provide some explanations or evidences 

for coordination efforts made by the DAC donor side. As the issue of donor 

competition as well as donor coordination (partially led by the rise of 

emerging donors) started to receive attention since the early 2000’s5, the 

time period of year 2000-2013 is selected to be examined.  

Overall, the dataset includes 28 DAC donors, 165 recipients (8 

recipient region), and 158,556 sector-level aid events. Aid amount and other 

variables involving currency are adjusted to USD 2011 constant amount. 

The variables of interest including the control variables are described in the 

table below.  

 

Table 21: Explanatory Variables 

                                           

5 The choice of time period is already discussed in the previous chapter (Essay 1), 

therefore only brief explanation is included in this paper. 

Variable Description Source 

Dependent Variables 

DAC Donors aid 1) DAC donor aid allocation per AidData  



76 

 

                                           

6 Data can be accessed at http://www.systemicpeace.org/ 

7 Data available at http://www.bp.com/en/global/corporate/energy-economics/statistical-

review-of-world-energy/downloads.html 

allocation recipient (amount), 2000-2013 

2) DAC donor sectoral aid 

allocation per recipient (amount), 

2000-2013 

Competition Level 

(Lagged) Donor 

Competition Index  

(also known as aid 

fragmentation index: 

AF) 

1) Country-Level Aid 

Fragmentation & 2) Sector-Level 

Aid Fragmentation are calculated 

using the Herfindahl Index (HI); 

2000-2013  

(Calculated 

using data 

from)  

AidData 

(Lagged) Donor 

Competition Index 

caused by Emerging 

Donors (AF_ED) 

Percent change of Aid 

Fragmentation Index due to the 

entering of Emerging donors  

(Calculated 

using data 

from) 

Aid Data 

Control Variables 

GDP per capita GDP per capita, 2000-2013 CIA, World 

Bank 

Population Total population, yearly, 2000-2013 World Bank 

Polity 2 Ranges from (-10) (most 

autocratic) to 10 (most democratic), 

2000-2013 

PolityIV 

project6  

Control for 

Corruption 

Estimate of governance (ranges 

from approximately -2.5 (weak) to 

2.5 (strong) governance 

performance), 2000-2013 

World 

Governance 

Indicators;  

Distance Bilateral distance (weighted by 

populations of major cities) 

CEPII (Mayer 

& Zignago, 

2011) 

Oil production Oil production million tonnes, 

2000-2013 

BP7 

Gas production Gas production million tonnes oil 

equivalent, 2000-2013 

BP 

Coal production Coal production million tonnes oil BP 
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(Dependent Variable) DAC aid allocation to the sectors of each 

recipient (DAC_RS) and DAC allocation to the each recipient with all 

sectors aggregated (DAC_R) are the dependent variables. In causal 

mediation analysis, these variables are employed as the mediator. 

The sector-level DAC aid allocation is drawn by aggregating the 

originally project-level aid allocation information provided by the AidData. 

Each project was assigned to the coherent level of CRS sector codes before 

aggregated into the sector-level aid events. Some were newly given with a 

sector code according to their project information, while some projects with 

lower-level sector codes (i.e. vocational training: 11330) were re-assigned 

with the upper-level sector code (i.e. Education: 112), so that all projects are 

assigned with the coherent level sector code.     

Total of 11 sectors are selected to examine the sector-level allocation. 

Because the ultimate reason for looking at the sector-level aid allocation 

behavior is to identify any possible explanation for the causal pathway 

between aid fragmentation and aid effectiveness. For this reason, the sectors 

that are not appropriate for assessing effectiveness (such as the sectors that 

                                           
8 Calculated using the trade indicators module provided at 

http://wits.worldbank.org/WITS/WITS/WITSHELP/Content/Utilities/e1.trade_indicators.ht

m. 

9 Represents the liquidity in the economy 

equivalent, 2000-2013 

Share in donor 

exports 

Share of exports sold in each 

recipient country in the home 

country (donor country)’s total 

export, 2000-2013 

World Bank8 

Openness Index Trade of each country (% of GDP), 

2000-2013 

World Bank 

Inflation Yearly consumer price inflation, 

2000-2013 

World Bank 

Broad Money Money velocity9 (M2/GDP), 2000-

2013 

World Bank 

Life Expectancy Life Expectancy at birth in years, 

2000-2013 

World Bank 
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fall into the categories of Commodity Aid and General Program Assistance, 

Action Relating to Debt, Humanitarian Aid, Administrative Costs, Refugees 

and Unallocated) are excluded. Secondly, the sectors that seemed to share 

effectiveness indicators are combined together for the analysis purpose. As a 

result, ‘Health’ sector and ‘Population’ sector are combined as ‘Health&Pop’ 

while ‘Environment Protection’ and ‘Multisector’ are combined as 

‘Envt&Multi.’ Lastly, sectors with less than 4000 aid events are also 

excluded (i.e. Fishing, Forestry, Construction, Tourism and Trade) except 

for ‘Communication’ and ‘Transport’ as these sectors make up large share of 

aid amount despite the less than 4000 aid events. The selected sectors, 

number of aid events, and aid amounts per sector are presented in the table 

below. 

 

Table 22: Selected Sectors for the Analysis 

Sector (CRS code) 
Number of Aid 

Events 

Aid Amount (Mean 

of 2000-2013) 

Education (110) 18,572 5.40e+09 

Health(120) & 

Population (130) 
14,682 5.38e+09 

Water and Sanitation (140) 8,213 3.64e+09 

Government and Civil Society (150) 18,966 6.74e+09 

Transport (210) 4,318 5.48e+09 

Communications (220) 4,461 5.3e+09 

Energy (230) 5,071 4.29e+09 

Business (250) 4,604 7.1e+09 

Agriculture (311) 10,442 2.34e+09 

Industry (321) 5,869 1.44e+09 

Environment (410) & Multisector (430) 17,308 4.00e+09 
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(Independent Variables 10 ) I follow Knack & Rahman (2007) to 

quantify the degree of donor competition by constructing a Herfindahl Index 

of donor concentration11. A Herfindahl index of donor concentration is 

calculated by summing the squared shares of aid over all donor agencies. 

Suppose that the total amount of aid provided to a recipient country in a 

certain year is Q, with N donors, and the amount of aid provided by donor i 

to this particular recipient is represented by qi, then the Herfindahl Index of 

donor concentration is calculated with the following equation (where donor 

i’s aid share is defined as Si = qi/Q.):  

HI =  ∑ Si2

N

i=1

 

Aid fragmentation index measuring the intensity of donor competition 

is calculated from this equation by subtracting the Herfindahl Index (which 

ranges from 0 to 1) from 1, and multiplied by 100. Higher value of aid 

fragmentation index greater the competition it means. Aid concentration 

index (also called as aid proliferation index) and aid fragmentation index 

have been used for empirical analysis for previous literatures examining 

donor allocation behavior and is effects (Kimura, Mori,& Swada., 2012; 

Sato et al., 2011; Annen and Moers, 2016; Kilama, 2016). Because the word 

‘aid fragmentation’ is often used with negative connotation, I use ‘donor 

competition’ instead of ‘aid fragmentation,’ but implies the same meaning.   

Country level donor competition (CLAF) is calculated with each 

donors’ market share in country level, whereas the sector level donor 

competition (SLAF) is calculated with the market share of each donor (Si) 

in each sector (Qi = Total aid per a sector in a recipient country in Year i).   

It is true that donor’s expenditure does not always accurately reflect its 

level of involvement and influence in a recipient’s development program 

(Knack and Rahman, 2007) as the index only measures the “market share.” 

However, because it is impossible to conduct comprehensive case studies 

                                           

10 Most of the contents are overlapped with the Essay 1, as both papers shares the same 

independent variables.  

11 Sato et al. (2011) and Kimura et al. (2012) also follow Knack and Rahman (2007) 
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for each recipient country that involve a qualitative approach, analysis with 

“market share” measures should be befitting.     

The level of emerging donor driven competition (aid fragmentation 

caused by the Emerging Donors: AF_ED) is measured by calculating the 

percent change in the aid fragmentation with and without the emerging 

donors’ aid.  

AF_ED =
AFwithAllDonors − AFwithoutED

𝐴𝐹𝑤𝑖𝑡ℎ𝑜𝑢𝑡𝐸𝐷
 

 

Again, country level donor competition (CLAF_ED) caused by the 

emerging donors as well as the sector level donor competition (SLAF_ED) 

caused by the emerging donors are calculated.  

It should be noted that there was a restraint in employing aid 

information of China. AidData only provides Chinese aid allocation 

information that is placed in African continent (from 2000 to 2013)12. For 

this reason, the aid fragmentation index is calculated without Chinese data, 

except for the African countries. Such limitation in data certainly causes 

some restrictions in the analysis, but should not be a problem to investigate 

the trends of the emerging donors’ effect on DAC donors’ aid allocation 

behavior. I conducted an additional country-level aid allocation analysis by 

the recipient-region to see whether there is any cross-continent difference in 

aid allocation due to the data discrepancy, but the result does not convey 

much difference between the regions.  

 

 (Control Variables) Other possible determinants are selected to be 

controlled in line with the previous literature. GDP per capital and life 

expectancy are included to capture recipient needs following Kilama (2016). 

Recipient countries’ population is included to control for the often-reported 

‘small country bias’ in aid allocation. “Control of corruption” from 

Worldwide Governance Indicators (WGI) project13 and Polity2 score from 

                                           
12 The limitations in Chinese data is already explained in Essay 1, therefore not included in 

this paper. 
13 WGI project reports aggregate and individual governance indicators for over 200 
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Polity IV that measure ‘good governance’ are also controlled as they can 

affect the donors’ allocation decisions. Following Dreher et al. (2011) and 

Dreher & Fuchs (2016), distance between capital cities in the recipient and 

donor country, donors’ export share, and endowment of mineral and energy 

resource are also included as these variables can affect donors’ aid decisions.  

 

(Outcome Variables for Mediation Analysis) For the causal-mediation 

analysis, the sector-level aid effectiveness indicators are adopted as the end 

outcome variables. The aid effectiveness indicators for each sector are 

drawn from the “Essay 1: Emerging Donors driven Donor Competition and 

the Sector-Level Aid Effectiveness,” thus further explanation on the 

selection of indicators should not be necessary.  

 

3.4.2 Estimation Method 

 

As already mentioned, the paper involves two different empirical 

analysis. First, the effect of competition pressure on the DAC donors’ 

allocation behavior is examined, and secondly, the possible mediation effect 

of the DAC donors’ behavior on the causal relationship between competition 

level and aid effectiveness is tested.  

For the first analysis, traditional donors’ allocation behavior is 

examined in two different level: i) per recipient aid allocation by year; ii) 

per recipient sector-level aid allocation by year. Per recipient aid allocation 

is examined with the country-level donor competition, while the sector-level 

aid allocation is investigated with both the country-level and the sector-level 

donor competition. Each analysis is also conducted for all of the DAC 

donors as a whole, and by each group of DAC donors, as classified in the 

previous section.  

For the analysis proposed, I employed recipient and year fixed-effect 

multi-regression model. Even though the determinants that may affect 

                                                                                                           

countries and territories over the period of 1996-2015, for six dimensions of governance: 

voice and accountability, political stability and absence of violence, government 

effectiveness, regulatory quality, rule of law, control of corruption. 
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donors’ allocation behavior other than competition level is controlled with 

control variables, there is still a possibility of endogeneity bias due to the 

unobserved time-invariant variables that may affect donors’ allocation 

behaviors. To overcome such issue, the previous literatures with the similar 

concerns have also adopted fixed-effect models for their analysis (Knack 

and Rahman, 2007; Annen and Moers, 2016; Barthe, Neumayer, 

Nunnenkamp, & Selaya, 2014).  

 The estimation model for each analysis is the following:  

 

As demonstrated, the independent variables are lagged by one year. It is for 

the two reasons: 1) DAC donors commitment decision is taking place once a 

year to be reported, and it is more rational to presume that the donor 

competition level of the previous year influences this year’s aid decision; 2) 

there exists a risk of a endogeneity problem between the dependent variable 

(Donor competition calculated with aid fragmentation index) and 

independent variable (DAC aid amount) as the share of DAC donors’ aid 

amount is included in the calculation of aid fragmentation index. By making 

the lag of the independent variable, I tried to minimize the possible 

endogeneity issue.  

From (a) to (c), each analysis is carried out by DAC_type, while the 

analysis (a) is also run by the recipient region.   

For the second analysis to estimate the mediation effect, a causal 

mediation analysis model, which is a linear structural equation model 

(LSEM) to estimate causal mediation effects is adopted, following Keele, 
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Tingley, & Yamamoto (2015). The LSEM used in mediation analysis can be 

illustrated with the equations below:  

 

    (1)                             𝑀𝑖 =  𝛼2 +  𝛽2𝑇𝑖 + 𝜉2
⊺𝑋𝑖 +  𝜖𝑖2                 

                   (2)                           𝑌𝑖 = 𝛼2 + 𝛽3𝑇𝑖 + 𝛾𝑀𝑖 + 𝜉3
⊺𝑋𝑖 + 𝜖𝑖3               

 

𝑀 is the mediator, which is the change in DAC allocation, where T is the 

treatment (donor competition; donor competition caused by emerging 

donors) and Y is the outcome (the sector-level aid effectiveness indicators.)  

The equation (1) is actually the first analysis carried out in this 

paper (equation (a), (b) and (c)) where the DAC allocation (M) is regressed 

with the T (aid fragmentation). For the sectors where statistically significant 

DAC donor allocation is observed, the equation (2) in the mediation 

analysis is carried out with the outcome variables that are selected to 

measure the aid effectiveness of the particular sector. Equation (2) is run 

twice, with and without the treatment variable, in order to calculate the 

difference in 𝛾, which is the mediation effect.  

 

3.5 Result and Discussion 
   

3.5.1. Aid Allocation Analysis Result 

 

The main objective of the aid allocation analysis is to capture the 

pattern of the DAC allocation behaviors in respond to the donor competition. 

If any findings are observed, there is a room to construe the efforts of aid 

coordination made by the DAC donors in respond to the aid competition. 

Berthelemy & Tichit (2004) has attempted to test if donors take note of 

other donors’ aid allocations by including aid provided by other bilateral 

donors as a control variable when analyzing the aid allocation of donor 

countries. They expected a negative coefficient of this variable if 

coordination and specialization effort is made by donors. Although their 

findings suggested that donors favor the same “aid darlings” (quoted from 
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Thiele et al. 2007), I expected to find the evidence of coordination efforts 

from the donor side in my analysis as it is carried out in a disaggregated 

level.   

The Table 3 demonstrates how the country-level aid allocation (aid per 

recipient) is affected by the country-level donor competition (CLAF). The 

aid amount per recipient is examined for all recipients (column (1)) and for 

each recipient region. As already mentioned, the Chinese aid data is only 

included in the calculation of donor competition in the African region. By 

running the regression by recipient region, any regional difference in DAC 

donor behaviors is intended to be distinguished, while I also tried to sort out 

any distinctive result that possibly is culminated from the Chinese data. 

The result of the country-level allocation regression illustrates that the 

country-level of donor competition hardly shapes the country-level aid 

allocation of DAC donors. The amount of aid provided by DAC donors as a 

whole appears to increase in response to the overall country-level donor 

competition. Decrease of aid allocation is demonstrated by the Type 2 

donors (“like-minded” donors) in North and Central America, but it is 

difficult to find any other significant DAC allocation change from other 

types of donors. The decrease of Type 2 donors’ aid from the North and 

Central America is presume to be due to the growth achieved in this region. 

Indeed, many countries in this region, including Mexico and Costa Rica, are 

becoming to be regarded as the middle income countries, and the takeoff of 

existing donors are observed (OECD, 2012)14. Such decrease of aid can be 

also regarded as the effort of coordination to mitigate the increase of donor 

competition. On the other hand, the increase of the overall DAC allocation 

implies that the increase of donor competition in the country-level does not 

discourage donors to reduce their aid commitment. Such result seems to be 

driven by the Type 3 donors, as this group demonstrates the similar pattern 

of aid allocation behavior (although none of the result is significant). 

                                           
14 Mexico and Costa Rica are both actively participating in the Triangle cooperation, being 

both a recipient and a development cooperation provider (OECD website: 

http://www.oecd.org/dac/dac-global-relations/mexicos-development-co-operation.htm; 

http://www.oecd.org/dac/dac-global-relations/costa-ricas-development-co-operation.htm)  

http://www.oecd.org/dac/dac-global-relations/mexicos-development-co-operation.htm
http://www.oecd.org/dac/dac-global-relations/costa-ricas-development-co-operation.htm
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Although the country-level analysis does not convey the aid allocation 

behavior made to the individual recipient country, it can be still inferred that 

the overall increase of aid amount would not mitigate the overall country-

level donor competition of recipients.  

The response of DAC donors to the country-level emerging donors 

driven competition is even scarcer. None of the DAC types demonstrates 

any significant behavioral change in their recipient-level aid allocation in 

respond to the increase of the country-level emerging donors driven 

competition. The result suggests that DAC donors are drawing their 

attention away from this region with the increase of emerging donors’ 

participation. Such trend is also observed in the Far East Asia, Middle East, 

North and Central America, and Oceania (although they are not significant), 

while the allocation of the DAC donors as a whole increases in Africa, 

South & Central Aisa and South America in respond to the increase of 

emerging donors driven competition. Most of the results are not statistically 

significant, but the overall trend coincides with the increase of aid flow 

towards Africa and South America (Salois, 2013; OECD, 2012; UN/DESA, 

2017).  

Moving on to the sector-level aid allocation analysis, the results are 

discussed with several focal points. Firstly, I tried to compare between the 

results with the country-level donor competition (CLAF) and the sector-

level donor competition (SLAF). The country-level donor competition can 

be understood to have an indirect pressure to the sector-level aid allocation 

decision, while the sector-level donor competition has rather a direct effect 

on the sector-level aid allocation decision. Aid provision15 is often decided 

by the sectors, but donor competition is usually discussed in the country-

level. The donor competition observed in the country-level can either affect 

donors to be more competitive to maintain their relevance in the specific 

region, or can lead donors to move away from the recipient country as they 

                                           
15 By aid, I only designate the Country Programmable Aid (CPA) disregarding other forms 

of aid, such as debt relief, humanitarian and food aid, support to NGOs and local 

government.  
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recognize the crowded aid environment. The country-level donor 

competition can be considered to have a direct influence on the country-

level aid allocation decision (aid per recipient), whereas it would have rather 

an indirect affect to the sector-level aid allocation decision (it also can be 

regarded as a Top-down effect). On the other hand, the sector-level donor 

competition can be considered to directly influence the sector-level aid 

allocation decision. The sector-level donor competition observed within a 

sector would directly influence the forthcoming sector-level aid decision: 

either the donors would compete for the aid impact within the sector, 

therefore increase their aid to the specific sector (Annen & Moers, 2016), or 

they would pursue aid coordination by reducing their aid especially from the 

highly fragmented sectors. It is assumed that donors would more likely 

pursue coordination (by reducing their aid) if the sectors are less of their 

focus of interest. Another interest of analysis is whether donors display 

more coordination effort in the already highly fragmented sectors. 

In terms of the indirect effect of donor competition (the country-level 

donor competition) on the overall DAC allocation in the sector-level (per 

recipient), increase of aid in the social sectors (specifically Health and 

Population, and Government) is observed by all types of donors, whereas 

the decrease of aid in economic infrastructure sectors is demonstrated 

majorly by the Type 3 donors. In addition, the donor competition also 

induced the increase of aid in the Agriculture sector by all types of donors.  

In other words, donors tend to provide their aid in social sectors to a country 

where increased donors are being observed. The trend of results is in 

accordance to the general allocation trends of DAC (OECD, 2012), which 

implies that the level of donor competition does not have enough influence 

to change donors aid decision that would interrupt the general trends of 

allocation. The decrease of aid in the Economic infrastructure seems to be 

driven by the Type 3 donors. Among the Type 3 donors, aid from U.S. and 

Japan used to  be highly focused on the economic infrastructure, but the 
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U.S. has shifted its focus of aid to the social sectors16. Although the aid of 

Japan is still very much economic infrastructure heavy (making up about 40% 

of its aid), the aid provision of the rest of “large” donors is focused in the 

social sectors. Such tendency is also reflected in the observed increased aid 

in the social sectors, and doesn’t seem to be interrupted by the level of 

donor competition. The increase of aid in social sectors (Health and 

population, Government, and Education) is indeed derived by all Types of 

donors, while the increase of aid in education sector is specifically led by 

the Type 2 donors. The aid from Type 2 donors has been highly focused on 

the social sectors, and it is confirmed that their interest in these sectors is not 

hindered by the increasing competition. The aid allocation trend favoring 

the social sectors appears to be continued despite the already intensified 

level of donor competition in these sectors.  

The response of DAC donors emerge to be somewhat different when 

the country-level donor competition is driven by emerging donors. What 

appeared to be intriguing is that the allocation behaviors of DAC donors 

induced by the emerging donors led donor competition seem to reflect the 

stereotyped understanding of emerging donors held by the DAC donors. 

Both Type 1 and Type 3 donors reduce their aid in the transport sector when 

the participation of emerging donors is observed in the country-level. The 

country-level donor competition driven by emerging donors does not reveal 

anything about the preference of emerging donors in terms of their sectoral 

aid provision. Yet, it is often reported and discussed how the aid from 

emerging donors is infrastructure focused (UN, 2014). The result observed 

confirms that the previously shaped image of emerging donors affect the aid 

decisions of DAC donors, even though the increased participation of 

emerging donors are demonstrated in the sector level. 

When the increased donor competition is observed within a sector due 

to the increased participation of emerging donors, Type 3 donors do not 

demonstrate any significant response while the Type 1 and 2 donors respond 

                                           
16 By 2012, 50% of U.S. aid is allocated to the social sectors, while only 10% of U.S aid is 

on the economic infrastructure sector (OECD, 2012). 
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by reducing their aid, especially from the sectors where emerging donors are 

the most active. In more detail, the “small and new” donors reduce their aid 

from the transport and water/sanitation sectors, and the “like-minded” 

donors decrease their aid from the health and population and industry 

sectors in respond to the increased emerging donors driven competition 

within these sectors. Those sectors all demonstrate high participation of 

emerging donors (Table 6 in the Appendix). Health and population sector 

had not drawn much attention from emerging donors, but it is reported that 

emerging donors has increased their aid in the health sectors recently, and 

such tendency is anticipated to be reinforced (UN, 2014). In this regard, the 

aid reduction made in these sectors by the Type 1 and 2 donors can be 

interpreted as donor coordination efforts to minimize the overlap of 

programs in these sectors.  

On the other hand, DAC response to the general sector-level donor 

competition hardly discloses the coordination efforts. As the sector-level 

donor competition (led by all donors) increases, DAC donors as a whole 

emerges to increase their aid in the Agriculture and Energy sectors. The 

increase of aid in energy sector is mainly led by the “large” donors, whereas 

the increase of aid in the agriculture sector is demonstrated by all donors. 

The agriculture sector is perceived as a “pro-poor” sector, and has drawn 

increasing attention from donors (reference) in the 2000’s after experiencing 

the slow-down in the 90’s (reference). Such trend seems to be reflected the 

regression result, and it confirms that the sector-level donor competition is 

not disturbing the attraction of donors to this sector17. The increase of aid in 

the energy sector might be the result of increasing emphasis on this sector 

started with the EU’s energy initiative (EUEI) in 2002, followed by the 

Sustainable Energy for All initiative launched by UN in 2011 (OECD, 2012). 

Again, it seems that the level of donor competition does not impede the 

inflow of the aid amount, when there is a globally conceded emphasis 

imposed to specific sectors.                  

                                           
17 It is also demonstrated in the first essay (Ch. 2) that the Agriculture sector is not 

vulnerable to the sector-level donor competition.  
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In summary, the general donor competition, both in the country-level 

and sector-level, does not appear to bring about the awareness for donor 

coordination as much as the emerging donors driven donor competition does. 

The increase of aid is observed in the sectors where a greater attention has 

been emphasized in the international development society. Those sectors 

include the social sectors (education, health and population, government), 

agriculture and energy. In these sectors, the increased donor competition 

emerges to attract even more aid, perhaps not as a response to the donor 

competition, but as a reaction to the globally conceded emphasis. Quite 

interestingly, donor coordination efforts are more induced in respond to the 

increased donor competition led by emerging donors. Emerging donors, not 

only are understood by DAC donors, but also in reality, provide the 

infrastructure heavy aid. Such understandings as well as the actual sector-

level allocation made by emerging donors appear to lead DAC donors to 

reduce their aid from the sectors that are favored by emerging donors.  

As briefly mentioned, any significant findings observed in the sector-

level aid allocation behavior can offer signals of the donor coordination 

efforts, but they are not sufficient to provide explanations whether the 

behavioral changes end up influencing the aid effectiveness or not. It is 

unfortunate that the observed statistically significant findings are limited in 

numbers, but some signals of donor coordination (or lack of donor 

coordination) have been captured by different types of donors. In this 

respect, the mediation analysis is conducted on the sectors and donors that 

exhibited significant allocation behaviors in response to donor competition 

to examine the mediation effect they have on the sector-level aid 

effectiveness.      
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 Table 23: Country-Level Aid Allocation Analysis Result (a) 
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Table 24: Sector-Level Aid Allocation Analysis Result (b) 
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Table 25: Sector-Level Aid Allocation Analysis Result (c) 
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 3.5.2. Mediation Analysis Result 

 

The mediation analysis is conducted on the selected sectors where 

different types of donors (and DAC donors as whole) demonstrated 

statistically significant aid allocation behavior. For “All DAC” donors, 

mediation analysis is carried out on the Agriculture, Communication, 

Government, Health and Population sector with the country-level donor 

competition variable, on the Industry and Transport sector with the 

emerging donors driven country-level competition, and on the Agriculture 

and Energy sector with the sector-level donor competition level. For the 

Type 1 donors, mediation analysis is conducted on the Transport and Water 

and sanitation sector with the sector-level emerging donors driven 

competition, once again on the Transport sector with the country-level donor 

competition led by emerging donors, and on the multisector and industry 

sector with the general sector-level donor competition. In terms of the Type 

2 donors, the mediation analysis is carried out on the industry sector and the 

health and population sector with the sector-level emerging donors driven 

competition, on water and sanitation sector with the general sector-level 

donor competition, on education sector with the general country-level donor 

competition, and on energy sector with emerging donors driven country-

level donor competition. Lastly, the aid allocation of “large donors” is 

analyzed for its mediation effect on Communication sector (with the country 

level general donor competition), Transport sector (with the emerging 

donors driven country-level competition), and Energy sector (with the 

sector-level general donor competition). Total of regression analyses are 

conducted in search for the possible mediation effect of DAC allocation on 

the aid effectiveness of selected sectors51. Nevertheless, the result of the 

mediation analysis is rather disappointing as the mediation effect of DAC 

donors’ aid allocation behavior is scarcely detected and the effect sizes are 

diminutive to provide a strong implication regarding the causal effect of 

DAC allocation behavior on aid effectiveness. Out of the 21 analyses, the 

                                           
51 The selected aid effectiveness indicators for each sector are provided in the Appendix 

(Table 11).  
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statistically significant DAC allocation is capture only in 6 occasions.  

The only significant mediation effect captured is from the aid 

allocation made by “All DAC” and “Like-minded” donors, where the 

increases of aid in respond to (any type of) donor competition resulted in the 

negative mediation effect. DAC as a whole appeared to allocate more aid in 

respond to the country level donor competition in the health, government 

sectors, and their mediation effect on the aid effectiveness in those sectors 

turns out to be negative (Table 6). Moreover, the increased aid by “All DAC” 

in agriculture sector in respond to both of the sector-level and the country 

level donor competition is emerged to have a negative mediation effect on 

the aid effectiveness of agriculture sector. As implied by the result, the 

increase of aid disregarding the level of donor competition can generate 

negative impact on achieving aid effectiveness, whether or not the sectors 

are emphasized as “in need of more attention.” 

In contrast, the sector-level aid allocation behavior that is understood 

as signaling donor coordination effort turns out to have a positive mediation 

effect on aid effectiveness. The decrease of aid by “All DAC” in the 

Transport sector in relation to the increased emerging donors driven 

competition resulted in the positive mediation effect (Table 7). Moreover, 

the reduction of aid in the health and population sector by the Type 2 donors 

has also generated positive impact on reducing the infant mortality rate 

(Table 8). Despite the encouraging result that suggests the positive effect of 

coordination effort, it is difficult to make a strong argument based on the 

analysis due to the limited numbers of evidence.   

The meager mediation effect of the DAC aid allocation requires further 

speculation. The direct reason for the scantly observed mediation effect is 

the insufficient considerations of donor competition made by DAC donors 

in their allocation decision. In other words, the response of DAC donors to 

donor competition does not entail any critical allocation behavior change to 

begin with, from which the mediation effect on aid effectiveness is difficult 

to expect. As a matter of fact, the analysis carried out in this paper has 

demonstrated how the changes in the allocation behavior of DAC donors 

have appeared in limited sectors. The most viable explanation is that the 
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traditional DAC donors are mostly indifferent to donor competition, and 

such lenient attitude towards the issue of aid fragmentation and donor 

competition would rarely lead to donor coordination efforts. Inaky, 

Nennenkamp & Rainer (2009) has concluded with the similar findings of 

the “persistent lack of coordination in the aid efforts of major donors” (p. 13) 

despite the emphasis of donor coordination in the international society. 

It can be also understood that the DAC donors seldom play a role in the 

causal pathway between aid fragmentation and aid effectiveness. Although 

the findings from my analysis are not quite sufficient to make a strong 

argument about it, but the results still suggest that the coordination efforts, 

when detected, can led to the improvement in aid effectiveness. If the 

change in the DAC allocation behavior were more visible, perhaps the more 

meaningful discovery of the coordination effect that results in the 

improvement of aid effectiveness would have been conceivable.    
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Table 26: Mediation Analysis Result (All DAC) 
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Table 27: Mediation Analysis (DAC All) 
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3.6 Conclusion and Policy Implications 
 

The analysis of the aid allocation behavior of the traditional DAC has 

been widely carried out in diverse perspectives. However, the donor 

competition level of a recipient country has never been identified as a 

possible determinant of the aid allocation decision of the traditional DAC 

donors in the previous research. Considering the proliferating concerns over 

donor competition and aid fragmentation that can be intensified with the 

‘rise’ of emerging donors, the paper has explored the allocation behavior of 

the DAC donors in response to donor competition, especially the one led by 

emerging donors.  

 Treating the aid fragmentation level as a possible determinant, the 

fixed effect multi-regression model is employed to examine the changes in 

Table 28: Mediation Analysis (DAC Type 2) 
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the aid allocation behavior (both in the country and the sector level) of the 

traditional DAC donors, and to investigate whether or not any coordination 

effort is detected from the observed aid allocation behavior. I further 

proceed to conduct the mediation analysis in an attempt to identify the role 

of the DAC aid allocation in the causal mechanism between aid 

fragmentation and aid effectiveness.  

The result of the aid allocation analysis conveys that DAC donors are 

more sensitive to the emerging donors driven competition than to the 

general donor competition led by all donors. DAC donors appear to be 

largely indifferent to the level of general donor competition in most of the 

sectors, while the increased donor competition in certain sectors even 

emerged to attract more donors especially if they are among the strategically 

emphasized sectors. It appeared that the level of donor competition either 

has no influential effect or even enhances the preserved trend of aid 

allocation behavior by each type of donors. On the other hand, DAC donors 

have responded to the emerging donors driven competition quite sensitively 

by reducing their aids from the sectors where the participation of emerging 

donors is the most salient. Such reduction of aid, however, seem to be taking 

place as long as the sector is not the most preferred one for the donors (i.e. 

Type 2 donors reduce their aid from the industry sector, which is not one of 

their major sector of provision to begin with.) In other words, the 

coordination effort detected as a response to the increase of emerging donors 

competition is not in conflict with the trend of allocation behavior that 

would have been the case should the donor competition is not increasing. 

Besides, when scrutinized by the types of DAC donors, the “small and new” 

donors and “like-minded” donors appear to react to emerging donors more 

sensitively compared to the “large” donors, which displayed the most 

indifferent manner towards emerging donors driven competition. 

Such analysis result is coherent to the findings from the previous 

research. The coordination efforts were encouraged among the traditional 

donors with several different methods including ‘Sector-wide approaches 

(SWAps)’ and ‘Sector specialization.’ SWAps is to pool the financial 

resource of a group of donors in a specific sector or activity accompanied 
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by an agreement among the donors to coordinate their activities with the 

recipient government (Bigsten, 2006). There has been a great deal of 

support on this idea, but SWAps is remained as a minority phenomenon 

(Acharya, 2006). The ‘Sector Specialization’ is a strategy for donors to 

specialize in a small number of sectors although they might keep the aid 

interaction with various countries in order to minimize the “adverse 

consequences of their ‘crowd behavior” (Acharya, 2006). The ‘Sector 

Specialization’ strategy is certainly a good idea in principle, but there is 

gap between the principle and reality. Acharya (2006) writes that there is a 

little sign of the sector specialization effort based on the statistics while it is 

recognized by the World Bank that “donors do not specialize very much, 

either by sector or by country” (World Bank, 2003, P. 206; quoted by 

Acharya, 2006, p.16)  

It is presumed from the result of aid allocation analysis that it would be 

difficult to derive meaningful findings from the mediation analysis. The 

mediation analysis is conducted on the sectors where the DAC donors 

demonstrated statistically significant aid allocation behavior. As expected, 

the mediation effect is seldom observed amongst the selected aid 

effectiveness indicators. In addition, when observed, the coefficient value is 

rather too small to provide a strong evidence for the mediation effect of 

DAC allocation.  

Still, the mediation analysis has offered an encouraging message that 

aid coordination effort can lead to the improvement of aid effectiveness. As 

discussed already, the decrease of DAC aid allocation in response to the 

increasing donor competition is interpreted as an effort of donor 

coordination. When such coordination effort is detected, the mediation 

effect consistently turned out to be positive (although the size was small). 

Such consistent result can signal the potential of aid improvements that can 

be achieved with the coordinated aid efforts by donors. 

After all, the seemingly less ‘significant’ empirical analysis results in 

fact provide a consequential message regarding the DAC donors’ aid 

allocation behavior. Despite the widely recognized and discussed concern 

over donor competition as well as increasing aid fragmentation impairing 
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aid effectiveness, the traditional DAC donors mostly retain indifferent 

attitudes towards the issue when it comes to their aid allocation decisions 

and behaviors. It is ironic that such indifference is displayed by the DAC 

donors, who are the main stakeholders in the field of international 

development cooperation that have continuously exposed the concerns over 

donor competition while emphasizing the necessity of aid coordination.  

In order to encourage donors to put more attention and efforts on donor 

coordination, one recommendation would be including the donor 

coordination into the evaluation criteria of donor performance. Although 

meager, the optimism drawn from the analysis is that the improvement of 

aid effectiveness can be prospected when coordination efforts are actually 

observed. Considering the improvement of aid effectiveness, donors should 

accurately recognize the issues of aid fragmentation and donor competition, 

and realize the necessity of donor coordination. Most importantly, the 

efforts for donor coordination should be generated not just in words among 

the donors but in deeds that entails actual change in behaviors of donors.  
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Appendix 
 

  

 

Figure 9: Aid Fragmentation by Recipient Region  

Figure 10: Emerging Donor Driven Aid Fragmentation by Recipient Region 
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Table 29: Sectors with High Aid Fragmentation caused by Emerging Donors 

CRS Mean of AF_ED from 2000-2013 

Transport 11.34 

Industry .86 

Unallocated .79 

Energy  .66 

Communication .298 

Water/San .27 

 

 

Table 30: Aid Fragmentation by Sector 

 2000-2002 2003-2005 2006-2008 2009-2010 2013-2011 

Education 59.75 58.50 59.78 58.13 60.695 

Gvnt 61.55 64.50 65.09 55.09 56.90 

Envt&Multi 55.80 57.40 57.56 54.46 54.03 

Agriculture 51.27 52.02 52.38 50.28 54.49 

Health&Pop 60.89 59.50 58.84 51.32 51.09 

Water/San 42.86 41.57 41.75 41.26 43.95 

Industry 34.44 38.79 37.60 42.14 37.77 

Comm 22.74 38.12 33.45 34.21 34.21 

Business 26.51 33.74 36.91 38.28 32.49 

Energy 26.67 27.56 30.99 34.18 30.69 

Transport 23.99 21.76 24.96 30.92 23.89 

 

 

Table 31: Aid Effectiveness Indicators per Sector 

Sector Indicator (DV) Description 

Education 
PrimaryCompletion 

Primary completion rate, total (% of relevant 

age group) 

EnrollPriSecond School enrollment, primary and secondary 
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(gross), gender parity index (GPI) 

LiteracyA 
Literacy rate, adult total (% of people ages 15 

and above) 

PrepEnroll School enrollment, preprimary (% gross) 

PrimaryEnroll School enrollment, primary (% gross) 

Health and 

Population 

ImmuneDPT 
Immunization, DPT (% of children ages 12-23 

months) 

InfantMR Mortality rate, infant (per 1,000 live births) 

ImmuneMeasles 
Immunization, measles (% of children ages 12-

23 months) 

HEpublic Health expenditure, public (% of GDP) 

HEoop 
Health expenditure, out of pocket (% of total 

expenditure on health) 

PrenatalCare Pregnant women receiving prenatal care (%) 

HIV 
Prevalence of HIV, total (% of population ages 

15-49) 

MMR_national 
Maternal mortality ratio (national estimate, per 

100,000 live births) 

Water/San 

ImprovedSFtotal 
Improved sanitation facilities (% of population 

with access) 

ImprovedSFrural 
Improved sanitation facilities, rural (% of rural 

population with access) 

ImprovedSFurban 
Improved sanitation facilities, urban (% of 

urban population with access) 

ImprovedWStotal 
Improved water source (% of population with 

access) 

ImprovedWSrural 
Improved water source, rural (% of rural 

population with access) 

ImprovedWSurban 
Improved water source, urban (% of urban 

population with access) 

Energy  
ElecAccess Access to electricity (% of population) 

ElecConsume Electric power consumption (kWh per capita) 
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EnergyUse 
Energy use (kg of oil equivalent) per $1,000 

GDP (constant 2011 PPP) 

Transport 

FreightRail FreightTransport_Rail (Million Tonne KM) 

FreightRoad FreightTransport_Road 

FreightSEA FreightTransport_SEA 

RoadNetwork 

Total road network includes motorways, 

highways, and main or national roads, 

secondary or regional roads, and all other 

roads in a country (km) 

Railline Total route (km) 
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Figure 11: Changing Allocation Trends of ODA Aid, 1970-2012 
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Chapter 4. [Essay 3] Emerging Donors 

driven Competition and Recipient 

Countries’ Behavior 
 

4.1 Background and Research Question  

 

While both donors and recipients are proliferating, the concern over the 

‘rise’ of emerging donors is certainly escalating. Perhaps because the 

‘concern’ is sprung from the side of existing donors, most of the discussions 

on this topic are generated mainly in the perspectives of the existing donors. 

As illustrated in the previous essays, the consequences of the increasing 

emerging donors (i.e. effect on the established international cooperation 

institutions and frameworks, donor competition, recipient aid environment, 

etc) are usually depicted in negative connotation when scrutinized by the 

existing donors (Naim, 2007; Manning, 2006; Paulo & Reisen, 2010; Tan-

Mullins et al., 2010; Mohan, & Power, 2010). It should be questioned, 

however, whether emerging donors were to be portrayed alike by 솓 

recipient side.  

Studies on emerging donors that reflect the perspective of recipient side 

are scarce. Most of the country specific case studies that share research 

interest with this paper are focused on the governance condition or general 

donor competition. Only few studies are identified to delve on the effect of 

competitive pressure generated from emerging donors on recipient (Tan-

Mullins et al., 2010; Sato et al., 2011 Walshe-Roussel, 2013, p.805).  

In contrast to the criticisms made on emerging donors by the existing 

donors, the few available studies representing recipient side have suggested 

the beneficial effect of emerging donors. The entrance of emerging donors 

in the scene of development cooperation has resulted in more policy options 

for recipients by providing alternatives (Sato et al., 2011). At the same time, 

increased bargaining power as well as more donor coordination are observed 

with the competitive pressure led by emerging donors (Walshe-Roussel, 
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2013; Sato et al., 2011).  

Such positive prospects are based on the belief that “emerging donors 

have not introduced competition at the expense of prospects for 

coordination” (Roussel, 2013, p. 814). In fact, as noticed in Figure 1, the 

level of aid fragmentation has not been increasing since the year 2005, 

whereas the aid amount from the emerging donors has been increasing since 

year 2005 (Figure 2). Several explanations are possible for such observation. 

It can be the result of donor coordination efforts that have been emphasized 

since the early 2000’s, or the lingering phenomenon of the global recession 

in 2009. One can also argue that the incomplete data of emerging donors 

lead to the underestimated the effect of emerging donors. Another possible 

explanation is that, incongruent to the attention it is receiving, the activity of 

emerging donors is not salient enough to be reflected in the level of donor 

competition. After all, it is difficult to arrive at one conclusion just by 

looking at the aggregated data.   

 

Figure 12 Aid Fragmentation (Mean of All Recipients) 
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Figure 13: Aid from Emerging Donors 

 

Qualitative analysis of the effect of emerging donors can work as an 

appropriate complement to the limitations of such data based speculations. 

The thorough investigation of the effect of emerging donors in the 

perspective of recipient can offer useful insights to the existing speculations 

over the emerging donors, while providing causal explanation between 

donor competition and aid effectiveness.  

The main objective of this paper is to explore the causal link from 

emerging donors driven competition to aid ownership with a focus on the 

examination of the perception and behavior of recipient side in relation to 

emerging donors. Aid ownership is often emphasized as a prerequisite to 

achieve aid effectiveness, but I do not dare to make a strong premise that aid 

ownership derived from the donor competition would automatically lead to 

aid effectiveness. Instead of addressing the research question with a country 

or program-specific case study, the paper aims to examine the effect of 

emerging donor driven competition within a development aid process of 

recipients in general. The method of Theory Based Evaluation (TBE) based 

on Theory of Change (ToC) is applied for the analysis, with a thorough 

study of literature complemented by the survey and interview outcome.    
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This paper (Essay 3) is composed of the following sections: the data 

and methodology is discussed in section (4.2). The section introduces theory 

based evaluation and theory of change, while discussing how the survey and 

interview are conducted. In section 4.3, the analysis result is discussed in 

two sub-sections as the analysis is conducted on two research criteria. The 

conclusion follows in section 4.4. 

 

4.2 Methodology and Data 

 

4.2.1 Theory of Change and Theory Based Evaluation 

 

To understand the causal pathway between donor competition and aid 

effectiveness, the method of Theory Based Evaluation (TBE) based on the 

Theory of Change (TOC). The TBE approach with the implication of TOC 

allows systematic analysis of the effect of donor competition on the 

perception and behavior of the recipient side, which is assumed to affect the 

level of aid effectiveness. 

In the simplest explanation, TBE is an approach examining the 

assumptions underplayed within the causal chain from inputs to outcomes 

and impact (White, 2011). Theory Based Evaluation (TBE) is developed as 

a framework for program evaluation that can be applied when random 

assignment is impossible. It has proved itself to strengthen the validity of 

evaluations by showing a “series of micro-steps that lead from inputs to 

outcomes,” therefore placing the causal attribution for all practical purposes 

within reach (Weiss, 1997, p.43). It is known to have an advantage of 

showing the micro-steps of processes that lead to the outcomes observed 

(Weiss, 1997).  

In order to identify the underlying assumptions to examine, different 

theories can be incorporated. Weiss (1997) introduces two different elements 

of theory by distinguishing the difference between ‘Implementation theory’ 

and ‘Programmatic theory.’ Implementation theory focuses on how the 

program is carried out (testing the assumptions associated with the actual 
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conduct of a program as planned) whereas Programmatic theory is oriented 

to “the mechanisms that intervene between the delivery of program service 

and the occurrence of outcomes of interest,” focusing on the responses of 

participants to program service (Weiss, 1997, p.46). In this sense, what this 

paper aims to test is closer to the assumptions that can be identified with 

programmatic theory: the response (change in perception and behavior) of 

the recipient side within the process of development policy/program 

implementation is the mechanisms to be examined. At the same time, the 

analysis of this paper still involves the elements of implementation theory. It 

should be noted that the subject of analysis is not ‘a specific program.’ What 

the paper evaluates is the ‘impact’ of donor competition within the process 

of ‘general’ development policy/program. Thus, I can’t say that the analysis 

involves testing the assumptions related to ‘how the program is carried out 

(on time, with adequate inputs, etc), but the analysis involves the 

examination of ‘how the development policy/program process is carried out’ 

testing whether relative stakeholders are appropriately participating, whether 

negotiation and coordination process is taken place accordingly, etc. In order 

to incorporate both elements of implementation and programmatic theories, 

Theory of Change (ToC) is implicated.         

Theory of Change, known to be emerged from both evaluation and 

informed social practice (Vogel, 2012), is understood as “an ongoing 

process of reflection to explore change and how it happens- and what that 

means for the part we play in a particular context, sector and/or group of 

people” (James, 2011, quoted in Valters, 2015). Often actively utilized in 

implementing and evaluating development programs, Theory of change, as a 

tool that enables process-oriented analysis, involves “at its most basic to 

make explicit a set of assumptions in relation to a given change process” 

(Valters, 2015, p.5)  

As the objective of this chapter is not to evaluate a particular project or 

program, the reason for the applying theory-based evaluation implicating 

ToCs requires explication. Briefly mentioned above, what this paper 

evaluates is the impact of donor competition mainly driven by emerging 

donors on aid effectiveness while the response of the recipient sides 
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(cognitive and behavioral response) is the focus of analysis that is believed 

to have explanations for the causal relations of interest. Although the 

evaluation target is not a specific program, the ToC of the effect of donor 

competition needs to be developed with the close investigation of a general 

development policy/program implementation process, which is not quite 

different form of ToC of a specific aid policy or program. Other reasons that 

also reinforce that theory of change based TBE as the valid approach for the 

analysis of this paper can be illustrated as follows: 1) Evaluating the effect 

of emerging donor driven competition on aid effectiveness involves the 

analysis of the uncertain and complex causal pathway; 2) the changing 

behavior of recipient side, which is assumed to be observed within the 

causal pathway between donor competition and aid effectiveness, is 

supposed to be exhibited in the multi-stage processes (project negotiation, 

selection and implementation) in diverse levels (i.e. institutional level, 

central government level, local/project level) under the influence of various 

contextual factors (i.e. political, social and environmental factors) with 

interactions with many different stakeholders (i.e. donors, agencies, etc).  

The Figure 3 illustrates the theory of change developed to fit the 

research question of this paper, which is to evaluate and analyze the effect of 

donor competition on aid effectiveness where the changing perception and 

behaviors of recipients works as a causal mechanism. Following TBE, each 

step of the causal pathway is examined by testing the identified assumptions 

with ToC. The identified underlying assumptions associated with each step 

of process is examined and analyzed based on the data collected through 

surveys and interview.  
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Figure 14: Theory of Change
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4.2.2 Data 

 

Besides the literature review, the primary method for the data 

collection is the survey and interview that are conducted over the 

individuals that are selected through the ‘Purposive Sampling.' The ‘target 

population’ of a survey is “the group of elements for which the survey 

investigator wants to make inferences using the sample statistics” (Groves, 

Fowler, Couper, Lepkowski, Singer and Tourangeau, 2004, p.67). Following 

this definition, the ‘target population’ of my survey has to be the entire 

population of the recipient countries, which is practically impossible. The 

same applies to the interview. For both the survey and interview, the unit of 

data collection has to be ‘individual’ while the unit of analysis is ‘the 

country.’ For this reason, ‘Purposive Sampling’ is adopted to select the 

individuals who are able to convey the correct information of the affiliated 

institution or country. 

Purposive sampling is a type of non-probability sampling that is most 

effective when one needs to study a certain domain of research topic (i.e. 

development policy) with knowledgeable experts within (Tongco, 2007, 

p.147). It is a non-random technique with no need of underlying theories or 

a set number of respondents, and often adopted when necessary information 

is held by only certain members of the community (Tongco, 2007). This 

non-probability method is not free from bias (Seidler, 1974; Smith, 1983; 

Zelditch, 1962; quoted from Tongco, 2007), but it can provide external 

validity over the realm it represents, if the sample is representative enough 

(Tongco, 2007).    

Following this method, survey is administered targeting the relevant 

stakeholders that are well aware of the process and outcome of development 

cooperation programs of their countries. Total number of the survey 

respondents is sixty, composed mostly of the public officials of recipient 

countries and some from institutions. Out of 60 respondents, 47% of them 

are from the recipient countries, and 76.6% of the respondents replied that 

their work is directly or indirectly related to the donors or the aid provided 

by the donors. The descriptive information of the survey participants are 
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presented in Table 1.  

 

Table 32: Composition of Survey Respondents 

  

 The survey questionnaires are developed to inquire both directly and 

indirectly the knowledge and perception of the respondents on the 

evaluation standards of each criteria that are derived from the theory of 

change. It is understood that measuring the evaluation standards (i.e. the 

level of ownership, the level of effectiveness) through a direct questionnaire 

can lead to many kinds of bias as the response to such question inevitably 

depends on the subjective memory and judgment of the respondent (Lee & 

Shin, 2017). The questions are developed to avoid the risk of such bias as 

much as possible, by avoiding the result of the survey directly concludes on 

the evaluation of aid effectiveness. However, as the research question of this 

paper incorporates the examination of recipient side perception on emerging 

donors and donor competition, some of the questionnaires inevitably inquire 

the subjective opinions and perceptions of the respondents. The sample of 

survey questionnaire is provided in the Appendix.  

Analogous to the survey, the interview is carried out with the public 

officials and the professionals working in the field of international 

developments (i.e. officers in international development institutions) in the 

                                           
1 The list of each country of affiliation is provided in the Appendix. 

Position of Work Nationality 

Government Official 76.7%  Recipient Country1 78 % 

Executives/Staffs in 

Public Institution 
6.7%  Donor 12 % 

Executives/Staffs in 

Multilateral Institution 
13.3%  

Emerging Donor 

(Thailand) 
3 % 

Work in Academia  1.7%  N/A 7 % 

Total  100% (60) Total  100 % (60) 
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selected recipient countries. The purpose of the interview is not only to 

identify the development cooperation process (including the coordination 

process) in the recipient country involving various stakeholders as well as to 

gain the in-depth information from the recipient side to evaluate the effect of 

donor competition. Interviewees are selected based on the 

representativeness and expertise in order to collect the most depictive 

perception of the selected country. Before selecting the interviewees, the 

target countries are selected with the following standards: 1) the level of aid 

dependency; 2) the level of donor competition; 3) the salience of emerging 

donors’ aid activities. Some practical factors are also considered when 

selecting interviewees such as the availability (of the appropriate personnel 

who can participate in the interview) and physical accessibility.2 In some 

cases where the interviewees were too busy, responses to the interview 

questionnaires are collected by paper. As a result, the interviews were held 

(either in person or on paper) with government officials of Bhutan, 

Philippines, Myanmar and Costa Rica3. Professionals in the international 

development institutions (Multilateral organizations) are also interviewed in 

Bhutan.    

The interview is carried out based on the semi-structured 

questionnaires that are developed previous to the interview. With the semi-

structure interview questionnaires, the topic of discussion can be expanded 

or focused with flexibility depending on the context and contents of the 

response provided by the interviewee (Lee & Shin, 2017). With such 

advantage, it is determined that the semi-structured questionnaires are more 

suitable than the structured one, especially when evaluating the uncertain 

and complex causal relationship such as the one between donor competition 

                                           

2 Additional interviews are scheduled in November with the officials from the embassies of 

India, Myanmar and Nepal.  

3 Interviews with Bhutanese government officials were held in Timbhu, Bhutan; Costa 

Rican government official is interviewed in Embassy of Costa Rica, Seoul, Korea; Officials 

from Philippines and Myanmar responded interview questionnaires on paper, which is 

received by e-mail.  
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and aid effectiveness.  

 

4.3 Analysis and Discussion 
 

The main research question, which is the evaluation of the causal 

relationship between emerging donors driven donor competition and aid 

ownership (in perspective of the recipient side), can be divided into the two 

criteria. The first criteria is regarding the forepart of the development 

policy/program process covering from the aid offer to the negotiation 

process illustrated in [Figure 3]. When analyzing the first criteria, the 

cognitive and behavioral changes in the recipient side are examined by 

testing the assumptions such as the following: the increased activities of 

emerging donors are observed; the better needs-based targeting is observed 

with increased donors; the recipients recognize the increase in policy 

options as well as in the bargaining power. The second criteria deals with 

the process following the first criteria, from recipient’s decision-making to 

program implementation process. The analysis of the second criteria focuses 

on ‘aid ownership’ defined by the recipient side. The analysis of the second 

criteria would provide answers to the questions such as how the cognitive 

and behavioral change examined in the first criteria has influenced the 

shaping of aid ownership, and how the defined aid ownership would affect 

aid effectiveness in the long run. 

 

4.3.1. Criteria 1: Donor Competition in the Recipient Side’s 

Perspective 

 

The assumptions identified in ToC to be examined for the first research 

criteria are mostly related to the cognitive and behavioral response of the 

recipient side in regard to the increasing activities of emerging donors. The 

assumptions are listed as the following: 1) Increased activities of emerging 

donors are observed; 2) the emerging donors provide aid with better needs-

based targeting; 3) more policy options available for the recipient; 4) 
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bargaining power of the recipient side is increased. Those assumptions are 

examined with the research observations of the previous literature as well as 

the evidence gained from the surveys and interview.  

It is crucial to appropriately identify the ‘emerging donors’ before 

going into the analysis, as emerging donors can denote various donors that 

share different history of aid provision and aid principles. Regarding the 

identification of the emerging donors, Manning (2006) has suggested the 

four distinct groups: 1) non-DAC OECD countries; 2) non-OECD EU 

donors; 3) Middle East and OPEC countries, and 4) the others. On the other 

hand, Zimmerman & Smith (2011) categorizes emerging donors into three 

groups: 1) donors with short history of aid provision (who are literally 

‘emerging’); 2) South-South Development Cooperation (SSDC) providers; 

and 3) Arab donors.  

The definition of emerging donors is also varied amongst the recipients. 

According to the survey, 60% of the respondents defined emerging donors 

as “All non-DAC” donors, and 40% of the respondents identified SSDC 

Providers as emerging donors. The non-DAC EU member countries are 

chosen by 23.3% of the respondents, while only 16.7% of the respondents 

identified the Arab donors. Moreover, those who defined emerging donors 

as the non-DAC EU member countries and Arab countries also identified 

SSDC providers as emerging donors at the same time (Table 2). It can be 

inferred from the survey result that the non-DAC donors are mostly 

regarded as ‘emerging donors’ while the SSDC providers are identified as 

the major stakeholders among the emerging donors. Based on the previous 

literature and survey results, the ‘emerging donors’ are defined in this paper 

through the analysis as non-DAC donors but with an emphasis on the SSDC 

providers.     
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Table 33: Survey on the Definition of Emerging Donors 

Definition of Emerging Donors 
(Multiple Answer Allowed) 

N % 

①    All non-DAC donors 36 60.0% 

②    New EU member countries: not DAC members, but their aid 

programs resemble those put in place by DAC members 
14 23.3% 

③    Arab Donors: not DAC members but have long history of 

development cooperation 
10 16.7% 

④    South-South Development Cooperation(SSDC) Providers 

(i.e. China, India, Brazil, etc): being both aid providers and 

recipients 

24 40.0% 

Total (All Respondents = 60) N/A N/A 

 

In many of the previous literature, emerging donors are considered as 

‘distinct’ in comparison to the traditional donors, owing to their negative 

impacts on the socio-economic aspects of recipient side. Emerging donors 

are often criticized for emphasizing the self-interest, ignoring governance 

condition of recipient countries, and threatening the environmental 

sustainability as well as debt sustainability (Naim, 2007; Manning, 2006; 

Paulo & Reisen, 2010; Tan-Mullins et al., 2010; Mohan, & Power, 2010). 

Sato et al. (2011) identifies one of the sources for such distinctiveness bias 

as a lack of analysis from the recipient viewpoint (p. 2092).  

Indeed, the way that emerging donors are perceived by the recipient 

side is quite different. As demonstrated in Table 2, the recipient side does 

not seem to share the same criticism made to emerging donors. Relatively 

small number of respondents supported the characterization of emerging 

donors as ignorant to recipient’s governance condition (25%) or threatening 

environmental sustainability (10%). 31.7% of the respondents distinguished 

emerging donors as “self-interested,” but most of the same respondents (12 

out of 19) also regarded emerging donors to have better understandings of 

the recipient side providing less tied aid. It seems that the conception of 
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emerging donors held by the recipient side is rather on the positive side as 

about 41.7% of the respondents replied that “Aid from Emerging donors is 

less tied and requires less conditionality compared to traditional DAC 

donors” while 46.7% of the respondents think that emerging donors have 

better understanding of demands and needs of the recipient side.  

  

Table 34: Survey on the Characterization of Emerging Donors 

The Characteristics of Emerging Donors  
(Multiple Answers Allowed) 

N % 

①    Aid from Emerging Donors is less tied and requires less 

conditionality compared to traditional DAC donors. 
25 41.7% 

②    Emerging Donors have better understandings of demand 

and needs of the recipient side. 
28 46.7% 

③    Emerging donors do not consider governance condition 

of the recipient country when providing aid. 
15 25.0% 

④    Aid from emerging donors is often self-interested. 19 31.7% 

⑤    Aid programs from emerging donors often threaten 

environmental sustainability. 
6 10.0% 

Total (All Respondents = 60) N/A N/A 

  

Regardless of how emerging donors are portrayed, the increased 

activities of emerging donors are concerned in relation to the often 

discussed donor competition. The increased activities of emerging donors 

seem to be well recognized according to the survey result: 70% of the total 

respondents replied that they recognize the increased participation of 

emerging donors (Figure 4). Meanwhile 40% of the recipient side 

respondents (18 out of 46) anticipated the increased donor competition led 

by the increased activities of emerging donors4. Similar observation has 

made by Kilama (2016) in his case-study of African countries where the 

                                           

4 The result of the survey is provided in the Appendix (Table 36).  
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China’s emergence in Africa resulted in the heightened donor competition 

because the existing traditional donors ended up increasing their aid as a 

way to respond to Chinese aid. Annen & Moers (2016) has provided 

explanations for behavior of the existing donors with the notion of 

‘relativeness’ which implies that donors allocate their aid budgets in a way 

to maximize the aid impact relative to other donors’ aid.    

 

 

 

It is often regarded that the increase in donor competition due to the 

entrance of emerging donors would lead to negative outcome. Besides the 

concerns already mentioned above (i.e. ignorance of governance, 

threatening environmental condition or debt sustainability), increased aid 

fragmentation impairing aid effectiveness is often the subject of unease 

(Knack, 2008; Annen & Kosempel, 2009; Djankov e t al, 2009). Moreover, 

higher transaction costs for the recipients and deprived bureaucratic quality 

of the recipient side are identified as possible results of aid fragmentation 

that would undermine aid effectiveness (Brautiga, 2000; Knack and Rahman, 

2006; Fallon & da Silva, 1994).  

 On the other hand, other studies that reflect the perspectives of 

recipient side suggest that competition driven by emerging donors can result 

Figure 15: Recognition of Emerging Donors 
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in favor of the recipient side. Some of the country specific case-studies have 

demonstrated that the favorable effects of emerging donors driven 

competition are observed in the increase of policy options and bargaining 

power for the recipient. Walshe-Roussel in 2013 presents the case-study of 

Nicuaragua on how the traditional donors acknowledged their changed 

relationship with the local government since the competition driven by the 

emerging donors had provided more policy choices to Nicaragua 

government. She further argues that policy space has been enhanced with 

donor pluralism that has brought alternative resources and cooperation 

practices and less conditionality on development assistance (Walshe Roussel, 

2013). In accordance to Walshe Roussel (2013), Sato et al. (2011) argues 

that “emerging donors are beginning to serve as real alternatives to 

traditional donors by offering recipients a ‘choice’” (p. 2101). Tan-Mullins 

et al. (2010) has also asserted the increased policy space for the recipient 

side in his study on African countries. He writes that “in the first time since 

the end of Cold War, African countries have some choices about aid and 

investment” (p. 865). 

Indeed, it seems that recipients are well aware of the opportunities of 

more policy options that can be earned by interacting with more donors. It is 

often regarded that the recipients are experiencing the increase of donors 

and donor competition regardless of their will. Even in the literature that 

argues for the positive impact of donor competition in the perspective of 

recipients, the recipient side is often portrayed as a passive counterpart 

obliged to deal with more donors. According to the interview, this turns out 

to be certainly not the case. The interview with government officials of 

recipient side has confirmed that recipients not only welcome the new 

donors but they are also actively in search for new and additional aid 

providers. One of them has remarked that her country has opened new 

embassies in several countries that are considered as emerging donors. She 

added, “We are trying to expand our partnership with other donors, to find 

new sources of development finance.” The other has also mentioned how 

they actively approach donors to propose aid programs that are in demand 

from his country.    
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The active attitude of recipients to attract new donors is quite 

understandable, especially since the more policy options for the recipient 

side can lead to the increase in the recipient’s bargaining power. The 

enhanced bargaining power is likely to be exercised against the traditional 

donors considering the recipient’s perception that emerging donors are 

better at needs-targeting. Coherent to the survey results confirmed such 

perception (as discussed above), Dreher et al. (2011) has remarked that 

emerging donors may provide better needs-targeted aid as they have better 

understanding of recipient needs based on their own experience. With more 

policy options, especially when emerging donors can provide aid that is 

better suited to the recipient side, the increase in bargaining power of the 

recipient side is certainly imminent. Woods (2008) has shared the coherent 

view by acknowledging that the presence of emerging donors can weaken 

the bargaining power of the traditional donors vis-à-vis recipient 

governments (p. 1221).  

 The related survey results also endorse the arguments made above. 

In regard to the question asking the outcome of the increased emerging 

donor driven competition, 30% of the recipient side respondents replied that 

the recipient side would have more policy choices while the enhanced 

bargaining power of the recipient is also expected (Table 4)5. Similar 

opinions have been obtained during the interviews with the multi-lateral 

organizations in one of the recipient countries. The personnel in charge of 

the regional office of the multilateral institutions remarked that the recipient 

government’s “shopping” for the most preferred aid program can be easily 

observed with more policy options are offered by multiple donors.  

 

 

 

                                           
5 The survey result with all respondents are provided in the Appendix. The Table 3 

represents the survey results of the recipient side respondents, who have answered that the 

increasing activities of emerging donors would result in the increase of donor competition 

in the previous question.   
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Table 35: Survey on the Effect of Emerging Donor Driven Competition 

The expected outcome of the increased Emerging Donor 

driven Competition (Multiple Answers Allowed)  
N % 

①    The recipient side will have more policy choices that suits 

the local needs and demand.   
14 30.4% 

②    The increased competition can enhance the bargaining 

power of the recipient side. 
14 30.4% 

③    The competition will lead to more fragmented aid, which 

can undermine the aid effectiveness.   
9 19.6% 

④    Donor pluralism due to the competition will result in 

enhanced cooperation between donors, therefore the aid 

effectiveness will be improved. 

6 13% 

⑤    The increased donors can burden the recipient side with 

heavy transaction costs associated with donor-recipient 

coordination. 

1 2.2% 

⑥    The increased competition will not lead to any major 

change.   
2 4.4% 

Total (Only Recipients = 46)  N/A N/A 

 

Interview responses regarding the characteristics of aid provided by 

emerging donors are mostly coherent to the survey result. The government 

officials from the recipient side has remarked that “Aid from non-DAC 

donors are less tight and more flexible. They usually designate whether the 

aid is in the form of ‘program’ or ‘loan,’ and once it is decided, there is no 

other conditions so we can use the budget on our will.” 

It can be inferred from the analysis so far that a new dynamics has been 

created within the process of development policy/program with the 

increased activities of emerging donors. Such dynamics is the outcome of 

the interaction between different donors and the recipient side, and 

manifested in the form of increased policy options and bargaining power 

that are in favor of the recipient side. Such outcome is not itself as a 
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‘cognitive and behavioral change’ of the recipient side, but rather a 

mechanism that will bring about the ‘cognitive and behavioral change’ of 

the recipient side. When more elaborated, the increased policy options and 

enhanced bargaining power will shape the recipient side’s definition of aid 

‘ownership,’ which can be considered as the window of the recipient side’s 

‘cognitive and behavior change.’    

  

4.3.2 Criteria 2: Aid Ownership  

 

The major assumption of the evaluation criteria 2 is that the increased 

ownership is observed in the process of decision-making, coordination and 

implementation of development policy/program. Another premise behind 

this assumption is that the already confirmed assumptions of criteria 1 (i.e. 

more policy options, enhanced bargaining power) leads the increase of 

ownership. More importantly, it should be noted that the ‘increase of aid 

ownership’ connotes the cognitive and behavioral change that is involved in 

the process of defining and exerting aid ownership by the recipient side. 

Lastly, the causal link between the increase in ownership and aid 

effectiveness is investigated. Because this analysis is not a country-specific 

or program-specific evaluation, there is a restraint in assessing each causal 

link leading to aid effectiveness. With an awareness of such limitation, the 

paper attempts to verify the existence of causal relationship between the two 

(aid ownership and aid effectiveness) based on the previous arguments made 

by other research as well as the results of survey and interviews.  

Before getting into the analysis, it is prerequisite to understand the 

context of how the notion of aid ownership has raised and how it is defined.    

The emphasis of ‘aid ownership’ has been highly prevalent since the 

late 90’s, but the concept is not at all new. Jerve (2002) write how the notion 

of ownership existed from the beginning of the aid history in the 1960’s, but 

it was just not necessary to be discussed on table as ‘ownership’ was almost 

being “taken for granted” (p.396). Most recipient countries by then were 

highly motivated for development “led by strong, development-oriented, 
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charismatic leaders” (Jerve, 2002, p.397), and there was no need to bring the 

issue of ownership as development was visible.  

It was in the late 90’s when the concept of ‘ownership’ started to 

appear often in the discussion of effective aid. As the inflow of aid lead to 

the institutional malfunction (i.e. expanded public machinery, increased 

corruption, deepen aid dependency) of the recipient countries by the late 

70’s, donors started to take the driving seat as they could not risk the aid 

failure (Jerve, 2002). However, the increased conditionality on aid as well as 

the increased donor-managed programs degraded the recipient responsibility 

and ownership. As the conditionality-based aid was proved to be ineffective, 

the structural adjustment initially promoted by the Bretton Woods 

institutions gained the proponents with the notion of ‘partnership’ in the 

early 90’s (Jerve, 2002). Jerve (2002) explicates that “with the increasingly 

globalized world and the end of the Cold War, there was a need to define 

country-to-country relationships in terms of equality, as laid down in the 

principles of the UN Charter” (p.401). The endorsement of ‘partnership’ is 

soon transcend to the concept of ‘ownership,’ and it is believed that the 

announcement of the Comprehensive Development Framework (CDF) in 

1999 by the World Bank President contributed to such transition (Jerve, 

2002)6. The CDF is a framework for development for both recipients and 

donors, outlining principles from planning to implementation, emphasizing 

the leading role of the recipient while warning donors for too much 

intrusion and control7. As the CDF reinforces country ownership as one of 

the four principles (along with a long-term holistic vision, partnership and a 

focus on development results), the concept of recipient ‘ownership’ has 

started to attract rich attention. 

As much as the spotlight it receives, there has been much of a debate 

                                           
6 Jerve (2002) actually mentioned PRSP initiative along with the CDF as the major 

initiatives influenced the development environment related to the ‘ownership,’ but I only 

agree with his opinion on the CDF.  

7 CDF Proposal is available at 

http://web.worldbank.org/archive/website01013/WEB/0__CO-87.HTM 
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over the definition of ‘ownership.’ It is mostly commonly referred to a level 

of governmental control over the policies of the aid donor (Jerve & Hansen, 

2008), involving questions around who decides what in the process of aid 

delivery, such as “Who identifies the needs?”; “Who defines priorities?”; 

“Who plans and designs? Who implements? Who monitors and evaluates?” 

(Jerve, 2002, p. 394). Ownership is also defined as a “degree of control 

recipient governments are able to secure over implemented policy outcomes” 

(Wifield and Fraser, 2009, p.4). But Sato et al. (2011) argues that definition 

of ownership should be broadened to include the negotiating power of line 

agencies besides the final (political) decision points, whereas controlling the 

entire policy outcome is not necessary to maintain the recipient ownership8. 

The varied definition of ownership is also shared by the recipient side, 

as observed from the related survey result. As illustrated in Table 34, the 

37.2% of the recipient side respondents replied that ownership is “a degree 

of control recipient governments are able to secure over the implemented 

policy outcomes,” whereas the similar share of the respondents defined the 

aid ownership in more broad terms covering the negotiating power of line 

agencies. Despite the observed variation in the survey responses, there is a 

concurrent viewpoint that ownership should encompass the control over the 

policy outcome. The difference in opinion rises when it comes to identify 

the level of independence and involvement that need to be secured by the 

recipient side in the process of decision making and implementation should 

such ‘control’ be gained. 

 

 

 

 

                                           
8 For example, Cambodia government controls only the key sectors to balance the 

donors in politics of aid instead of every outcome in all sectors (Sato et al., 2011). 
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Table 36: Survey on the Definition of Aid Ownership (Response from the 

Recipient Side Only) 

Definition of 'Aid Ownership' from the Recipient Side N % 

①     A degree of control recipient governments are able to 

secure over the implemented policy outcomes. 

16 

 
37.2% 

②     Aid ownership not only includes the control over the final 

policy decision and outcome but includes the negotiating power 

of line agencies.  

14 32.6% 

③     Aid ownership can be maintained by controlling the 

policy outcome of only the key sectors as long as the recipient 

side can balance the donors in politics of aid.  

10 23.3% 

④     A high level of domestic support for donor activities, 

which doesn’t necessarily require a control over designing, 

managing and implementing the policy. 

3 6.9% 

Total (Skipped = 3) 43 100.0% 

 

If the ‘control of the policy outcome’ requires the aid recipient 

agencies to decide its own political agenda and program independently of its 

sources of finance, it should be questioned whether it is realistic. Caste-

Branco (2008) criticizes the definitions of ownership that stress the 

decision-making process independent of the aid source, and further argues 

that appropriation of a policy reform package9 might be the “only realistic 

form of ownership given that full ownership is not possible” (p.8).  

Instead of the rigid political-economy oriented definition of aid 

ownership that is far from the reality, more flexible interpretation of aid 

ownership should be allowed considering the complex dynamics 

surrounding the process of selecting and implementing development 

policy/program. Caste-Branco (2008) further argues in his paper that that 

                                           

9 What refers to the ‘package’ is ideas, interests, views, policy measures and architecture of 

the recipient (Caste-Branco, 2008). 
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aid ownership should be defined in the context of the dynamics of 

development issues and conflicts: 

  

…the phrase “ownership of development policy by the recipient 

government” means nothing as it does not say anything about the 

nature and dynamics of the development policy owned by the 

government… Hence, recipient governments, donors and other social 

interest groups may not only have different perceptions of ownership, 

but these perceptions may also only make sense within specific 

interactions between them at some point in time as they are part of 

complex and dynamic interactions between different agents and 

contested, conflicting and complementary strategic agendas to 

influence the direction of policy change and development (p. 12).  

 

The notion of ‘ownership’ above dealt by Caste-Branco (2008) is 

broader than mine, where ownership is identified rather narrowly in relation 

to the recipient government (i.e. government ownership of the 

policy/program process) not encompassing the society at large (i.e. national 

ownership, social support). Still I cannot agree more on the fact that aid 

ownership should be understood within the context of dynamics of 

development policy process that involve on-going interactions between 

different stakeholders.  

Ownership in perspective of the recipients is the power seeking tool 

and process. If the increased donors provide more policy choices, a decision 

that reflects more of a preference can be made by the recipient, and we can 

call this ownership. If the recipient ‘chooses’ to remain with the current 

level of aid dependency and deliberately give up the independent decision-

making, then it can be another kind of ownership. It is somewhat elaborated 

with the examples in the extreme ends, but what I want to deliver is quite 

evident: the choice of ownership (by the recipient) can change depend on 

the context of the development policy process involving interactions 

between different agents time to time. 
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Notwithstanding the full consent to the flexibility in the notion of 

ownership, I follow the definition ownership from the OECD Accra Agenda 

for Action (AAA) for the sake of analysis in this paper. According to AAA, 

ownership is defined as a state of condition to be achieved where “partner 

countries exercise effective leadership over their development policies, and 

the strategies and co-ordinate development actions” (OECD, 2008). Because 

the analysis of this paper is not on a specific country or program, there is an 

innate limitation to examine the process leading to the shape of ownership 

accounting the various country-specific contextual factors. Moreover, 

‘ownership’ needs to be defined beforehand the examination of the 

“increased ownership,” which is the main assumption identified to be tested 

in criteria 2. As the analysis is targeting the generalized development 

policy/program process of the recipient side, following the definition of 

AAA seemed legitimate as much as the notion it represent is the ideal state 

of condition.  

As mentioned already, the paper premises that the underlying 

assumptions tested in the criteria 110 influence the recipient side in shaping 

the definition of ownership. This paper specifically designates the ‘increased 

policy options’ and ‘strengthened bargaining power’ as influential factors 

just because the research interest is limited to the effect of emerging donors. 

It does not necessarily imply that other contextual factors are less important 

in shaping the notion of ownership. The dynamics created from the 

interaction between the recipient government and other stakeholders 

(including not only donors but also interest groups and general public) under 

the different social and economic circumstances would bring about various 

contextual factors that affect the definition of ownership by the recipient 

side. Again, because the research interest of this paper is restrained to the 

effect of emerging donors driven competition, the influence of increased 

policy options and bargaining power on aid ownership is explored while the 

other contextual factors are excluded from the analysis.   

                                           

10 Which are the increase of policy options and enhanced bargaining-power, 
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It has been observed from the previous studies that the increased policy 

options and bargaining power have influenced the enhancement of local 

ownership. The case-study of Cambodia suggests how the upstream 

competition among donors turned out to be beneficial to the recipient side as 

the recipient government is provided with more policy choices, which has 

led to the rise of local ownership (Sato et al., 2011). Walshe Roussel (2013) 

has also identified the enhanced local ownership of the development agenda 

on Nicaragua side as the increase of donor competition enhanced the 

bargaining power of the recipient side in negotiation with donors. In both of 

the case studies, the ‘local ownership’ is defined by the recipient as 

decision-making more in favor of the recipient side independent from 

donors (or aid source).  

The competition between donors can also contribute in shaping of 

ownership with a different route. Harrison & Mulley (2007) demonstrates 

how an initiative pursued by several donors to engage with the recipient 

government on aid management led to the behavior change of other donors 

that resulted in the increase of local ownership. The efforts of like-minded 

donors to create policy spaces and leadership of Tanzanian government 

allowed the local government shape and enhance its ownership as such 

effort have introduced the ‘peer pressure’ among donors that worked in 

favor of Tanzanian government. It is not the example of the effect of 

emerging donors, but it suggests that the similar peer pressure effect has 

prevailed when the policy space is opened for the recipient side by the 

emerging donors (perhaps not deliberately unlike the one created by the 

like-minded donors). The peer pressure among donors instigated by 

emerging donors would lead to strengthen of ownership by drawing donors 

to provide more aid options.  

The responses from the related survey convey the similar conclusion in 

terms of the effect of emerging donors driven competition on aid 

ownership 11 . Most of the respondents who replied that the increased 

                                           

11 22 out of 46 recipient side respondents agreed on the influence of emerging donors on 

aid ownership, and the short answer questions are answered by 18 respondents. 
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activities of the emerging donors influence the shaping of aid ownership (in 

a way that would increase the independence in decision-making) reasoned 

their response with increased policy options and stronger bargaining power 

allowed to the recipient. Some of them also mentioned the “less 

conditionality applied to the aid provided by emerging donors,” which result 

in the increased policy space for the recipient. One response recognized the 

opportunity of the recipient to “work beyond existing frameworks” with 

increased policy options. There was also a response that the increased 

ownership can be exhibited as “a form of favoritism” of a specific donor. 

Other opinions suggest that shaping of ownership depends on diverse 

factors besides the source of aid, which I have also assented with.  

The analysis made so far leads to the conclusion that emerging donor 

driven competition induces the definition of aid ownership shaped in a way 

that the recipient side can endorse its own policy agenda and preference in 

the process of negotiation and decision making. However, this conclusion 

itself does not provide a strong nor sufficient explanation about the causal 

link between aid ownership and aid effectiveness.   

I do not dare to make too much of a premise that aid ownership will 

lead to better aid effectiveness, but can propose a possible presumption 

about the causal pathway between ownership and aid effectiveness. One of 

the possible and quite likely assumption is that the consolidated ownership 

can lead to the better governance system of the development policy/program 

process, which can contribute to the achievement of aid effectiveness. The 

better governance system should involve the effective donor coordination as 

well as policy process that prioritizes policy agenda of recipient side. Indeed, 

“the rationale behind ‘ownership’ is that the quality of governance matters 

for aid effectiveness; and the quality of governance is related to ownership” 

(Castel-Branco, 2008, p.5).   

It was also confirmed by the donor side that the adequately shaped 

recipient ownership leads to better coordination between donors. According 

to the interview with the personnel from the multilateral institutions, they 

concurrently asserted that stronger the leadership (which is entailed with 

strong ownership) of the recipient side, easier the donor coordination to be 



140 

 

achieved in the country. One respondent from the donor side (international 

institution) said:  

“The government capacity of recipient side is very important. The strong 

ownership of the recipient partner usually leads to efficient coordination.”  

Another respondent from a different multilateral institution also remarked 

without hesitation:  

“Donor coordination is easier and tend to be effective when the recipient 

country is strong. Such case can be seen in Vietnam. The Vietnamese 

government has well done in managing the working group composed with 

many donors.” 

It can be understood that when the recipient side can keep the balance 

among multiple donors while maintain strong and organized policy agenda, 

donor coordination can be achieved with less conflicts. If any development 

policy or program, which reflects the need and priority of the recipient, can 

be implemented followed by enough donor coordination, it is difficult not to 

expect the improvement in aid effectiveness. 

 

4.4 Conclusion 
 

The effect of emerging donors is certainly receiving growing attention, 

but the perceived or evaluated ‘effect’ is divergent for different stakeholders. 

On one hand, emerging donors are criticized as undisciplined actors who 

can threaten the established rules and orders of international development 

field (i.e. providing aid ignoring governance condition, jeopardize the debt 

or environmental sustainability, exacerbate aid fragmentation, etc) impairing 

aid effectiveness. Such criticisms are often displayed by the existing 

traditional donors. On the other side, emerging donors are perceived to have 

better understandings of the recipient’s needs and demands while creating an 

opportunity for the recipient side to have more policy options. Such positive 

portrayal of emerging donors is often derived from the recipient side.  

Acknowledging the existence of different perceptions regarding 

emerging donors, this paper attempts to evaluate and analyze the effect of 

emerging donors focusing on the recipient side viewpoint. More specifically, 
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donor competition driven by emerging donors is analyzed in terms of its 

effect on the cognitive and behavioral change of the recipient side. By 

applying Theory of Change, the underlying assumptions related to the effect 

of emerging donors on the recipient side are identified for each step of the 

development policy/program process. The identified assumptions (as well as 

the premises to such assumptions) are tested and analyzed with relevant 

theories introduced by other literature as well as the result of the survey and 

interviews. 

The analysis focuses on the cognitive and behavioral changes of the 

recipient side that are revealed in the process of shaping and exerting aid 

ownership 12 . The increased ownership is anticipated followed by the 

increasing policy choices and enhanced bargaining power attained as the 

result of increased activities of emerging donors. Ownership is analyzed 

with an emphasis because of the causal link it is assumed to have with aid 

effectiveness. The relationship between ownership and aid effectiveness is 

only theoretically discussed in this paper as the analysis does not involve 

country or program specific studies that are more adequate to assess the 

effect on aid effectiveness.  

The results of analysis imply that increasing activities of emerging 

donors does not necessarily lead to detrimental effect on aid effectiveness 

especially when considered from the recipient side view point. From the 

perspective of the recipient side, emerging donors can bring about 

opportunities to redefine and enhance ownership that can lead to the 

improvement in aid effectiveness.  

Such conclusion, however, entails a critical precondition, which is the 

agreement between donor and recipient on the notion of ‘ownership.’ As 

discussed already, the definition of ownership can be varied based on the 

varied contextual and environmental factors that affect the aid process of 

each recipient. The flexibility of the notion of ‘ownership’ inevitably makes 

                                           

12 For the analysis of this paper, ‘ownership’ is understood as defined from the Accra 

Agenda for Action: Partner countries exercise effective leadership over their development 

policies, and strategies and co-ordinate development actions. 
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it complicated to achieve it. Regarding this matter, Helleiner (2002) has 

remarket that “if there is no agreement as to what national ownership 

actually means in practice, there are likely to be continuing problems in 

achieving it” (p. 255). Recipient can exert ownership as a leverage during 

the process of negotiation and donor coordination only when there is a 

shared understanding of ‘ownership.’ As exhibited from the interview result, 

strong leadership of the recipient side with clearly defined ownership is 

prerequisite for the efficient donor coordination, which is necessary with the 

increased donors to maintain aid effectiveness. The agreed definition of 

ownership can be the starting point of the virtuous circle that connects donor 

coordination to aid effectiveness.  
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Appendix 
 

Table 37: Countries of Survey and Interview Respondents 

Countries of 
Respondents 

Laos 

Tonga 

Myanmar 

Bhutan 

Sri Lanka 

Kyrgyz Republic 

Philippines 

Maldives 

Camboida 

Jordan 

Indonesia 

Ecuador 

Nepal 

Vietnam 

Sri Lanka 

Tanzania 

Tunisia 

Rwanda 

Ghana 

Costa Rica 

 

Table 38: Consequence of the Increased Emerging Donors (Only Recipients) 

The consequence of the increased activities of the emerging 

donors (Multiple Answers Allowed)   

N % (out 

of 46) 

①     It increases competition between donors.  18 39.7% 

②     The previously established rules and orders of the 

international development cooperation regime (i.e. DAC 

principles) will lose the authority, and new international 

principles beyond DAC needs to be developed that can 

embrace the emerging donors. 

15 32.6% 
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③     The existing rules and orders of the international 

development cooperation regime will be kept, but the 

emerging donors do not have to follow them.  

8 17.3% 

④     The emerging donors will eventually need to follow 

the existing rules and orders of the international 

development cooperation regime.   

16 34.8% 

⑤     It will not have any influential consequence.  3 6.5% 

Total (Only Recipients = 46) N/A N/A 

 

Table 39: Effect of Emerging Donor driven Competition (All Respondents) 

Result of the increased Emerging Donor driven Competition 

(Multiple Answers Allowed)  

N % 

①    The recipient side will have more policy choices that 

suits the local needs and demand.   

23 38.3% 

②    The increased competition can enhance the bargaining 

power of the recipient side. 

18 30% 

③    The competition will lead to more fragmented aid, 

which can undermine the aid effectiveness.   

12 20% 

④    Donor pluralism due to the competition will result in 

enhanced cooperation between donors, therefore the aid 

effectiveness will be improved. 

11 18.3% 

⑤    The increased donors can burden the recipient side 

with heavy transaction costs associated with donor-recipient 

coordination. 

4 6.7% 

⑥    The increased competition will not lead to any major 

change.   

4 6.7% 

Total (All Respondents =60) N/A N/A 
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Chapter 5. Conclusion to All 
 

 

All of the three essays composing the dissertation examine the causal 

link between donor competition (especially the one brought by emerging 

donors) and aid effectiveness. While all of them share a common topic of 

donor competition and aid effectiveness, each of them provides a different 

perspective for the analysis of the shared topic. The first essay endeavors to 

investigate the comprehensive causal relationship between donor 

competition and the sector-level aid effectiveness, while each of the second 

and the third essay focuses on the changing behaviors of donors and 

recipients taking part in the causal relationship between donor competition 

and aid effectiveness. 

The analysis carried out in the first essay has derived a sector-level 

policy implication regarding donor competition and aid effectiveness, 

contributing to the previous literature that is mostly consisted of the 

aggregated analysis on this matter. The sector-level analysis of aid 

effectiveness taken place in the first essay has demonstrated that emerging 

donors driven competition should not be necessarily regarded as a threat to 

aid effectiveness, as the increased participation of emerging donors is not 

happening at the cost of aid effectiveness. Not only a significant negative 

impact of emerging donors driven competition is not observed from the 

major sectors of emerging donors’ interest, but some of the social sectors 

turn out to be also benefited from the increasing participation of emerging 

donors. Moreover, an encouraging result is witnessed with the analysis of 

the general donor competition in economic and production sectors. Social 

sectors, on the other hand, emerge to be the most vulnerable sectors to the 

general donor competition, but it is assumed that such vulnerability largely 

owes to the innate characteristics of aid programs of social sectors1.  

                                           
1 As discussed in the first essay, the complexity of the programs in social sectors comes 

mainly from the fact that the outcome can only be achieved through the changed behaviors 

of individuals. Such change is not only difficult to bring about in the first place, but also 
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The second essay looks into the aid allocation behavior of DAC donors 

with an objective to provide additional explanation to the causal relationship 

between donor competition and aid effectiveness. It turns out that DAC 

donors exhibit more donor coordination efforts in respond to emerging 

donors driven competition than to the general level of donor competition. 

Although the mediation analysis carried out to examine the mediation effect 

of DAC allocation within the causal relationship between donor competition 

and aid effectiveness does not succeed to convey a strong argument (as only 

6 out of 21 sector-level mediation analyses generated attainable results), the 

positive mediation effect of DAC allocation is detected in several cases 

suggesting the significance of donor coordination in achieving aid 

effectiveness. 

The third essay, which is qualitatively conducted, provides the 

perspective of recipients in regard to the donor competition and rise of 

emerging donors. Adopting the method of Theory Based Evaluation (TBE), 

the essay has explored the changing perception and behaviors of recipient 

side in response to the increased emerging donors driven competition. With 

the analysis conducted based on the study of literature, survey, and 

interviews, the essay concludes that the increased ownership of recipients 

can be attained with the increased donor competition as more policy options 

and enhanced bargaining power had become available to the recipient side. 

The effect of increased aid ownership on aid effectiveness is only 

theoretically discussed in the essay, in order to avoid making too many 

premises to confirm the link between aid ownership and aid effectiveness. 

There are numerous unmeasurable contextual factors influencing the link 

between recipient ownership and aid effectiveness, which this essay has a 

limitation to appropriately delve on. Instead of making hasty conclusion on 

the relationship between aid ownership and aid effectiveness, the essay 

focuses on the effect of donor competition on the recipient side ownership.  

As the era of SDGs has arrived, the international development society 

anticipates the inevitable rise of new stakeholders in this field, and the three 

                                                                                                           

difficult to measure as it entails a vast amount of efforts to monitor and evaluate.  
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essays as a whole aim to provide an overarching explication on the 

relationship between donor competition (both the general donor competition 

and the one led by emerging donors) and aid effectiveness. The 

development programs led by diverse non-DAC donors (including but not 

limited to the Arab donors) are expected to grow, while the members of 

SSDC providers and partners are increasing. Meanwhile, the participation of 

private sector in the international development field is also foreseen, 

designated as a new source of development finance to achieve the SDGs.  

With such anticipation of increasing new stakeholders in the 

international development field, perhaps it is time to let go the previous 

notion of “donor competition.” In this new era, donor competition should 

not be regarded as a “threat” but as an “opportunity” to develop a 

coordination mechanism that is based on a mutual-understanding, not only 

between different donors but also between donors and recipients. In this 

regard, I believe the analyses carried out in the three essays reflecting the 

diverse perspectives on donor competition provide meaningful implications 

for the building of such mutual-understanding. In the meantime, the studies 

carried out in the three essays have also come upon the subjects that call for 

additional academic attention in the future, such as the measurement of aid 

effectiveness (which has generated many debates), the necessity of the 

disaggregated level data collection and analysis, and definition of ownership. 

Building a mutual-understanding based on the agreements on each subject 

would be a strenuous procedure if not impossible. Still, a continuous efforts 

should not be halted to develop an international development framework 

that can encompass the diverse stakeholders and perspectives.  
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국문초록 
 

신흥 공여국에 의한 원조 경쟁이  

원조 효과성에 미치는 영향에 대한 세 가지 연구 

 
신재은 (Jae Eun Shin) 

행정학과 정책학전공 

서울대학교 행정대학원 

 

본 논문은 신흥 공여국의 원조 참여에 따른 공여국 간 원조경쟁이 

원조 효과성에 미치는 영향에 대한 주제 하에 수행된 세 가지 연구로 

구성되어 있다. 세 가지 연구는 각각의 학문적 의미와 정책적 함의 외에 

한 가지 큰 주제에 대해 영역별 인과적 설명을 제공하며 원조 경쟁과 

원조 효과성 간의 인과관계 메커니즘 전체에 대한 이해를 도모하고 이에 

대한 거시적인 정책적 함의의 도출을 목적으로 하고 있다. 

원조경쟁과 이에 따른 원조 사업의 분절화(fragmentation)는 원조의 

효과성을 저하할 수 있어 국제 사회에서 많은 우려를 낳고 있다. 실제 

원조 분절화(aid fragmentation)와 원조 효과성에 간에 대한 기존 연구들의 

결과는 이러한 우려를 뒷받침 해온 바 있다. 이와 같은 원조경쟁에 의한 

원조 효과성 저하에 대한 우려는 신흥 공여국의 등장으로 더욱 더 

심화되고 있다. 사실 신흥 공여국의 원조 역사는 짧지 않으나, 

2000년대에 들어와 이들의 원조액이 증가하고 국제 사회에서 남남협력 

국가들에 대한 공식적 인정이 이루어지면서 이들의 영향에 대한 관심이 

높아지고 있는 바이다. 신흥 공여국들은 OECD DAC 회원국들과는 달리 

국제개발협력사업의 국제 규범 밖에서 활동하기 때문에 이들의 원조 

활동이 그 간 구축되어 온 개발협력 분야의 규범과 질서를 해칠 수 

있으며, 특히 이들의 등장에 따른 원조 분절화의 심화가 원조 효과성의 

저해로 이어질 수 있다는 우려와 이에 대한 논의가 국제사회 및 
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학회에서 꾸준히 이루어지고 있다.  

이에 따라 본 연구는 원조 경쟁과 원조 효과성간의 인과 메커니즘을 

살펴봄에 있어, 신흥 공여국에 의한 원조 경쟁이 얼마나 되며, 원조 

효과성에 어떠한 영향을 미치는지, 그리고 원조 경쟁과 원조 효과성간의 

인과관계 메커니즘에서 OECD DAC 공여국과 수원국의 행동 및 인식이 

어떠한 역할을 하는지 알아보고자 한다. 첫 번째 연구는 신흥 

공여국으로 인한 원조경쟁이 분야별 원조 효과성에 미치는 영향에 대한 

실증 분석으로, 일반적인 원조 경쟁과 신흥 공여국에 의한 원조 경쟁이 

각 분야별로 추출한 효과성 지표에 미치는 영향을 분석하여 그 

추세(trend)에 대해 살펴보고 이를 기반으로 정책적 함의를 도출하고 

있다. 두 번째 연구 또한 실증 분석 연구로 일반적 원조 경쟁과 신흥 

공여국에 의한 원조 경쟁이 기존 OECD DAC 국가들의 수원국별 원조 

할당(allocation)에 미치는 영향에 대해 분석하였다. 또한 원조 경쟁이 

DAC 공여국의 원조 할당에 영향을 미쳤다고 판단된 원조 분야에 

한해서 매개 효과 분석(Mediation Effect Analysis)를 진행하여 DAC 

국가들의 행태변화가 원조 경쟁과 원조 효과성간의 인과관계 사이에 

가질 수 있는 매개 효과를 측정해 보았다. 마지막 세 번째 연구는 신흥 

공여국와 원조 경쟁에 대한 수원국의 인식에 대한 질적 분석 연구로, 

수원국 공무원들에 대한 설문과 인터뷰를 중심으로 분석을 진행하였다. 

설문과 인터뷰 질문의 구성 및 결과에 대한 분석은 변화 이론(Theory of 

Change)에 기반한 이론기반평가(Theory Based Evaluation) 방법론에 

기초하여 이루어졌다.  

 

주요어: 신흥 공여국(Emerging Donors), 원조 경쟁(Donor Competition), 원조 

효과성(Aid Effectiveness) 원조 분절화, 매개효과분석(Median Effect 

Analysis), 이론기반평가(Theory Based Evaluation)  
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