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Abstract
Research suggests that a donor country’s decisigmavide post-disaster assistance is not only
driven by the severity of a disaster and the resplhumanitarian needs in the recipient country
but also by strategic considerations. We argue tti@tidentification of the determinants of the
size of disaster assistance is a first step in theyarsabf the donor’s behavior. Since all aid is not
motivated by the same reasons, the evaluationeotitmor country’s behavior requires a second
step accounting for thigpe and thechannel of aid provided. Using data on international disas
assistance between 2000 and 2007 one can exaniinghsodonor countries' decision on the
channel (bilateral vs. multilateral) and the typealisaster relief (cash vs. in-kind). The empirical
results suggest that international disaster rediabt as much driven by the needs of the recipient
country but also by strategic interests (e.g.tmide relationships) of the donor country. Bilatera
and cash transfers are used as a vehicle to sga#&tgic interests, while multilateral and in-kind
transfers are chosen to control for misuse in bgdlyerned recipient countries.

Keywords: Foreign aid, natural disasters, bilateral vs.titatral, type of aid

JEL classification: 017, 019, Q54

* |nstitute of Public Finance, University of Innsbky Universitaetsstrasse 15, A-6020 Innsbruck, Emai
paul.raschky@uibk.ac.at

** |nstitute of Public Finance, University of Inngitk, Universitaetsstrasse 15, A-6020 Innsbruck and
alpS - Center for Natural Hazard Management , Irugdd Austria. Tel.: +43-512-507-7161; Fax: +43-
512-507-2970; Email: manijeh.schwindt@uibk.ac.at.

The authors are grateful for financial support fraine World Bank. Parts of this paper serve as a
contribution to the World Bank/GFDRR report "TheoBomics of Natural Disasters". The authors would
like to thank Rama Chandran, Jesus Crespo-Cuardsoveard Kunreuther, Harald Oberhofer, Michael
Pfaffermayer, Apurva Sanghi, Mark Schelker, Reim8atiwarze, Martina Tonizzo and Hannelore Weck-
Hannemann as well as participants of a workshfuiich 2008 and a seminar at the Worldbank in 2009
for their useful commest




1 Introduction

Research suggests that by 2015 the number of paffpleted by natural disasters could rise by
more than 50 per cent to an average of more th@m@8lfion each year (Bailey 2009). Such an
enormous increase in the number of people facisgsrof natural disasters will inevitably
increase the need for humanitarian assistance. éductinstraints call for an improvement of
disaster assistance strategies and a more effigjgplication of scarce resources. Therefore, a
better understanding of the allocation of disas&dief, including the quantity and quality, is
necessary. Why did the United States assist in 48%ood relief cases in Kenya with cash
transfers and only in 20% of the flood relief cage®8olivia (despite both recipient countries
having comparable numbers of fatalities from flodustween 2000 and 2007)? Why did
Mozambique receive 59% of United States' floodeféhflows bilaterally and the remaining via
a multilateral agency, while India received only?d 4f its United States' flood assistance
bilaterally?

In order to shed more light on this question we lomm® aspects of two broad strands in the
literature on foreign assistance. First, we redethe literature on the type of aid, with discuasio
on the effectiveness of cash and in-kind transfexspectively (e.g. Currie & Gahvari 2008). The
argument of paternalism brought forward in thisrliture, can be seen as an explanation for the
tendency to provide in-kind or restricted aid tfans, in particular to recipient nations with weak
institutions. Recent contributions analyzing mohalzard behavior of the recipient country
include Amegashie, Ouattara & Strobl (2007) andnSsen (2000).

Second, our paper relates to the vast amounteshtiire investigating the allocation of foreign
aid. The seminal paper by Dudley & Montmarquett®7@), which argues that the supply of
foreign aid will be explained by the donor countrgemand for foreign aid impact, paved the
way for a discussion of donors' motives behind icouating aid. The majority of these papers
showed that foreign aid allocation is determinedthy donor countries' strategic and political
interests rather than by the recipient countriegdn For example, Kuziemko & Werker (2006)
find that more foreign aid is paid to countries géhrotate on a seat in the U.N. security council,
Dudley & Montmarquette (1976) show that foreign adnduced by the level of exports from
donor to recipient countries and the results ofsa & Dollar (2000) suggest that colonial ties
result in greater aid allocation. More specificadliyd of great relevance for this paper, Fink &
Redaelli (2009) find that not only foreign aid baiso international emergency assistance is
determined by political and strategic interestseyishow that more emergency aid is paid to
countries which are located closer to the donontguexport oil or were former colonies of the
donor country. In addition, the results of Eisen&eBtromberg (2007) suggest that U.S. disaster
relief is driven by the level of media coveragedidasters. By contrast Olsen, Carstensen &
Hoyen (2003) find a rather limited role of news erage. They use case-studies in order to show
that the size of humanitarian assistance is deteunby the donor country's interest in stability
and security in the affected country as well ashigylocal presence of international organizations
with lobbying power. The former argument is corestwith what Bermeo (2007) calls strategic
development or strategic stabilization. Accordinghtr argument and in contrast to the above
mentioned literature, all foreign aid is used ftmrategic interests. However, development or
stabilization of the recipient country can be pHrthe strategic goal as well. In this case, donor
interests and recipient needs coincide.

The analysis so far had a focus on the determir@ritse size of aid and emergency assistance,
respectively, including the implicit assumptionttiaf donors give the same type of aid and use
the same channels or that all aid is motivatedhieysame reasons. We argue that the analysis of
the amount of aid is a necessary first step butsnfftcient to derive implications about donor



countries’ behavior. In order to get a more comensive picture on the motivation of donor
countries’ incentives to provide humanitarian amtl do design more efficient mechanisms of
international (disaster) assistance, the decisimohath the type and the channel of aid need to be
considered. What criteria does a donor countryinisder to decide whether to assist by cash
transfers or in-kind transfers? Why do countrieg lpigateral aid to one country and multilateral
aid to another? Maintaining the terminology of Beom(2007) and distinguishing between
strategic stabilization goals and non-stabilizatjoals, we would expect that donor countries try
to maximize aid effectiveness by their choice oé ttype and channel of aid, if strategic
stabilization is the main objective. Whereas we oexpect them to choose the type of aid,
which the recipient country values the highest, mtieeir primary interests are non-stabilization
goals.

Strategic stabilization requires that transferschedheir desired recipients. However, in
comparison to cash transfers, restricted transéegs,in-kind transfers, might be better suited for
the reduction of moral hazard behavior and efficiemgeting (e.g. Amegashie et al. 2§07
Besley & Coate 1991, Gahvari & Mattos 2007, SvensZ@00). Note, that the term cash transfer
does not include conditional cash transfers. Liteeaon conditional cash transfers suggests that
depending on the design this form of assistancebeawery effective. For example, Doocy,
Gabiriel, Collins, Robinson & Stevenson (2006) déscthe implementation of cash for work
programs after the Tsunami in AcéiNot only the type of aid, but also the channehidf might

be relevant for the ability of transfers to achiestabilization. Opposed to bilateral assistance,
multilateral agencies might have better informatidrout the risks in aid receiving countries and
hence account for them in their allocation decisigWeck-Hannemann & Schneider 1991).
Moreover, since donor countries lack commitment @owsvensson (2000) argues that the
delegation of aid to agencies which are less rigkrse and have plausible commitment
techniques could provide incentives in the receaipo®untry to generate own effort. On the other
hand, non-stabilization goals are more probableadbieve, if the aid receiving government
values the assistance highly. It is reasonablessoirae that governments value cash payments
higher than in-kind payments because they cantugseaiccordance with their own preferences.
Moreover, donor countries transferring money dlyettt recipient governments might be more
successful in building up political ties, sincealdral transfers are more visible for recipiengsith
countries which act anonymously via a multilatergéncy. For that reason, strategic stabilization
goals should increase the probability of multilateand in-kind transfers whereas non-
stabilization goals should induce bilateral anchdaansfers.

The remainder of the paper is organized as folldwsection 2 we present the theory and derive
the signs for the partial derivatives of the prabigbof the different types of aid. Research
design, data and econometric strategy are presangattion 3. Finally, section 4 concludes.

Yn fact, Amegashie et al. (2007) investigate howatccountries' choice of the composition of casth iarkind
transfers adjusts to changes of the moral hazdravi@ of recipient countries. While multilateradrbrs reward
(penalize) decreases (increases) in moral hazévalvie by reducing (rising) the proportion of imkKirelative to
cash-transfers, bilateral donors do not react &amghs in moral hazard behavior.

’For a more detailed analysis of aid programs usgrglitional cash transfers see Fiszbein, SchadyeiFe,
Kelleher, Olinto & Skofias (2009).

% Needless to say that the decision on the typechadnel of post-disaster assistance is determipedher
characteristics (e.g. disaster type) as well. @fse we control for these variables in the empipeat of this paper.



2 Theory

In order to derive the factors which explain theick of the type and channel of disaster aid
made by donor countries, we use a technical framewapplied by Huber & Nowotny (2008).
They analyze an individuals decision to commute tarmdigrate in another region opposed to the
possibility to stay in the home region.

First, we allow each donor country to choose betweaitateral disaster assistance, multilateral
disaster assistance and no disaster assistancelonbe country's decision to assist or not and its
choice between bilateral and multilateral disast®el are based on two instruments, which
according to Bermeo (2007), both contribute to ifprepolicy purposes. First, because of
strategic reasons, the donor country might be ested in the stabilization of the recipient
country in the aftermath of a disaster. Stratetabiszation could, for example, be motivated by
the intention to mitigate negative spill-over eteon the donor country's economy or to prevent
large flows of disaster-refugees. Hence, underetltgsumstances donor interests and recipient
needs coincide. Second, the donor country mighe lwdler strategic interests not related to the
strategic stabilization goal, which the donor coyunants to promote, e.g. political ties to oll
exporting countries.

To be more precise, consider a donor country wilbPGY, which decides a) whether to

contribute an amount of to a country which was hit by a natural disasted B) whether to
transfer this amount directly to the recipient goweent (bilateral (B)) or via a multilateral
agency (M). Empirical results suggest that it iasanable to assume that disaster assistance

contributes to a higher level of stabilization Ire trecipient countnyg?, Oh=B,M and hence a

higher utility level of the donating country if e.good governance indicators in the recipient
country are high (Burnside & Dollar 2000). Therefothe stabilization effect is determined by
the ability of multilateral and bilateral disastaid to circumvent the adverse effects of bad
governance, respectively. Due to a more profounavkedge of the specifics of the recipient
countries resulting from the presence in affectedintries, we assume that the control
mechanism using multilateral disaster assistanteti®r compared to the control in the case of
bilateral disaster assistance. Moreover, Svens2000] suggests that the delegation of aid to
international agencies with fully developed comnatrhtechnologies contributes to a higher
effecieny level. For this reason, stabilizatiorasier to enforce with multilateral assistanceafor
given level of good governance. Moreover, for higlesels of good governance, strict control
mechanisms are less of a constraint. In order to gality from better access to strategic

interestsl ), Oh=B,M in the recipient country, it is important for tbenor country to ensure

that the source of disaster assistance is vistl¢he recipient country. We assume that bilateral
disaster assistance is more visible than multéhteisaster assistance and thus secures strategic

interest in a better way. Assuming an additiveitytfunction, the utilityU, of a donor country
choosing bilateral disaster assistance is detedniyeits own governmental purchasés-T,

by the stabilization effect in the recipient coyn8: and by the strategic advantagesinduced
by bilateral disaster aid. We formulate the dormrntry's utility function for bilateral emergency

assistance as

UB:YD_T+SIS+IRB+£B' (1)

Equivalent to equation (1) the donor country'stytih the case of multilateral disaster assistance
is



UM =YD_T+SI¥I+II¥|+£M' (2)

The termse; and &, are random utility components for donating bilatesind multilateral,

respectively. Apart from bilateral and multilatedi$aster assistance, the potential donor country
can decide not to assist. In this case the donamtegs utility is

Uy =Yp +&y. (3)

We use equations (1), (2) and (3) in order to dateuthe utility differentials between bilateral
disaster assistand®) ;) , multilateral disaster assistan(te,,) and no disaster assistanits, ) .

UB_UNZ_T+S§+|§+£B_£N (4)

UM_UNz_T"'Sgl"'Igl"'gM_SN (5)

Equations (4) and (5) state that higher levelstabifzation S achieved with bilateral and

multilateral disaster aid as well as higher striatggins, increase the utility of disaster assistan
in comparison to not assisting. However, assistdreas costs in the form of a reduction in a
donor country's government purchases.

Uy _UB:(SIQA_SIS)-F(IIQA_IIE)-'_EM &g (6)

Equation (6) shows that the stabilization diffei@nt(SY — St >0) increases the utility gain

from multilateral disaster assistance, whereastitaegy differentia(l Y —12 <0) increases the

utility gain from bilateral disaster assistance.
In order to simplify (4), (5) and (6) we define tiiieect utility gains by

QBNz_T+S§+IF? (7)
QMNz_T+SIL\{A+II¥| (8)
QMB:(SI['\(A _SRB)+(II¥| _IIS) (9)
and rewrite (4), (5) and (6) as
Ug —Uy = Qg + 45, (10)

with é; = &5 —&.

Uy Uy =Qun +éu> (11)



with &, =&, —&y.
UM _UB = QMB +(£M _EB) (12)

Equations (10) - (12) state that countries willideaot to assist, i&; <-Qg, andé,, <-Q,, -
However, for & >-Qg, and ¢, >-Q,, there will be bilateral or multilateral disaster
assistance, depending on the relationtxf, and Q,,,. Countries will choose bilateral disaster
assistance foré; >-Q,, and (¢, -<&) <-Q,;, Whereas they will assist via a multilateral
agency iféy >-Q, and ($y —4¢5) > Qe -

We can now determine the probability that a dormuntry chooses bilateral assistan@®),
multilateral assistancéR,,) and no assistandé, . )

PB = Pr(QBN > _EB;QMB < _(EM _55)) (13)
PM =Pr (QMN > _EM ;QMB > _(EM _EB )) (14)
PN = Pr(QBN < _EB;QMN <_£M) (15)

Using comparative statics we can derive the deveatof probabilities of assisting by bilateral
or multilateral transfers and not assisting (seéeta).

Table 1: The choice between bilateral, multildtarad no disaster assistance subject to
selected variables

Now that we have determined the partial derivativethe probabilities to pay bilateral disaster
assistance, multilateral disaster assistance andssistance, we vary the options of the donor
country, by distinguishing between cash (C) andlimat (IK) transfers in the case of bilateral
assistance. In accordance to (1) - (3), we forreullaé donor country's utility depending on the

type of aid, as:

U =Y, -T+SS+1X-C+¢, (16)



Ue =Y, -T+SS+I1S +&, (17)

UM =YD_T+SI2A+II¥|+EM (18)

U, =Y, +&, (19)

Note that in-kind transfers are assumed to cause salditional transportation cogi8), which

will be higher for large distances between donad agcipient country. Moreover, we would
expect that in-kind transfers can better contral lee adverse effects of bad governance
compared to cash transfers, whereas cash tramsighs be valued higher than in-kind transfers
from the aid receiving country and hence be moreddor achieving strategic goals. Using the
same approach as above, we determine the followsiggs of the partial derivatives of the
probabilities to choose cash, in-kind, multilatesahot any assistance (see table 2).

Table 2: The choice between cash, in-kind, maéiii and no disaster assistance subject
to selected variables

R R BT T
P« ) + B B + B B B
P. - - + - - + - +
P, - - - + - - + +
Py + - - - - - - +

3 Empirical analysis

3.1 Research design and data

We are interested in the decision of potential daoaintries (i.e. every country that has not been
directly affected by a disaster) to provide posadier assistance and the channel and type the
actual donors choose. In order to examine the teffielcumanitarian needs of a recipient country
and strategic interests of a donor country, we ttoasa basic dyadic data set for each major
natural disaster (that is included in the EM-DATadaet) in a given country between 2000 and
2007. For any given disaster in a country, all remg countries are considered as potential
donor nations. Including only those cases wherepmtential donor actually provided aid in our
regression would truncate the data. All potentiahats that did not provide post-disaster
assistance are coded zero and this informatiosasl in the first stage selection estimates. The
combination of 228 disasters, where informationboth the channel and type of disaster aid is
available, and 187 potential donor nations, resmta basic dataset of 42,636 observations.
However, this number is reduced to between 20,0id725,836 (depending on the specification)



due to missing data. Of the aforementioned obsengtbetween 2,603 and 3,123 (depending on
the specification) observations are actual aidrdaution (dependent variable=1).

The dependent variables are dummies that switch ifoa donor has contributed post-disaster
assistance (in the selection equation), switch ibthe if the contribution was bilateral (in the
channel equation) or switch to 1 if the type of tetnution was cash (in the type equation). In
figures 1 and 2 we show the breakdown of totaliaitilateral vs. multilateral and cash vs. in-
kind by major recipients. Pakistan received 602tréloutions. Among these 602 contributions,
463 (77%) were made via a multilateral agency &%(23%) were made bilaterally. Peru on the
other end of the list, received 99 contributioneren54 (55%) where made multilaterally and 45
(45%) bilaterally. The differences between recip@vuntries in the type of disaster aid received
is even bigger. Out of 100 contributions to Haitilyo 1 (1%) was bilateral cash, while
Mozambique received 53 (16%) bilateral aid contitms out of 335 disaster assistance flows.
The main explanatory variables include indicatans Humanitarian needs by the recipient and
variables accounting for strategic interests ofdbeor. The former group includes the number of
fatalities in a disaster (in thousand) and thellefgross domestic product per capita (GDP p.c.).
The latter group contains information on the dantrade volume with the recipient and the
percentage of fuel exports of total merchandiseoegpoy the recipient. These two variables are
widely used as empirical proxies for strategic lies¢s in the existing aid allocation literature
(e.g. Fink & Redaelli 2009, Berthelemy 2004). Irdgidn we include dummies for the type of
natural disaster.

In choosing other relevant covariates, we follow #xisting empirical literature (e.g. Fink &
Redaelli 2009, Alesina & Dollar 2000): Size of thecipient country (population), distance
between donor and recipient, oneness for traden@l history between the donor and the
recipient as well as an updated version of Gagzi#inity index that is constructed using voting
patterns in the United Nations General Assemblye Tridex ranges between 1 (recipient and
donor always voted the same way) and -1 (recipaeot donor never voted the same way). In
addition we include two dummy variables that acedancommon religious beliefs and common
language in the donor and recipient countries. ddrer nation’s level of development measured
via the GDP p.c. is also included. Table 15 giveswerview of the data sources used.

3.2 Econometric Strategy

Based on the theoretical concept in section 2,goal is to identify the driving factors of the
likelihood of choosing 1) a certain channel foragier aid (bilateral vs. multilateral) and 2) a
certain type of disaster aid (cash vs. in-kind)e Tdecision on both the channel and the type
however, is conditional on the decision to provpest-disaster assistance at all. The resulting
selection problem can be formulated as follows:

Pr(y, |X) = Pr(y, | x,y, =1)Pr(y, =1|x) + Pr(y, | X, y, = 0)Pr(y, =0), (20)

where y, denotes the selection variable and equals 1 ifsagiven, zero otherwisey, denotes
the second stage channel (1 if aid is bilateraly Zlemultilateral) or type (1 if type of aid was
cash, zero if in-kind) andck is a vector of covariates. In our case, the saraplection model
consists of two stages: The first stage definescs®=s where actual post-disaster aid is given.
The selection variable is a latent varialyle and equals 1 if aid is given. The second stageeis
outcome stage and is estimated in two separateifispgons. In the first specification it
describes the cases where bilateral aid was givhite in the second specification it describes
the cases when cash was contributed rather thkimdn-In either of the two specifications we



denote this second stage latent variablg/,asVe derive the following system:

i = %6+ (21)

Yo = %5, +U, (22)

x andu, are the explanatory variables and the error téomthe first and the second stage. The

correlation between the two equations, indicates if there is actual sample selectione Th

traditional Heckman model (Heckman 1979) requihed the second stage outcome equation is
estimated using OLS. Dubin & Rivers (1989) devetbpa extended selection model where
second stage is estimated using a probit modelchwis applied in this paper. The latent

variablesy” are related to the observed variablesn the following way:

1 if y,>0 and y, >0
y, =40 if y,<0 and vy, >0 (23)

The application of a sample selection model reguiraique information in the explanatory
variablesx, and x, to separately identify the parameters in the siele@nd the outcome stage.

To deal with this issue we use the donor natioofsufation as additional selection variable in the
first stage selection.

3.3 Results

The results are structured by the strategic vaggabf interest, oil and trade. We start presenting
estimates of the second stage estimates on thsiateadn the channel of disaster aid including
the fraction of fuel exports of total merchandigpat if a contribution has been made (Table 5).
The dependent variable is a dummy that equalsitdhe contribution was bilateral and O if it
was multilateral. Fatalities do not appear to harempact on the choice of the aid channel, but
the number of people affected has a significanttipesimpact. More distant countries are also
more likely to receive aid via a multilateral aggn€ountries with a higher fraction of fuel
exports and better governance indicators are mkeéy|to receive bilateral aid. These results
allow for interpretations: First, the bilateral cdmel is preferred over the multilateral channel
because it is more attributable to the donor and gBupports strategic interests in a better way.
Second, donors are more likely to give aid via dtitateral agency because these agencies might
have a better competence in controlling the sows®laf the aid in recipient nation's with low
good governance indicators.

The interaction term of oil and good governancdcaidrs have a negative sign and are only
significant at the 5%-level for corruption contfgblumn (5)). The signalling effect of bilateral
aid might by decreasing with better regulatory duar corruption control.

Table 6 presents the results of the first stagecieh equation. As expected, countries that have
suffered more fatalities and where more people ehéfected from a disaster and that are poorer
are more likely to receive international disastssistance. In line with the standard ODA
literature, donors appear to favor more open renipcountries. Interestingly, smaller nations are
less likely to receive disaster aid. This resudlystin contrast to the small-country bias found in



ODA decisions. The likelihood of receiving aid iaases in the number of fatalities and if donor
and recipient country have a common language. tordance with the findings of Fink &
Redaelli (2009) and opposed to the existing lite|wabn ODA decision, affinity does not increase
the likelihood of receiving aid from a donor. Irdstingly, if the donor and the recipient share the
same religious beliefs, the likelihood of receiviagl significantly decreases. One possible
explanation for this result is that the data orgreh only controls for potential frictions between
large religious groups and not within the largégiels groups (e.g. Sunnite and Shiite).

In the specification presented in column (2) weeheneluded oil (percentage of fuel exports from
total merchandise exports) as an additional regregshigher fraction of fuel exports increases
the likelihood of receiving disaster aid. Theseulssremain robust after the inclusion of
regulatory quality (column (3)) and corruption aaht(column (5)). Including the oil variable
with the good governance indicators (columns (4) @)) reveals that the likelihood of receiving
aid decreases for a recipient nation that has largeexports and good regulatory quality and
increases if the recipient has large fuel expartsgood corruption control.

We now turn to the estimates of the specificatiosiag trade volume as the second indicator for
strategic interests. The results of the aid se&lrctiquations in table 8 are pretty similar to the
first stage results for the oil estimates in tableThe effects of strategic interests and good
governance as well as the interaction of thesevar@bles reveal a similar trend for the trade
estimates. Donors are more likely to donate viaudtilateral agency if there has been a major
disaster causing a large number of fatalities &mldei affected country is poor. In contrast to the
oil estimates, there are differences in the secstade estimates on the channel of aid. The
interaction between trade volume and governandeatats is positive and highly significant.

The next step consisted of changing the specifinatf the second stage estimates and
examining the decision on the type of aid. The ddpat variable is the probability of giving
bilateral cash. We only present the results os#@nd stage for both the oil and trade estimates.
Interestingly, fuel exports do not appear to hageaificant effect on the likelihood of receiving
cash (table 9), while trade volume has a signitiggpositive effect throughout all specifications
(table 10). Humanitarian aspects appear to haveraéeweffects on the likelihood of receiving
cash. Donors prefer to donate cash to richer nato after smaller disasters with fewer people
killed. Regarding the strategic variables we finghiar patterns as in the choice of the aid
channel.

The analysis so far has assumed that the varittid¢€xplain the choice on the composition of
aid do not differ between countries. The empiriliigrature, however, suggests that donors'
decision on ODA (e.g. Alesina & Dollar 2000, Kuziem& Werker 2006) and disaster aid (e.g.
Fink & Redaelli 2009) are not the same across doations. For expositional convenience, we
limit our analysis to a comparison between OECD raoitOECD countries. This robustness test
basically splits the sample in OECD and non-OECBDadsubsamples and repeats the estimates
in tables 5 - 10 for each subsample, respectivélpfortunately, the the estimates did not
converge using a heckman probit estimator. We tbereapplied a simple conditional probit
model, estimating the likelihoods of receiving telal aid or bilateral cash conditional that aid
has been given. Table 11 presents the coefficieihtee second conditional probit models for
both OECD and non-OECD donors decisions on theraaf disaster aid. A first glance reveals
that the pooled estimates in tables 5 - 10 are Igndniven by the OECD sample. OECD donors
are more likely to provide bilateral disaster dithe recipient export share of fuel is large aind i
the recipient nation has good governance indicafbinere is a smaller probability of giving

“We only present the coefficients of the secondestagiimates for the key variables. The resultbefitst stage
estimates as well as the full estimation tableuditlg all other covariates are available from ththars.



bilateral aid if the disaster caused a lot of fa&d and if the recipient has a larger per capita
income. In contrast, fuel exports appear to haveegative and not significant impact on the
decision on the channel of disaster aid for non-OEGuntries. One possible explanation is that
the majority of donors in this subsample are coestfrom the Middle East and North Africa
(MENA) which are already endowed with large oilaoesces. Good governance indicators also
influence the decision in both subsamples, wheeectefficients for the non-OECD contries is
actually larger. Table 12 reports the result fag gecond strategic variable, trade. Again the
results of the OECD donor group are comparablbaaesults of the main sample. The estimates
for non-OECD again reveal that strategic interdstsiot play a significant role in their decision.
We find some indication that the trade relationsbgween the donor and the recipient has a
positive and significant influence on the decisiorprovide bilateral aid. Tables 13 and 14 show
the results for the probit estimates on the typeidf for each subsample and each strategic
variable, respectively. Again, the decision ontiype of aid is driven by strategic interests in the
case of OECD countries, while strategic interestgehno significant influence on non-OECD
countries decision. However, the only explanataayiables that have a significant influence in
the non-OECD subsample are the disaster type dusramigt the common language dummy.

4 Conclusion

Research of the past 30 years suggests that foagilgis allocated due to strategic and political
interests rather than due to recipient needs. Timeod this paper was to show that strategic
concerns not only dominate the choice of the sizad) but also the decision on the type and the
channel of aid. Our theoretical results suggedt doaor countries assist by multilateral or in-
kind transfers rather than by bilateral or cashdfers, if their main interest is the stabilizatmin
the recipient country, whereas they choose bilat@raash transfers if they account for non-
stabilization goals. The empirical application skothat a) recipient countries with good
governance are rewarded by bilateral or cash eas\dh) countries with lower levels of GDP p.c.
or higher death tolls are more probable to recematilateral or in-kind transfers and c) the
probability of getting bilateral or cash assistamoereases if the donor country has strategic
interests (e.g. oil or trade) in the receiving doyunMoreover, we find that good governance is
less of a constraint for bilateral or cash trarssfethe donor country has strategic interesthen t
same country. We show that donor countries delibBr&hoose the type and channel of aid in
conformity with their goals, however, strategiceir@sts seem to dominate stabilization goals.
Interestingly, the reasons to provide bilateral a& well as cash aid differ between OECD
countries and non-OECD countries. OECD countriesraore likely to give bilateral aid and
cash if the recipient has oil resources, is a tigghiartner and has sound institutions. In contrast,
non-OECD countries decision on the channel and &penot influenced by strategic interests.
These countries are more likely to provide bildtefd and cash if the recipient has suffered a
large number of casualties in a disaster.
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Table 3: List of recipient countries' total fateg and number of disasters

Recipient Fatalities Disasters Recipient Fatalities Disasters
Afghanistan 669 6 Lao, PDR 15 1
Albania 1 1 Madagascar 602 5
Algeria 971 4 Malawi 567 3
Argentina 23 1 Malaysia 80 1
Armenia n.a. 1 Maldives 102 2
Azerbaijan 31 1 Mali 2 2
Bahamas, The 1 1 Mauritania 1 1
Bangladesh 2,309 4 Mexico 84 3
Belize 44 3 Micronesia, Fed. Sts. 48 3
Bolivia 271 6 Moldova - 1
Botswana 3 1 Mongolia 23 2
Brazil 50 1 Morocco 708 2
Bulgaria 17 1 Mozambique 908 3
Cambodia 403 2 Myanmar 307 2
Central African Rep. 1 1 Namibia 2 1
Chile 40 3 Nepal 657 2
China 1,185 4 Nicaragua 33 4
Colombia 109 2 Niger 4 2
Comoros 1 3 Oman 76 1
Costa Rica 24 4 Pakistan 74,137 7
Cuba 22 4 Panama 11 1
Czech Republic 18 1 Papua New Guinea n.a. 1
Djibouti 51 2 Peru 815 5
Dominica 2 1 Philippines 3,070 5
Dominican Republic 830 3 Poland 27 1
Ecuador 21 4 Portugal 14 1
El Salvador 863 3 Romania 33 2
Ethiopia 498 1 Russian Federation 101 2
Fiji 17 1 Senegal 28 1
Georgia 6 3 Seychelles 3 1
Ghana 72 3 Solomon Islands 52 2
Grenada 39 1 Somalia 350 2
Guatemala n.a. 1 Sri Lanka 35,634 3
Guinea n.a. 1 St. Lucia 1 1
Guyana 34 1 Sudan 85 3
Haiti 2,857 4 Suriname 3 1
Honduras 21 2 Tajikistan 27 4
Hungary 1 2 Thailand 8,449 2
India 38,730 7 Togo 41 1
Indonesia 172,214 10 Tonga n.a. 1
Iran 28,110 5 Turkey 219 2
Jamaica 29 4 Uganda 18 1
Japan 40 1 Ukraine 9 1
Kenya 173 3 Uruguay 9 2
Korea, DPR 934 3 Vanuatu 3 3
Korea, Republic of 210 2 Venezuela 80 2
Kyrgyzstan 38 2 Vietnam 844 3
Zimbabwe 70 1




Table 4: List of donor countries' total contrilmunts and number of donations

Donor Total contribution  Events Donor Total contribution Events
(in USD) (in USD)

Afghanistan 500,000 2 Iceland 473,627 13
Algeria 2,489,199 5 India 23,630,944 10
Andorra 58,386 2 Indonesia n.a. 1
Angola n.a. 1 Iran 347,380 3

Argentina n.a. 8 Ireland 40,573,378 131
Armenia n.a. 2 Israel 2,357,000 17
Australia 54,936,086 115 Italy 76,690,358 121
Austria 11,436,846 40 Japan 445,981,017 95 1

Azerbaijan 622,000 4 Jordan n.a. 3
Bahrain n.a. 1 Kazakhstan n.a. 2

Bangladesh 100,000 2 Kenya 75,000 1
Belarus 113,018 1 Korea, DPR 130,000 5
Belgium 44,886,419 79 Korea, Republicof 1,576,709 22
Bolivia n.a. 1 Kuwait 3,366,013 12
Botswana 482,000 3 Kyrgyzstan 27,093,596 2

Brazil 200,000 13 Lao, PDR 75,000 3
Bulgaria 103,717 2 Latvia 446,726 6
Burundi 20,000 1 Lebanon n.a. 1
Canada 108,799,910 204 Lesotho 110,000 2

Chile 30,000 7 Libya 1,500,000 6

China 14,009,631 56 Liechtenstein 305,278 7

Colombia 100,000 5 Lithuania 252,631 5

Costa Rica n.a. 1 Luxembourg 12,165,218 6 4
Croatia n.a. 2 Malawi 100,000 2

Cuba 129,965 7 Malaysia 5,138,948 18
Cyprus 756,462 17 Malta 10,854,817 1

Czech Republic 5,498,495 20 Mauritania 286, 3
Denmark 60,283,135 146 Mauritius 80,000 3

Dominican Republic 196,370 3 Mexico 4,1229 8
Ecuador 13,237 4 Moldova 455,307 5

Egypt 300,000 3 Monaco 640,081 16

El Salvador n.a. 1 Morocco 496,980 9
Eritrea n.a. 1 Namibia 800,000 1
Estonia 577,084 9 Nepal 235,391 4

Fiji 9,700 1 Netherlands 101,964,604 139
Finland 25,055,726 56 New Zealand 15,535,25 50
France 48,601,080 118 Nicaragua n.a. 1
Gabon 200,000 1 Nigeria 1,150,000 3

Germany 174,339,341 371 Norway 117,858,752 223

Ghana 100,000 1 Oman 100,000 3
Greece 27,047,570 51 Pakistan 157,560 3

Guatemala n.a. 2 Palau 51,772 2
Guyana 20,000 1 Panama n.a. 2
Honduras n.a. 1 Peru 111,130 8
Hungary 1,005,267 19 Poland 6,966,713 25




Table 4: List of donor countries’ total contribut®and

Number of donations (cont.)

Donor Total contribution Events
(in USD)
Portugal 10,127,312 30
Qatar 22,350,468 13
Romania 2,639,255 8
Russian Federation 6,615,748 27
Rwanda 10,000 2
San Marino 19,807 1
Saudi Arabia (Kingdom of) 83,804,806 63
Seychelles n.a. 1
Singapore 4,850,500 23
Slovakia 2,705,516 21
Slovenia 709,334 17
South Africa 3,852,500 10
Spain 73,199,347 78
Sri Lanka n.a. 1
Sudan 10,000 1
Swaziland 15,000 1
Sweden 107,626,853 210
Switzerland 19,264,147 113
Syrian Arab Republic n.a. 5
Tajikistan n.a. 1
Thailand 1,085,202 13
Trinidad and Tobago 2,625,000 5
Tunisia n.a. 3
Turkey 40,724,138 58
Ukraine n.a. 2
United Arab Emirates 34,668,256 35
United Kingdom 306,310,134 343
United States of America 460,435,164 495
Venezuela 1,800,000 11
Vietnam n.a. 1
Zambia 20,000 3




Figure 1: Distribution of bilateral and multilagé¢disaster aid - Major recipients
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Figure 2: Distribution of cash and in-kind disast®l - Major recipients
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Table 5: Aid & bilateral OIL — %' stage

Pr(bilateral =1| X) (1) (2) (3) (4) (5)
Ln(Fatalities) 0.008 0.026 0.024 0.019 0.019
(0.016) (0.017) (0.018) (0.017) (0.016)
Ln(Affected) 0.032%** 0.024%** 0.023%x*x* 0.010 0.014**
(0.005) (0.006) (0.007) (0.007) (0.007)
Ln(GDP p.c.) -0.053 -0.119** -0.125** -0.138*** -0.122**
(0.042) (0.048) (0.060) (0.054) (0.055)
Ln(Population) -0.103*** -0.100*** -0.100*** -0.096*** -0.099***
(0.026) (0.027) (0.027) (0.028) (0.028)
Trade (% of GDP) -0.001 -0.002 -0.002 -0.001 -0.000
(0.001) (0.001) (0.001) (0.001) (0.001)
Distance -0.070*** -0.082*** -0.082%** -0.082*** -0.079***
(0.009) (0.010) (0.010) (0.010) (0.010)
Affinity index 0.679** 0.470 0.467 0.546* 0.563*
(0.296) (0.317) (0.318) (0.319) (0.319)
Common religion -0.028 0.003 0.002 -0.045 -0.048
(0.073) (0.084) (0.085) (0.084) (0.084)
Common language 0.137 -0.067 -0.067 -0.019 -0.023
(0.088) (0.124) (0.124) (0.122) (0.129)
Former colony -0.091 -0.166* -0.166* -0.151 -0.177*
(0.090) (0.099) (0.099) (0.100) (0.100)
Ln(GDP p.C.) gonor 0.188***  -0.149%**  _0.152%**  _0.162***  -0.161%**
(0.052) (0.051) (0.051) (0.051) (0.050)
Fuel exports (% of 0.002** 0.009%** 0.008*** 0.006*** -0.003
mer chandise exports) (0.001) (0.001) (0.003) (0.001) (0.004)
Regulatory quality 0.504*** 0.522%**
(0.091) (0.122)
Fuel exports x -0.001
Regulatory quality (0.004)
Corruption control 0.387*** 0.477%**
(0.104) (0.110)
Fuel exports x -0.014**
Corruption control (0.006)
Disaster dummies Yes Yes Yes Yes Yes
P 0.717%** 0.793%x*x* 0.788%** 0.773%*x* 0.776%**
(0.120) (0.123) (0.123) (0.121) (0.119)
Constant 1.308 1.731** 1.813* 2.197%** 2.077**
(0.800) (0.843) (0.943) (0.909) (0.896)
Loglikelihood -7258.304  -6054.057  -6053.534  -6056.025  6032.289
N 3158 2632 2632 2632 2632

Notes: Probit estimates. Coefficients reported; robushdard errors in parentheses. Dependent variabl&ateral,
a dummy that switches to 1 if the aid flow wastgital. ***, **, * indicate significance at the 1, &hd 10%-level,
respectively.



Table 6: Aid & Bilateral OIL- 1' stage

Pr(aid =1|2) (1) (2) (3) (4) (5)
Ln(Fatalities) 0.158%** 0.154*** 0.155%** 0.153%** 0.149%**
(0.008) (0.009) (0.009) (0.009) (0.009)
Ln(Affected) 0.064*** 0.056%** 0.058%** 0.059%** 0.055%**
(0.003) (0.004) (0.004) (0.004) (0.004)
Ln(GDP p.c.) -0.094*** -0.141%** -0.130%** -0.084%** -0.094%**
(0.017) (0.023) (0.025) (0.024) (0.024)
Ln(Population) -0.304%** -0.283*** -0.284%** -0.287%** -0.289%**
(0.013) (0.015) (0.015) (0.015) (0.015)
Trade (% of GDP) -0.004*** -0.003*** -0.003*** -0.003*** -0.004%**
(0.001) (0.001) (0.001) (0.001) (0.001)
Distance -0.070%** -0.072%** -0.073%** -0.072%** -0.072%**
(0.004) (0.004) (0.004) (0.004) (0.004)
Affinity index -0.627*** -0.601*** -0.601*** -0.599%** -0.588%**
(0.093) (0.102) (0.102) (0.102) (0.102)
Common religion 0.115%** 0.081** 0.081** 0.079* 0.074*
(0.036) (0.041) (0.041) (0.041) (0.041)
Common language 0.278%** 0.252%** 0.249%** 0.264*** 0.264***
(0.049) (0.059) (0.060) (0.059) (0.060)
Former colony -0.009 -0.023 -0.023 -0.020 -0.012
(0.051) (0.053) (0.053) (0.053) (0.054)
Ln(GDP p.C.) gonor 0.607*** 0.602%** 0.602%** 0.601%** 0.602%**
(0.016) (0.017) (0.017) (0.017) (0.017)
Pop. (iNmMio.) 4o 0.001%** 0.001*** 0.001%** 0.001*** 0.001%**
(0.000) (0.000) (0.000) (0.000) (0.000)
Fuel exports (% of 0.002*** 0.004*** 0.006*** 0.003*%** 0.012%**
mer chandise exports) (0.001) (0.001) (0.002) (0.001) (0.002)
Regulatory quality 0.072 0.044
(0.049) (0.051)
Fuel exports x 0.002
Regulatory quality (0.002)
Corruption control _0.134*** _0.213***
(0.041) (0.045)
Fuel exports x 0.012%**
Corruption control (0.002)
Disaster dummies Yes Yes Yes Yes Yes
Constant -1.694%** -1.589%** -1.688%** -2.042%** -1.910%**
(0.350) (0.390) (0.398) (0.400) (0.407)
N 26811 22246 22246 22246 22246

Notes: Probit estimates. Coefficients reported; robushadard errors in parentheses. Dependent variabld,ia
dummy that switches to 1 if the donor has madendgribwition. ***, ** * indicate significance at th&, 5 and 10%-
level, respectively.



Table 7: Aid & bilateral TRADE —'¥ stage

Pr(bilateral = 1| X) (1) (2) (3) (4) (5)
Ln(Fatalities) 0.017 0.014 0.014 0.013 0.018
(0.014) (0.015) (0.015) (0.015) (0.015)
Ln(Affected) 0.035%** 0.028*** 0.028*** 0.025%** 0.022%**
(0.004) (0.005) (0.005) (0.006) (0.006)
Ln(GDP p.c.) -0.147%** -0.133%** -0.148%** -0.149%**  _0,154%***
(0.040) (0.044) (0.045) (0.048) (0.049)
Ln(Population) -0.254%** -0.244%** -0.257*** -0.240%**  _0.253***
(0.029) (0.031) (0.031) (0.031) (0.032)
Trade (% of GDP) -0.002** -0.002* -0.002** -0.002** -0.002*
(0.001) (0.001) (0.001) (0.001) (0.001)
Distance -0.055%** -0.064%** -0.062%** -0.063***  _0,062***
(0.008) (0.009) (0.009) (0.010) (0.010)
Affinity index 0.469* 0.387 0.356 0.388 0.360
(0.271) (0.296) (0.298) (0.298) (0.298)
Common religion -0.007 0.003 -0.001 0.001 0.008
(0.064) (0.075) (0.076) (0.075) (0.076)
Common language 0.165** 0.049 0.036 0.066 0.015
(0.079) (0.105) (0.104) (0.104) (0.105)
Former colony -0.222%*x* -0.257%** -0.271%** -0.258%**  _0.236**
(0.084) (0.093) (0.092) (0.093) (0.094)
Ln(GDP p.C.) gonor -0.159%**  -0.150***  -0.160***  -0.156%**  -0.173%**
(0.048) (0.048) (0.048) (0.048) (0.051)
Trade with donor 0.124*** 0.119*** 0.142%** 0.120***  0.188***
(0.014) (0.015) (0.017) (0.015) (0.023)
Regulatory quality 0.027 -0.184*
(0.069) (0.106)
Trade with donor x 0.055***
Regulatory quality (0.021)
Corruption control 0.102 -0.398**
(0.088) (0.158)
Trade with donor x 0.117***
Corruption control (0.028)
Disaster dummies Yes Yes Yes Yes Yes
% 0.973*** 0.970%** 0.950%** 0.964%** 0.918%**
(0.130) (0.132) (0.132) (0.135) (0.140)
Constant 3.840*** 3.735%** 4.071%** 3.957*** 4.052%**
(0.750) (0.803) (0.811) (0.843) (0.852)
Log likelihood -7546.738  -6398.397  -6394.050  -6386.357  -6356.830
N 3284 2757 2757 2757 2757

Notes: Probit estimates. Coefficients reported; robushdard errors in parentheses. Dependent variabi&ateral,
a dummy that switches to 1 if the aid flow wastgital. ***, **, * indicate significance at the 1, &hd 10%-level,
respectively.



Table 8: Aid & Bilateral TRADE —*istage

Pr(aid =1|2) (1) (2) (3) (4) (5)
Ln(Fatalities) 0.135%** 0.128%** 0.128%** 0.128%** 0.136%**
(0.008) (0.008) (0.008) (0.008) (0.008)
Ln(Affected) 0.062%** 0.055%** 0.055%** 0.060%** 0.057***
(0.003) (0.004) (0.004) (0.004) (0.004)
Ln(GDP p.c.) -0.197%** -0.205%** -0.205%** -0.149%**%  _0.161%**
(0.017) (0.021) (0.021) (0.022) (0.022)
Ln(Population) -0.399%** -0.372%** -0.372%** -0.374%**%  _0.384%**
(0.015) (0.016) (0.016) (0.016) (0.016)
Trade (% of GDP) -0.005%** -0.004*** -0.004%** -0.004%**  .0.004%**
(0.001) (0.001) (0.001) (0.001) (0.001)
Distance -0.050%** -0.053*** -0.052%** -0.052%**%  _0,053%**
(0.004) (0.004) (0.004) (0.004) (0.004)
Affinity index -0.661%** -0.647*** -0.649%** -0.645%**%  _0,698%**
(0.092) (0.101) (0.101) (0.101) (0.102)
Common religion 0.130%** 0.100%** 0.100%** 0.103%** 0.112%**
(0.034) (0.038) (0.039) (0.039) (0.039)
Common language 0.216%** 0.212%** 0.211%** 0.216*** 0.190%***
(0.048) (0.057) (0.057) (0.056) (0.057)
Former colony -0.227%** -0.226%** -0.225%** -0.226%**%  -0.208%**
(0.051) (0.054) (0.054) (0.054) (0.054)
LN(GDP p.C.) gonor 0.514%** 0.516%** 0.516%** 0.516%**  0.515%**
(0.017) (0.018) (0.018) (0.018) (0.018)
Pop. (in Mi0.) o 0.001*** 0.001*** 0.001*** 0.001***  0.001***
(0.000) (0.000) (0.000) (0.000) (0.000)
Trade with donor 0.136%** 0.126%** 0.127%** 0.127%** 0.176%**
(0.008) (0.009) (0.010) (0.009) (0.011)
Regulatory quality 0.018 0.001
(0.035) (0.049)
Trade with donor x 0.005
Regulatory quality (0.010)
Corruption control -0.191*** _0.515***
(0.036) (0.052)
Trade with donor x 0.085***
Corruption control (0.010)
Disaster dummies Yes Yes Yes Yes Yes
Constant 1.209%** 0.937** 0.935%* 0.397 0.445
(0.376) (0.422) (0.422) (0.418) (0.421)
N 26585 22259 22259 22259 22259

Notes: Probit estimates. Coefficients reported; robustha@ard errors in parentheses. Dependent variabld,ia
dummy that switches to 1 if the donor has madendgribwition. ***, ** * indicate significance at th&, 5 and 10%-
level, respectively.



Table 9: Aid & bilateral OIL -CASH - 2 stage

Pr(cash =1|V) (1) (2) (3) (4) (5)
Ln(Fatalities) -0.060** -0.042 -0.055* -0.044 -0.043*
(0.023) (0.027) (0.028) (0.027) (0.026)
Ln(Affected) 0.014 0.008 0.001 -0.001 0.001
(0.009) (0.010) (0.011) (0.010) (0.010)
Ln(GDP p.c.) -0.094* -0.152** -0.220%*** -0.189%** -0.184**
(0.053) (0.064) (0.079) (0.072) (0.072)
Ln(Population) 0.045 0.028 0.027 0.030 0.031
(0.041) (0.046) (0.046) (0.045) (0.046)
Trade (% of GDP) 0.003** 0.002 0.002 0.003 0.003*
(0.001) (0.002) (0.002) (0.002) (0.002)
Distance 0.011 -0.017 -0.014 -0.017 -0.016
(0.013) (0.015) (0.015) (0.015) (0.015)
Affinity index -0.129 -0.215 -0.243 -0.191 -0.183
(0.302) (0.337) (0.337) (0.334) (0.333)
Common religion 0.199** 0.175 0.170 0.149 0.147
(0.092) (0.109) (0.109) (0.108) (0.108)
Common language -0.153 -0.289* -0.277 -0.272 -0.276
(0.120) (0.168) (0.169) (0.169) (0.170)
Former colony -0.369*** -0.553*** -0.557*** -0.551*** -0.567***
(0.129) (0.166) (0.166) (0.168) (0.164)
Ln(GDP p.C.) donor -0.187***  -0.154%* -0.164** -0.159** -0.159**
(0.060) (0.068) (0.066) (0.066) (0.066)
Fuel exports (% of -0.001 0.002 -0.004 0.001 -0.003
merchandise exports) (0.002) (0.002) (0.004) (0.002) (0.005)
Regulatory quality 0.228* 0.390**
(0.119) (0.157)
Fuel exports x -0.008
Regulatory quality (0.005)
Corruption control 0.302** 0.341%*
(0.140) (0.146)
Fuel exports x -0.006
Corruption control (0.007)
Disaster dummies Yes Yes Yes Yes Yes
P -0.102 -0.044 -0.057 -0.052 -0.052
(0.141) (0.158) (0.154) (0.153) (0.153)
Constant -0.170 0.448 1.257 0.994 0.901
(0.955) (1.028) (1.171) (1.106) (1.098)
Log likelihood -6631.837 -5529.674 -5527.802 -5526.460 -5511.599
N 3158 2632 2632 2632 2632

Notes: Probit estimates. Coefficients reported; robumt@ard errors in parentheses. Dependent variabbesls a
dummy that switches to 1 if the bilateral aid cidmition was cash. ***, ** * indicate significancat the 1, 5 and

10%-level, respectively.



Table 10: Aid & bilateral TRADE -CASH —"2stage

Pr(cash = 1|V) (1) (2) (3) (4) (5)
Ln(Fatalities) -0.035 -0.032 -0.033 -0.033 -0.039
(0.026) (0.027) (0.028) (0.027) (0.029)
Ln(Affected) 0.019** 0.008 0.007 0.003 -0.002
(0.010) (0.010) (0.010) (0.011) (0.011)
Ln(GDP p.c) -0.171%** -0.149** -0.152** -0.189*** -0.170**
(0.060) (0.068) (0.069) (0.073) (0.074)
Ln(Population) -0.082 -0.051 -0.051 -0.048 -0.030
(0.066) (0.069) (0.071) (0.070) (0.075)
Trade (% of GDP) 0.002 0.002 0.002 0.002 0.002
(0.001) (0.002) (0.002) (0.002) (0.002)
Distance 0.018 -0.008 -0.005 -0.007 -0.001
(0.012) (0.014) (0.014) (0.014) (0.015)
Affinity index -0.304 -0.307 -0.324 -0.325 -0.321
(0.294) (0.322) (0.323) (0.322) (0.320)
Common religion 0.249*** 0.206** 0.203** 0.201%** 0.201**
(0.086) (0.101) (0.101) (0.101) (0.101)
Common language -0.134 -0.239 -0.253* -0.224 -0.282*
(0.116) (0.154) (0.152) (0.154) (0.150)
Former colony -0.431%*** -0.543*** -0.549*** -0.544*** -0.516%**
(0.125) (0.153) (0.153) (0.154) (0.156)
Ln(GDP p.C.) goner -0.173** -0.173** -0.182%* -0.177** -0.216%**
(0.070) (0.071) (0.073) (0.071) (0.071)
Trade with donor 0.078%** 0.049 0.057* 0.049 0.091**
(0.029) (0.031) (0.032) (0.031) (0.041)
Regulatory quality 0.009 -0.100
(0.097) (0.147)
Trade with donor x 0.027
Regulatory quality (0.029)
Corruption control 0.170 -0.266
(0.132) (0.227)
Trade with donor x 0.094**
Corruption control (0.038)
Disaster dummies Yes Yes Yes Yes Yes
P 0.052 -0.004 -0.026 -0.009 -0.134
(0.197) (0.198) (0.206) (0.199) (0.210)
Constant 1.650* 1.522 1.623 1.978* 1.920*
(0.980) (1.053) (1.058) (1.106) (1.100)
Log likelihood -6908.274 -5846.983 -5846.317 -5784.745 -5784.063
N 3284 2757 2757 2757 2757

Notes: Probit estimates. Coefficients reported; robusthdard errors in parentheses. Dependent variabbesls a
dummy that switches to 1 if the bilateral aid cimition was cash. ***, ** * indicate significancat the 1, 5 and

10%-level, respectively.



Table 11: Aid & bilateral OIL —%' stage - Robustness Test OECD vs. NON-OECD

Pr(bilateral =1| X) (1) 2 (3) 4
OECLC
Ln(Fatalities) -0.060%**  -0.057** -0.066*** -0.062%+*
(0.006) (0.019) (0.017) (0.017)
Lin(Affected) 0.006 0.008 -0.012 -0.008
(0.007) (0.008) (0.008) (0.008)
Ln(GDP p.c.) -0.067 -0.053 -0.128* -0.113
(0.064) (0.078) (0.069) (0.070)
Fuel exports (% of 0.009** 0.011%* 0.007** -0.004
mer chandi se exports) (0.002) (0.004) (0.002) (0.005)
Regulatory quality 0.540%** 0.504%+*
(0.119) (0.157)
Fuel exports x 0.002
Regulatory quality (0.005)
Corruption control 0.550%** 0.652%+*
(0.134) (0.140)
Fuel exports x -0.017*
Corruption control (0.004)
NON-OECLC
Ln(Fatalities) -0.088** -0.100** -0.107** -0.102**
(0.046) (0.051) (0.046) (0.044)
Ln(Affected) 0.033* 0.022 -0.002 0.001
(0.017) (0.024) (0.018) (0.019)
Ln(GDP p.c.) -0.064 -0.157 -0.337 -0.290
(0.161) (0.089) (0.208) (0.197)
Fuel exports (% -0.000 -0.007 -0.003 -0.026**
of merchandise exports) (0.004) (0.010) (0.003) (0.011)
Regulatory quality 0.631* 0.886*
(0.305) (0.512)
Fuel exports x -0.009
Regulatory quality (0.014)
Corruption control 0.901* 1.424%+
(0.372) (0.396)
Fuel exports x -0.035**
Corruption control (0.017)

Notes: Probit estimates. Coefficients reported; robustdard errors in parentheses. Dependent
variable is bilateral, a dummy that switches tbthé aid flow was bilateral. ***, ** * indicate
significance at the 1, 5 and 10%-level, respedtivel



Table 12: Aid & bilateral TRADE —"% stage - Robustness Test OECD vs. NON-OECD

Pr(bilateral =1| X) (1) 2 (3) 4
OECLC
Ln(Fatalities) -0.072%*  -0.070** -0.074%** -0.070%**
(0.016) (0.016) (0.016) (0.017)
Lin(Affected) 0.006 0.007 0.001 -0.000
(0.006) (0.006) (0.007) (0.007)
Ln(GDP p.c.) -0.058 -0.070 -0.111* -0.108*
(0.061) (0.061) (0.065) (0.065)
Trade with donor 0.106*** 0.135%*+ 0.107** 0.153*
(0.021) (0.024) (0.022) (0.030)
Regulatory quality -0.057 -0.332*
(0.086) (0.134)
Trade with donor x 0.069**
Regulatory quality (0.028)
Corruption control 0.234* -0.148
(0.117) (0.216)
Trade with donor x 0.081*
Corruption control (0.038)
NON-OECLC
Ln(Fatalities) -0.077** -0.074* -0.088** -0.080*
(0.041) (0.041) (0.046) (0.044)
Ln(Affected) 0.022 0.025 -0.013 -0.022
(0.015) (0.016) (0.016) (0.016)
Ln(GDP p.c.) -0.057 -0.062 -0.354* -0.335*
(0.140) (0.145) (0.190) (0.192)
Trade with donor -0.022 0.027 -0.030 -0.113
(0.036) (0.051) (0.035) (0.075)
Regulatory quality 0.432* 0.205
(0.194) (0.278)
Trade with donor x 0.082
Regulatory quality (0.066)
Corruption contral 1.053%* 0.294
(0.355) (0.464)
Trade with donor x 0.196*
Corruption control (0.088)

Notes: Probit estimates. Coefficients reported; robustdard errors in parentheses. Dependent
variable is bilateral, a dummy that switches tbthé aid flow was bilateral. ***, ** * indicate
significance at the 1, 5 and 10%-level, respedtivel



Table 13: Aid & bilateral OIL - CASH- RobustnesssT®ECD vs. NON-OECD

Pr(cash=1|V) 1) @) ©) (4)
OECLC
Ln(Fatalities) -0.079%*  -0.091** -0.079%** -0.079***
(0.019) (0.020) (0.019) (0.019)
Lin(Affected) 0.017* 0.009 0.009 0.012
(0.008) (0.009) (0.009) (0.009)
Ln(GDP p.c.) -0.170%** -0.244%%* -0.181%** -0.172%*
(0.063) (0.077) (0.067) (0.068)
Fuel exports (% of 0.003 -0.004 0.001 -0.008*
mer chandi se exports) (0.002) (0.004) (0.002) (0.005)
Regulatory quality 0.299%** 0.475%+*
(0.112) (0.145)
Fuel exports x -0.010*
Regulatory quality (0.005)
Corruption control 0.264** 0.347***
(0.124) (0.128)
Fuel exports x -0.014**
Corruption control (0.007)
NON-OECLC
Ln(Fatalities) -0.006 -0.023 -0.008 -0.005
(0.048) (0.051) (0.049) (0.051)
Ln(Affected) -0.000 -0.017 -0.013 -0.019
(0.017) (0.026) (0.023) (0.024)
Ln(GDP p.c.) 0.161 0.012 -0.020 -0.008
(0.152) (0.208) (0.199) (0.196)
Fuel exports (% -0.010* -0.019* -0.007 0.005
of merchandise exports) (0.005) (0.011) (0.005) (0.025)
Regulatory quality -0.125 0.173
(0.305) (0.408)
Fuel exports x -0.013
Regulatory quality (0.013)
Corruption control 0.480 0.360
(0.426) (0.437)
Fuel exports x 0.021
Corruption control (0.017)

Notes: Probit estimates. Coefficients reported; robustdard errors in parentheses. Dependent
variable is cash, a dummy that switches to 1 ifititegteral aid contribution was cash.
*x xx % indicate significance at the 1, 5 and ¥@level, respectively.



Table 14: Aid & bilateral TRADE-CASH - Robustnebsst OECD vs. NON-OECD

Pr(cash=1|V) 1) @) ©) (4)
OECLC
Ln(Fatalities) -0.065**  -0.064*** -0.064%** -0.060***
(0.018) (0.018) (0.018) (0.018)
Lin(Affected) 0.016** 0.017* 0.013 0.013*
(0.008) (0.008) (0.008) (0.008)
Ln(GDP p.c.) -0.167%** -0.170%** -0.187%** -0.180%**
(0.062) (0.062) (0.066) (0.066)
Trade with donor 0.063*** 0.068*** 0.064*+ 0.105%+
(0.023) (0.024) (0.023) (0.027)
Regulatory quality 0.082 0.009
(0.098) (0.172)
Trade with donor x 0.015
Regulatory quality (0.030)
Corruption control 0.143 -0.285
(0.115) (0.215)
Trade with donor x 0.077*
Corruption control (0.032)
NON-OECLC
Ln(Fatalities) 0.010 0.019 0.000 0.022
(0.042) (0.043) (0.044) (0.048)
Ln(Affected) -0.021 -0.019 -0.033 -0.047**
(0.019) (0.020) (0.022) (0.024)
Ln(GDP p.c.) 0.129 0.081 -0.052 -0.065
(0.145) (0.150) (0.181) (0.180)
Trade with donor -0.050 0.010 -0.090 -0.080
(0.043) (0.056) (0.065) (0.064)
Regulatory quality -0.210 -0.554**
(0.231) (0.270)
Trade with donor x 0.130*
Regulatory quality (0.073)
Corruption contral 0.457 -0.161
(0.372) (0.504)
Trade with donor x 0.196*
Corruption control (0.092)

Notes: Probit estimates. Coefficients reported; robustdard errors in parentheses. Dependent
variable is cash, a dummy that switches to ldftitthateral aid contribution was cash.
*x xx % indicate significance at the 1, 5 and ¥@level, respectively.



Table 15. Variable Definition and Source

Variable Description Source
Fatalitie: Total number killed by a natural disas EM-DAT, CRED (2008
Affectec Total number affecte by a natural disastt EM-DAT, CRED (2008

Disaster dummies

Emergency ai

GDF
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Distance

Trade
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control

Regulatory
quality

Governanc

Democracy
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Former colony
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Real GDP per capita (US Dollars in 2000 pric
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capitals
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or Regulatory quality in Table

Proxy for the political system in a coun
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on chief executiviregulation and competitivens

of participation.
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FTS, OCHA (200¢

Penn World Table Version ¢

World Bank,
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World Bank,
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World Development Indicatc

Kaufmann et al(2008

Kaufmann et al(2008

Kaufmann et al(2008

Marshall & Jagger
(2005
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between -1 (donor and recipient never voted the
same and 1 donor and recipient always voted the

same.

Dummy variable
1 = recipient was once donor's col

Correlates of Wa
2 Project (200¢



University of Innsbruck — Working Papers in Economics and Statistics
Recent papers

2009-16 Paul A. Raschky and Manijeh Schwindt: On the Channel and Type of
International Disaster Aid

2009-15 Jianying Qiu: Loss aversion and mental accounting: The favorite-longshot
bias in parimutuel betting

2009-14 Siegfried Berninghaus, Werner Giith, M. Vittoria Levati and Jianying Qiu:
Satisficing in sales competition: experimental evidence

2009-13 Tobias Bruenner, Rene Levinsky and Jianying Qiu: Skewness preferences
and asset selection: An experimental study

2009-12 Jianying Qiu and Prashanth Mahagaonkar: Testing the Modigliani-Miller
theorem directly in the lab: a general equilibrium approach

2009-11 Jianying Qiu and Eva-Maria Steiger: Understanding Risk Attitudes in two
Dimensions: An Experimental Analysis

2009-10 Erwann Michel-Kerjan, Paul A. Raschky and Howard C. Kunreuther:
Corporate Demand for Insurance: An Empirical Analysis of the U.S. Market for
Catastrophe and Non-Catastrophe Risks

2009-09 Fredrik Carlsson, Peter Martinsson, Ping Qin and Matthias Sutter:
Household decision making and the influence of spouses’ income, education,
and communist party membership: A field experiment in rural China

2009-08 Matthias Sutter, Peter Lindner and Daniela Platsch: Social norms, third-
party observation and third-party reward

2009-07 Michael Pfaffermayr: Spatial Convergence of Regions Revisited: A Spatial
Maximum Likelihood Systems Approach

2009-06 Reimund Schwarze and Gert G. Wagner: Natural Hazards Insurance in
Europe — Tailored Responses to Climate Change Needed

2009-05 Robert Jiro Netzer and Matthias Sutter: Intercultural trust. An experiment in
Austria and Japan

2009-04 Andrea M. Leiter, Arno Parolini and Hannes Winner: Environmental
Regulation and Investment: Evidence from European Industries

2009-03 Uwe Dulleck, Rudolf Kerschbamer and Matthias Sutter: The Economics of
Credence Goods: On the Role of Liability, Verifiability, Reputation and
Competition

2009-02 Harald Oberhofer and Michael Pfaffermayr: Fractional Response Models -
A Replication Exercise of Papke and Wooldridge (1996)

2009-01 Loukas Balafoutas: How do third parties matter? Theory and evidence in a
dynamic psychological game.

2008-27 Matthias Sutter, Ronald Bosman, Martin Kocher and Frans van Winden:
Gender pairing and bargaining — Beware the same sex! Revised version
forthcoming in Experimental Economics.

2008-26 Jesus Crespo Cuaresma, Gernot Doppelhofer and Martin Feldkircher:
The Determinants of Economic Growth in European Regions.

2008-25 Maria Fernanda Rivas and Matthias Sutter: The dos and don’ts of
leadership in sequential public goods experiments.

2008-24 Jesus Crespo Cuaresma, Harald Oberhofer and Paul Raschky: Oil and the
duration of dictatorships.

2008-23 Matthias Sutter: Individual behavior and group membership: Comment.
Revised Version forthcoming in American Economic Review.

2008-22 Francesco Feri, Bernd Irlenbusch and Matthias Sutter: Efficiency Gains
from Team-Based Coordination — Large-Scale Experimental Evidence.

2008-21 Francesco Feri, Miguel A. Meléndez-Jiménez, Giovanni Ponti and

Fernando Vega Redondo: Error Cascades in Observational Learning: An
Experiment on the Chinos Game.



2008-20

2008-19

2008-18

2008-17

2008-16

2008-15

2008-14

2008-13

2008-12

2008-11

2008-10

2008-09

2008-08

2008-07

2008-06

2008-05

2008-04

2008-03

2008-02

2008-01

Matthias Sutter, Jurgen Huber and Michael Kirchler: Bubbles and
information: An experiment.

Michael Kirchler: Curse of Mediocrity - On the Value of Asymmetric
Fundamental Information in Asset Markets.

Jurgen Huber and Michael Kirchler: Corporate Campaign Contributions as a
Predictor for Abnormal Stock Returns after Presidential Elections.

Wolfgang Brunauer, Stefan Lang, Peter Wechselberger and Sven

Bienert: Additive Hedonic Regression Models with Spatial Scaling Factors: An
Application for Rents in Vienna.

Harald Oberhofer, Tassilo Philippovich: Distance Matters! Evidence from
Professional Team Sports.

Maria Fernanda Rivas and Matthias Sutter: Wage dispersion and workers’
effort.

Stefan Borsky and Paul A. Raschky: Estimating the Option Value of
Exercising Risk-taking Behavior with the Hedonic Market Approach. Revised
version forthcoming in Kyklos.

Sergio Currarini and Francesco Feri: Information Sharing Networks in
Oligopoly.

Andrea M. Leiter: Age effects in monetary valuation of mortality risks - The
relevance of individual risk exposure.

Andrea M. Leiter and Gerald J. Pruckner: Dying in an Avalanche: Current
Risks and their Valuation.

Harald Oberhofer and Michael Pfaffermayr: Firm Growth in Multinational
Corporate Groups.

Michael Pfaffermayr, Matthias Stéckl and Hannes Winner: Capital
Structure, Corporate Taxation and Firm Age.

Jesus Crespo Cuaresma and Andreas Breitenfellner: Crude Oil Prices and
the Euro-Dollar Exchange Rate: A Forecasting Exercise.

Matthias Sutter, Stefan Haigner and Martin Kocher: Choosing the carrot or
the stick? — Endogenous institutional choice in social dilemma situations.

Paul A. Raschky and Manijeh Schwindt: Aid, Catastrophes and the
Samaritan's Dilemma.

Marcela Ibanez, Simon Czermak and Matthias Sutter: Searching for a
better deal — On the influence of group decision making, time pressure and
gender in a search experiment. Revised version published in Journal of
Economic Psychology, Vol. 30 (2009): 1-10.

Martin G. Kocher, Ganna Pogrebna and Matthias Sutter: The Determinants
of Managerial Decisions Under Risk.

Jesus Crespo Cuaresma and Tomas Slacik: On the determinants of
currency crises: The role of model uncertainty. Revised version accepted for
publication in Journal of Macroeconomics)

Francesco Feri: Information, Social Mobility and the Demand for
Redistribution.

Gerlinde Fellner and Matthias Sutter: Causes, consequences, and cures of
myopic loss aversion - An experimental investigation. Revised version
published in The Economic Journal, Vol. 119 (2009), 900-916.

2007-31

2007-30

2007-29

Andreas Exenberger and Simon Hartmann: The Dark Side of Globalization.
The Vicious Cycle of Exploitation from World Market Integration: Lesson from
the Congo.

Andrea M. Leiter and Gerald J. Pruckner: Proportionality of willingness to
pay to small changes in risk - The impact of attitudinal factors in scope tests.
Revised version forthcoming in Environmental and Resource Economics.

Paul Raschky and Hannelore Weck-Hannemann: Who is going to save us
now? Bureaucrats, Politicians and Risky Tasks.




2007-28

2007-27

2007-26

2007-25

2007-24

2007-23

2007-22

2007-21

2007-20

2007-19

2007-18

2007-17

2007-16

2007-15

2007-14

2007-13

2007-12

2007-11

2007-10

2007-09

2007-08

Harald Oberhofer and Michael Pfaffermayr: FDI versus Exports. Substitutes
or Complements? A Three Nation Model and Empirical Evidence.

Peter Wechselberger, Stefan Lang and Winfried J. Steiner: Additive
models with random scaling factors: applications to modeling price response
functions.

Matthias Sutter: Deception through telling the truth?! Experimental evidence
from individuals and teams. Revised version published in The Economic
Journal, Vol. 119 (2009), 47-60.

Andrea M. Leiter, Harald Oberhofer and Paul A. Raschky: Productive
disasters? Evidence from European firm level data. Revised version
forthcoming in Environmental and Resource Economics.

Jesus Crespo Cuaresma: Forecasting euro exchange rates: How much does
model averaging help?

Matthias Sutter, Martin Kocher and Sabine Strauf}: Individuals and teams
in UMTS-license auctions. Revised version with new title "Individuals and
teams in auctions" published in Oxford Economic Papers, Vol. 61 (2009): 380-
394).

Jesus Crespo Cuaresma, Adusei Jumah and Sohbet Karbuz: Modelling
and Forecasting Oil Prices: The Role of Asymmetric Cycles. Revised version
accepted for publication in The Energy Journal.

Uwe Dulleck and Rudolf Kerschbamer: Experts vs. discounters: Consumer
free riding and experts withholding advice in markets for credence goods.
Revised version published in International Journal of Industrial Organization,
Vol. 27, Issue 1 (2009): 15-23.

Christiane Schwieren and Matthias Sutter: Trust in cooperation or ability?
An experimental study on gender differences. Revised version published in
Economics Letters, Vol. 99 (2008): 494-497.

Matthias Sutter and Christina Strassmair: Communication, cooperation and
collusion in team tournaments — An experimental study. Revised version
published in: Games and Economic Behavior, Vol.66 (2009), 506-525.
Michael Hanke, Jurgen Huber, Michael Kirchler and Matthias Sutter: The
economic consequences of a Tobin-tax — An experimental analysis.

Michael Pfaffermayr: Conditional beta- and sigma-convergence in space: A
maximum likelihood approach. Revised version forthcoming in Regional
Science and Urban Economics.

Anita Gantner: Bargaining, search, and outside options. Published in: Games
and Economic Behavior, Vol. 62 (2008), pp. 417-435.

Sergio Currarini and Francesco Feri: Bilateral information sharing in
oligopoly.

Francesco Feri: Network formation with endogenous decay.

James B. Davies, Martin Kocher and Matthias Sutter: Economics research
in Canada: A long-run assessment of journal publications. Revised version
published in: Canadian Journal of Economics, Vol. 41 (2008), 22-45.
Wolfgang Luhan, Martin Kocher and Matthias Sutter: Group polarization in
the team dictator game reconsidered. Revised version published in:
Experimental Economics, Vol. 12 (2009), 26-41.

Onno Hoffmeister and Reimund Schwarze: The winding road to industrial
safety. Evidence on the effects of environmental liability on accident
prevention in Germany.

Jesus Crespo Cuaresma and Tomas Slacik: An “almost-too-late” warning
mechanism for currency crises. (Revised version accepted for publication in
Economics of Transition)

Jesus Crespo Cuaresma, Neil Foster and Johann Scharler: Barriers to
technology adoption, international R&D spillovers and growth.

Andreas Brezger and Stefan Lang: Simultaneous probability statements for
Bayesian P-splines.




2007-07

2007-06

2007-05

2007-04

2007-03

2007-02

2007-01

Georg Meran and Reimund Schwarze: Can minimum prices assure the
guality of professional services?.

Michal Brzoza-Brzezina and Jesus Crespo Cuaresma: Mr. Wicksell and the
global economy: What drives real interest rates?.

Paul Raschky: Estimating the effects of risk transfer mechanisms against
floods in Europe and U.S.A.: A dynamic panel approach.

Paul Raschky and Hannelore Weck-Hannemann: Charity hazard - A real
hazard to natural disaster insurance. Revised version forthcoming in:
Environmental Hazards.

Paul Raschky: The overprotective parent - Bureaucratic agencies and natural
hazard management.

Martin Kocher, Todd Cherry, Stephan Kroll, Robert J. Netzer and
Matthias Sutter: Conditional cooperation on three continents. Revised version
published in: Economics Letters, Vol. 101 (2008): 175-178.

Martin Kocher, Matthias Sutter and Florian Wakolbinger: The impact of
naive advice and observational learning in beauty-contest games.




University of Innsbruck

Working Papers in Economics and Statistics

2009-16
Paul A. Raschky and Manijeh Schwindt

On the Channel and Type of International Disaster Aid

Abstract

Research suggests that a donor country’s decision to provide post-disaster
assistance is not only driven by the severity of a disaster and the resulting
humanitarian needs in the recipient country but also by strategic considerations. We
argue that the identification of the determinants of the size of disaster assistance is a
first step in the analysis of the donor’s behavior. Since all aid is not motivated by the
same reasons, the evaluation of the donor country’s behavior requires a second step
accounting for the type and the channel of aid provided. Using data on international
disaster assistance between 2000 and 2007 one can examine both the donor
countries' decision on the channel (bilateral vs. multilateral) and the type of disaster
relief (cash vs. in-kind). The empirical results suggest that international disaster relief
is not as much driven by the needs of the recipient country but also by strategic
interests (e.g. oil, trade relationships) of the donor country. Bilateral and cash
transfers are used as a vehicle to signal strategic interests, while multilateral and in-
kind transfers are chosen to control for misuse in badly governed recipient countries.
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