
Does Foreign Aid Target the Poorest?
Ryan C. Briggs

Abstract To examine the extent to which foreign aid reaches people at different
levels of wealth in Africa, I use household surveys to measure the subnational distribu-
tion of a country’s population by wealth quintiles and match this information to data on
the location of aid projects from two multilateral donors. Within countries, aid dispro-
portionately flows to regions with more of the richest people. Aid does not favor
regions with more of the poorest people. These findings violate the stated preferences
of the multilateral donors under study, suggesting that the donors either cannot or are
not willing to exercise control over the location of aid projects within countries. The
results also suggest that aid is not being allocated effectively to alleviate extreme
poverty.

We may not build every road in these countries, but we’re going to build the roads
that are going to increase the incomes of the poorest. –Dr. Jim Yong Kim,
President of the World Bank1

Foreign aid is a process by which poor people in rich countries help rich people in
poor countries. –Peter Bauer2

The World Bank’s (WB) mission is literally carved in stone at its Washington head-
quarters: “Our dream is a world free of poverty.” Foreign aid, in various forms, has
been a part of this mission since the founding of the Bank. The link between aid and
poverty alleviation was reiterated in the late 1990s when a major Bank report plainly
stated that “the main aim of aid is to reduce poverty.”3 Since 2000, this focus has been
sharpened by the first Millennium Development Goal of halving the global rate of
extreme poverty and the proportion of people who suffer from hunger. In April
2013, with an eye toward a new set of development goals, the WB committed
itself to ending extreme poverty and promoting shared prosperity, defined in terms
of income growth in the poorest 40 percent of people in each country.4 Poverty reduc-
tion is equally a founding and enduring goal of the African Development Bank
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(ADB), whose mission is to “promote sustainable economic growth and reduce
poverty in Africa.”5

Multilateral donors like the WB and ADB are known to be able to direct a great
deal of their resources to the world’s poorest countries, resisting the political pres-
sures that skew bilateral aid away from the poorest countries and toward, for
example, former colonies.6 While multilateral donors are able to target aid to
poorer countries, we have much less of an understanding about the distribution of
their aid within countries. This research note directly answers this question by exam-
ining how aid targets people at various levels of wealth within a diverse sample of
African countries. An analysis of subnational aid targeting across many countries
helps us understand the extent to which multilateral donors are able to exercise
control over aid allocations inside recipient countries to realize their stated prefer-
ences for a pro-poor allocation of aid. The question of whether aid targets poverty
within countries is practically quite important as well because project aid will allevi-
ate poverty more effectively when it is allocated to places where poor people live.
The question of how aid targets subnational wealth is answered using a two-year

sample of geolocated project aid commitments from two multilateral donors to seven-
teen African countries containing a total of 195 regions. By analyzing project aid
commitments from multilateral donors, I test for the presence of donor control
over aid in a most likely case. This is because aid commitments are recorded
before implementation, because project aid is a form of aid that is especially easy
for donors to target, and because multilateral donors are known to have uniquely apo-
litical and poverty-sensitive preferences for aid allocation. The analysis includes a
demonstration of how to produce reliable, cross-nationally comparable estimates of
the subnational distribution of each country’s population by their level of wealth
using household surveys. This approach allows us to move from using regional aver-
ages of wealth to understanding the unique effect of having more poor or rich people
living in a region.7 The analysis reveals that aid flows disproportionately to regions
with more of the richest people rather than to regions with more of the poorest. It also
expands the subnational study of aid targeting away from single-country case studies,
and in doing so it demonstrates that there are durable cross-national patterns in sub-
national aid allocation in Africa. Even in this most-likely case, donors do not seem to
exercise a great deal of control over aid targeting within countries.

5. African Development Bank Group 2014.
6. Alesina and Dollar 2000; Dollar and Levin 2006; Maizels and Nissanke 1984; Nunnenkamp and

Thiele 2006. For an overview of the research examining donor behavior, see Neumayer 2003b.
Multilateral donors are more resistant to these pressures than bilateral donors, but they are not completely
immune (e.g., Dreher, Sturm, and Vreeland 2009).
7. In the context of this paper, “poor” or “rich” are always relative terms denoting the poorest or richest

people within a country. They are not absolute judgments on levels of wealth.
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Theory

Multilateral donors are uniquely good at directing their aid to poor countries, and the
WB and ADB are among the most poverty sensitive of the multilateral donors.8

Multilateral donors likely target a larger share of their aid to poor countries than bilat-
eral donors because they have a mission to use aid to reduce poverty and because they
have voting arrangements that prevent any one stakeholder country’s government
from forcing its preferences on all issues. This voting structure encourages aid to
flow to areas where stakeholder preferences overlap, implying that it should be rela-
tively easy to send multilateral aid to poor countries but harder to send aid to a
country that is a close ally of only one stakeholder country.9 Such impediments to
political targeting do not exist for bilateral donors, and bilateral aid allocations are
more heavily skewed by political factors.10

Once aid reaches a low-income country, it is generally used to either increase eco-
nomic growth or directly improve the lives of poor people through the provision of
goods or services.11 Aid for economic growth is typically aimed at either increasing
investments, such as infrastructure, or changing economic policies that are thought to
stifle growth. Because of almost intractable causal identification issues, there is no
consensus on the effect of foreign aid on growth.12 Bracketing this admittedly
large issue, the most common current result from this literature is that under some
circumstances aid seems to have a small, positive effect on growth.13 While economic
growth is clearly important, it does not always reduce poverty. Consider, for example,
that fifteen years of impressive economic growth in Africa has had only a small effect
on poverty rates and a little under half of all Africans still live below a $1.25-a-day
poverty line.14

However, if the goal of aid is to reduce poverty, then rather than trying to increase
growth and then hoping that growth helps the poor, aid could be used to simply
provide the poor with goods and services directly. This could be done through
private goods provision, like cash transfers or, more typically, through the provision
of local public goods such as roads, schools, or health clinics.15 Aid for local public

8. Dollar and Levin 2006; Maizels and Nissanke 1984.
9. On the institutional arrangements that insulate multilateral donors from politics, see Rodrik 1996;

Martens et al. 2002.
10. Alesina and Dollar 2000; Dollar and Levin 2006. In Neumayer’s words, regarding bilateral aid allo-

cation “there is little doubt that economic, political, and sometimes military-strategic interests of donors
play a significant and sometimes dominating role for practically all donors” (Neumayer 2003a, 102).
11. Most aid is intended to increase growth and improve the lives of poor people. However, any single

project typically aims to directly achieve only one of these two goals while the other goal is expected to
come about as a result of attaining the first.
12. Easterly 2003; Roodman 2007.
13. Clemens et al. 2012; Dalgaard, Hansen, and Tarp 2004; Hansen and Tarp 2001. For a dissenting view

see Doucouliagos and Paldam 2009.
14. World Bank 2013, 14.
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goods can be especially valuable because even when communities get wealthier, they
may still struggle to provide local public goods as a result of collective action prob-
lems.16 However, the benefit of these kinds of goods declines as one moves away
from them—a health clinic built near you is useful while a clinic built far away is
less useful—so a necessary condition for this kind of aid to help the poor is that
local public goods must be built where poor people live.
While the logic for using aid to provide local public goods is compelling, it is not

obvious why donors would choose to provide these goods by funding discrete pro-
jects rather than by providing recipient governments with forms of aid that have
lower overhead, such as budget support, and then allowing the recipient government
to allocate and build these goods themselves.17 One common explanation is that
project aid is used because it gives donors increased control over their aid.18 This
may explain why recipients with worse governance tend to receive WB loans that
are targeted more precisely within countries.19

The fact that donors are ostensibly in control of (especially project) aid allocations,
combined with the simple fact that the donors are the ones with the resources that
recipients want, has led many scholars to assert that foreign aid should be an excep-
tionally apolitical and developmental resource. One version of this claim is that aid is
a uniquely “scrutinzed” resource and so it is able to produce public goods in environ-
ments that otherwise produce private goods and pork.20 Another version is that
foreign donors’ control over aid means that aid should be largely immune to political
influence by recipient politicians.21 Even studies that find that aid has negative effects
on governance typically assume that aid is controlled by donors and that any negative
effect of aid must occur through fungibility. For example, Morrison writes that aid
may harm recipient governance like oil because it “is a highly fungible resource”
and Smith argues that aid is like oil “to the extent that it is fungible.”22 Fungibility
can be a problem for donors trying to control aid, but before worrying about fungi-
bility it is worth considering whether recipients can directly influence aid targeting.23

While standard accounts of aid bargaining emphasize donor control, recent work
has shown that donors sometimes fail to prevent recipients from influencing subna-
tional aid targeting. For example, Jablonski and Briggs have both shown that

countries in Africa, says that “When the poorest are ignored because they’re not profitable, IDA delivers.
IDA provides dignity and quality of life, bringing clean water, electricity, and toilets to hundreds of mil-
lions of poor people” (World Bank 2014b, 11).
16. These collective action problems are usually harder to overcome in more ethnically diverse com-

munities (Habyarimana et al. 2007; Miguel 2004; Lieberman and McClendon 2013). This makes aid
even more useful in sub-Saharan Africa, the world’s most ethno-linguistically diverse region.
17. This argument is similar to that of Briggs 2014.
18. Morrison 2012, 60.
19. Winters 2010.
20. Collier 2006.
21. Van de Walle 2007.
22. Morrison 2009, 110; Smith 2008, 780.
23. Devarajan, Rajkumar, and Swaroop 2007; Feyzioglu, Swaroop, and Zhu 1998. See Altincekic and

Bearce 2014 for an argument that the fungibility of aid is lower than is commonly presumed.
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recipients skew subnational aid allocations according to local political incentives in
Kenya.24 Domestic politics in recipient countries has also been shown to influence
the location of aid-funded electrification in Ghana.25 In the most directly relevant
case study for the present note, Abdulai and Hulme have demonstrated that aid for
poverty relief in Ghana was not spent in the country’s poorest regions but rather in
its richest regions.26 While these studies draw on detailed subnational data, their
single-country focus means that it is difficult to ascertain the extent to which recipient
control over aid is a general phenomenon. I address this issue by examining subna-
tional aid targeting across many recipient countries. Based on the public preferences
of the donors under study, I expect that if donors have strong control over aid target-
ing then project aid should flow to subnational regions with more of the poorest
people. Not finding such targeting is thus evidence against accounts of aid bargaining
that stress donor control.
Because I study commitments for projects, I am not examining a representative or

random sample of aid drawn from the population of all disbursed aid from these
donors. The use of commitment data rather than a retrospective analysis of where
aid actually went will likely bias the results toward overstating how much aid actually
reaches the poor. This is because analyses of aid commitments implicitly assume that
there is no leakage between the committed plan and the final outcome of a project.
From a donor’s point of view, this is a best-case scenario. To give one example of
how commitments can misrepresent actual aid allocations, in Malawi in the 1990s
a large amount of aid for education was essentially turned into cash by members
of the regime through contract fraud.27 The commitment data say that the aid was
used to fund school construction, but in practice it was used to fund the incumbent
party’s election campaign. If one assumes that corruption or mismanagement is
more likely to direct aid away from rather than toward the poorest, then any analysis
of aid commitments is likely to overstate the extent to which aid actually reaches the
poor. The use of data on only project aid will also likely lead to bias if one is trying to
draw conclusions about the degree to which aid in general is controlled or targeted by
donors. This is because project aid, unlike other forms of aid, is given for discrete,
specific purposes like building a road in a specific district. This makes project aid rel-
atively easy for donors to control. By analyzing project aid only, I maximize the
information available to donors about where aid is going as well as their ability to
precisely target aid within recipient countries. These biases imply that my results
likely overstate both the extent to which aid in general is targeted to the poor and
the extent to which aid actually reaches poor people.
Subnational, cross-national work in Africa is complicated by a lack of reliable

data,28 and so one additional contribution is to highlight how one can use household

24. Briggs 2014; Jablonski 2014.
25. Briggs 2012.
26. Abdulai and Hulme 2015.
27. Briggs 2015.
28. Jerven 2013.
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surveys to produce estimates of the spatial distribution of wealth groupings across
regions. This approach complements existing methods for measuring subnational
wealth. One increasingly popular approach to measuring the wealth of regions is to
measure the intensity of night-time light. Hodler and Raschky, for example, use
this method to show that birthplaces of leaders tend to see better economic outcomes
than other areas.29 While this approach is useful because it measures the presence of
economic activity and a working electric grid at a fine level of detail, it says little
about the wealth mixture of individuals in a region. From space, a region with a
large number of rich people and large number of poor people may look the same
as a region with only a large rich population. My approach complements strategies
like measuring light at night by estimating the spatial distribution of wealth quintiles
across regions within countries. Rather than simply working with the brightness of
light or even average levels of wealth per region, my approach allows one to parse
out the unique effects of richer and poorer people on aid allocation at a subnational
level.
In sum, I compare subnational measures of wealth against geotagged aid projects to

measure the degree to which foreign aid is targeted to poor people inside countries.
Aid targets the rich rather than the poor. This finding holds in minimal regressions
and after controlling for a number of potentially confounding factors. These results
suggest that donors do not exercise strong control over subnational aid targeting.
They also suggest that most aid is not currently able to reduce extreme poverty,
since it does not actually reach the very poor.

Data

I examine the relationship between wealth and aid using data on the subnational dis-
tribution of aid projects and subnational measures of wealth created from comparable
household surveys. The dependent variable is a measure of aid projects per region.30

The data on aid projects come from AidData31 and include all projects from the ADB
and WB that were approved in 2009 and 2010.32 I included all projects that could be
geolocated with a level of precision at the regional (ADM1) level or better and
merged both years of data into one cross-sectional data set. The final data set includes
about 1,400 geolocated projects across Africa.33 Both donors spend on broadly
similar sectors. The largest shares of the WB’s aid go to health and social services,

29. Hodler and Raschky 2014.
30. The shapefiles for the ADM1 regions under study come from the UN Food and Agriculture

Organization’s (FAO) Global Administrative Unit Layers (GAUL) data set.
31. Strandow et al. 2011.
32. The ADB data are available for the period 2009–2010 only and so the WB data were trimmed to this

period so that they would match.
33. Unless otherwise noted, when I speak of “projects” or “geolocated projects,” I am speaking of the

unique subprojects that make up the lowest level of information in the AidData data set. Technically,
these are not projects themselves but rather subprojects that are a part of larger projects.
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followed by agriculture, transportation, and energy. The ADB’s project aid goes to
energy, then transportation, social, and agriculture.34 The biggest sectoral differences
between the donors are the WB’s emphasis on health and social services and the
ADB’s focus on energy.
The empirical analyses measure aid per region in three ways. The first measure is

the region’s share of a country’s total number of aid projects. This measure implicitly
considers all projects to be equal in terms of value. The second measure weights pro-
jects by their cost. This cannot be done in a straightforward manner because each geo-
located project is typically part of a much larger project and the data set reports the
cost of the larger project only. For example, a national electrification project could
involve many unique, small, geolocated projects across a country but the data set
includes only the cost of the high-level, national project. To calculate costs per geo-
located project, I assume that the cost of a project is split equally across all of its sub-
projects. This second approach then measures each region’s share of a country’s total
dollar value of projects. Both of these initial measures range from 0 to 1. The third
measure is the natural log of the total dollar value of each region’s projects.35

Because of a lack of good regional data on wealth, the analysis is limited to seven-
teen countries. While this limitation is unfortunate, it represents a large widening of
scope over the single-country focus of the current subnational aid-targeting literature.
The total number of aid projects ranges from a high of 247 in Tanzania to single digits
in Benin, Guinea, and Niger. Figure 1 shows the number of aid projects per country
for the seventeen countries in the sample.

Wealth Data

The key independent variables are drawn from measures of wealth quintiles created
by the Demographic and Health Surveys (DHS).36 The DHS has carried out nation-
ally representative and cross-nationally comparable household surveys across Africa
for decades. Regional information on wealth from the DHS can be matched to
regional data on aid allocations, and this process allows us to examine whether
areas with more poor (or relatively rich) people receive more aid.
The sample is limited to include all sub-Saharan African countries that had a DHS

survey between 1999 and 2008 (inclusive). This ensures that the survey data are rela-
tively close to, but always prior to, the 2009–10 period of the aid data. The sample
was then restricted to countries that had DHS surveys that sampled within the

34. The two donors do not use identical coding criteria for their sectors and so the categories are not
directly comparable.
35. The log transformation of the total value of aid is the preferred operationalization of the aid variable

since the dollar value of aid per region exhibits strong positive skew. I report results from all three trans-
formations for transparency. Technically, the logged aid variable is the natural log of the cost per region
variable after 0.1 has been added to each region’s total to remove zeroes.
36. DHS implementing partners and ICF International 2003–2008.
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country’s standard regional boundaries. This procedure leaves seventeen countries.37

The sample includes small countries like Lesotho and large ones like the Democratic
Republic of the Congo. It includes countries that were colonized by the French,
English, Belgians, and Portuguese. It includes populous countries like Nigeria and
those with much smaller populations such as Sierra Leone. In all, it is a diverse
sample of African countries.

The DHS has constructed a wealth index for each country in the sample. The index
is calculated at the household level and is based on respondents’ answers to questions
about their assets, such as if they own a bike or a radio, and the quality of their
housing. Based on these answers, the DHS groups each respondent into a wealth
quintile based on their household’s wealth.38 To make these figures useful for my
analysis, they have been recalculated so that they show the estimate of the fraction
of each wealth quintile that lives in each region in a country.39 This reveals the rel-
ative wealth composition of each region. We can also compare across quintiles
because they are equally sized by definition. Within the same country, 10 percent
of the richest quintile will represent the same number of people as 10 percent of
the poorest quintile. In its focus on the location of people grouped by wealth quintile,
this study moves away from looking at simple regional averages of wealth and toward
taking the underlying distribution of wealth seriously.
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FIGURE 1. Number of subprojects per country

37. Technically, we are left with seventeen countries after this procedure and after dropping any coun-
tries that did not receive new aid commitments from the WB or ADB in 2009 or 2010.
38. For a more in-depth discussion of the construction of the wealth index, see Rutstein and Johnson

2004.
39. Appendix A in the supplementary material includes more information on the construction of this

variable.
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An example can serve to clarify the measure and demonstrate the value of tabulat-
ing the shares of wealth quintiles over regions. Table 1 shows how the share of wealth
quintiles breaks down across regions in Kenya. Each column sums to 100 percent
(after rounding) and represents one-fifth of Kenya’s total population. While the
table does not tell us how many people live in Kenya, it reveals the fraction of
each wealth quintile that lives in each region. For example, about one-third of
Kenya’s richest people live in Nairobi. At the other end of the spectrum is
Kenya’s North Eastern province, which is quite poor and is the site of the Dadaab
refugee camp and the Millennium Village of Dertu.40 However, while North
Eastern is poor, it is also lightly populated. This mixture of poverty and low popula-
tion comes through in the table because the region holds 10 percent of Kenya’s
poorest quintile and very small shares of all richer quintiles. This can be contrasted
with Rift Valley, which has many people spread across all of the wealth quintiles.
Rift Valley is unique in this regard since most of Kenya’s regions skew either
toward the rich or the poor. While North Eastern and Nyanza skew toward the
poor, Nairobi, and to a lesser extent Central, skew towards the rich.
The segregation of the wealthy into regions that are geographically distinct from

the poorer quintiles is a general phenomenon. Table 2 shows the mean of the corre-
lations between wealth quintiles across the seventeen countries that make up the
sample.41 The poorest quintiles of the population correlate highly with each other,
implying that places with lots of the poorest people also hold many people from
the second-poorest segment of the population. This pattern holds all the way to the
second-richest quintile. Thus, if we see favoritism to the poorest, it could partially
reflect aid that is also being targeted to the people from the second-poorest or
middle quintiles who live in the same region. The richest group, however, does not
match this trend. Aid going to the richest quintile is benefiting the relatively rich
far more than anyone else because the richest people are the most likely to live in rela-
tively homogeneous, wealthier regions. While simply descriptive, the empirical dem-
onstration of this level of geographical segregation contributes to our understanding
of the subnational distribution of wealth in Africa.
These results come from manipulations of household surveys, not census figures,

so one may be concerned that this approach produces unreliable estimates of popu-
lation shares. To address this concern, we can calculate the expected share of the
total population per region from the DHS data and compare this against the popula-
tion shares from census data. Calculating the expected total population share per
region from the DHS data requires multiplying each wealth quintile share for a
region by twenty and summing the resulting numbers. This approach to validation
is useful because it tests one of my core assumptions, namely that each wealth quintile

40. For an illuminating discussion of the challenges facing Dertu and the Millennium Villages Project,
see the account by Munk 2013.
41. A correlation table was calculated separately for each country and then the mean of each cell over all

countries is presented in Table 2. This reveals the cross-national average of the country-level correlations
between the wealth quintiles.
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represents an equal fifth of a country’s population. For example, to calculate Central
Province’s expected share of Kenya’s total population one would multiply each per-
centage in the row representing Central in Table 1 by twenty and then sum the
numbers to arrive at 13.6 percent. The expected shares are then compared against
regional population share figures taken directly from Kenyan censuses from 1999
and 2009. These comparisons are done for two countries with reliable censuses,
Ghana and Kenya, and the results are plotted in Figure 2. The results confirm that
the DHS estimates are able to produce a good representation of subnational popula-
tion distributions.

To briefly recap, if donors control aid targeting then the location of aid projects
should broadly reflect the stated preferences of the donors giving the aid and so
skew to regions with more poor people. The data under study are especially likely
to reveal such control because they are project aid commitments from multilateral
donors. To examine subnational distributions of wealth, I introduced a method for
measuring the distribution of people across regions by their relative level of wealth
and validated this measure against census data. The analysis that follows leverages
this new variable (and the fact that the poorest segments of the population positively
correlate with each other while the richest live alone) to examine the extent to which
subnational aid distributions reflect the stated, pro-poor preferences of the multilateral
donors under study.

TABLE 2. Mean correlations between wealth quintiles over seventeen African
countries

Poorest 2nd Poorest Middle 2nd Richest Richest

Poorest 1
2nd Poorest 0.72 1
Middle 0.51 0.82 1
2nd Richest 0.27 0.47 0.67 1
Richest −0.21 −0.19 −0.11 0.27 1

TABLE 1. Kenya’s distribution of wealth quintiles

Poorest 2nd Poorest Middle 2nd Richest Richest

Central 1.2% 10.9% 19.5% 24.7% 11.9%
Coast 11.4% 4.9% 6.4% 6.5% 11.6%
Eastern 12.5% 18.8% 23.4% 22.5% 6.4%
Nairobi 0.0% 0.0% 0.0% 0.8% 36.3%
North Eastern 10.3% 1.7% 1.1% 0.7% 0.5%
Nyanza 19.4% 23.7% 15.0% 9.8% 8.5%
Rift Valley 32.1% 21.9% 17.8% 26.7% 21.5%
Western 13.0% 18.2% 16.8% 8.3% 3.3%
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Analysis

The analysis explains how aid is allocated across 195 regions inside 17 countries, and
all regressions use country fixed effects. Country fixed effects are important to the
estimation because they allow us to examine only the factors that vary across
regions within countries. The fixed effects also are necessary for the wealth quintile
variables to make sense, since all wealth quintiles are equally sized within countries
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FIGURE 2. Validating the DHS measure against census data
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but not across countries.42 The dependent variable is measured in three ways: as each
region’s share of a country’s total dollar value of aid, as each region’s share of a coun-
try’s total number of aid projects, and finally as the natural log of the total dollar value
of aid to each region. The key independent variables are the share of each wealth
quintile that resides in each region.
The initial results are presented in Figure 3 and show the bivariate relationships

between the share of people in each wealth quintile and the region’s level of aid.43

The dependent variables in the left panel of the figure show each region’s share of
the total value of aid per country and each region’s share of the total number of pro-
jects. The right panel uses the natural log of the total value of aid per region and the
natural log of each wealth share variable.44 The unconditional relationship between
aid and wealth is descriptive, but it is important and reveals that aid is not targeting
the poorest. In general, regions tend to receive more aid when they have more people
in higher wealth quintiles. This effect holds across all three ways of measuring aid.
The remaining analyses work with the same dependent variables but include the

share of the richest and poorest quintiles only as independent variables. Aside
from the fixed effects, they also include each region’s share of the country’s total
area, the region’s share of conflict in the country, and a dummy variable marking
whether the region holds the country’s capital. All of the independent variables are
either fixed (e.g., area) or were measured before aid commitments were made in
2009 and 2010. The area control accounts for the fact that the optimal number of
many aid-funded goods may increase with the area of a region. For example, all
else equal, longer roads are needed in larger regions. The region’s share of conflict
controls for the fact that donors might direct aid away from regions that have
worse security. This is measured as each region’s share of the total number of
battles in the two years leading up to 2009.45 Finally, capital cities hold many of
the wealthiest people and aid recipients may want to skew aid or other resources
toward capital cities because unrest in capital cities is uniquely dangerous to recipient
governments.46 The analyses control for the presence of a capital city in a region
using a dummy variable. The results appear in Table 3.
The key result is that while the effect of the fraction of the poorest people on aid is

not statistically significant, the effect of the richest is consistently large and

42. The fixed effects are also important because the cut points in the wealth quintiles are country
specific. The poorest quintile in Nigeria, for example, likely does not have the same level of wealth as
the poorest quintile in Malawi.
43. The “bivariate” OLS regressions used to produce Figure 3 include one wealth variable at a time and

country fixed effects. The figure shows point estimates and 95 percent confidence intervals. Standard errors
are clustered on countries. All regressions include seventeen countries and 195 regions.
44. The wealth share variables range from 0 to 1 and exhibit positive skew. I added 0.001 to the variables

when taking the log to remove zeros. The right panel shows the preferred specification, where the fit of the
models is improved by the addition of the logs. This is demonstrated graphically in online Appendix B.
45. Battles are specific instances of violent conflict between two politically organized armed groups.

There is no minimum level of violence required for an event to be a battle. For more details, see
Raleigh et al. 2010.
46. Bates 1981.
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FIGURE 3. Bivariate (fixed effects) results

TABLE 3. Main Results

(1) (2) (3)
Value Projects ln(Value)

% OF POOREST 0.29 0.25*
(0.17) (0.13)

% OF RICHEST 0.61** 0.66***
(0.22) (0.21)

LN(% OF POOREST) 0.10
(0.09)

LN(% OF RICHEST) 0.72***
(0.20)

% OF BATTLES −0.10 −0.06
(0.08) (0.08)

BATTLES −0.00
(0.00)

% OF AREA 0.39 0.45**
(0.23) (0.21)

LN(AREA) 0.32***
(0.09)

CAPITAL 0.03 −0.03 1.13
(0.07) (0.06) (0.77)

Fixed Effects Yes Yes Yes
Number of countries 17 17 17
Number of regions 195 195 195
R-squared 0.23 0.25 0.24

Notes: Robust standard errors clustered on countries in parentheses. *p < 0.10; **p < 0.05; ***p < 0.01.
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significant. This is the case when regional aid is measured as a fraction of the total
cost of all projects, when aid is measured as a fraction of the total number of all pro-
jects, or when aid is measured as the log of a region’s total value of aid (and the
wealth share variables are also logged). Even after controlling for area, violence,
and capital city bias, we see that aid is still skewed toward the rich. There is no evi-
dence that violence or the presence of a capital city has any direct influence on aid.47

The effect of the richest segment is also much larger than 0.2, which would be its
expected value if aid was allocated equally by population.48

Robustness

These results hold across a large number of robustness checks, all of which are fully
reported in the appendix and only briefly mentioned here. The robustness tests
include: dropping all countries that received fewer than five aid projects or had
fewer than five subnational regions, adding a control for within-region inequality,
the use of models that are designed for dependent variables that are bound at 0 and
1, regressions with observations weighted so that each country (rather than each
region) contributes equally to the results, tests where I sequentially exclude one
country at a time from the models to examine if the results are being driven by indi-
vidual countries, tests to see if aid is more likely to flow to regions where the recipient
country’s sitting president was born, selection models where I examine how the
wealth variables influence the probability of a region receiving any aid, and disaggre-
gated analyses where I see whether the two donors use different targeting strategies.
In total, the main text and the appendix present ninety-three tests of the poorest and
richest wealth quintiles’ influence on aid. The effect of the richest was significant
(p < 0.05) in ninety-two (99%) of the tests and the effect of the poorest was significant
in three (3%) of the tests. While these figures do not come from an exhaustive speci-
fication search, they demonstrate that the core results hold across a wide variety of
variable transformations, data set modifications, and modeling choices.49 Aid does
not flow disproportionately to regions with more of the poorest people.
While most of the robustness tests simply confirm my core results, a few findings

warrant mention. First, regions where the recipient’s president was born are not more
likely to receive aid. While this result is unexpected, it is in line with other work sug-
gesting that co-ethnics are not always favored by African presidents or that co-ethnics

47. The BATTLES variable is also insignificant and it does not change the results if it is logged (after adding
0.1) or if it is entered as a dummy variable where it takes a value of 1 if there were any battles in the region
in the past two years and 0 otherwise.
48. Note that the wealth variables measure the share of a population quintile, which itself represents 20

percent of the population. The coefficient could plausibly be larger if people from the poorer quintiles
tended to live in the same regions as people from the richest quintiles, but this generally does not
happen (see Table 2).
49. The inspiration for this approach is Leamer 1985.
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are not evenly favored across types of goods.50 The selection models reveal that
regions with more of the richest are more likely to receive at least one aid project.
There is no significant effect for the poorest. The results by donor show that
neither donor targets aid to the poorest and both target aid to the richest. The main
difference between the donors is that it seems that the ADB’s skew to the rich is
largely driven by a bias to regions with capital cities while the WB’s is not.
In interpreting all of the results, one should keep in mind the correlational structure

of the data (see Table 2). Across the seventeen countries under study, the poorer quin-
tiles tend to cluster together while the richest tend to be more segregated. This implies
that when aid provides local public goods to the regions with more of the richest
people, as it is doing in these countries, it is missing the regions that hold not only
the poorest, but also large portions of the bottom half of society.
All of my results are produced using model-based, as opposed to design-based,

empirical strategies.51 While this implies that the causal effect of poor or rich
people on aid is not identified, this should not overshadow the importance of the
earlier correlations. Aid is flowing to the rich instead of the poor, and this is not a
result of factors such as the size of regions, the location of capital cities, internal
security, or ethnic targeting. Further, the coefficient for the effect of the richest on
aid in the preferred specification barely changes when moving from the bivariate
model graphed in the right panel of Figure 3 to the results with full controls shown
in Table 3, model 3. When conditioning on observables has such a minimal effect
on a coefficient it suggests that the unobserved variables would have to be signifi-
cantly more confounding than the all of the observed variables to overturn the
result.52

Discussion

Aid may act like oil because both are tax-free resources.53 However, one important
difference between aid and oil is that aid may be much more “encumbered,”
meaning scrutinized and controlled by the donor, than oil.54 If aid is highly encum-
bered, then it should harm recipient governance only if it is also highly fungible. If aid
is not encumbered, however, then there is good reason to expect it to directly harm
recipient governance and the question of fungibility is not particularly relevant.
While the theory suggesting that aid will be highly encumbered is compelling, I
found that subnational aid allocations directly contradict donors’ stated preferences.
This suggests that donors are either not willing or not able to encumber their aid. If

50. Kasara 2007; Kramon and Posner 2013.
51. Sekhon 2009; Dunning 2010.
52. This logic is presented in Bellows and Miguel 2009; Gonzàlez and Miguel 2015.
53. Djankov, Montalvo, and Reynal-Querol 2008; Moore 2001; Morrison 2009, 2012. For dissenting

views on the link between aid and declines in governance, see Bermeo 2016; Jones and Tarp 2016.
54. Altincekic and Bearce 2014; Bermeo 2016; Collier 2006; van de Walle 2007.
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this is happening to project aid, which is relatively easy to monitor and target, then it
should be more likely with other forms of aid. Similarly, bilateral donors, who have
much stronger incentives to use aid as a bribe, should be less likely to encumber their
aid than poverty-conscious multilateral donors. Thus, unencumbered aid is probably
quite common.
While I did not probe the mechanisms preventing donors from targeting their aid

to the poor, they are worth mentioning. First, it is possible that donors do not actually
care where aid goes within countries. For example, a World Bank staff member in
Tanzania said that “the World Bank provides financing. And the client, as we
call it, or the government then basically decides where they want to spend the
money.”55 If this sentiment is common, then it is no surprise that aid does not
follow donor preferences. Second, it is possible that donors care about subnational
aid allocation but that recipients strategically approach donors and manipulate infor-
mation to produce their desired distribution.56 In this case, a recipient’s strategic
action can allow it to defeat attempts at donor control. Finally, donors may not
have good information on where the poor live, and so they cannot convert their
abstract preference for pro-poor aid allocations into concrete preferences of levels
of aid over regions in specific countries. If this is the case, then better information
should result in aid allocations more closely aligning with donor preferences.
Which of these mechanisms best explains how donors lose control over aid targeting
is a question for future research.
There are robust cross-national patterns in subnational aid targeting, with aid being

directed to regions with more of the richest people. This finding is consistent with
previous work showing that aid is insensitive to measures of regional need like
average rates of infant mortality or malnutrition.57 Given that project aid typically
provides local public goods, these results suggest that aid is not being allocated
effectively to alleviate extreme poverty.
The finding that aid targets the richest people within countries also has implications

for choices about which countries should receive aid. Recent work has shown that a
majority of the world’s poorest people currently live in middle- rather than low-
income countries.58 This could lead one to conclude that poverty-sensitive donors
should direct more aid to these middle-income countries with many poor people.
While sensible, this assumes that it is trivially easy for donors to target aid to the
poorest people within countries. This seems to not be the case. In general, we
should probably be skeptical of strategies for cross-national aid allocation that
hinge on donors successfully encumbering their aid.
While ethnicity often influences the distribution of resources in Africa, I found no

evidence that aid from these donors favors the president’s home region. Instead, these

55. Masaki 2014, 8.
56. For an example of this kind of strategic action, see Briggs 2014.
57. Öhler and Nunnenkamp 2014. For results showing that the World Bank’s aid is largely insensitive to

regional poverty in India, see Nunnenkamp, Öhler, and Sosa Andrés 2016.
58. Kanbur and Sumner 2012; Sumner 2012.
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results support an explanation that hinges on the role of wealth in influencing distrib-
utive politics.59 A strong focus on ethnicity may blind us to other politically relevant
groupings. Future work can look more closely at the relative influence of ethnic and
economic factors and the conditions under which governments are more sensitive to
one factor over the other.
Finally, I presented a new way of measuring the relative spread of wealth across

regions within countries. This approach complements other approaches, such as
measuring subnational levels of light at night, by allowing one to parse out the
unique influence of different wealth groupings. This measure is likely to be useful
in countries where national statistical data are questionable or where subnational mea-
sures are not easily comparable across countries.

Conclusion

Combining subnational measures of wealth with geolocated project aid data across
seventeen African countries reveals that aid does not favor the poorest. Rather, aid
disproportionately flows to regions that hold more of a country’s richest people.
While I did not identify the causal effect of poor or rich people on aid allocations,
I showed that the results are not being driven by factors such as a region’s size,
regional inequality, the presence of a capital city, internal security, or presidents
favoring their home regions. In line with recent case-study research on the politics
of foreign aid, and opposed to work emphasizing the power of donors, the results
suggest that donors do not exercise strong control over aid targeting within recipient
countries.

Supplementary Material

Supplementary material for this article is available at https://doi.org/10.1017/
S0020818316000345
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