https://doi.org/10.1017/50020818312000252 Published online by Cambridge University Press

The Politics of Private Foreign Aid:
Humanitarian Principles, Economic
Development Objectives, and
Organizational Interests in NGO
Private Aid Allocation

Tim Biithe, Solomon Major, and
André de Mello e Souza

Abstract A large and increasing share of international humanitarian and de-
velopment aid is raised from nongovernmental sources, allocated by transnational
NGOs. We know little about this private foreign aid, not even how it is distributed
across recipient countries, much less what explains the allocation. This article presents
an original data set, based on detailed financial records from most of the major U.S.-
based humanitarian and development NGOs, which allows us for the first time to
map and analyze the allocation of U.S. private aid. We find no support for the com-
mon claim that aid NGOs systematically prioritize their organizational self-interest
when they allocate private aid, and we find only limited support for the hypothesis
that expected aid effectiveness drives aid allocation. By contrast, we find strong sup-
port for the argument that the deeply rooted humanitarian discourse within and among
aid NGOs drives their aid allocation, consistent with a view of aid NGOs as princi-
pled actors and constructivist theories of international relations. Recipients’ human-
itarian need is substantively and statistically the most significant determinant of U.S.
private aid allocation (beyond a regional effect in favor of Latin American coun-
tries). Materialist concerns do not crowd out ethical norms among these NGOs.
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Anyone can ... give or spend money. But it is not easy to decide to whom to
give how much, when, for what purpose, and how.

— Aristotle!

Private donations accounted for more than 60 percent of the estimated $26.9
billion worldwide budget of international humanitarian and development nongov-
ernmental organizations (NGOs) for 2005.% Private money—raised and allocated
by transnational NGOs such as CARE, Catholic Relief Services, Médecins Sans
Frontieres, and World Vision—thus increasingly enables the delivery of services
and investments in health, education, and infrastructure in poor countries.® Yet,
we know surprisingly little about the humanitarian and development aid raised
and allocated by NGOs. Previous research on foreign aid scarcely mentions private-
source aid. We do not even know how much private aid is going where, not to
mention why and with what effects. This article presents a new data set of U.S.
private-source foreign aid, which allows us to map such aid for the first time—
and attempt to explain it.

While there is a vast literature that seeks to explain the allocation of bilateral
foreign aid by governments and substantial work on aid allocation by multilateral
institutions such as the World Bank, this article is, to the best of our knowledge,
the first attempt to systematically analyze private aid allocation. We therefore
develop a set of original hypotheses about NGO allocation from general theories
as well as practitioner accounts.

Constructivist scholars of international relations argue that behavior is in large
part a function of identities and shared norms, which shape actors’ very definition
of their interests. The density of interaction among aid NGOs, through which a
common identity can be shaped and reinforced, suggests that these NGOs should
be a prime example of a “principled issue-network” whose members are “moti-
vated by values rather than by material concerns.”* Yet, what exactly is the sub-
stantive content of the discourses that shape aid NGOs’ identity? We distinguish
two variants of altruism: a humanitarian discourse, centered upon a normative com-
mitment to “serv[ing] underdeveloped or neglected populations ... and provid-
[ing] services to those in need”;> and a development discourse, focused on the
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1. Nicomachean Ethic, bk. 11, chap. 9 (authors’ translation).

2. Gatignon 2007, 6, 37-51. The remainder of these NGOs’ resources comes mostly from govern-
ments. We analyze only aid from private (nongovernmental) sources.

3. See, for example, Desai and Kharas 2008.

4. Keck and Sikkink 1998, 2.

5. Hodgkinson and McCarthy 1992, 3.
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“root causes” of poverty and sustainable, long-term improvements. These dis-
courses, both found within and among NGOs, imply distinct explanations of pri-
vate aid allocation. The humanitarian discourse suggests that private-source aid
allocation by NGOs should be above all a function of potential recipients’ objec-
tive need. The development discourse suggests that allocation should (addition-
ally or instead) be guided by where aid can most efficiently contribute to sustained
economic or social development.

We derive a third explanation of how NGOs allocate private-source aid from
organization-theoretic and systemic perspectives, supplemented by the accounts
of prominent NGO-practitioner-critics. Here, market-like competition for resources
causes even genuinely humanitarian NGOs to put the financial interests of the
organization first, possibly at the expense of their altruistic missions. The logic
of this argument implies that NGOs allocate funds with an eye to fundraising
opportunities—specifically that aid allocation is driven by the often volatile per-
ception of developing countries’ need among the donating public and thus is, in
turn, a function of the countries’ portrayal in the media.

The three contrasting views are not necessarily mutually exclusive.® Behavioral
economics suggests, however, that the market norms underpinning the third expla-
nation might crowd out ethical and social norms and thus undercut humanitarian
principled behavior in particular. Yet social identities and norms based on the
“humanitarian” discourse should be particularly likely to temper or counteract mate-
rialistic institutional incentives in aid NGOs.” We therefore expect recipients’ objec-
tive need to be a stronger explanation of NGO aid allocation than anticipated
efficacy or the donating public’s perceptions of need.

After developing these arguments, we use our new data set to assess the result-
ing hypotheses in statistical analyses that also consider numerous other possible
explanations of NGO aid allocation. In a research design allowing for mixed
motives, we find strong support for the hypothesis that aid NGOs allocate funds
in accordance with humanitarian principles, but only limited support for the hypoth-
esis that they follow the postulates of the development discourse, and virtually no
support for the stipulation that allocation is driven by fundraising considerations.
These findings are robust to a broad range of model specifications and the use of
multiple alternative measures of the key variables.

Our research seeks to make theoretical and empirical contributions; it also
has significant implications for public policy. Theoretically, we seek to advance
the rationalist-constructivist debate in international relations theory by suggest-
ing a set of scope conditions under which global governance by normatively moti-
vated “principled” nonstate actors is most likely to be distinctive in the way
constructivists expect it to be. We also seek to contribute to the literatures on the
distinctiveness of transnational governance and “nonstate actors” in world pol-

6. See Gibson et al. 2005; and Vaux 2001.
7. See our discussion here and conclusion.
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itics.® Our finding that recipients’ objective need is a major determinant of pri-
vate aid allocation by transnational humanitarian and development NGOs contrasts
with findings in the government aid literature, where “the relationship between
aid flows and level of development is highly sensitive to variations in model and
data coverage.”®

Empirically, we introduce a new data set, based on detailed financial records
gathered from forty leading transnational, U.S.-based NGOs. These data allow us
to map for the first time the allocation of U.S. private-source aid across the 119
countries classified by the World Bank as “least developed” or “lower-middle-
income” countries—and to analyze that allocation. The private aid raised by these
NGOs, mainly through a large number of small donations from private individu-
als, amounts to more than $1.6 billion per year. This makes our research intrinsi-
cally important, especially because these NGOs focus on issues where the potential
for making a difference is tremendous, such as building and improving infrastruc-
ture for safe drinking water, sanitation, and sewerage. As the managing director of
the Rockefeller Foundation put it pointedly, the lack of clean water and sanitation
is killing children in the developing world “at a rate equivalent to having a jumbo
jet full of kids crash every four hours.”!”

Finally, we seek to contribute to the emergent literature that uses statistical or
quantitative methods to examine constructivist hypotheses, which is still rare in
international political economy (IPE).!! In doing so, we make no claim that any
particular methodological approach is superior to others, but support Biithe’s argu-
ment that one’s position in meta-theoretical debates need not predetermine one’s
choice of empirical-analytical methods.'?

What Motivates NGOs and Explains Their Aid
Allocation?

Much of the literature on foreign aid shows that donor governments use their dis-
cretion in allocating ostensibly altruistic aid to advance their own political-economic
interests.'*> While recipients’ level of economic development matters in a number
of statistical analyses of government aid allocation, it is often secondary to polit-
ical or strategic motivations or is significant due only to the inclusion of high-

8. See, for example, Biithe 2004; and Ruggie 2004.
9. Dowling and Hiemenz 1985, 540.

10. Buckley, Robert, “Slumdogs Can Help Themselves Out of the Mire,” Financial Times, 23 Feb-
ruary 2009, 13.

11. Farrell and Finnemore 2009, 60. The notable exception in IPE is Chwieroth’s sustained research
on neoliberalism and capital account liberalization (for example, Chwieroth 2007 and 2010). Quanti-
tative constructivist analyses are comparatively common in security studies (for example, Atkinson
2006; Fazal 2007; and Johnston 1995).

12. Biithe 2002.

13. But compare Lumsdaine 1993.
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income countries that receive (almost) no aid.'* Analyses that are, similar to ours,
restricted to poor recipient countries often find that recipients’ per capita gross
domestic product (GDP) has no significant effect on the amounts of government
aid allocated to developing countries,'® that wealthier developing countries actu-
ally get significantly more aid,'® even if at a declining rate,'” or that the signifi-
cance and even the sign of the estimated effect is unstable.'® Studies that consider
measures of recipient need other than per capita GDP usually find them to be sta-
tistically insignificant predictors of government aid allocation.!” At the same time,
empirical analyses show advanced industrialized countries’ aid has been allocated
based on geopolitical considerations,? the desire of producers from the donor coun-
try to have guaranteed export markets,?! or political leaders’ desire to please cer-
tain domestic political constituencies.?

Does NGO aid allocation follow a different logic from government aid alloca-
tion? Although no previous study has, to our knowledge, specifically theorized
NGO aid allocation, we can deduce possible answers from theoretical traditions
such as sociological institutionalism and from the broader literature on NGOs by
scholars and practitioners.

Norms and Identities as Drivers of Allocation Decisions

We derive the first two explanations of private aid allocation from the constructiv-
ist approach to the study of international relations and international organizations.
Constructivist scholars focus on how social institutions, such as shared norms,
constitute actor interests by providing individual and collective actors with iden-
tities or roles, such as “humanitarian NGO.”?* Although constructivists do not
assume that roles are “played in mechanical fashion,”* they expect these roles to
exert a strong normative demand upon actors to behave in ways that are consis-
tent with their respective roles. This analytical approach yields distinctive hypoth-
eses about behavior and aggregate outcomes in world politics, such as the allocation

14. See Drury, Olson, and Van Belle 2005; Lundborg 1998, 139; and Neumayer 2003, especially
56-70, 77-88.

15. Apodaca and Stohl 1999.

16. Maizels and Nissanke 1984, 882.

17. Alesina and Dollar 2000, 38-39.

18. See Boschini and Olofsgérd 2007; and Burnside and Dollar 2004.

19. See Nielsen 2010; and literature discussed below.

20. See, for example, Alesina and Dollar 2000; Dunning 2004; Hook 1995; and Meernik, Krueger,
and Poe 1998.

21. See, for example, Diven 2006; Gibson et al. 2005, 118, 140; and Schraeder, Hook, and Taylor
1998.

22. See, for example, Milner and Tingley 2010; Tingley 2010; and Thérien and Nogl 2000. See also
Bueno de Mesquita and Smith 2009; but compare Christensen, Homer, and Nielson 2011.

23. See, for example, Checkel 1997; and Finnemore and Sikkink 2001. Such arguments have a long
tradition in sociology and have recently also gained influence in economics; see Akerlof and Kranton
2010.

24. Wendt 1992, 419.
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of private aid by NGOs, because it suggests that the key criterion for choosing an
action is not whether the consequences are most beneficial to the actor but rather
whether the action itself is appropriate, given the specific social norms that define
the actor’s role.?®

Since roles create expectations for behavior only when the understanding about
the corresponding “appropriate” behavior is shared, they are at any given moment
“beyond the discretion of any individual participant”?® and can therefore analyti-
cally be treated as fixed in the short term. Hence constructivists emphasize “social,
spatial, and historical context”?’ and the “discourses” through which actors col-
lectively create identities and define or redefine social roles.?® Context and dis-
course thus shape the very definition of the interests that individuals and groups
are then expected to pursue following this “logic of appropriateness.”

Discourses within a coherent group—such as within a community of NGOs that
see each other as devoted to a common cause—should be particularly promising
for generating coherent and stable identities and roles, thus defining a mission for
such organizations. But constructivism as such makes no substantive assumptions;
it must be supplemented by information or assumptions about the specific content
of the norms and identities in any particular case to yield a prediction about out-
comes.?’ What then is the content of the pertinent discourses? For analytical pur-
poses, we differentiate between a humanitarian and a development discourse,
because these two ideal types imply “different understandings [and] principles”3°
and yield distinct hypotheses concerning aid allocation. Although it might be pos-
sible to categorize some aid NGOs as primarily humanitarian and others as pri-
marily development organizations, most have had among their ranks proponents
of either vision, and both discourses have been prevalent among aid NGOs for
many years.’!

The Humanitarian Discourse: Altruistically Addressing
Objective Recipient Needs

The humanitarian discourse is organized around an ethical obligation to relieve
human suffering.’> Among its core guiding principles of impartiality, neutrality,
and independence, the first is most pertinent to aid allocation. Impartiality, as

25. See, for example, Adler 1997; Katzenstein 2003; March and Olsen 1989, 23-24, 160—62; and
Wapner 2000.

26. Meyer and Rowan 1977, 343.

27. Klotz and Lynch 2007, 3.

28. Discourse is here understood in a broad sense. See Ricoeur 1979; and Schmidt 2008.

29. See Risse 2010, 285; and Wendt 1992, especially 418.

30. Barnett 2011, 10 refers to them as two variants of humanitarianism. See also Heins 2004, espe-
cially 17-42; and Vaux 2001, 69-91.

31. See Barnett 2005, 727-28, and 2011.

32. Rieff 2002, 57.
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defined in the Preamble to the Statutes of the International Red Cross and Red
Crescent Movement, calls for giving aid “to relieve the suffering of individuals,
solely guided by their needs,” without consideration of other criteria such as “nation-
ality, race, religious beliefs, class or political opinions”—and to “give priority to
the most urgent cases of distress.”>

This discourse permeates many aid NGOs’ websites, printed brochures, audio
and video advertisements, and internal communications. Save the Children, for
instance, was founded in the UK in the aftermath of World War I to literally save
children in Austria and Germany from starvation in the belief that compassion
dictated extending a helping hand to these most “defenseless” among those who
until a few weeks earlier had been the enemies in a bitter war.** Catholic Relief
Services (U.S.) emphasizes that it seeks to help the “impoverished and disadvan-
taged ... based solely on need, regardless of their race, religion or ethnicity.”>
Similarly, World Vision USA sees itself as “serving the world’s poorest” and “most
vulnerable.”*® Even CARE USA emphasizes how its new developmentalist focus
on “underlying causes” and rights is in addition to, rather than instead of, the
focus on “needs” and on serving “the poorest communities in the world,” which
has traditionally been at the organization’s heart.’” In sum, the humanitarian dis-
course is pervasive among aid NGOs.

This “immediate ethical imperative of reducing suffering” has a “sense of
urgency” that allows putting consideration of long-term consequences to the side.*®
It is not just that humanitarian organizations used to assume ‘“that good intentions
[in the provision of assistance] were evidence of good outcomes,”*’ but many con-
sciously reject any criteria other than the “ethic of obligation.”*® The morality of
the aid-givers and hence the intentions are thus central to the humanitarian project
defined by this discourse. Reinforced by the density of interaction among aid NGOs,
this discourse should shape the identity of NGO decision makers, making them
strong candidates to be “principled” actors.*! The content of the humanitarian dis-
course, combined with the behavioral logic of constructivism, yields our “human-
itarian hypothesis™:

HI: The greater the recipients’ objective need, the higher the aid allocation.

33. ICRC 1986 (emphasis added). For a broader discussion, see, for example, Calhoun 2008.

34. See Mulley 2009; and Save the Children 2007, 2.

35. See CRS 2007 and mission statements going back to the 1990s.

36. World Vision 2003.

37. See Barnett 2009, 640—44; Campbell 1990; and McCaston 2005, especially 5-6, 8-9. Quoted
passage: CARE USA 2001.

38. Calhoun 2008, 90.

39. Barnett 2005, 730.

40. See Stein 2008, 134; and Vaux 2001, 79.

41. See Keck and Sikkink’s discussion of networks as “communicative structures” (1998, 3-8,
passim).
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The Development Discourse: Eliminating or Curbing the Root
Causes of Suffering

What we call the development discourse is related to, but analytically quite dis-
tinct from the humanitarian discourse. Motivated by what Weber called an “ethic
of responsibility” or an “ethic of consequences,”*? this discourse also approaches
aid as an altruistic endeavor but has little concern for intentions; it is above all
concerned with outcomes. Here, development NGOs seek a lasting impact on the
“root causes” of suffering, rather than alleviating suffering in the short term. It
implies building an irrigation system and training local stakeholders in operating
that system, for instance, rather than—or in addition to—handing out food aid
when drought destroys the crop. The development discourse implies that aid should
be allocated and assessed as an instrumental strategy to achieve tangible, persis-
tent gains in recipients’ socioeconomic, physical, or political well-being.

This discourse can be found in many aid NGOs, for instance when they describe
their goal as not just relieving the effects of poverty, but also setting the recipients
on a trajectory toward long-term improvements in their human and economic con-
ditions. World Vision USA, for instance, not only talks of prioritizing the neediest
but presents itself as “your partner in enabling the world’s children to realize their
God-given potential by tackling the root causes of poverty.”** And CARE claims
that its programs specifically target children because it “strives to attack the under-
lying causes of poverty through health and education projects.”**

The core ideas of the development discourse imply that the likelihood of effi-
cient use and success are important criteria for aid allocation. This suggests that
an ideal-typical development aid NGO must take not just recipient need into account
but also other factors that bear on the aid’s likely effectiveness and efficiency. A
weak form of this argument suggests that the expected efficacy of aid affects aid
allocation independently of other factors (H2a). A strong form suggests a condi-
tional or “interactive” effect (H2b), where the effect of need is conditioned by
expected efficacy, so that even high need prompts little allocation when the con-
ditions for aid effectiveness are poor, but need has a strong effect where condi-
tions for aid effectiveness are good:

H2a: The more conducive the context in which potential recipients live is to effec-
tive and efficient use, the more development aid they will receive (controlling for,
inter alia, objective need).

H2b: The more conducive the context is to aid effectiveness or efficiency, the more
will recipients’ objective need affect aid allocation.

42. Verantwortungsethik, which he contrasts (as an ideal type) with an absolutist ethic that is not
concerned with consequences, the Gesinnungsethik. See Weber 1988, especially 549-60.

43. See World Vision 2003 (emphasis added); and Whaites 1999.

44. CARE 2004.
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While some elements of the development discourse can be found in virtually all
major aid NGOs, and many aid projects combine short- and long-term elements,
the development discourse has remained contested among aid NGOs (unlike the
comparatively uncontested humanitarian discourse). Many humanitarians reject its
consequentialist logic out of a concern that it might undermine the “ethic of obli-
gation.”* This contestedness leaves us uncertain whether the development dis-
course should be expected to have generated sufficiently widely or deeply shared
norms to guide behavior and thus explain patterns of outcomes.

Suffering Sells: Aid Allocation as a Fundraising Strategy

Very different patterns of private aid allocation are implied by two prominent cri-
tiques of humanitarian and development aid. These critiques have very different
motivations and logics, but both portray aid NGOs as fundamentally similar to
governments (or for-profit firms) in that their aid allocation is ostensibly driven by
the pursuit of goals that have little to do with recipients’ humanitarian needs or
long-term development objectives.

Aid Allocation as a Fundraising Strategy (I): The Cynics

The first critique focuses on individual (mis)leaders of NGOs and questions
whether they faithfully behave as suggested by the altruistic norms officially
espoused by their organizations. Attributing far more selfish motives to them, sev-
eral prominent accounts of disillusioned former NGO staffers portray NGO lead-
ers as seeking to enrich themselves or hiding other motives behind a fagade of
humanitarianism.*® Such views became widespread in the late 1990s and early
2000s: as transnational aid NGOs gained resources, confidence, and power, their
operations also attracted increasing scrutiny. Widespread media reports of sev-
eral cases of outright theft or misuse of donated funds to pay for foreign adven-
tures, “excessive” salaries, or personal “lifestyle enhancement” of an organization’s
senior staff—and reports of activities “outside of the organization’s purview”*’—
created the impression that many NGO leaders care “more about constructing
heroic images of themselves for donors than about the plight of victims.”*® This
cynical view of aid NGOs and their leaders also has considerable support—and

45. Stein 2008, 134. Contestation over the developmentalist approach in the late 1990s and early
2000s is also reported by Rieff 2002 and Vaux 2001. Moreover, at least until the early 2000s, few aid
NGOs had systematic procedures for assessing their effectiveness and impact nor for learning from
successful projects, not even the most “development”-oriented ones; see Savedoff, Levine, and Bird-
sall 2006; and Smillie 1997, 572.

46. See, for example, De Waal 1997; and Maren 1997.

47. Gibelman and Gelman 2004, 370.

48. Barnett and Weiss 2008, 6, discuss this view; they do not adopt it. See also Fremont-Smith and
Kosaras 2003, especially 4.
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is regularly discussed—in the scholarly literature because it fundamentally chal-
lenges (the ideal of ) humanitarianism. Barnett, for instance, notes that among the
approximately 200 ostensibly humanitarian agencies that flooded into Rwanda
and Zaire after the Rwandan genocide, “many [were] simply there to fly the flag
and impress prospective donors.”*

What does this critique imply for aid allocation? Viewing humanitarian and develop-
ment NGOs leaders as the “lords of poverty”>® suggests that resource allocation
will be driven by opportunities to generate even more resources (which can then
be siphoned off). Such a fundraising objective implies that the NGO “must be in
certain areas [to which] the donors are paying attention.”>!

Aid Allocation as a Fundraising Strategy (Il): Institutional
Pathologies and Competition

Equally important is a second critique that aid NGOs fail to achieve the core objec-
tive of development aid. There are two variants: one organizational, the other sys-
temic. Both challenge the idea that aid NGOs’ principled beliefs and nonmaterial
interests cause them to behave differently from other political-economic actors,
without relying on an assumption of selfishness or ill intent of NGO leaders or
staff.? The former variant is grounded in organization theory, which underpins,
for instance, Barnett and Finnemore’s warning that the structure and internal dynam-
ics of international organizations lead them ‘“pathologically” to develop interests
that run counter to their original aims or official mission statements.>* This orga-
nizational logic implies that NGOs, too, will develop “institutional pathologies”
that make them similar to business firms.>* Two pathologies should be particu-
larly pertinent. First, as critics of “managerialism” in corporations have shown,
prestige, power, and opportunities for promotion of subordinates create “a strong
organizational bias” to grow an organization “beyond the optimal size.”> Second,
organizations—including firms, 10s, and NGOs—have been shown to put self-
perpetuation ahead of all else.’® These findings suggest that managers of NGOs,
pursuing their organizations’ growth as an end in itself, might “capitalize upon

49. Barnett 2005, 725. Bob (2002, 40) similarly suggests that NGOs, or at least the successful ones,
are generally willing to transform or repackage themselves to please potential donors.

50. Hancock 1989.

51. Rieff 2002, 330.

52. Concerns that aid might not work, even if perfectly altruistically allocated (for example, Gibson
et al. 2005), deserve serious attention but are beyond this article. We focus on explaining aid alloca-
tion only.

53. Barnett and Finnemore 1999, especially 715-25. For a concise introduction to organization theory,
see Fligstein 2001.

54. Sell and Prakash 2004.

55. See Baumol 1959; Jensen 1986; Marris 1964; and Williamson 1964.

56. This is often invoked to explain why an organization persists even after the reason for its cre-
ation passes. The March of Dimes is the classic example. Sills 1957.
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others’ misery” to secure ever-increasing donations.’” Opportunities for soliciting
further donations should thus be an important consideration in the allocation of
funds.

This hypothesis follows even more powerfully from a systemic perspective, which
posits that humanitarian NGOs behave like revenue-maximizing private-sector firms
because of the context in which they operate. The combination of a large number
of NGOs and finite resources, according to this perspective, creates a structure that
resembles “competitive markets” and forces NGOs to put “organizational survival
and growth” first.’® And while “organizational survival” might also require behav-
ior consistent with the NGOs’ constitutive principles,’ scholars such as Bob posit
that the “hard material truth” always comes first: NGOs generally “depend on
donors” and hence have to be concerned above all with fundraising.®

Cooley and Ron’s work suggests a similarly structure-induced materialist pre-
occupation, specifically by humanitarian NGOs. Their primary concern is that short-
term renewable, competitive-bid contracts, as a way to finance humanitarian or
development work, can introduce or exacerbate destructive competition among
NGOs. The logic underpinning this concern, however, is that competition for
resources generally (and regardless of anyone’s intent) induces a focus on mate-
rial self-interest among such NGOs.®! And as the number of aid NGOs increased
rapidly in the 1990s, and NGOs “stretched the private donor base as far as they
[could],” this materialistic competition should have intensified.5*> Indeed, by the
mid-1990s Wallace observed—in explicit contrast with earlier decades—that “NGO
spokesmen are not above taking a dig or two at other [aid NGOs].”%* If NGO life
is above all a structure-induced scramble for funds, then creating and maximizing
opportunities for fundraising should be an important consideration in NGOs’ allo-
cation of private aid. As Bob writes, “donor preferences exert influence over
[NGOs’] operations, including their choice of aggrieved groups on which to expend

scarce resources.”%*

From Motivations, Incentives, and Constraints to Hypotheses

How might NGOs use aid allocation to maximize fundraising opportunities? Vis-
ibility of their actions and awareness of their specific causes among potential
donors help NGO fundraising. But unlike advocacy NGOs, humanitarian and

57. Dichter 2003, 4-5, 70, 106-8.
58. Prakash and Gugerty 2010, 7, 11. Similarly, see Cooley and Ron 2002; and Sell and Prakash

59. Risse 2010, 289-90.

60. Bob 2010, 137, 139.

61. Cooley and Ron 2002, 31, passim.

62. Smillie 1997, 564.

63. Wallace 1996, 34. See also the similar claim about World Vision by Hancock 1989, 16-17.
64. Bob 2010, 142.
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development NGOs generally have limited opportunities to draw attention to their
already-chosen targets through the kind of daring, made-for-TV actions at which
organizations such as Greenpeace excel. More promising as a general strategy is
to rely on existing media coverage to prime potential donors for the compassion
that “is the basis of fundraising for humanitarian agencies.”® Indeed, many observ-
ers explicitly claim that aid NGOs allocate funds to the places where they expect
donors to want to see them engaged.®® For the large number of small donors
upon which they depend for nongovernmental funding, NGOs mostly look to cov-
erage of the world in the news media to ascertain donor expectations. Even sym-
pathetic observers suggest that humanitarian NGOs “cannot afford to be absent
from a major crisis” if that crisis receives substantial attention in the media: “Fund-
raising, image, and relations with major donors may suffer if an agency is not
seen to be present.”®’ Both critiques of humanitarian and development aid thus
suggests that donor perceptions of need will be a major factor when NGOs decide
where to allocate the aid resources from private contributors. We call this the
allocation-for-fundraising hypothesis:

H3: The greater the (media-driven) donor perception of need, the higher will be
the aid allocation.

Competing or Complementary Hypotheses?

Real sociopolitical actors often pursue multiple goals simultaneously, even if our
analytical ideal types might not allow for it. Our empirical strategy therefore con-
sciously allows for mixed motives. We are, however, not agnostic regarding the
relationship between the hypotheses. We see the weak version of the developmen-
tal explanation (H2a) as largely complementary to the humanitarian explanation
(H1). By contrast, finding significant support for the strong version (H2b) should
imply less support for H1 insofar as responsiveness to need conditional on other
factors is inconsistent with core humanitarian principles. And because the human-
itarian discourse was dominant, whereas the development discourse was contested
during the period analyzed, the former should provide a stronger explanation of
NGO aid allocation than the latter.

Regarding our third hypothesis (H3), aid NGOs ultimately must pursue both
altruistic and material objectives—not just because altruism may be inherently
“impure,”®® but also because even the most altruistic NGO needs resources to do
good, and “people donate only when they are gripped by haunting images.”%® Yet

65. Rieff 2002, 55, quoting an official from Action Against Hunger.

66. Hancock 1989, 15-19.

67. Smillie and Minear 2004, 2.

68. Andreoni 1990.

69. Barnett 2011, 6. Contrary to Bob (2010, 139), NGOs’ potential resources are not finite.
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there may be limits to the compatibility of the fundraising imperative with genu-
ine humanitarian or development objectives. Smillie warns that “an overactive inter-
est in pleasing [the large number of small] ten-dollar donors” has consequences
for NGOs’ ability to achieve humanitarian and development objectives, not least
because it skews which countries receive their attention and funds.”® And if media-
savvy NGOs race from one short-term project to the next in search of highly vis-
ible causes for fundraising purposes,’! it may leave little opportunity for addressing
the genuine and often persistent needs of the poor. Moreover, research in behav-
ioral economics suggests that materialistic considerations or the “market norms”
underpinning H3 can easily undercut and crowd out voluntaristic motivations such
as altruism or other ethical or social norms of the kind underpinning both versions
of H2 and, especially, H1.”? This should make it unlikely to find support for H3
and at the same time for H1 and/or H2.

Empirical Analysis
A New Data Set of Private Aid Allocation

We can conduct a systematic analysis of these hypotheses thanks to a new data
set, which we have constructed through a multiyear data-gathering effort. We started
by identifying four major, intrinsically important issue areas that are closely
connected—humanitarian or development NGOs active in one of them are often
also active in one or more of the others:

* Emergency relief
* Water, sewerage, and sanitation
e Health

e Education

We then conducted surveys among academic and practitioner experts to iden-
tify the “most important” NGOs in each issue area. We limited consideration to
organizations that (1) operate as not-for-profit entities, (2) carry out on-the-ground

70. Smillie 1997, 575, 565. Similarly, Prakash and Gugerty 2010, 15.

71. De Waal 1997.

72. Canonical experiments show, for instance, that people are much less willing to help a stranger
when offered a small amount of money (invoking market norms) than if asked to do so for free (invok-
ing a social norm). This finding—originally obtained in lab experiments with college students—has
been replicated in various settings, including in numerous field experiments among a variety of popu-
lations, suggesting high external validity. See Ariely 2009, 75-102; Bowles forthcoming, chap. 2; Gneezy
and Rustichini 2000; and Heyman and Ariely 2004.
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projects in developing countries, and (3) are U.S.-based, conduct most fundraising
in the United States, or have a U.S. affiliate that allocates funds separately.”

Based on the overlap between the lists the experts gave us for their respective
issue areas, we identified forty-seven operational NGOs that were mentioned con-
sistently by the experts and met the criteria for inclusion in our study, including
many of the largest transnational NGOs.”* We asked each NGO for the total annual
monetary value of resources it had received from private sources. Our data thus
exclude government funds and funds from multilateral agencies. Second, we asked
each NGO for disaggregated financial records specifying the amount allocated to
each recipient country. Forty of the forty-seven organizations (85 percent) sup-
plied us with the requested data in usable form. Each of them is engaged in many
countries; collectively, they have active aid projects in almost all developing coun-
tries. The worldwide total of U.S. private-source humanitarian or development aid
allocated by the NGOs included in our empirical analysis was US$1.612 billion in
2001. This constitutes a very substantial amount of money in the large parts of the
world where many survive on less than $1 a day.”

This original data set allows us to map the aggregate allocation of private
aid for the first time. We calculate (and show in Figure 1) the per capita aid
receipts for the 119 countries categorized by the World Bank as “low-income” or
“lower-middle-income” countries.”® The average (mean) per capita aid receipt for
these countries is $1.09, but as Figure 1 shows, per capita private aid differs
greatly across countries. Across the 119 countries, private aid in 2001 ranged
from zero for Bhutan, Maldives, and the Marshall Islands to a maximum of $9.28
per person for El Salvador, with a skewed distribution and a standard deviation
of $1.56.

Testing the Humanitarian Hypothesis

To test our key hypotheses, we conduct statistical analyses of the natural log of
per capita aid, which gives us a dependent variable with an approximately normal
distribution.”” Our baseline model takes into account, first, the very persistent find-
ing from analyses of governmental foreign aid allocation that larger countries
receive more aid—but at a declining rate’®>—by including recipient country pop-

73. Advocacy NGOs (as well as foundations) were excluded by the second condition. For multi-
national NGOs, we consider funds allocated by the U.S. subsidiary or chapter only (Oxfam USA, MSF
USA, etc.).

74. See the online NGO Sample Appendix.

75. For additional discussion of our NGO sample and focus on 2001, see the online Empirical
Appendix.

76. See the online Country Sample Appendix.

77. Analyses using the total amount of aid per country as the dependent variable yield substantively
equivalent results.

78. See Isenman 1976; and subsequent studies.
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ULATION as a control variable in all models.”” Second, many of the NGOs in our
sample are explicitly motivated by Christian religious beliefs and ethics. Because
much anecdotal evidence (including from our interviews) suggests that overtly
Christian NGOs face greater obstacles establishing even short-term emergency
projects among non-Christian populations,®® we include the share of CHRISTIANS
in the recipient country population.®! Third, preliminary inspection of the data sug-
gested that poor countries in Latin America and the Caribbean receive substan-
tially more aid than poor countries elsewhere, so we include a dichotomous indicator
for whether a country is in LATIN AMERICA or the Caribbean.?? The estimated coef-
ficients for this baseline model suggest that countries in Latin America indeed
receive substantially more per capita private aid from U.S. sources than countries
elsewhere, that countries with more Christians receive more private aid, and that
larger countries receive less private aid per capita.

We operationalize the humanitarian hypothesis—according to which aid alloca-
tion is a function of potential recipients’ need—using several alternative measures
of “objective need.” Our initial measure of objective need is GDP PER CAPITA,®
because it is available for almost all low- and lower-middle-income countries; it is
also the most commonly used measure of recipient need in the broader literature
on foreign aid in political science and economics.?* If the humanitarian hypoth-
esis is correct—namely that NGO aid allocation is a function of recipients’ objec-
tive need—then GDP PER CAPITA should be a statistically and substantively very
significant (inverse) predictor of NGO aid allocation.

Indeed, when we add this measure of objective need to the baseline statistical
model, we estimate a highly statistically significant negative coefficient for it
(Model 1 in Table 1).3 It suggests that the poorer a country’s inhabitants are on aver-
age, the higher is the per capita private aid allocated to that country, supporting the
humanitarian hypothesis. The variance explained by the model (R?) increases from
just under 32 percent for the baseline model to just over 40 percent for Model 1.3

79. Logged, from World Development Indicators (WDI). Available at ¢(http://data.worldbank.org/
data-catalog/world-development-indicators). Accessed 14 May 2012.

80. We excluded a priori organizations for which development work in the early 2000s was primar-
ily a tool for proselytizing/missionary work.

81. Combined share of all Christian denominations in mid-year 2000, from Barrett, Kurian, and
Johnson 2001, 49-825.

82. Among robustness checks, we consider several alternative explanations for this apparent regional
effect; see the online Empirical Appendix.

83. From WDI.

84. See, for example, Kaplan 1975; McKinlay 1979; Maizels and Nissanke 1984; McGillivray and
Oczkowski 1991; Lundborg 1998; and Neumayer 2003.

85. We report Huber-White robust standard errors to be conservative, given mild evidence of hetero-
skedasticity in some of the models, but we also estimated all models with regular standard errors to
make sure our findings do not depend upon this choice: the statistical significance of the estimates
virtually never changes notably; the robust standard error estimates rarely differ from regular standard
errors at anything more than the third significant figure.

86. For the substantive interpretation of the estimated coefficients, see Table 4.
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There is a long-standing debate about the limits of per capita GDP as a measure
of a country’s development level.” Examining alternative measures of recipient
need is particularly important for assessing the robustness of our findings since
previous studies of government aid allocation have found little if any support for
recipient need as a determinant of aid allocation when using measures other than
per capita GDP.®® We consider six alternative measures of recipient need. Since
all of them are highly correlated with per capita GDP (0.47 < |p| < 0.77 in our
sample) as well as with each other (0.43 < |p| < 0.93), we use them separately in
Models 2 through 7.

We first consider the HUMAN DEVELOPMENT INDEX (HDI), from the Human
Development Report of the United Nations Development Program (UNDP). The
HDI combines a purchasing power parity-based index of economic development
with measures of life expectancy at birth, adult literacy, and enrollment ratios in
primary, secondary, and tertiary education. Higher values indicate a higher level
of “human development,” so the estimated coefficient should have a negative sign.
When we use it as our measure of objective need in Model 2, we indeed estimate
a highly significant negative coefficient (p < 0.001).

The PHYSICAL QUALITY OF LIFE INDEX (PQLI) is based on slightly different
components: literacy, infant mortality, and life expectancy at age one (no GDP
component).?” Higher values indicate a higher quality of life, so we expect a neg-
ative coefficient, which is what we find in Model 3 (p < 0.001).

The UNDP reports for many developing countries the percentages of the popu-
lation (1) living on less than $1 per day, (2) living on less than $2 per day, and (3)
living below the local (national) poverty line. These measures of need, used in
Models 4-6, respectively, give a sense of the income distribution and hence the
size of the neediest population. This makes them a good complement to GDP PER
CAPITA, which measures the average level of economic development. Each mea-
sure is statistically significant with the expected positive sign.”

Finally, the UN’s HUMAN POVERTY INDEX (HPI) is conceptually the inverse of
the PQLI. It combines the probability at birth of not surviving to age forty (the
“survival” component), the percentage of adults who are illiterate (the “knowl-
edge” component), and the percentage of the population without access to safe
drinking water, as well as the percentage of children below age five who are under-
weight (jointly considered the “decent standard of living” component of the index).
The HPI uses data collected anytime between 1990 and 2004/2005 and is there-
fore an approximation rather than a precise measure of conditions in 2000 or 2001.

87. See Anand and Sen 1996; and Stiglitz, Sen, and Fitoussi 2009.

88. See, for example, Ball and Johnson 1996, 519-20, 523-5, 527-31; Maizels and Nissanke 1984;
882-83; Neumayer 2003; Schraeder, Hook, and Taylor 1998, 308-9; Thiele, Nunnenkamp, and Dreher
2007; and Trumbull and Wall 1994, 880.

89. Morris 1979. Our data come from Neumayer (2003) who calculated it for a large number of
countries for 2000.

90. The substantially larger coefficient estimated for POPULATION is due to the change in the sample.
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Since higher values indicate greater need, we expect a positive coefficient, which
is what we estimate in Model 7.

In sum, we estimate a statistically (and substantively) significant effect for every
one of the seven measures of objective need on the allocation of private aid. This
provides strong support for the humanitarian hypothesis.

Testing the Development Hypothesis

The development hypothesis posits that aid allocation will be a function of expected
aid effectiveness. We operationalize this hypothesis by drawing on the literature
on government-to-government aid and economic growth.”! Many findings remain
contested in that literature,”” and few governments have a record of systematically
allocating more aid to countries with better institutions or policies,” but most schol-
ars and practitioners seem to agree that aid, if it actually seeks to foster economic
development, should be allocated to the (needy) countries with the least corrupt
governments. Since transnational aid NGOs need at least the acquiescence—and
sometimes the direct support—of political leaders and local officials to carry out
their projects, government corruption in recipient countries might also be an impor-
tant factor in private aid allocation.

For our initial operationalization, we use the most comprehensive measure of
government corruption, from the World Bank’s World Governance Indicators (WGI)
project. The WGI cONTROL OF CORRUPTION (WGI-CC) index measures “the extent
to which public power is [not] exercised for private gain, including both petty and
grand forms of corruption, as well as ‘capture’ of the state by elites and private
interests.”* Higher values indicate less corruption. What we call the weak ver-
sion of the development hypothesis (H2a) posits that, among otherwise compara-
ble potential recipient countries, NGOs prefer the less corrupt ones when allocating
development funds, suggesting a significant positive coefficient for WGI-CC when
it is added in Model 8 (compare to Model 1). The strong version of the hypothesis
(H2b) suggests instead that the level of corruption in a country will condition need’s
effect on aid allocation: the less corrupt a country is (that is, the better its control
of corruption), the greater the effect of objective need should be on aid allocation.
In Model 9, we therefore include WGI-CC in interaction with GDP per capita as
our (initial) measure of (objective) need, then calculate the resulting marginal effect
of need across the range of control of corruption.

Neither version of the development hypothesis finds empirical support in the
initial estimates: WGI-CC as such is statistically clearly insignificant, and it does
not significantly modify the effect of GDP per capita, our measure of objective

91. See IBRD 1998; and Milner 2005.

92. See, for example, Burnside and Dollar 2000 and 2004; versus Easterly, Levine, and Roodman
2003.

93. See Alesina and Weder 2002, especially 1133-35; Neumayer 2003; and Svensson 2000.

94. Kaufmann, Kay, and Mastruzzi 2007, 4. The values are for 2000.
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need: WGI-CC and the interaction term (WGI-CC X GDP PER CAPITA) fail tests for
joint significance in Model 9 (p > F = 0.1469) and their inclusion does not improve
the model fit, suggesting that they do not belong in the model.”

Next, we consider alternative measures of corruption in potential recipient coun-
tries. First, we use the Political Risk Services Group’s “assessment of corruption
within [a country’s] political system”—part of its International Country Risk Guide
(ICRG)—which takes into account not just “demands for special payments and
bribes” by government officials, but also “excessive patronage, nepotism, job res-
ervations, ‘favor-for-favors,” secret party funding, and suspiciously close ties
between politics and business.”® The index is based on the work of ICRG coun-
try specialists and also constructed such that higher values indicate less corrup-
tion. Models 10 and 11 use ICRG’s control of corruption. Then, in Models 12 and
13, we use the Corruption Perceptions Index from Transparency International (TT),
which differs from the previous measures in that it is based on questions about
experienced or perceived public sector corruption from at least three and up to
fourteen different surveys, mostly among local and foreign business practitioners.
Here, too, higher values indicate less corruption.

Neither the ICRG nor the TI measure of (control of) corruption is statistically
significant as such, at least not for the subset of countries for which these mea-
sures exist (see Table 2). Moreover, neither measure conditions the effect of objec-
tive need to a statistically significant extent.”” These findings essentially also hold
when we use other measures of need instead of GDP per capita.”® In sum, govern-
ment corruption in potential recipient countries does not appear to affect U.S. pri-
vate aid allocation systematically, offering no support for either version of the
development hypothesis.

Other political or economic institutions or policies that might affect the expected
efficacy of aid do not appear to significantly affect private allocation decisions,
either: we consider WGI’s and ICRG’s measures of the rule of law, ICRG’s mea-
sure of bureaucratic quality, Burnside and Dollar’s “good policy index,” as well as
the Polity Project’s and Freedom House’s measures of regime type. For none of
these measures do we find a consistent, statistically significant effect in models of
the type shown in Table 2.

Shifting our analytical attention from institutions to political behavior, we also
consider political violence and political instability in potential recipient countries,
which may increase humanitarian need, but make private aid less effective than in

95. See Table 2. We focus on model fit to assess whether including the interaction term and calcu-
lating the marginal effect of need conditional on corruption is warranted. This is not the case here. We
therefore do not show the marginal effects graphs (available from the authors upon request).

96. PRS Group 2010, 2, 4-5.

97. In Models 11 and 13, the continued significance of the objective need measure is obscured by
correlations with the interaction term above 0.54 and 0.61, respectively. There is no gain in model fit
vis-a-vis Model 1 estimated for the same sample.

98. The estimates for all of the models using alternative measures of objective need are included in
the online Empirical Appendix.
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an otherwise comparable stable or peaceful country, endanger NGO aid workers,
and increase the cost of service delivery. On balance, the logic underpinning the
development hypothesis therefore suggests that such events should depress the allo-
cation of private development aid. Specifically, we consider, individually or in com-
bination, several measures of the existence or severity of civil war, internationalized
internal war, and interstate war in aid-recipient countries,” as well as POLITICAL
INSTABILITY, the sum of Banks and Wilson’s event counts of coups, assassina-
tions, general strikes, guerilla warfare, government crises, purges, riots, revolu-
tions, and antigovernment demonstrations.'” No measure of war is significant.
POLITICAL INSTABILITY is the only measure for which we estimate a significant
effect (Model 14 in Table 2). The negative coefficient suggests that it reduces NGO
aid allocation, providing some support for H2a, while objective need remains sta-
tistically highly significant.!°!

Testing the Allocation-for-Fundraising Hypothesis

According to H3, development NGOs are principally driven by a revenue motive
(for individual, organizational, or systemic reasons), and they will use private
aid to maximize future financial inflows. To test this allocation-for-fundraising
hypothesis, we assume that the best means by which NGOs can secure further
private donations is to be seen as active in situations of (seeming or real) need
that get a large amount of public attention. This assumption is firmly empirically
grounded: a number of practitioner accounts claim that it is exactly what NGOs
do.!%? (Below, we also consider alternative ways for NGOs or their leaders to
pursue revenue-maximization.) We use media coverage as our measure of public
attention—consistent with studies of the determinants of U.S., Japanese, and French
government aid allocation.'®3

Our primary measure of media coverage is based on a qualitative content analy-
sis of New York Times (NYTimes) coverage of the low- and lower-middle-income
countries. We also consider TV news coverage (in robustness checks), but focus
on print media and specifically the New York Times, for three reasons. First, numer-
ous studies have shown that both local and regional papers across the United States

99. From the Gleditsch et al. UCDP/PRIO data set “Armed Conflict 1946-2002,” available at ¢http://
www.prio.no/ CSCW/Datasets/Armed-Conflict/UCDP-PRIO/), accessed 14 May 2012; and the Mar-
shall, Gurr, and Harff data set “State Failure Problem Set: Internal Wars and Failures of Governance,
1955-2001,” available at (http://www.systemicpeace.org/inscr/inscr.htm), accessed 14 May 2012.

100. From Arther S. Banks and Kenneth A. Wilson, Cross-National Time-Series Data Archive, avail-
able at (http://www.databanksinternational.com), accessed 14 May 2012.

101. The finding of a significantly lower private aid allocation to countries with political instability/
violence is consistent with H2a but need not be interpreted as conclusive support for the hypothesis,
since the correlation could simply be a consequence of practical difficulties in setting up aid opera-
tions in such countries. There is virtually no support for H2b.

102. See, for example, Hancock 1989, 15-19; Rieff 2002, 299-300, quoting and paraphrasing aid
NGO staffers; and Smillie and Minear 2004, 2-3.

103. See, for example, Eisensee and Stromberg 2007; Potter and Van Belle 2004; Rioux and Van
Belle 2005; Van Belle and Hook 2000; and Ron, Ramos, and Rodgers 2005.
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systematically follow the New York Times as the “newspaper of record” in their
choice of which issues to cover, and hundreds of papers across the country use its
content.'% Moreover, our preliminary analyses showed the New York Times’s cov-
erage of developing countries to be highly correlated with coverage in other major
U.S. papers.'” Second, while more Americans get their news from TV than from
any other source, journalists, scholars, and observers of various political convic-
tions have for many years noted the extent to which the New York Times also sets
the agenda for television newscasts nationwide, especially regarding foreign
affairs.' Third, although the Internet and especially political blogs are an increas-
ingly important source of news for Americans, this trend had barely started in
2001, the year on which we focus in our empirical analysis, and even today print
media, especially the New York Times, remain the primary source of news content.'%’

We coded 25,463 New York Times articles, identified by keyword searches in
Lexis-Nexis using each country’s name(s) as the search term.'”® Each article was
coded for its portrayal of the country: if the story conveyed an image of a place in
need of humanitarian or development assistance, it was rated as contributing to a
perception of “need.” We assigned a “no need” rating if the article portrayed the
country as thriving or otherwise implied that it had little (or decreasing) need of
outside assistance. A “neutral” rating was given to stories that drew attention to
the country without providing substantive information about the human condition.
Approximately 38 percent of the 25,463 articles fell into one of these three cat-
egories. The remaining 62 percent of the stories identified by Lexis-Nexis key-
word searches did not contain any meaningful information about the developing
country in question and were therefore rated “N/A” by our coders.'?

We use the content-coded data of New York Times coverage to create a primary
index of media coverage (as well as four additional measures discussed below). For
the MEDIA COVERAGE INDEX 1, we calculate the balance of “need” minus “no need”
stories over twelve months to arrive at a single summary measure of net neediness
portrayal in the American print media.''? If the allocation-for-fundraising hypoth-
esis (H3) is correct, NGO allocation of private humanitarian and development aid

104. Protess and McCombs 1991.

105. See the online Empirical Appendix for details.

106. See, for example, Dimmick 1974; and Stossel 2004, 4-5. Although the New York Times’s influ-
ence over TV news might have declined vis-a-vis its heyday in the 1970s (Farhi 2008, 22), recent
studies show that New York Times coverage remains highly significant in shaping television news cov-
erage. See Golan 2006, 328-31; and van Belle 2000, 65.

107. See Adamic and Glance 2005, 41-42; and Pew Research Center 2008 and 2010.

108. We were unable to distinguish reliably between the Congo and the Democratic Republic of
Congo; we also excluded Georgia, North Korea, and Serbia and Montenegro since they yielded an
unmanageably vast number of raw hits, suggesting they would have become influential outliers. For
the remaining 114 countries, 25,463 is the number of stories coded.

109. With only three, clearly distinct categories (and N/A), we achieved after a short training period
inter-coder “coefficients of reliability” (Holsti 1969, 140) that were always above 0.9 and mostly between
0.94 and 0.98. Complete coding instructions available upon request. Cross-country differences in the
share of stories without meaningful content underscore the need for content analyses.

110. INDEX 1 is bivariately correlated with, for example, GDP PER CcAPITA at —0.0517.
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should be significantly predicted by this index (with a positive coefficient in the
statistical analyses).

We add the MEDIA COVERAGE INDEX 1 directly to the baseline model, then to
Model 1, and to Model 14, resulting in Models 15—-17. In none of the three models
is the estimated coefficient for media coverage statistically significant by any con-
ventional standard (see Table 3). The index remains insignificant when we add it
to Models 2-7, as well as when we add it to Models 8-13.

TABLE 3. Tests of the allocation-for-fundraising hypothesis

Model 15 Model 16 Model 17
GDP PER CAPITA —0.578%*%* —0.585%*%*
(.142) (.144)
POLITICAL INSTABILITY —0.176**
(0.0854)
MEDIA COVERAGE INDEX | (NYTimes) 0.0619 0.0531 0.0687
(.0754) (.0689) (.0669)
POPULATION —0.302%%* —0.312%%* —0.248%%*%*
(.0783) (.0751) (.0893)
CHRISTIANS 0.585 0.805%* 0.876%*
(.400) (.384) (.361)
LATIN AMERICA 1.27%%* 1.60%%#%* 1.73%#%
(.310) (.310) (.293)
Constant 3.48%#% 7.33%%% 6.08% %%
(1.27) (1.60) (1.85)
N 106 106 106
R? 0.3291 0.4236 0.4477

Notes: OLS estimates with Huber-White robust standard errors in parentheses. * p < .1; ** p < .05; *** p < .01, in
two-tailed tests.

Our analyses thus far yield strong support for the humanitarian hypothesis (H1),
very limited support for the weak version of the development hypothesis (H2a),
and no support for the allocation-for-fundraising hypothesis (H3). We scrutinize
this surprising finding for H3 in greater detail below, but first want to provide a
sense of the substantive significance of our findings, which may not be readily
apparent from the coefficients since the dependent variable is logged.

Assessing the Substantive Effect

Table 4 shows, based on Model 17, the increase or decrease in the specific dollar
amounts of per capita private aid from increasing or decreasing each independent
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variable by one standard deviation while holding the other regressors constant at
their means. Using Tomz, Wittenberg, and King’s Clarify software,!'! we also esti-
mate the 95 percent confidence interval around each of the point estimates.

The estimated per capita private aid for the “average country” with arithmetic
mean scores on all the variables in Model 17 is $1.05. For the 106 countries for
which we have data to estimate this model, the mean logged GDP PER CAPITA is
equal to $748.!"2 An otherwise identical (“average”) country with a level of eco-
nomic development one standard deviation lower than this mean is estimated to
receive an additional 70¢ ($1.75 instead of $1.05) in U.S. private aid per capita, a
67 percent increase. A country with a per capita GDP one standard deviation higher
than the average would receive 41¢ less in per capita private aid (64¢ instead of
$1.05), experiencing a 39 percent decrease. Objective need thus is not just statis-
tically significant but also substantively very significant.

The comparison with the MEDIA COVERAGE INDEX 1 is particularly informative.
Increasing the net number of need-portraying stories in the New York Times by
one standard deviation above the mean of 6 would increase per capita U.S. private
aid by 17¢. However, as indicated by the large standard error estimated for this
variable, there is considerable uncertainty around this point estimate. Allowing
for a 95 percent confidence interval, the actual effect may range from an increase
of 62¢ to a decrease of 17¢. Conversely, a one standard deviation decrease in the
MEDIA COVERAGE INDEX!1 would decrease aid by 13¢, again with much uncer-
tainty around it. The rest of Table 4 can be read accordingly.

Further Tests and Robustness Checks

Extensive additional analyses and robustness checks to further scrutinize these find-
ings are reported and discussed in the online Empirical Appendix that accompa-
nies this article. Here, we can provide only a brief overview. First, we consider
alternative ways in which U.S.-based NGOs might use private aid allocation to
boost their fundraising opportunities. One way to achieve this objective may be to
give systematic preference to countries from which a large number of immigrants
reside in the United States. We find, however, no evidence that immigrants have a
significant effect on the allocation of private aid by U.S. NGOs.

Alternatively or in addition, U.S. aid NGOs might try to obtain more resources
from the U.S. government by allocating private aid in accordance with its prefer-
ences. To examine this possibility, we consider various measures of the U.S.
government’s political priorities: sanctions, governmental humanitarian and devel-
opment aid, military aid, troop deployment (U.S. military personnel stationed
abroad), and six measures of the similarity between the military alliance portfo-
lios of each aid recipient and the United States: Bueno de Mesquita’s “TAu,”; the

111. King, Tomz, and Wittenberg 2000.
112. The raw GDP data are for 2001, expressed in 1995 US$.
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weighted global and the weighted and unweighted regional variants of Signorino
and Ritter’s “S” scores; a dichotomous alliance indicator; and Lake’s composite
index of U.S. security hierarchy (which measures the extent to which a country is
linked to the United States in military and security affairs via troop deployments
and alliance ties). A final possible statist variant of H3 is suggested by recent
research showing a substantial temporary increase in government-source aid when
a developing country serves for two years as a member of the UN Security Coun-
cil (UNSC).

The findings for these ten possible operationalizations of an alternative, more
governmental or statist interpretation of H3—focused on U.S. government
interests—are mixed. The estimated coefficients for official development assis-
tance, military aid, and two measures of common military and security interests
suggest that there is no relationship; the findings for sanctions, military personnel,
and three measures of common military and security interests support the hypoth-
esis at least weakly; the findings for UNSC membership run directly counter to
the hypothesis.

Two additional measures of U.S. interests may be considered further tests of
H3, broadly conceived: the affinity of each country’s UN votes with the votes of
the United States, providing a broad-based measure of cultural and policy affinity,
and the recipient country’s level of trade with the United States, which provides
an indication of commercial stakes in the bilateral relationship. We find that the
former indeed increases the allocation of U.S. private aid, whereas trade actually
decreases it to a statistically significant extent.

In sum, support for alternative operationalizations of the allocation-for-
fundraising hypothesis is at best inconsistent. Some measures of U.S. national
interest appear to have a significant effect on private aid allocation, but other
measures of national interest are insignificant, and U.S. commercial ties (trade)
with developing countries appear to prompt NGOs to allocate systematically
less private aid to those countries. In the aggregate, these mixed findings pro-
vide little support for H3. At the same time, objective need (regardless of how
it is measured) remains statistically and substantively highly significant with
the addition of any of these variables, providing further support for the humani-
tarian hypothesis. The development hypothesis continues to have some support:
political instability (only) is consistently at least weakly significant in all of these
models.

The second extension further scrutinizes our surprising findings regarding media
coverage. Specifically, we first consider four alternative ways of measuring (poten-
tial donors’ perception of) the New York Times’s coverage of developing coun-
tries: an alternative index that weighs the need-suggesting stories more heavily, a
measure of need-suggesting stories only, a summary measure that records all of
the stories with substantively relevant coverage, and the total number of New
York Times articles identified by our initial keyword searches in Lexis-Nexis (“total
raw hits”). In addition, we consider the possibility that media coverage might
affect private aid allocation with a lag, allowing for a lag that ranges anywhere
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from zero to twelve months.'!'®> Combining the resulting thirteen variants of each
of the five measures of media coverage with each of the seven alternative mea-
sures of recipient need leads us to estimate 455 (7 X 5 X 13) regressions. Recip-
ient need remains significant (at p < 0.05) in all 455 regressions (100 percent),
whereas media coverage is significant at the same level in only twenty-seven of
the 455 regressions (5.9 percent).!'

Finally, we code the Vanderbilt TV News Archive’s content summaries of the
three major networks’ major evening newscasts (ABC, CBS, NBC) as well as the
two dominant cable news providers in 2001, CNN and Fox News. This yields five
measures of TV news coverage, which parallel the five print media coverage mea-
sures (again with lags of zero to twelve months, each).!'> When we combine these
measures of TV news media coverage with our seven measures of objective need
in every possible way, objective need again remains consistently significant whereas
TV news is significant in only twenty of the 455 regressions (4.4 percent), and
two of those twenty statistically significant coefficients for TV news coverage have
the “wrong” sign—they suggest that countries with more news coverage get less
private aid. We thus find hardly any support for H3.!'¢

Additional robustness checks include examining numerous alternative explana-
tions for the Latin America effect, such as geographic proximity, analyzing Latin
American and non-Latin American countries separately, considering various other
sample restrictions, and reestimating all models using total aid rather than per cap-
ita aid as the dependent variable. The results strongly confirm the findings reported
here.!"”

Conclusion

This article has presented the first systematic analysis of how humanitarian and
development NGOs allocate funds raised from private sources. Based on detailed
financial records from forty of the most prominent U.S.-based aid NGOs, we have
examined the cross-national allocation of such private foreign aid to projects that
provide or improve education, health care, safe drinking water, sanitation, sewer-
age, and emergency relief in poor countries throughout the world. We have shown
that per capita private aid varies greatly across the countries categorized by the
World Bank as low- or lower-middle-income countries, have deduced three possi-

113. Media coverage with “O months lag” thus refers to coverage from 1/1/2001 to 12/31/2001;
coverage with “1 month lag” refers to coverage from 12/1/2000 to 11/30/2001, etc.

114. See the online Empirical Appendix for details.

115. We use the TV news-based measures instead of, rather than in addition to, the print media-
based measures, since bivariate correlations of the former with the corresponding NY Times—based mea-
sures range from 0.3 to 0.78; most of them are well above 0.6.

116. The objective need measures again remain highly significant.

117. See the online Empirical Appendix for details.
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ble explanations for this variation from major theoretical traditions in international
relations, and have conducted a rigorous statistical analysis of the resulting
hypotheses.

Our findings strongly support what we call the humanitarian hypothesis (H1),
which posits that aid NGOs allocate private aid in accordance with the humanitar-
ian principles that play a prominent role in their discourses. Regardless of whether
we used per capita GDP, the human development index, the share of the popula-
tion living below the poverty line, or any other of seven measures, we have found
recipients’ objective need to be a strong, statistically highly significant predictor
of aid allocation. By contrast, we have found only limited support for what we
call the weak development hypothesis (H2a), according to which conditions con-
ducive to aid efficacy should increase aid allocation by NGOs, ceteris paribus.
Potential recipient countries’ institutional characteristics—such as the level of cor-
ruption or the rule of law—appear to have no effect on aid allocation, but political
instability reduces private aid. We have found no support for the strong version of
the development hypothesis (H2b): the extent to which need determines aid allo-
cation is not conditional upon expected efficacy. Most strikingly, we have found
virtually no support for the primary variant of the allocation-for-fundraising hypoth-
esis (H3) according to which NGOs allocate funds based on media coverage to
use potential donors’ heightened awareness of recipient countries in fundraising
appeals. Neither print media nor TV coverage appears to be a systematic driver of
private aid allocation. Not even a more broadly conceived allocation-for-fundraising
hypothesis finds robust empirical support.

Our work identifies a research frontier for scholars in international political econ-
omy, which is intrinsically important, theoretically interesting, and policy rele-
vant. Private-source humanitarian and development aid, so far little studied by
social scientists, matters substantively: the $1.6 billion per year in private funds
raised in 2001 by the forty NGOs covered by our analysis—25 percent of that
year’s estimated total “economic engagement with developing countries by U.S.
private and voluntary organizations”''"®—amount to $1 per day for more than 4.3
million people. And much less than $1 per day can mean the difference between
life and death in the developing world, where more than 1 billion people suffer
from malnutrition, 1.1 billion have no access to safe drinking water, and millions
die each year from easily prevented or treatable diseases.

This article takes a first step toward a better social-scientific understanding of
private foreign aid. Our findings are cause for cautious optimism but do not con-
clusively show that private aid actually goes to the neediest within the recipient
countries.!'® One important extension of our work will therefore be to conduct
similar studies at the local level. Such research is particularly challenging due to

118. We estimate the 2001 total to have been $6.52 billion, based on Rollins 2006, 15; and Miller
2011, 9-10. NGO-allocated private aid has further increased since 2001.
119. Kapur and Whittle 2010, 1152-53.
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the diversity of local NGO affiliates and the dearth of record-keeping at the local
level,'?° but not impossible: Brass’s detailed study of where NGOs locate projects
within Kenya provides direct project-level evidence of recipients’ objective need
driving allocation at the local level, consistent with the arguments developed here.'?!
Another crucial extension concerns assessing aid effectiveness. It is hardly surpris-
ing that government aid, allocated primarily to serve the donors’ strategic, politi-
cal, and commercial interests, has not alleviated underdevelopment in recipient
countries. If private aid is allocated on the basis of recipient needs, then it has at
least a chance of improving the conditions of aid recipients. Yet, well-intentioned
aid allocation does not guarantee outcomes that benefit the recipients;'?? effects
must be systematically studied rather than assumed.!?

Within theoretical debates in international relations, our findings are consistent
with the position of constructivist scholars that norms guide the behavior of trans-
national NGOs. Others, however, have found that even among scientific experts or
human rights advocates, material interests crowd out professional behavioral norms
or principled motivations'?*—as an important research tradition in behavioral eco-
nomics would also lead us to expect. Rather than debate which of these theoretical
approaches is “right” or “wrong,” we advocate research that seeks to understand
the conditions under which we should see principled beliefs and norms shape the
behavior of actors even in the face of material or structural incentives to violate
them. We conjecture that difficult work under often unpleasant conditions for mod-
est salaries leads to self-selection so that those who make a career in transnational
aid NGOs have particularly strong normative commitments, which are then effec-
tively reinforced by the discursive processes in dense networks, as emphasized by
constructivists. This would explain why aid NGOs appear to be distinctly commit-
ted to humanitarian principles, to the point where such commitments provide a safe-
guard against being crowded out by the fundraising imperative(s) they face.

Does this make private aid allocation a “weak” or “easy” test of our argument?
Not at all. The theoretical logic of an argument implies scope conditions; testing
an argument under conditions where the argument’s logic suggests it should not
hold is useful only if we suspect the argument is overspecified or if we seek to test
alternative explanations that yield observationally equivalent predictions. We expect
the humanitarianism-plus-constructivism logic to provide a good explanation for
private aid allocation precisely because NGOs engaged in health, education, water/
sanitation /sewerage, and emergency relief meet its scope conditions. At the same

120. Barr, Fafchamps, and Owens 2005, especially 663—64, 671; and Boulding 2012.

121. Brass 2012.

122. See Easterly 2006; and Gugerty and Kremer 2008.

123. Several targeted projects to examine or improve the effectiveness of NGO aid projects are
underway (for example, D6chas 2009), but none have yet generated the data to comprehensively assess
whether or under what conditions private aid is effective.

124. See, for example, Biithe and Mattli 2011; Mattli and Biithe 2003; and Ron, Ramos, and Rod-
gers 2005.
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time, private aid allocation is a serious (or what George and Bennett call “tough”)
test of the humanitarianism-plus-constructivism argument because the conditions
under which we might expect alternative explanations to hold—especially the struc-
turally induced and arguably countervailing allocation-for-fundraising logic—are
also present in the realm of these aid NGOs.!?

Nonetheless, it would be particularly valuable for future research to explore this
conjecture systematically by developing broadly comparable measures of the ex ante
strength of discourses or of the relative normative force of social roles for impor-
tant actors in world politics. Such measures would allow systematic comparisons
of the extent to which variation in that strength has behavioral consequences—and
the thresholds beyond which normative commitments are crowded out.!?® To dis-
entangle the importance of social norms and self-selection, another promising ave-
nue for future research would be to study organizations with similar normative
discourses but lower probability that senior staff will have self-selected based on a
strong prior normative commitment. Changes over time, for instance, in the degree
of NGO “professionalization” and corresponding increases in pay and benefits,
might allow such analyses even within aid NGOs.

Finally, our findings speak to the normative assessment of transnational politics.
Given the increasing importance of private aid, questions about aid NGOs’ account-
ability have appropriately been raised by scholars and practitioners. One key issue,
beyond the scope of our analysis, is accountability vis-a-vis the supposed benefi-
ciaries. Another is accountability vis-a-vis NGO donors. Aid NGOs in principle
exhibit what Grant and Keohane call “fiscal accountability”—donors may with-
hold their support if they are dissatisfied with an NGO’s performance—though in
practice this is limited to donors who are well-informed or able to “demand
reports.”!?” Vis-a-vis all others, an aid NGO is more in the position of a trustee than
an agent, which requires the trustee to behave in a principled manner. Our findings
suggest that such trust may generally be justified, at least with respect to the human-
itarian discourse, though norms and identities underpinning principled behavior need
to be reinforced on an ongoing basis, and as our analysis shows, a principled human-
itarian ethic might lead to quite different results than a consequentialist ethic of
responsibility. Private foreign aid thus raises its own normative and ethical questions.
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