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(Source:OECD/DAC online)
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Effect on FDI from country i to

Infrastructure effect Rent-seeking effect Vanguard effect
Aid from any country
For infrastructure + - 0
For non-infrastructure 0 - 0
Aid from country i
For infrastructure + - +
For non-infrastructure 0 - +
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1985 1990 1995 2000 2005

France 13% 14% 16% 9% 9%
Germany 11% 11% 11% 9% 9%
Japan 13% 18% 20% 21% 13%
United Kingdom 5% 5% 6% 8% 10%
United States 29% 22% 16% 18% 31%
Total of 5 donors 72% 70% 68% 65% 72%

Source: OECD / DAC online. Shares are computed based on the

amount of foreign aid in constant 2004 US dollars.
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Standard

Description Mean deviation Min. Max.
InFDlI;; Log of FDI stock from country i to 13.821 1.654 9.281 17.888
In ;AID; Log of otal J?id stock from all 15215 1240 12.008  17.243
In ¥, AID_INF; ﬁl‘;rga:tfr;‘;grzigsgcﬁlfgéun viesto] 15039 1240 11936 17115
In ¥; AID_NonINF; ;%fa;’tfra‘;ifrzlgsﬁcﬁlfé’;L‘I’Iftrrlles o] 12827 164 8144 16263
InAID;; Log of aid stock from country i to 12.081 2.910 0 16.677
IAID_INF; oe Ofoﬁﬂ;;oicfofjor infrastructure 1125 3517 0 16395
InAID_NonINF; ;@fg{ﬁ‘:ﬁg?ﬁi‘;ﬁw o 11.014 2994  -0.001  16.032
InGDP; Log of GDP of country i 21.589 0702 20.863  23.026
InGDP; Log of GDP of country j 18.690 1.322 14.871 21.074
InDIST; Log of distance between i and j 8.929 0.560 7.056 9.821
SKDIF; gfgﬁc;v‘;;hf;ﬁ j"f GDP per 2395 0911 0657  4.563
Kaufmannl; Index of the regulatory quality 16.873 3.073 8.490 24.245
Kaufmann2; Sum of 6 indices of governance 16.873 3.073 8.490 24.245
OPEN, ﬁggrfsft?‘z}%lg‘;}fc‘:ﬁ‘;gsjand 69.858 45820 16300  228.875
COMMON,;; Dummy variable for sharing a 0.025 0.156 0 1

common language

Note: Those figures above are based on 640 country-pair observations during the period
1995-2002, although estimation is based on 480 observations during the period 1997-2002 since
lagged variables are used as instruments.
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Dependent variable: log of the amount of FDI stock from country 1 to country j

(1 () 3) 4 6)) (6)
OLS GMM OLS GMM OLS GMM
In Y AIDjj -0.054 0.104 -0.514 0.756 0.093 0.349
(0.051) (0.162) (0.283)+ (0.520) (0.175) (0.443)
In Y AID;; * Kaufmannl; 0.102 -0.178
(0.066) (0.119)
Kaufmannl; -1.250 2.521
(0.954) (1.704)
In Y AID;; * Kaufmann2; -0.010 -0.013
(0.011) (0.027)
Kaufmann2; 0.156 0.145
(0.158) (0.393)
InGDP; 4.765 6.930 4.624 7.312 4.774 6.903
(2.348)* (1.740)**  (2.337)* (1.671)**  (2.350)* (1.710)**
InGDP; 0.872 0.728 0.911 0.663 0.885 0.666
(0.041)**  (0.189)**  (0.044)**  (0.185)**  (0.044)**  (0.161)**
SKDIF;j; 0.755 1.937 0.792 1.404 0.810 1.084
(0.247)**  (0.957)* (0.249)**  (0.856) (0.263)**  (0.768)
SKDIF,-2 -0.185 -0.461 -0.167 -0.351 -0.192 -0.307
(0.046)**  (0.190)* (0.047)**  (0.161)* (0.047)**  (0.144)*
InDIST;; -0.437 -0.439 -0.448 -0.469 -0.456 -0.424
(0.068)**  (0.174)* (0.069)**  (0.181)**  (0.070)**  (0.174)*
No. of observations 480 480 480 480 480 480
R-squared 0.761 0.764 0.762
Hansen J statistic 0.292 0.701 0.824
Arellano-Bond statistic 0.528 0.581 0.467

Note: Standard errors are in parentheses. **, * and + signify statistical significance at the 1%,
5%, and 10% levels, respectively. Year dummies and donor-country dummies are included in all
specifications. GMM estimation is based on the system GMM estimation developed by Blundell
and Bond (1998). P values are reported for the Hansen J and Arellano-Bond statistics.
Description of regressors are as follows: AIDj = stock of foreign aid from country 7 to country j
Kaufmannl; = index of regulatory quality of country j taken from Kaufmann et al. (2006);
Kaufmann2; = sum of 6 indices of governance of country j taken from Kaufmann et al. (2006);
GDPyy = GDP of country 7 (); SKDIF; = measure of skill differences; DIST}; = distance between
country 7 and J.
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Dependent variable: log of the amount of FDI stock from country 1to country j

(D 2 A3) “4) ®) (6)
OLS GMM OLS GMM OLS GMM
In > AID_INF; 0.120 0.129 -0.013 0.106
(0.062)+ (0.189) (0.054) (0.171)
In 3 AID_NonINF; -0.130 -0.058 -0.098 -0.014
(0.032)**  (0.119) (0.027)**  (0.108)
InGDP; 4788 7.312 4.770 7.193 4.771 6.649
(2.312)* (1.686)**  (2.350)* (1.734)**  (2.319)* (1.667)**
InGDP;j 0.827 0.748 0.853 0.758 0.875 0.752
(0.042)**  (0.204)**  (0.042)**  (0.194)**  (0.034)**  (0.179)**
SKDIF;j; 0.294 1.843 0.695 2.137 0.550 2.083
(0.268) (1.028)+ (0.253)**  (0.972)* (0.233)* (1.015)*
SKDIF{ -0.106 -0.444 -0.181 -0.502 -0.139 -0.464
(0.049)* (0.192)* (0.046)**  (0.192)**  (0.046)**  (0.206)*
InDIST; -0.501 -0.482 -0.435 -0.445 -0.484 -0.448
(0.069)**  (0.190)* (0.068)**  (0.177)* (0.068)**  (0.173)**
No. of observations 480 480 480 480 480 480
R-squared 0.769 0.760 0.767
Hansen J statistic 0.515 0.287 0.319
Arellano-Bond statistic 0.556 0.517 0.593

Note: Standard errors are in parentheses.

*k %
’

, and + signify statistical significance at the

1%, 5%, and 10% levels, respectively. Year dummies and donor-country dummies are
included in all specifications. GMM estimation is based on the system GMM estimation
developed by Blundell and Bond (1998). P values are reported for the Hansen / and
Arellano-Bond statistics. Description of regressors are as follows: AID_INFj; = stock of aid
for infrastructure from country 1 to ji AID NonINF; = stock of aid for non-infrastructure
from country 7 to i GDPyy = GDP of country 7 (j); SKDIFy = measure of skill differences;
DIST;;= distance between country 7 and J.
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Dependent variable: log of the amount of FDI stock from country 1to country j

O] 2 A3) “4) ®) (6) (7 ®)
OLS GMM OLS GMM OLS GMM OLS GMM
InAIDj; 0.027 -0.015
(0.020) (0.026)
InAID_INF; 0.060 0.044 0.042 -0.003
(0.021)**  (0.038) (0.016)**  (0.040)
InAID_NonINF; -0.031 -0.050 0.015 -0.040
(0.025) (0.032) (0.019) (0.042)
InGDP; 4.490 4.719 4.489 4215 4.420 4.199 4.664 6.105
(2.355)+  (1.777)**  (2.336)+ (1.516)*¥*  (2.337)+ (1.723)* (2.352)* (1.756)**
InGDP; 0.833 0.686 0.828 0.734 0.824 0.693 0.840 0.819
(0.035)**  (0.138)**  (0.035)**  (0.123)**  (0.035)**  (0.144)**  (0.035)**  (0.152)**
SKDIF; 0.568 1.360 0.425 1.667 0.425 1.429 0.620 2.721
(0.245)*  (0.859) (0.250)+ (0.870)+ (0.250)+ (0.960) (0.242)* (1.113)*
SKDIF} -0.165 -0.301 -0.141 -0.379 -0.143 -0.328 -0.172 -0.582
(0.047)*¥*  (0.178)+ (0.047)**  (0.170)* (0.047)**  (0.190)+ (0.046)**  (0.220)**
InDIST;; -0.414 -0.434 -0.424 -0.452 -0.406 -0.436 -0.420 -0.473
(0.069)**  (0.162)**  (0.070)**  (0.163)**  (0.068)**  (0.164)**  (0.070)**  (0.167)**
No. of observations 480 480 480 480 480 480 480 480
R-squared 0.761 0.765 0.764 0.761
Hansen J statistic 0.140 0.513 0.217 0.242
Arellano-Bond statistic 0.606 0.614 0.583 0.612
*% %

Note: Standard errors are in parentheses.

, *, and + signify statistical significance at the 1%, 5%, and
10% levels, respectively. Year dummies and donor-country dummies are included in all specifications. GMM
estimation is based on the system GMM estimation developed by Blundell and Bond (1998). Pvalues are
reported for the Hansen ¢/ and Arellano-Bond statistics. Description of regressors are as follows: AID; =
stock of foreign aid from country 7to country j; AID_INFj;= stock of aid for infrastructure from country 1 to
J» AID _NonINFy = stock of aid for non-infrastructure from country 7 to 4 GDPy = GDP of country 1 (j);
SKDIF;; = measure of skill differences; DIST;;= distance between country 7 and J.

30



x7 RN EEREIC G 2 2% - RIER ORI R

Dependent variable: log of the amount of FDI stock from country 7to country j

) ()] 3 “4) &) Q) (7 ®
OLS GMM OLS GMM OLS GMM OLS GMM
InAIDpy 0.026 0.013
(0.030) (0.069)
InAIDysh -0.002 0.003
(0.015) (0.023)
InAlDgpg, j 0.007 -0.002
(0.020) (0.033)
InAIDgga 0.004 -0.031
(0.048) (0.112)
InAlDpey -0.163 -0.151
(0.038)**  (0.091)+
InAID_INFpy j -0.047 -0.023 0.020 -0.010
(0.040) (0.077) (0.024) (0.057)
InAID_INFyga j 0.069 0.042 0.010 0.007
(0.023)**  (0.023)+ (0.012) (0.019)
InAID_INFggg | 0.038 0.008 0.007 -0.024
(0.017)* (0.023) (0.017) (0.028)
InAID_INFega 0.095 0.023 0.024 0.019
(0.031)** (0.032) (0.026) (0.042)
InAID_INFpgy -0.089 -0.100 -0.164 -0.150
(0.049)+ (0.086) (0.034)** (0.098)
InAID_NonINFpy 0.069 0.025 0.021 0.047
(0.054) (0.091) (0.032) (0.068)
InAID_NonINFyga -0.095 -0.051 -0.003 -0.003
(0.031)** (0.023)* (0.016) (0.022)
InAID_NonINFgpgg -0.005 0.016 0.015 0.007
(0.019) (0.035) (0.015) (0.045)
InAID_NonINFgga -0.239 -0.153 -0.122 -0.079
(0.051)**  (0.089)+ (0.043)** (0.099)
InAID_NonINFpey -0.016 -0.044 -0.116 -0.088
(0.051) (0.036) (0.035)** (0.042)*
No. of observations 480 480 480 480 480 480 480 480
R-squared 0.773 0.790 0.774 0.777
Hansen J statistic 0.996 1.000 0.979 0.998
Arellano-Bond statistic 0.788 0.902 0.852 0.635

Note: Standard errors are in parentheses. **, * and + signify statistical significance at the 1%, 5%,
and 10% levels, respectively. All control variables used in the benchmark estimation, year dummies,
and donor-country dummies are included in all specifications. GMM estimation is based on the
system GMM estimation developed by Blundell and Bond (1998). P values are reported for the
Hansen o and Arellano-Bond statistics. Description of regressors are as follows: AID; = stock of
foreign aid from country 7to country j; AID_INFj; = stock of aid for infrastructure from country 7 to ;i
AID NonINFj; = stock of aid for non-infrastructure from country 1 to s JPN, USA, GBR, FRA, and
DEU denote Japan, the United States, the United Kingdom, France, and Germany, respectively.
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Dependent variable: log of the amount of FDI stock from country 1to country j

Q) 2 3) “) (5) (6) @) (®)
OLS GMM OLS GMM OLS GMM OLS GMM
InAIDpy j - JPN; 0.859 0.742
(0.074)**  (0.211)**
InAlDysa j - USA; -0.031 -0.112
(0.023) (0.068)+
InAIDgrg,j - GRB; 0.073 0.112
(0.028)**  (0.050)*
InAlDgga j - FRA; 0.094 -0.396
(0.073) (0.286)
InAIDpgy,j - DEU; 0.097 0.071
(0.043)* (0.115)
InAID_INF ey, j - JPN; 0.745 0.747 0.774 0.741
(0.094)**  (0.208)**  (0.065)**  (0.171)**
InAID_INFyga j - USA, 0.080 0.038 -0.010 -0.014
(0.047)+ (0.053) (0.022) (0.044)
InAID_INFggg,j - GRB; 0.082 0.125 0.069 -0.007
(0.024)**  (0.025)**  (0.019)**  (0.101)
InAID_INFgga j - FRA, -0.121 -0.149 -0.034 -0.249
(0.047)* (0.089)+ (0.040) (0.097)*
InAID_INFpgy, j - DEU; -0.040 0.108 0.044 0.181
(0.056) (0.116) (0.037) (0.187)
InAID_NonINF ey j - JPN; 0.117 0.251 0.661 0.697
(0.096) (0.258) (0.073)**  (0.227)**
InAID_NonINFsa j - USA; -0.102 -0.082 -0.035 -0.074
(0.047)* (0.062) (0.024) (0.048)
InAID_NonINFggg j - GRB; -0.017 -0.014 0.044 0.064
(0.031) (0.039) (0.026)+ (0.082)
InAID_NonINFega j - FRA; 0.293 0.213 0.093 -0.305
(0.083)**  (0.158) (0.075) (0.245)
InAID_NonINFpgy j - DEU; 0.127 0.014 0.055 -0.051
(0.058)* (0.053) (0.040) (0.100)
No. of observations 480 480 480 480 480 480 480 480
R-squared 0.817 0.830 0.822 0.798
Hansen J statistic 0.982 1.000 0.995 0.984
Arellano-Bond statistic 0.824 0.834 0.577 0.769

Note: Standard errors are in parentheses. **, *, and + signify statistical significance at the 1%, 5%, and
10% levels, respectively. All control variables used in the benchmark estimation, year dummies, and
donor-country dummies are included in all specifications. GMM estimation is based on the system GMM
estimation developed by Blundell and Bond (1998). P values are reported for the Hansen J and
Arellano-Bond statistics. Description of regressors are as follows: AZID;; = stock of foreign aid from country
1to country s AID_INF; = stock of aid for infrastructure from country 7to j AID _NonINF;; = stock of aid
for non-infrastructure from country 7to s; JPN, USA, GBR, FRA, and DEU= Japan, the United States, the
United Kingdom, France, and Germany, respectively; C7Y; = a dummy variable that is one if source
country 7is CTY.
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Note: Y indicates that the country pair is included in the sample.
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Dependent variable: log of the amount of FDI stock from country 7to country j

(1) (2) 3) ) (5)
GMM GMM GMM GMM GMM
gggﬁfggfﬁemo del Table 4 (2)  Table5(2)  Table6(2)  Table7(2)  Table 8 (2)
Lagged InFDlj; 0.560 0.567 0.594 0.599 0.585
(0.139)%* (0.140)** (0.131)** (0.092)** (0.127)%*
In Y AIDj -0.033
(0.076)
In Y AID_INF; -0.028
(0.083)
In Y AID_NonINF;; -0.021
(0.053)
InAID;; 0.003
(0.019)
InAlDjpy -0.003
(0.032)
InAlDysa, j 0.012
(0.015)
InAlDggeg, j -0.016
(0.019)
InAIDgga, j -0.028
(0.052)
InAlDpey -0.059
(0.042)
InAID;; - JPN; 0.233
(0.114)*
InAID;; - USA, -0.041
(0.037)
InAID;; - GRB; 0.070
(0.037)+
InAID;; - FRA, -0.180
(0.165)
InAID;; - DEU; -0.063
(0.066)
No. of observations 480 480 480 480 480
Hansen J statistic 0.283 0.887 0.227 1.000 1.000
Arellano-Bond statistic 0.032 0.032 0.037 0.053 0.038

Note: Standard errors are in parentheses.

*% %
’

, and + signify statistical significance at the 1%, 5%,

and 10% levels, respectively. All control variables used in the benchmark estimation, year dummies,
and donor-country dummies are included in all specifications. GMM estimation is based on the system
GMM estimation developed by Blundell and Bond (1998). Pvalues are reported for the Hansen o/ and
Arellano-Bond statistics. Description of regressors are as follows: AID;; = stock of aid from country 7to
7 JPN;, USA;, GRB;, FRA;, and DEU;, = dummy variables that is one if country 7is Japan, the United
States, the United Kingdom, France, and Germany, respectively.
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Dependent variable: log of the amount of FDI stock from country 7to country j

(1) (2) 3) ) (5)
GMM GMM GMM GMM GMM
gggﬁfﬁﬁemo del Table 4 (2)  Table5(2)  Table6(2)  Table7(2)  Table 8 (2)
In ¥ AIDj; 0.081
(0.160)
In Y AID_INF; 0.138
(0.192)
In Y AID_NonINF; -0.085
(0.116)
InAID;; -0.009
(0.031)
InAID ey j 0.007
(0.070)
InAlDysh j 0.019
(0.023)
InAlDggg, -0.025
(0.030)
InAlDgga | -0.015
(0.112)
InAlDpey, | -0.175
(0.087)*
InAIDj; - JPN; 0.749
(0.205)**
InAID;; - USA; -0.103
(0.061)+
InAIDj; - GRB; 0.079
(0.050)
InAID;; - FRA; -0.402
(0.256)
InAID;; - DEU; 0.052
(0.101)
No. of observations 480 480 480 480 480
Hansen J statistic 0.197 0.405 0.186 0.994 0.993
Arellano-Bond statistic 0.850 0912 0.887 0.729 0.860

Note: Standard errors are in parentheses. **, *, and + signify statistical significance at the 1%, 5%,
and 10% levels, respectively. All control variables used in the benchmark estimation, year dummies,
and donor-country dummies are included in all specifications. GMM estimation is based on the system
GMM estimation developed by Blundell and Bond (1998). Pvalues are reported for the Hansen o/ and
Arellano-Bond statistics. Description of regressors are as follows: AID;;= stock of aid from country 17to
7 JPN;, USA;, GRB;, FRA;, and DEU; = dummy variables that is one if country 7is Japan, the United
States, the United Kingdom, France, and Germany, respectively. All regressors are first lagged.
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Dependent variable: log of the amount of FDI stock from country 7to country j

(1) (2) 3) ) (5)
GMM GMM GMM GMM GMM
gggﬁfﬁﬁemo del Table 4 (2)  Table5(2)  Table6(2)  Table7(2)  Table 8 (2)
In ¥ AIDj; 0.099
(0.165)
In Y AID_INF; 0.077
(0.179)
In Y AID_NonINF; -0.026
(0.112)
InAID;; -0.023
(0.021)
InAID ey j 0.010
(0.066)
InAlDysh j -0.004
(0.022)
InAlDggg, 0.005
(0.034)
InAlDgga | -0.058
(0.107)
InAlDpey, | -0.141
(0.076)+
InAIDj; - JPN; 0.606
(0.183)**
InAID;; - USA, -0.097
(0.061)
InAIDj; - GRB; 0.123
(0.048)*
InAID;; - FRA; -0.423
(0.306)
InAID;; - DEU; 0.026
(0.110)
No. of observations 480 480 480 480 480
Hansen J statistic 0.245 0.485 0.165 0.997 0.984
Arellano-Bond statistic 0.509 0.550 0.610 0.874 0.677

Note: Standard errors are in parentheses. **, *, and + signify statistical significance at the 1%, 5%,
and 10% levels, respectively. All control variables used in the benchmark estimation, year dummies,
and donor-country dummies are included in all specifications. GMM estimation is based on the system
GMM estimation developed by Blundell and Bond (1998). Pvalues are reported for the Hansen o/ and
Arellano-Bond statistics. Description of regressors are as follows: AID;;= stock of aid from country 17to
7 JPN;, USA;, GRB;, FRA;, and DEU; = dummy variables that is one if country 7is Japan, the United
States, the United Kingdom, France, and Germany, respectively. FDI and aid stock are constructed,
assuming the depreciation rate of 10%.
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