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Abstract Among norDAC donors, wealthy Arab states are some of the most prolific

contributors of foreign aid. Despite this, relativetyldi is known about Arab foreign aid. One

' imitation is that the OECD development datab
and AArab agencies, 0 whose respective members
Arab donors are not umifmly transparent about their aid efforts, publicizing some of them while
keeping other donations secret. In this paper, we advance the state of knowledge of Arab foreign
aidin a number of ways. We @fidData to document the trends in reported dongtim

specific bilateral donors (Kuwait, Saudi Arabia, and the United Arab Emirates) and multilateral
agencies (Arab Fund for Economic and Social Development, Arab Bank for Economic

Devel opment in Africa, OPECOG6s Fugaicfor I ntern
Development Bank). Notably, Arab bilateral donors have given less generously over time. We
explore reasons for this decline in Arab aid, including that Arab states have given less as DAC
donors have given more, and that increased domestic sgandionor states has led to lower

aid levels. In addition, we look at the sectoral allocations of Arab bilateral and multilateral
organizations, and compare the aid practices of Arab donors to their DAC counterparts. Finally,

we suggest why an exclusi¥ocus on aid commitments is problematic where Arab aid is

concerned.
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ASSESSINGARAB AID:
TRENDS, EXPLANATIONS, AND UNREPORED TRANSFERS

1. Introduction

Aside fromthe Development Assistance Committee (DAC), Arab statesane othe
most prolific donors of foreign aidOf thenonDAC donors inAidData, Kuwait, Saudi Arabia,
and UAE give the modiilateral development assistan@elson, Powers, and Tierney 2010)
Despite his, analysts of development economics have devoted relatively little attention to Arab
giving. A few recent studies habegun to reverse this neglébleumayer 2003Neumayer
2004; Villanger 2007) Thanks to these works, we know tlsaine practices of Arab donors
differ significantlyfrom those oDAC members, on whomevelopment specialistavefocused
most attention. For example, Arab aid is: more geographicalicentrated, with a majority
donated to other Arab states; less targeted toward the poorest countries, since most goes to states
in the lower middle income bracket; given without conditionality, in terms of economic or
political reforms imposed um regpients; and notablyless transparent than that of other major
donors(Neumayer 2004)

In this paperwe use AidData t@dvance the state of knowledge of Arab aid, while
noting relevant data limitations and making recommendationmfmoving data on Arab aid
moving forward We begin irSection 2wvith an overview of the key Arab donors, including the
Coordination Secretariat, which has brought together the most significant bilateral and
multilateral Arab aid organization®2egarding Arab bilateral donors, we discpssblems
includinglimiteddat reported by national aid organizations, as well as unreported transfers
made by Arab states, which do not go through these organizatio8gction 3we aldress the
fact that Arab bilateral donors have become less generousocehsigeringaid as a peentage
of gross national income (GNI), particularly as their national economies have balthoireyl
the last decadas a result of high oil prices. We consider possible reasons for declining
generosity, includingcompensation for the shortfall in &feral aid by increasingultilateral
contributionsdisplacement of Arab aid lysing aid from norArab donorsandallocation of
funds that could have been used for foreign assistance by Arab donors to thegirogvn
government expenditureSection4d examines the sectoral allocation of Arab aid, finding a
consistent preference for infrastructure projestsich isshared among Arab bikatal and
multilateral donors. When compared W2 \C donors, we find that Arab donors differ
substantially in theectoral profile of their aid. In Section 5, leek ahead and offer
recommendations for improving data that will benefit future studies of Arab aid. Noting that the
reliance on commitment amounts is more problematic for Arab donors than for DAC members,
we advocateif possible nclusion of disbursement data in future iterations of AidD&le also
recommend the expansion of the database to bilateral aid information from other significant Arab
donors, including Qatar, Libya, and Iraq. Section 6 offgbsief conclusion about what we
know about Arab aid.



2. Official Arab Aid: Donors & Transparency
2.1 TheMajor Players in Arab Foreign Aid
The Coordination Secretariat

Based in Kuwait City, the Secretariat of the Coordination Group is an okergrc
structure which facilitates dialogue and cooperation among the major Arab aid organizations.
Existing aid groups broached the need for such an umbrella organization in 1974, and the
Secretariat was established the following year in order to impidweffaciency and maximize
the overall i mpact of Arab aid. The Secretar
significant multilateral donors, as well as bilateral donibrs Jatter ofwhich are sovereign aid
institutions established by some of thajor Arab contributing countrieBelow, we provide
information on each of the members of the Secretariat.

Multilateral Aid Organizatiorns

The Arab Fund for Economic and Social Development (AFESD), established imd874
located in Kuwait Cityplayed a key role in the establishment of the Coordination Group. As the
major multilateral Arab aid organization in existence at that time, AFESD assumed the
organizational duties of the Secretaratd continues to house the Coordination Group and
organizeits meetinggCoordination Secretariat n.d.Jhe AFESD solely gives aid to Arab
countries with the stated purpose of facilitaticgomic and social developmeaswell as
facilitating regional integidon among Arab statdé&rab Fund for Ecoomic and Social
Development 2008)Nith the exception of Comoros, the other 21 members of the Arab League
are all members of the ARD, donating varyingamountso t he organi zati onos
Kuwait and Saudi Arabia are the two largest donor8) thie former contributing slightly more
than the latte(Osman 2009) The projects funded by the AFESD have all been requested by the
governments of the countries in which they are implemented. Ministers of Finance of all
member states sit on t he tisthéyBibpesed paposds of Gov
support forprojects in their own countries. Aid from the AFESD takes the form of concessional
loans and small technical assistance gré@dssnan 2009)

The Islamic Development Bank (IDB) amotherof the keymultilateral donors through
which Arab couries contribute foreign aid. Established in 1975, the organization is
headquartered in Jeddah, Saudi Arabia, and currently consists of 56 membeirstats: to
be a member of the IDB, a country must be a member of the Organization of the Islamic
Corference andnake at least a minimum contributiontoth® Bd s ¢ a.pThaaarisofst o ¢ k
the |1 DB are to finance fAeconomic devel opment
as well as to aid Muslim communities within rovember statedslamic Development Bank
2009, 2) The IDB emphasizes that all of its activities must be conduttaccordwith the
sti pul at iab(slamcdaiv), Whikhaprohibits the collection of interest on all financial

! The Coordination Secretariat indicates that it has five multilateral members. However, there are two organizations
alterratively listed as the fifth member: the Arab Monetary Fund (AMF) and the Arab Gulf Programme for United
Nations Development Organizations (AGFUND). Since both of these organizations appear to be more minor
players, and neither is included in AidData, wadh on these two multilateral groups rather briefly.



transactions. Thus, the IDB extends aid in the form of intérestioans, and charges a service

fee in order to recoup its administrative cdgitamic Development Bank 20100Ithough Arab

states constitute a minority of theembershareholders of the IDB (they number 22 out of 56),

the bulk of funds donated to the coffers of the organization comeAralnmembers. In 2008,

the top 8 shareholders in the I DB funded 81 p
wereArab countries who provided 64.7 percent of the total. The single largest shareholder in the
IDB, by far, was Saudi Arabia (24.4 percent), followed by these other Arab states: Libya (9.8
percent), Qatar (8.6 percent), Egypt (8.5 percent), UAE (6.9 gireed Kuwait (6.5 percent).

The 2 largest norab contributors, Iran (8.6 percent) and Turkey (7.7 percent), round out the

top 8 share holdelgslamic Development Bank 2009,3).

In 1976, the Organization for Petroleum Exporting Countries established a temporary
Special Fund as a cleagimouse for aid that epproducing states were wedlaced to giveas a
result of the skyrocketing of oil prices thagann 1973. In particular, oitrich countriesvere
concerned over increasing bad will hadbbeenr d t he
negatively impactetly oil price increases, and wished to improve their image among these low
income countriegHunter 1984, 56) Four years latethe OPEC Fund for International
Development (OFID)based in Vienndgecame a permanent fixture among multilatardl
organizationgvan den Boogaerde 1991, 2%5eflecting its originsOFID continues today to
stres§i So®sblt h sol i dar it yoabofeahamtingma@opetaiion hetween!| v t he
members of OBC and other developing countries. It also indicates a focus on social and
economic development in particularly lamcome states Most of OFI D6s work
of concessional loans for development projects, balance of payment support, andaraded]
it also provides a modest amount of grdotsechnical assistance, food aid, research, and
emergency humanitarian reli@PEC Fund for International Development 2008, \&hile
OFID is not an Aralonly organization (6 of its 12 current members are Arab states),
contributions fron Arab countriesccountfor approximately 65 percent@FI D6s di r ect
operations accountSaudi Arabia is the largest donor (34.7 percent), and other Arab contributors
include Kuwait (12.5 peent), Libya (6.9 percentyAE (5.7 percent), Qatar (3.1 pent), and
Irag (1.7 percentthese figures reflect paid contributions as of the ered 2008(OPEC Fund
for International Development 2008, 127; based on authors' calculations)

The Arab Bank for Economic Development in Africa (BBR) is unique among the
Arab multilateral organizations in that it has an exclusive focus on channeling aidAsaion
African states. Based in Khartoum, BADEA began its operations in 1975, with a mandate to
provide financial capital and technical assigte necessary for the economic development of
Africa (Arab Bank for Economic Development in Africa 2008, BADEA also promotes Arab
African trade by financindrab exportsto Africa. In the most recent period (2609), BADEA
has offered concessional lodos periods of 180 30 yearsat interest rates ranging from 1 to 4
percent per yedArab Bank for Economic Development in Africa 2010)he organization has
18 Arab membersnd the six highest subscribers control over 90 percent of the shares. They
are: Sadi Arabia (24.5 percent), Libya (16.3 percent), Kuwait (15 percent), Iraq (14.3 percent),
UAE (12.2 percent), and Qatar (8.2 percéAtpb Bank for Economic Development in Africa
2008, 111; based on authors' calculations)



There are two othekrab multilateral donors which have been grouped into the
Coordination Secretariatowever neitheris included in AidData. The Arab Monetary Fund
(AMF) was founded in 1976, is headquartered in Abu Dhabi, and its membership snaliL22
countries in the Arab League. The purpose of the Rutahelp in financing balance of
payments deficits and promatencomitant economic reforms, while fostering closer monetary
cooperation among Arab states with the loeign aim of increasmArab economic integration
(van den Boogaerde 1991, 19)he Arab Gulf Programme for United Nations Dieyegnent
Organizations (AGFUND) was founda@ud 1980at the initiativeof Saudi Prince Talal Bin Atul
Aziz, who continues to be its Direct@eneral. The members of the organization, based in
Riyadh,are the states of the Gulf Cooperation Council: Saudi Arabia, Kuwait, UAE, Qatar,
Bahrain, and OmaArab Gulf Programme for United Nahs Development Organizations
2002, 19) While the initial purpose of AGFUND was to coordinate Arab assistance to the
United Nations, with all projects implemented in tandem with one of 15 UN b@irslen
Boogaerde 1991, 19AGFUND more reently has diversified and workgth other
Ai nternational and regional organi zgwabons, go
Gulf Programme for United Nations Development Organizat2f@®, 4)

Bilateral Aid Organizations

Three of the large#irab donors Kuwait, Saudi Arabiaand the United Arab Emirates)
haveestablishedheir own sovereign fursifor disbursingpilateralforeign aid®* Kuwait was the
trailblazer in this regardstablishing the Kuwait Fund for Arab Economic Development
(KFAED) in 1961. In its early years, the Kuwait Fund provided aid exclusively to other Arab
states, but began to diversify its recipients in the 189d0sby adding aid tmon-Arab countries
KFAED offers aid to recipients in the form of loans at concessional terms, generally from 1.5 to
4 percent interest, but occasionally as low as 0.5 percent for highly indebted poor countries.
Providing aid through concessional loans rather than outrightsgnas yielded an important
benefit for KFAED: the fund no longer depends on the Kuwaiti government for its budget, which
comes from repayments of loans plus interest, supplemented by invegiifastisn 2009)

The Abu Dhabi Fund for Development (ADFD), founded @71, is owned by the
government of Abu Dhabihe largest of the emirates composing the UAE. Its stated goals are
the promotion of sustainable economic development, alleviation of poverty, and provision of
support for regional and international devel@mminitiatives. ADFD provides most of its
assistance in the form of loans, complemented by small grants. The Fund also administers
additional development funddlocatedby the Abu Dhabi governme(bu Dhabi Fund for
Development 2008, 4)

In 1974, Saudi Arabia established the Saudi Fund for IDpreent (SFD), based in
Riyadh. The Fund has two objectives. In the realm of development, the Fund provides loans to
governments of developing countries to finance projects.6S&D e f f o r-regionag andit mu | t i
claims to prioritizdeast developedouintries. A second objective is the promotion of Saudi

%Iraq had a national aid agency, the Iragi Fund for External Development, from 1974 to 1982, at which point the
organization halted its assistance during the-lraq War. While Libya does not have aid agency, it often has
directed project loans through the Libyan Arab Foreign Investment Company, which bears some similarity to a
national aid agencfvan den Boogaerde 1991, 5)



crudeoil exports, whichSFD facilitates through the provision of export credit and insurance.
This latter mission of the SFD is a newer component of its activities, ratified by the Saudi
Councilof Ministers in 1999Saudi Fund for Development 2008, 6)

Overview ofAid from CoordinationGroup Members

According to its records, the organizations of the Coordination Qinaluding the
AMF but not the AGFUNDEngaged in 184 aid projects during 2008, for a total of roughly $5.5
billion in aid activity. Sineinception of theseight member organizationthey report
contributions 0f$90.5 billion worth of aid. &blel illustrates the distribution of development
activity by members of the Coordination Group.the four rows to the right, the numbers at the
top of each cell have been provided by the Coordination Greeigieneratethe bottom figures
usingAidData (which does noincludedata for AMF) Comparing the two sets of figures, some
differences are worth noting. Even without the AMF data, AidPgparts more operations and
aid donated by the members of the Coordination Groap tifie Secretariat itself doe&idData
reports that théDB contributed significantly less in aid than the Secretariat calculates, but in all
other cases AidData reportigher aid numbers for the various Arab multilateral and bilateral
organizations.

Institution Location | Founded Aid Countries | Operations Amount %
from/to | Aided (#) (#) (US$ mil.)
IslamicDev. Jeddah, 1975 olIC/ 56 2,111 26,298.64 | 29.1
Bank (IDB) Saudi Muslims [96] [2,092 [19,8356]1] | [19.5
Arabia
Arab Fund Kuwait 1974 Arab/ 17 525 20,814.32 | 23.0
(AFESD) City, Arab [22] [1,200] [24,945.37] | [24.6]
Kuwait
Kuwait Fund| Kuwait 1961 Kuwait/ 103 769 15,655.27 | 17.3
(KFAED) City, world [108] [1,044] [24,098.23] | [23.7]
Kuwait
Saudi Fund Saudi 1974 Saudi 71 470 8,722.07 9.6
(SFD) Arabia Arabia/ [67] [339] [13,236.62] | [13]
world
OPEC Fund| Vienna, 1976 OPEC/ 107 1187 7,230.19 8.0
(OFID) Austria world [118] [1,930] [11,081.85] | [10.9]
Arab Abu Dhabi, 1976 Arab/ 22 141 5,151.36 5.7
Monetary UAE Arab [n/a] [n/a] [n/a] [n/a]
(AMF)
Abu Dhabi | Abu Dhabi, 1971 Abu 49 160 3,651.24 4.0
Fund UAE Dhabi/ [44] [158] [4,172.80] | [4.1]
(ADFD) world
Arab Bank | Khartoum, 1975 Arab/ 42 451 2,983.52 3.3
for Africa Sudan Africa [46] [845] [4,188.62] | [4.1]
(BADEA)
Totals 5,814 90,506.62 | 100
[7,608] [101,588.09]| [100]

Table 1. Financing igtribution of Coordination Group embers (cumulative through 2008)
Source: (Nielson, Powers, and Tiern@p10; Secretariat of the Coordination Group 2009)




2.2 Transparency of Arab Aid

While Arab multilateral aid organizations generally do an admirable job of documenting
their aid activities, bilateral donors haveen less transparerBarriers to trangarencycome in
two forms: 1) insufficient dta supplied by national aid organizatiamsl 2) additional
unreported transfers by Arab governments which bypass the bilateral organizations. We discuss
each of these in turn.

Problems wittDataSupplied by Mtional Aid Organizations

Data from national aid organizations reflects two deficiencies. First, some Arab bilaterals
do not report reliably on an annual basis. Of the three major Arab bilateral aid organizations,
U A E ABFD displays the least consiatgy. It does not report aid for a full decade from 1988
to 1997, and has a gap again from 2005 to 2@iting a visit to the Abu Dhabi headquarters of
ADFD in August 2009, a representatpmvidedcopies of all of the annual reports she had
availableeAs f or the missing years, for which she s
library repository, she was uncertain as to whether the ADFD had not produced any annual
reports for those years, or simply had not retained copies of refarits credit, he UAE is
displaying determination to improve its data collection and pueliciformation about Emirati
aid. In a step toward achieving these aims, the UAE in 2009 establishEdr#ign Aid
Coordination Offic Al Qahtani 2009)FACO6s charge is daio collect d
governmental and negovernmental aid, and governmental organizations to be included in its
reporting include both ADFD and the Ministry of Presidential Affairs. Hazza Al Qahtani, the

Director General of FACO, indicates that the purpose oftheneaviorig z at i on i s t o fie
profile of the UAE as an international donor and activate the role of the UAE in humanitarian
work in a more systematic and coordinated way

how much it gave out orsic] d o n dquated in ©larte 2009)Regarding Saudi Arabia, over

the period since 1975 for which SFD has reported aid, data is missing for 198012@0@ is
unavailable after 2005. Ku wa mostrediable mt i onal ai
reporting donations. Over the KFAEDOGs period
missing year is 1970.

Second, Arab bilaterals do not report certain types of development aid which DAC
donors routinely report. Debt forgivesgeis an example. None of the three Arab national aid
organizations includes numbers for debt forgiven&ssspite this, there are instances in which
wealthy Arab states have waived debt obligations. Perhaps most notably, the Gulf states used
debt forgveness as an inducement to help persuade fellow Arab states to joinlia US
coalition against Iraq in the first Gulf waAs a leader in the Arab world, the beleaguered Gulf
states were particularly keen to assure that Egypt would join the coalitievetse the Iraqi
invasion of Kuwait. At the time, Egypt was under a heavy debt burden, and #9198 Gulf
states forgave approximately $7 tbiflion of Egyptian deb{Pripstein 1991, 20)Since Arab
bilateral donors do not report debt forgiveness arabAnultilaterals rarely dd AidDatadoes

¥ Among the Arab mltilaterals, AidData indicates one record in which AFESD forgave debt, and four instances in
which BADEA did so. OFID displayed no records of debt forgiveness, and AidData does not currently include
sectoral codes for IDB.



not show any Arab debt forgiveness for Egypt by any Arab damany year.Data for the

Saudi Fund for Development actually indicates thdt99091 it gave araverage annual totaf

only $156 million, compeed with the SFD average annual total over the 1975 to 2005 time

period of $472 million (both figures in USD2000). Not only do the small figures for-2290

leave out debt forgiveness to Egypt, they also neglect the $2 billion grant for Syria thatPreside
GeorgeH. W. Bush reportedly helpesecurefroo¢ t he Saudi s t parti@gpatorour age
in the USled coalition against Irag. This brings us to the second major obstacle in Arab aid
transparency, that of undisclosed donations

Unreported Trarfsrs

A major challenge (or perhaps, hazard) in analyzing Arab aid is the fact that beyond what
they disclose through established institutional channels, Arab governments make additional,
unreported aid transferg.hisis a know phenomenon among schaéNeumayer 2004, 282;
Villanger 2007, 1)confirmed bythose who work in or close to tfield of Arab ad (Hashim
2009; Osman 2009; Shaalan 2010)

Much as unreported transfers seem to be a norm across Arab donors, some governments
appear to utilize them with greatieequency and weight than others. Saudi Arabia stands out in
this regard. According to Ahmed Osman, director of the technical departn=RESD, the
Saudis conduct a major share of their aid activity off the books, through the Ministry of Finance
rather than the Saudi FundAs a result, despite the figures in Table 1, which show aid from
KFAED outstripping that of SFD, Saudi Arabia is reportedly the largest single donor of aid in
the Arab world Osman 2009) Kuwait, by contrast, tends to channel a higher proportion of its
totalad t hr ough KFAED, rendering it a more fAregul
due to the presence in Kuwait of a National Assembly with some real (if limited) ability to
subject the executive branch of the Kuwaiti government to accountabilidyethiless, like the
al-Saud family which holds power in Saudi Arabia, there is no doubt that-8ebahfamily in
Kuwait make unreported aid transfers. As a resalidul Rahman AlSayed Hashim, a regional
manager of the Kuwait Fund (KFAED)as unal# to answer a querggarding theotal annual
aid allocated byhe Kuwaiti governmentThougha senior officialat KFAEDwho has worked
therefor over 20 yeardiashim indicated that heas not privy tahat informationwhich was
held solely by the Kuw# Ministry of Finance(Hashim 2009) As for the UAE, the ADFD is
unusual in that its 200@8 annual report records both its own loans and grants, as well as those
undertaken separayelby the Abu Dhabi governme(bu Dhabi Fund for Development 2008,

38). The aid specified in the report included ADFD loéi9 percentf the annual toty

ADFD grants (3.2 percent), Abu Dhabi government loans (18.4 percent), and Abu Dhabi
government grants (25.5 percenBeyond what the ADFD reporti,certainlyis possible that

the governments of Abu Dhabi anettb AE make additional transfers. Nonetheless, the ADFD
report provides us with a rare and helpful glimpse at bilateral aid allocated apart from national
aid organizations. In particular, it is worth noting that while the vast majority of aid provided by
the ADFD is in the form of loans, the Abu Dhabi government displays a tendency toward grants.

In an aid environment that increasingly has emphasized the importance of transparency,
why do Arab governments continue to make undisclosed bilateral aid tran€fieesfossible
reason pertains to an Arab cultural norm against publicizing certain charitable contributions. A.



Shakour Shaalan, an Executive Director of the International Monetarywfhmts responsible

for casting votes on the IMF Executive Board fa thajority of Arab states, makes the case that
Arab culture plays an important role in unreported transfers. He indicates that when the leader of
a Gulf country gives money to a counterparé country that has been stricken by a

humanitarian disasteannouncingthat charitable gestusould violate a cultural norr(Shaalan

2010) Clearly,this cultural taboa@oes not prevent Arab countries from announcing many of

their aid activities, but it may prompt circumspection in certain instances of giSggpnd,

there is an institutional explanatioMost Arab leaders enjoy a level of executive discretion that
enables them to provide aid in an immediate and personal way. With the ability to issue a check
without many constraints, they simply may not be usedrtsee a need tbroadcasthese

donationgo the international community. Indeed, since such checks have not been processed
through the mechanisms of their national aid organizations, it is not clear through what
institution they would render the ddians transparent. This logic may well apply for leaders of
donor countries which have not established national aid organizations. A third possibility is that
states do not report certain aid transactions because there is something they wish ta hide. Fo
instance, a leader may wish to make a donation which he knows will be unpopular with his
people, due to the identity of the recipient and/or the amount of the gift. Potentially, the recipient
state may not want its people to know of the aid, so theteddhe donor state agrees not to
disclose the aid. In addition, the donor may not want a particular third party, or the international
community as a whole, to know about a particular instance of aid. Irekeéddul Rahman Al

Sayed Hashim of KFAED licates, national aid agencies such as his have a greater charge to
transparency when compared to governments, which preserve their prerogative to keep sensitive
matters secrgR009)

With undisclosed transfers a significant issue, finding a walptoiment or estimate
them would constitute a major step forward in our understanding of Arat\aidn effort n
this direction, weexaminel balance of payments information for Arab donors and their
recipients, checking whether the residual categofynfet er r or s (NE@)Would mi ssi on
reflect regular and substantial debits on the part of donors and credits for reéipi@atsffort,
which we undertook for the period of 1994 to 2088 g IMF datgInternational Monetary Fund
March 200tMarch 2010di d not yi el d a fAsmoki ng admixed o N E C
signs over the years, as did NEO data for donor state Kuwait. Our other two donors were
interesting on grounds of transparency, but mostly because UAE simply does not report NEO
data to the IMF, and Saudi Aralmaly began doing so in 200®verthe 2005 to 2008 period in
which the Saudis have reported NEO numbers, they have been consistently large and negative,
ranging from debits of over $15 billion to almost $35 billion. Solely on the basis of this four
year period, howevewe are unable tdraw any conclusions. While we have more evidence of
lack of financial transparency for major Arab donors (specifically, UAE and Saudi Arabia), we
cannot report any progress in quantifying unreported Arab dié.ufidisclosed nature of a
substantial poron of Arab aid remaina major challenge to those who wish to study this
important topic.

*T.J. Cheng deserves credit tontributing this innovative suggestion.



3. Generosity of Arab Donors
3.1 Generosity Relative to DAC Donors and Trends

One salient question raised in existing workAgab aid is how generous Aralmnors
are, and whether and how their generosity has changed ovdiN#amayer 2004; Villanger
2007) Wefollow the convention of measuriiggener osi t yo as ®@nad di vi de
income (GNI), calibrating the extent of giving by a particular state relative to its income. For aid
figures, we use bilateral donations recorded in AidData, and we calculateitBNVorld
Development Indicator@Vorld Bank 2010) Our datareported in Table 2ndicates that
Kuwait reports the most bilateral aid relative to its GNI of the three rbdgeral dmors. Te
Kuwaitis have been generous by international standands970, the United Nations called on
countries to give a minimum of 0.7 percent of their GNI as official development assistance in
UN General Assembly Resolution 2626 of 24 October 1870t er nat i on all Develoc
Strategy for the Second UniMeentheNast iobns hBe OEICD
Development Assistance Committee (DAC), which does not include Arab states, have not come
close to hitting this markBetween 1975 and 1999, DA®untries reported fivgear averages
of between 0.24 and 0.36 percent for ODA/GNéumayer 2004, 291)By these standards,
Kuwait has been quite generous, while donations by Saudi Arabia and the UAE have been more
similar tothose of average DAC countries.

197579 198084 | 198-89 | 199094 | 199599 | 200604 | 200507
Kuwait 1.80% |1.66% |1.02% |1.84% |1.61% |1.09% |0.56%
Saudi Arabia | 0.50% | 0.20% |0.21% |0.12% |0.28% |0.12% |0.07%
UAE 0.27% |0.59% |0.12% |nl/a 0.24% |0.26% |n/a

Table 2.Generosity of Arab aid as percentage of GNI752007
Souce: (Nielson, Powers, and Tierney20B0nd aut hor sdé cal cul ati ons

Regardimg trends in Arab aid generosity, one important finding is gjesterosity has
declined for two of the bilateral dondrdKuwait and Saudi Arabia since 2000. (A trend is
more difficult to discern for UAE, which is plagued by missing data and displas/s les
predictability in the years for which we do have informatidm.yhe Kuwaiti case, thenost
transparent bilateralonorfor which we have complete data for the full time pertbé decline
in generosity is due almost entirely due te ttemendous jumin K u w a GNI.6Espressed in
current US doll ar s, Kuwaitds GNI increased ap
indicated in Figure 1). During the same per.i
once we account for inflation, thesgures indicate that aid levels have remained relatively flat.
While Kuwait has experienced a substantial increase in prosperity, it has not inteaskd
commitments One reason that reported Kuwaiti aid has remained flat isabatdicated aboye
KFAED no longer receives money from the statstead deriving its budgéiom loan
repayment s, (low) i nterest on concessional | o
GNI, we might expect the state to spend some of its increased wealth condiithuting
additional funds to KFAED. This begs the question: As high oil prices have bolstered the
national wealth of the principal donors of Ar



increased aid in order to maintain their previous legktgenerosity?In the following sections,
we offer some potential explanations.

Kuwait GNI & Aid Commitments (1975=1)

12

10

Y] = === GN| Index

P g Aid Index

Figure 1. Ratio of Kuwaiti bilateral aid commitments and GNI expressed in nominal USD
Source:(Nielson, Powers, and Tierney 200nd aut hor sé <cal cul ati ons

3.2 Bilateral vs. Multilateral Arab Aid

One possibility is that Arab states have mairdd their previous level of generosity,
making up for flat levels of bilateral aglving by donating more money through multilateral
channels.This would be particularly worthy of note, since van den Booga@@f#l, 4)reports
that one of the main characteristics of Arab aid historically is that it has been predominantly
bilateral. In Figure 2, we consider whether a shift has taken pghggalotting the combined aid
of our three bilatal donors (Kuwait, Saudi Arabia, and UAE), as well as the total aid of four
multilateral donors (AFESD, IDB, OFID, and BADEA). Indeed, Figure 2 shows that while
bilateral Arab aid has been fairly consistent since the late Pa&@smitments from multileeral
Arab institutions has risen rather gradually and consistently over the same®peidadkver, the
increasan multilateral commitments is not sufficient to compensate for the decline in generosity
of aid giving. In addition, th#end towardncreasing aid througmuiltilateral institutions began
in the late 1980s and thpsecedeshedip in Arab generosityin the last decade. If Arab donors
were shifting their bilateral giving to multilateral venues, we should expect to see an acceleration

® One exception, the spike in bilateral aid in 1998 is attributable to unusually high aid commitments by the Saudi

Fund for Development, which accounts for approximately $2 billion of the $2.5 billion tot&lefoyear. In the ten

years prior to 1998, SFDb6s average annual commitment w:
$2 billion in 1998 to two recipients: Syria, for a pow
Theydivided the remainder of the aid committed that year among 16 other recipients.

® The two considerable dips in multilateral aid since 1988 are the results of missing data. There are no reported
commitments from the Arab Fund for Economic and Social @gweént in 1995, and none for the OPEC Fund for
International Development in 2001. Assuming that those organizations committed the average amount over the

preceding 10 years for the two years in question, the dip in 1995 would disappear, and the 2@6& dectd be

cut in half.
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in thistrend in the 2000s, during the period t&MI has increased so substantialirom Figure

2, it is clear that there has been no such acceleration. Further, we should bear in mind that other
countries donate to these multilateral aid organizations dge&idwait, Saudi Arabia, and UAE,

which are not solely responsible for the increase in multilateral commitments.

Aid Commitments by Arab Donors (2000USD)
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Figure 2. Arab Aid commitments by multilateral and bilateral institutions, 28006
Source:(Nielson, Powers, and Tierney 20B0nd aut hor sé <cal cul ati ons

3.3 Displacement Effect of N&rab Aid

A second posbie reason that Arab donors have not contributed more of their vast
national incomes to foreign aid is that rarab donors have increased theammitments to
traditional recipients of Arab aid. We find support for this notion that Arab aid has been
dispaced by norArab aid, particularly where Arab recipients are concernéh den
Boogaerd€1991, 4)observed that wealthy Arab states have tended to give a majority of their
aid to ellow Arab countries, and this is still tru©ver the full period from 1973 to 2007, 53.9
percent of Arab aid was allocated to Arab recipients; fro8818 2007, that figure w&®.5
percent(authors' calculations based on Nielson, Powers, and Tierney. 2@K0fFigure 3
indicates, aid to Arab recipienfsom nonArab sources haaways been significant, and indeed,
hasoutstripped reported bilateral aid contributions from Adahors. During the same period of
substantial GNI growth by the Arab donors (since 2002);Armat dorors have sharply
increased their commitments to Arab recipients. In particular, the United States has
compensated friendly regimes like those in Egypt and Jordan since 2003 for their quiet assistance
during the war in IragShulman 2008) Given the surge in donations to Arab recipients from
nontArab sourcest is possible thaf\rab donors have not perceived a need to awertheir aid
to fellow Arabs Aid to Arab recipients from Arab donors has been displaced, and Arab donors
have found other uses for their recently increased wealth: namely, they have spent it at home.

" Of the three major Arab bilateral donors, UAE has given the highest percentage of its aid to fellow Arab states, at
62 percent. Over the same period (12087), the figures for Kuwait and Saudi Arabia are 53.1 and 52.8mierce
respectively.
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Commitments to Arab Recipients (2000USD)
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Figure 3.Commitments to Arab recipients byafirvs. nopArab donors, 1972007
Source:(Nielson, Powers, and Tierney20B0nd aut hor sdé cal cul ati ons

3.4 Increasing Government Expenditures by Arab Donors

A third factor that explains the decline in generosity of Arab donors isviedthy Arab
states haveubstantially increasdtieir governmenéxpenditures. Ipolitical leaders in these
states face increasing opposition, we might expect to see increasing domestic expenditures aimed
at ensuring their political survivéBueno de Mesquita et al. 2003} ertainly, Saudi Arabia
faces internal unrest, particularly from homegrown Sunni extrefmsisidingal-Qaeda on the
Arabian Peninsulayhich claimed responsibility for the May 2003 attacks on a numiber
housing compounds in Riyadh)add s cont ent ed Sa uadppositbhhfroda, coupl
increasinghumbers of Saudi citizens angereddffjcial corruption and demandirtgansparency
(Cordesmarand Obaid 2005, 26284; Hegghammer 2006As a first cut at thguestionof
whether Arab donors have been prioritizing domestic spending for regime suweévakamine
growth in general governmefinal consumption expenditutand compare ito growthin
development assistandeocusing on the case of Kuwait (for which we have the best aata),
find domestic expenditures kia grownmore rapidlyi andbegantheirincreasesarieri than
GNI. By 1981, each of thesmeasures had doubled from its 197Agle During the 1980s,
while GNI remained flat and aid commitments decreased, domestic expenditure doubled again,
to four times thdl975 level. When GNI began to accelerate rapidly in the 2000s, domestic
expenditures also accelerated. Based on theitlistadver the last three decades, development

8 This indicator, obtained from World Development I ndica
government on both individual consumption (O ds and seil
2010) Specifically, individual consumption goods and services include health, howsiregtion, and related

expenditures. Collective consumption services include items such as defense, public safety, environmental

protection.
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assistance commitments do not appear to be sensitive to changes in the size of domestic budgets.

Growth in government expenditures are quite likely a salient part of this picture.

Kuwiat General Government Final Consumption Expenditure,
GNI & Development Assistance (1975=1)
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Figure 4. Ratio of Kuwaiigovernment expenditure, bilateral aid, and GNI (nominal USD)

Sources(Nielson, Powersand Tierney 2010; World Bank 201 ®)n d aut hor s6 c al

3.5Decreasing Arab GenerosityrovisionalConclusions

This study supports previous research findings that bilateral Arab aid efforts are
deceasing Particularly in the last 10 yeard|dieral aid commitments have not kept up with
rapidly increasing GNI in the major Arab donosn increasing emphasis on multilateral aid
can account forane of his decline in Arab generosity. It also appdhes Arab aid habeen
displaced both byan-Arab development assistance and by increasing domestic expenditure.

4. Sectoral Trends in Arab Aid

I n this section, we | everage AidDataods
DAC donors to provide information on the priorities of Arath @iganizations. Further, we look

cul

nec

at whether Arab bilateral and multilateral donors focus their aid in different sectors, and compare

the sectoral breakdown afd byArab andDAC donors.
4.1 What Types dProjects Does Arab Aid Support?

Beginning wth the major Arab bilateral donors (Kuwait, Saudi Arabia, and UAE), we
look at the sectoral breakdowiaid commitments in three 3®ar periods: 19787, 198897,
and 1998007° Figure 5 shows that the aid priorities of tifeArab bilateral donors Isdbeen
remarkably stable over timén each teryear periodinfrastructure projects have dominated the
agenda, with the top three sectors emerging asad3port and storag2) energy generatioand
supply, and 3yvater supplyand sanitation. Not oplhave sectoral priorities remained constant,

° The pie chart fol98897 includes commitments for Kuwait and Saudi Arabia only, since we lack data for UAE
during that period.
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the overall share of total aid devoted to the top three sectors has increased ovehdirtineeel

largest sectors accounted samilar amounts in 19787 and 19887 (approximately0

perceny, but that levehas risen to 67.2 percent in the most recent per@#8-2007. It is worth

noting that the three major Arab bilateral donors are quite similar to each other in terms of their
sectoral preferences. The only difference that stands out is that isttiaemrliest period,

UAEG6s top funding priority was government and
administration) to which it devoted 38.1 percent of its bilateral aid. As a result, that sector

receives the sixthargest amount of Arab bilateraid from 197887, the only period in which

government and civil societg among the top ten sectors in terms of Arab bilateral

commitments.

Arab Bilateral Commitments, 1978-1987
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Arab Bilateral Commitments, 1988-1997
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Arab Bilateral Commitments, 1998-2007
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Figure 5. Sectoral Distribution of Arab Bilateral Aid Commitments
Source:(Nielson, Powers, and Tierney 20B0nd aut hor s 6
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4.2 Arab Multilateral Aid by Sectors

Having explored sectoral allocation by Arab bilateral donors, we turn to the question of
whether Arab multilateral organizations display a different pattern in their aid commitments.
This question is especially important simaaltilateralcommiiments haveutstripped bilateral
ones since the late 198@sd the gap appears to be wider(sge Figure 2) This upsets the
conventional wisdom thatrab states give most of their éadaterally, which would enable them
to maximize the foreign policy leveragey can derive from development assistance efforts.
Delegation theoryHawkins et al. 2006, 12)ffers one reason why donors might increasingly use
multilateralchannels. If the aid priorities of Arab donors have shifted away from-$aaje
infrastructure projects toward more specific social welfare projects (e.g., health and education),
then the turn toward multilateral channels might reflect the increasimgfibof projectrelated
institutional expertise.

Our findings indicate, however, that thectoralpriorities of Arab bilateral and
multilateral aid agencies are largely the saeb multilateral development institutions
allocate the majority of &ir funds tatransport, energy, and watg@ust as Arab national aid
organizations doArab multilateral institutions have further mirrored Arab bilateral agencies by
growing more focused over timés Figure 6 shows, the top threectors accounted fabout
51.8 percendf multilateral commitments from 197B87. That figure grew t®4.2 percent
from 198897 and 67.4 percent frdif8982007. Since sectoral allocatipmvhich is quite similar
among all Arab aid organizations, cannot explain what appe#es an increasing tendency
toward aid provision through multilateral channels, the reason for the apparent move to
multilateral giving remains an open question. It is possible that the trend reflects an increase in
Arab solidarity, though this explanatidlies in the face of the conventional wisdom among
regional specialists who have pointed to increasing Arab fragmentation asai@tnal
identities andstates have strengthen@jami 1978; Barnett 1998; Gause 2003)

16



Arab Multilaterals by Sector, 1978-87
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Arab Multilateral Aid by Sector, 1998-2007
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Figure 6. Sectoral Distribution of Arab Multileral Aid Commitments
Source:(Nielson, Powers, and Tierney 20E0d authos 6 ¢ a |

4.3Comparing Sectoral Allocation among Arab and DAC Donors

Having established thariorities of Arab aid organizations, how does the sectoral
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allocation of these important nd»AC donors compare with those of DAC member countries?
There are certainly salient differences. While Arab donors have focused their aid on

infrastructure, and especially transport, energy, and water (Figures 5 and 6), DAC memiers hav

spent far less on those items and hdeereased their emphasis ingdbaras over time. In both
197887 and 19887, DAC allocated roughly 20 percent of their aid budgets to transport,
energy, and water, and this proportion decreased to 15.1 percent frorfBA®RG&ee Figure 7).
While aid allocation for Arab donors Ieghly concentrated in a few areasd consistent over

time, DAC donors support a much broader portfolio of projegtsch has shifted over the

years™ In the earliest of the three decades covered, the top three sectors were general budget
support, food aid, ahagriculture. In the most recent period, the top sectors were action relating
to debt, government and civil society, and humanitarian@rk major contribution of AidData

By percentage, the single
AidData utilizes the OECECRS purpose codes for DAC donors, and we have combined into a single category those

|l argest

portion
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is to shed light on giving by states outside the DAC. In the case of Arad dtaeclear that
they allocate their aid according to different priorities than DAC mentmers

DAC Aid by Sector, 1978-87
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Figure 7. Sectoral Distribution of DAC Bilateral Aid Commitments
Source:(Nielson, Powers, and Tierney 200nd aut hor sé <cal cul ati ons

5. Looking Ahead: Moving Forward with Arab Aid
5.1 Issues with an Exclusive@&us on ©nmitment ata

One lesson that we have learned from using AidData is that an exclusive reliance on
commitments creates difficulties for the study of Arab dondfge main reason is that Arab
donors have been resolutely immune to norms favenioge numerous, but smaller,
development projects (see Figures 8 and 9, beldw)a result, even when Arab aid data are
complete they reman extremely noisy. Larg&xpensive projects that take a long time to
complete may entail disbursements over almemof years.Assigning the full value of these
projects to one yeas iultimately arbitrary, if ouaim is to measure aid effort over tim&nother
difficulty that results from an exclusive focus on commitments is the inability to measure gaps
between ommitted aid and disbursed ailf.donors tend to make numerous small commitments,
it may be reasonable to assume that this gap is not |Hrgelonor wishes to use aid
strategically, it may fApunisho rec.Thisents by
option makes less sense for donors (including Arab states) that favor largeyaaulirojects.
These countries are more likely to reduce their disbursements of existing commitments.
Countries that make larger, mujear commitments are alscone likely to run into difficulties
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