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Abstract 
 
Much of the International Finance Corporation’s (IFC) lending benefits private companies from 
rich countries and supports projects in middle-income countries. Large corporations such as Lidl 
or Mövenpick have received its loans for highly profitable investments. This contrasts to some 
extent with the IFC’s official mandate, which is to finance poverty-reducing projects for which 
private capital is not available on reasonable terms. Investigating a potential driver of this 
mismatch, we argue that some governments can influence the allocation of IFC loans to the 
benefit of private companies in their countries. Using new data for more than 3,000 IFC projects 
over the 1995-2015 period we show that (joint) IFC Board membership of countries where 
borrowing companies are based and of countries where the projects are implemented increases 
the likelihood that these countries receive IFC loans. This has implications for the debate on 
leveraging private-sector investments for development. 
JEL-Codes: F330, F530, F340, F350. 
Keywords: international finance, international bureaucracies, political economy. 
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1. Introduction 

In 2010, the World Bank’s International Finance Corporation (IFC) approved a multi-million credit to 

facilitate the renovation of a five-star Mövenpick Hotel in Ghana’s capital Accra. The project company 

was a fully owned subsidiary of Kingdom Hotels Investments, a global player with operations in 18 

countries, and owned by a Saudi Arabian prince.1 The IFC points out that the project’s development 

impact consists of adding important business infrastructure, creating new jobs, and providing demand 

for local food and non-food supplies. According to the IFC, the project has been a “great success,” 

obtaining most revenue per room in all Accra.2 

Being part of the World Bank Group, the IFC’s official mandate is to “end extreme poverty and 

promote shared prosperity.“3 The IFC is the private-sector arm of the World Bank Group4 and 

according to its Articles of Agreement is supposed to assist – “particularly in the less developed areas” 

– in financing development-oriented private sector projects for which “sufficient private capital is not 

otherwise available on reasonable terms.”5 Given this mandate, the IFC’s provision of financial support 

for a highly profitable luxury hotel seems puzzling. Despite the ongoing global financial crisis at the 

start of the project, it is hard to imagine that private capital would not have been available to finance 

the project, or that other, more obviously development-oriented projects could not have been more 

worthy of the IFC’s support. 

In this paper, we examine the allocation of IFC loans from a political economy perspective. 

Decisions about loans are made by the IFC’s Board of Directors (“Board”), where both the home 

countries of companies implementing its projects (“sponsors”) and the recipient countries of projects 

(“recipients”) are represented. In a nutshell, we expect IFC lending to be affected by the political 

interests of the 25 countries that are directly represented by an Executive Director in the Board. We 

expect these – usually rich – members to use their positions of power to influence the IFC in a way that 

private companies from their countries receive a disproportionate share of IFC lending. 

The IFC has 184 member countries that provide the organization’s paid-in capital of US$ 2.56 

billion.6 It raises the funds for its lending activities primarily in the international debt markets. Due to 

                                                            
1 http://ifcext.ifc.org/ifcext/spiwebsite1.nsf/DocsByUNIDForPrint/D8FCCDDFAFCFB6FF852577E5005E6194? 
opendocument (last accessed December 12, 2016). 
2 http://www.ifc.org/wps/wcm/connect/0a5122004c23a313bf56bfd8bd2c3114/The+Movenpick+Ambassador+ 
Hotel,+Ghana.pdf?MOD=AJPERES (last accessed December 12, 2016). 
3 https://www.ifc.org/wps/wcm/connect/corp_ext_content/ifc_external_corporate_site/about+ifc_new (last 
accessed December 27, 2018). 
4 The Group’s original institution is the International Bank for Reconstruction and Development (IBRD). The Group 
also features the International Development Association (IDA), the Multilateral Investment Guarantee Agency 
(MIGA), and the International Centre for Settlement of Investment Disputes (ICSID). The IBRD and the IDA are 
jointly known as the World Bank. 
5https://www.ifc.org/wps/wcm/connect/corp_ext_content/ifc_external_corporate_site/about+ifc_new/ifc+go
vernance/articles/about+ifc+-+ifc+articles+of+agreement+-+article+i (last accessed December 27, 2018). 
6 Unless otherwise stated, the figures and background information included in the two subsequent paragraphs 
are based on the IFC’s Annual Report 2018 (IFC 2018). 

https://www.ifc.org/wps/wcm/connect/corp_ext_content/ifc_external_corporate_site/about+ifc_new
https://www.ifc.org/wps/wcm/connect/corp_ext_content/ifc_external_corporate_site/about+ifc_new/ifc+governance/articles/about+ifc+-+ifc+articles+of+agreement+-+article+i
https://www.ifc.org/wps/wcm/connect/corp_ext_content/ifc_external_corporate_site/about+ifc_new/ifc+governance/articles/about+ifc+-+ifc+articles+of+agreement+-+article+i
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its high paid-in capital the IFC has a persistent AAA rating and can borrow at prime conditions. The IFC 

does not pay dividends to its shareholders and is exempt from corporate taxes. These benefits are to 

some extent passed on to borrowers, in the form of longer maturing loans or longer grace periods 

compared to market conditions (Te Welde et al. 2007). The IFC issues a variety of bonds like US dollar 

benchmark bonds, themed bonds, and local-currency bonds. In addition to bond issuance, the IFC 

invests its liquid assets to increase its total resources. In 2018, total resources, which consist of paid-

in capital, retained earnings net of designations, and total loan-loss reserves, amounted to US$ 24.7 

billion. 

Over the last decade, the IFC became a major player in development lending. Whereas its 

commitments were as low as US$ 4 billion in the year 2000, the IFC reached a 2018 portfolio of new 

commitments amounting to more than US$ 23 billion for a total of 366 private sector projects in 74 

recipient countries. Reflecting the rise of public-private cooperation in financing for development more 

broadly, this upward trend is likely to continue. In 2018, the IFC’s shareholders endorsed a US$ 5.5 

billion paid-in capital increase that will more than triple the cumulative paid-in capital that the IFC 

received since its inception. Not least because of this capital increase, the IFC projects that it will more 

than double its annual commitments and reach US$ 48 billion by 2030 (IFC 2018).7 The IFC now 

accounts for about one third of the World Bank Group’s total annual commitments of US$ 67 billion 

and is becoming an increasingly important institution within the Group. Its former President Jim Yong 

Kim sees the future of the Group as a broker between private lenders and developing countries, which 

would substantially strengthen the role of the IFC.8 According to Ellmers et al. (2010: 8) “private sector 

finance may even become the new core business of the Bank.” In light of these developments 

understanding the drivers of IFC lending is of vital importance. 

While the IFC might broadly follow its mandate in aiming to promote pro-poor growth,9 we 

also expect its lending decisions to be influenced by its member countries’ own interests. These 

                                                            
7 In the year 2017, this compares to net disbursements of US$ 147 billion in Western bilateral Official 
Development Assistance (ODA), US$ 35 billion in aid from the United States, US$ 25 billion from Germany, and 
US$ 23 billion in (gross commitments of) Chinese development finance. Gross disbursements of selected regional 
development banks in 2017 in billion US$ amount to 12.8 (Asian Development Bank), 8.8 (Inter-American 
Development Bank), 6.8 (African Development Bank), 2.0 (Islamic Development Bank), and 0.04 (Nordic 
Development Fund). See http://www.oecd.org/development/development-aid-stable-in-2017-with-more-sent-
to-poorest-countries.htm for bilateral aid from Western donors, http://www.oecd.org/dac/financing-
sustainable-development/development-finance-data/multilateral-agencies-outflows.htm for data on 
multilateral donors, and Dreher et al. (2017) on China. Last accessed January 2, 2019. 
8 See Jim Yong Kim’s lecture “Rethinking Development Finance” on 11 April 2017 at the London School of 
Economics, http://www.lse.ac.uk/website-archive/newsAndMedia/videoAndAudio/channels/publicLectures 
AndEvents/player.aspx?id=3802.  
9 IFC loans, like other forms of capital, can contribute to pro-poor growth in a multitude of ways. Feeny and 
McGillivray (2016) provide a review of the theoretical and empirical literature and the chapters in Besley and 
Cord (2007) give country examples. For this paper, we are agnostic as to whether the IFC actually achieves this 
goal, but suspect – based on previous literature (Dreher et al. 2018) – that the political motives involved in the 

http://www.oecd.org/development/development-aid-stable-in-2017-with-more-sent-to-poorest-countries.htm
http://www.oecd.org/development/development-aid-stable-in-2017-with-more-sent-to-poorest-countries.htm
http://www.oecd.org/dac/financing-sustainable-development/development-finance-data/multilateral-agencies-outflows.htm
http://www.oecd.org/dac/financing-sustainable-development/development-finance-data/multilateral-agencies-outflows.htm
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members, in turn, can plausibly be expected to represent the interests of private companies based in 

their countries. As in most multilateral organizations, some member countries have more influence on 

the IFC than others. Building on previous literature on the political economy of multilateral 

organizations, we expect more influential governments to exploit their formal and informal influence 

on the organization to use it for their own benefit. As we outline in more detail in Section 2, we have 

two main hypotheses. First, we expect that governments will use their influence individually to secure 

more IFC loans for their country and for companies from their country. Second, we expect recipient 

governments and governments from sponsoring countries whose companies obtain the loans to form 

coalitions and use their joint influence to secure more IFC loans that benefit both of their countries.  

Our measure of influence is a country’s representation on the IFC’s Board of Directors, which 

is in charge of the IFC’s day-to-day business.10 We presume that companies and countries receive more 

loans from the IFC when their interests are represented on the IFC’s Board, i.e., when the government 

of the recipient country or the government of the company’s home country (sponsor) hold one of the 

25 seats. In a nutshell, our expectations are that countries with a seat on the IFC Board will a) have a 

higher likelihood of receiving IFC projects, b) have a higher likelihood that its companies receive an IFC 

project, c) receive more projects that are implemented by its own companies, as for such projects the 

benefits to companies and recipient countries accumulate, and d) receive more joint projects with a 

partner country that also holds a seat on the Board, as sponsor-recipient pairs can cooperate in the 

Board to jointly influence IFC lending. As we describe in more detail below, we have collected new data 

for more than 3,000 IFC projects over the 1995-2015 period to test these hypotheses. 

Our fixed-effects regressions show that representation of a government on the IFC’s Board of 

Directors significantly and substantially increases the likelihood that IFC projects go to its country and 

to companies based in its country. The probability to receive an IFC loan increases by about one fifth 

for countries that get a seat on the IFC Board and is not significantly higher in the years directly before 

or after. This suggests that the observed effects of membership are unlikely to be due to general trends 

that affect a country’s likelihood of receiving a loan and of becoming a member of the Board. We find 

the effect of holding a seat on the Board to become stronger in cases where a project is implemented 

by a company from the recipient country and when both recipient and sponsor countries hold a seat 

on the IFC Board. While seats on the IFC are not allocated randomly, we consider it unlikely that two 

                                                            
allocation of aid potentially reduces its effectiveness for growth. While we do not test this in this paper, we 
discuss it further below. 
10 Throughout the paper we use the term “representation” when we refer to countries that have a national as 
their Executive Director on the IFC Board. While some member countries have their own Director who only 
represents a single country, most members form country groups that have one joint Director, who is a national 
of one of the countries in the group. The Brazilian Director, for instance, currently represents Brazil, Colombia, 
Dominican Republic, Ecuador, Haiti, Panama, Philippines, Suriname, and Trinidad and Tobago. Of course, the 
Executive Director for a group is supposed to represent all countries in the group. 
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countries’ joint representation on the Board is driven by unobserved variables that also affect the 

probability that these two countries collaborate in an IFC project.11  

The paper extends the literature in three dimensions. First and foremost, we show how 

governments pursue the interests of private companies from their countries in international fora by 

influencing how international financial institutions allocate their loans. This has received little 

attention in the literature on international institutions but becomes increasingly important as these 

institutions expand their cooperation with the private sector to leverage private financing for achieving 

development goals.12 Second, we look at the joint influence of country coalitions. The previous 

literature has mostly focused on how individual countries can sway decision-making in international 

organizations. The particular way in which the IFC operates, however, allows us to test whether 

countries also collaborate with one another in order to jointly increase their access to multilateral 

resources. Third, we are the first to investigate the importance of shareholder influence for IFC lending. 

While there is a substantial literature on shareholder influence on other international organizations,13 

the IFC has not yet been considered – perhaps because it only recently became an important global 

actor in development cooperation. 

More generally, our paper speaks to the recent policy debate on leveraging private funding for 

development. The rise of the IFC reflects the surge of private financing in development cooperation 

more broadly. It is an increasingly popular perspective in the global development landscape to consider 

a key role for public resources in leveraging private sector investments; e.g., by using them for 

guarantees to reduce investor risk and for risk-sharing via pooling mechanisms like blended loans, 

syndicated loans and securitization (OECD 2014). Both the Sustainable Development Goals (SDGs) and 

the Addis Ababa Action Agenda (AAAA) emphasize this perspective. According to the AAAA, “[a]n 

important use of international public finance, including ODA, is to catalyse additional resource 

                                                            
11 We also investigate other determinants of IFC projects and find that these projects tend to go to countries that 
are richer and whose economies grow faster. 
12 The two papers that are most closely related to ours are McLean (2017) and Malik and Stone (2017). McLean 
(2017) finds that recipients of World Bank aid preferentially allocate contracts to domestic companies and to 
companies from countries from whom they receive more bilateral aid. In contrast to our paper, hers does not 
speak to the allocation decisions of the World Bank itself. Malik and Stone (2017) provide evidence that IDA and 
IBRD projects involving Fortune 500 companies receive larger disbursements and better evaluations relative to 
their performance, compared to other companies. The paper shows that this effect is limited to Fortune 500 
companies based in the United States or Japan and, in contrast to our paper, does not provide evidence for an 
influence of other companies or countries. More broadly, our paper thus also relates to the literature on 
politically connected firms. This literature typically focusses on individual countries and finds that firms with 
connections to the country’s government receive larger loans (e.g., Khwaja and Mian 2005). 
13 A number of papers have shown that countries that are allied with or important for an international 
organization’s major shareholders receive more of the organization’s loans at more favorable terms (Thacker 
1999, Kuziemko and Werker 2006, Dreher and Jensen 2007, Dreher et al. 2009a, 2009b, Vreeland and Dreher 
2014, Dippel 2015). For the IBRD, the IDA, and the IMF, Kaja and Werker (2010), Morrison (2013), and Malan 
(2016) have shown that country representation on the Executive Boards of these organizations substantially 
increases the size of the loans that countries receive from them. 
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mobilization from other sources, public and private. […] It can […] be used to unlock additional finance 

through blended or pooled financing and risk mitigation, notably for infrastructure and other 

investments that support private sector development” (UN 2015: 27).  

To the extent that the allocation of such funding is shaped by special interests rather than need 

or expected rates of return, an allocation of private funds that benefits some countries and companies 

disproportionally might be less effective in promoting development than commonly thought. After all, 

there is evidence to suggest that political considerations in allocating official aid make the aid less 

effective in raising growth (Dreher et al. 2018). The commercial incentives of the political coalitions 

involved in IFC lending might thus work contrary to the IFC’s goal of promoting economic development 

and poverty reduction. 

The next section introduces our hypotheses and provides descriptive evidence. Section 3 

explains our empirical strategy and section 4 provides the main results. The final section 5 discusses 

implications and concludes. 

 

2. Data and Hypotheses 

Data on IFC Lending 

To investigate the allocation of IFC loans we compile a new dataset on IFC lending. For each IFC loan 

we code its size, the year in which it was approved, the country in which the investment took place 

(“recipient country”), and the home country of the company that received the loan to implement the 

project (“sponsor country”). While data on year of loan approval, loan size, and recipient country can 

be extracted (web scraped) from the World Bank’s individual project websites, the sponsor country 

had to be hand-coded for each individual project. Even though the sponsor company’s location is for 

most projects included in a descriptive text on the website under “Sponsor/Cost/Location” and 

“Project sponsor and major shareholders of project company,” the sponsor company’s ultimate home 

country was not always obvious. For example, the project sheet for the Mövenpick project in Ghana 

mentioned in the introduction shows that the project company is KHI Ghana Limited. Only additional 

online research revealed that this company is a fully owned subsidiary of Kingdom Hotels Investments 

(KHI), owned by Prince Walid of Saudi Arabia. In order to establish a consistent and meaningful coding 

rule of a sponsor company’s home country, we used the location of the company’s headquarters – like 

Saudi Arabia for KHI Ghana Limited. We therefore coded Ghana as the recipient country and Saudi 

Arabia as the sponsor country. Accordingly, we checked the location of every sponsor company for 

each project in an individual online research.14 

                                                            
14 Due to careful hand-coding with individual online research of each sponsor country we consider systematic 
measurement error to be unlikely. Of course, we cannot rule our that we have misclassified some of the projects 
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In total, we were able to collect data on 3,223 IFC loan projects. The total investment sum we 

capture with these data is US$ 101 billion (all values in constant 2010 dollars). Accordingly, the average 

loan in our database has a volume of US$ 31 million. 

The largest share of loan volumes in our data has been committed to companies from the 

United States with 7.8 percent of overall commitments and 4.8 percent of all projects over our sample 

period. In addition to the United States, the other top ten sponsor countries are Brazil, India, Turkey, 

China, Russia, France, Mexico, the United Kingdom, and Indonesia. Overall, companies from these ten 

high- and middle-income countries received almost half (49 percent) of the total investment volume 

in our sample period.15 The largest recipient country is India, with a share of 8.5 percent of total IFC 

commitments over the sample period. The remaining top ten recipient countries are Brazil, Russia, 

Turkey, China, Mexico, Indonesia, Argentina, Colombia, and the Philippines. Appendix A shows the 

shares of projects and loan volumes committed to the 30 largest sponsor and recipient countries.16 

The average country that receives an IFC loan in a given year has a GDP per capita of US$ 4,388 

(median US$ 2,916). About 23 percent of these projects were implemented in low-income countries, 

and 41 percent in lower middle-income countries. The remainder went to upper middle-income 

countries (33 percent) and high-income countries (2 percent). The average sponsor country is richer 

and has a GDP per capita of US$ 13,796 (median US$ 5,150). About 16 percent of these projects were 

sponsored by companies from countries that the World Bank classified as low-income countries and 

31 percent by lower middle-income countries. Companies from upper middle-income countries 

received 30 percent; high-income countries receive 23 percent. Given that the IFC’s overarching 

mandate is to promote economic development “particularly in the less developed areas” (IFC Articles 

of Agreement, Article I) the fact that a relatively large share of IFC loans goes to comparably rich 

countries contrasts to some extent with this mandate. As we argue in the following, one potential 

explanation for this pattern is that IFC loan allocation is not exclusively driven by the IFC’s official 

mandate but also by the interests of its most powerful shareholders and the companies based in their 

countries.17 

                                                            
in spite of these efforts. We have however no reason to assume that the noise that this would introduce would 
not be random, so that the significances we report below would represent lower bounds. 
15 Note that a substantial number of projects in a specific host country are implemented by a company from the 
same country (69 percent of the loan size; 67 percent of the projects). However, in 27 percent of the observations 
with such projects at least one additional project is implemented by a company from another country.  
16 For more details on the IFC’s portfolio see Kenny et al. (2018) and the IFC’s official response to the article 
(summarized in Kenny and Ramachandran 2018). Kenny et al. (2018) provide a descriptive analysis of the IFC’s 
portfolio along several dimensions, such as instruments, sectors, and characteristics of recipient countries. They 
criticize the IFC for its focus on middle-income countries. 
17 We do not claim that this is the only explanation for the fact that many IFC loans go to relatively rich countries. 
An additional explanation, which we do not test in this paper, could be that the IFC also aims to lend to lower-
risk projects in richer countries in order to generate financial returns that can then be used to implicitly cross-
subsidize higher-risk projects in poorer countries. 
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Hypotheses 

We expect that governments will use their influence to secure IFC loans that benefit their economies 

and companies. We also expect them to form coalitions and use their joint influence to further their 

goals. We discuss those expectations in turn. 

We start with the observation that some companies choose IFC loans over alternative funding. 

This is either because they do not have access to alternative funding or because they consider it 

inferior. While interest rates on the IFC’s loans are comparable to market rates, they come with longer 

maturities and grace periods, as well as with technical assistance that is underpriced compared to 

market conditions (Te Welde et al. 2007). Furthermore, companies might expect funding from other 

sources to be more easily available for projects with IFC support, for example because private creditors 

rely on the IFC’s screening of projects or expect preferential political treatment for these projects in 

the recipient country.  

We expect governments of sponsor and recipient countries to pay attention to the interests of 

large companies that are based in and/or are active in their countries. Governments of recipient 

countries are likely to support a loan application to the extent that they are under the impression that 

the implementation of a project depends on the availability of IFC funding. They might expect positive 

effects on employment and growth or merely effects on their reputation for being able to attract IFC 

funding to their country. Lobbying might also play a role. Many companies that receive IFC funding are 

politically well-connected multinationals that spend substantial resources on entertaining good 

relations with governments around the world. Our expectations are similar when it comes to 

governments of sponsor countries. We expect these governments to have an interest in the economic 

success of “their” companies. These companies typically pay substantial amounts of taxes in their 

countries, often employ many voters, and have particularly close political connections to the 

government of their home country. In a nutshell, we expect governments to support IFC loan 

applications that involve their country as a recipient or as a sponsor either as a result of lobbying or 

because they perceive these loans to imply benefits for their country.18  

While we thus assume governments around the world to be in favor of receiving IFC loans for 

their companies and countries, we expect different countries to have different levels of influence on 

IFC decisions. The IFC’s day-to-day business is overseen by the Board of Directors. The Board consists 

                                                            
18 The literature on international organizations pays less attention to the motives and lobbying activities of 
private companies compared to the direct interests of governments, though there is some evidence of lobbying. 
In addition to McLean (2017) and Malik and Stone (2017), which we introduced above, Broz and Hawes (2006) 
focus on banks and show that countries with larger exposure to U.S. banks are more likely to receive IMF 
programs and larger loans. They attribute this to the banks’ influence over U.S. politicians and the politicians’ 
power over the IMF. Broz (2008, 2011) shows that U.S. commercial banks hold some sway over how U.S. congress 
legislates the IMF.  
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of the World Bank President and 25 representatives of the IFC’s member countries.19 The six countries 

with the largest paid-in capital each appoint their own Director.20 The remaining Directors are elected 

by groups of countries21 and have the final say over the vote of the country group they represent.22 

This gives some countries substantially more formal and informal power over the IFC’s decisions than 

others. For example, the United States – by far the IFC’s largest shareholder – has its own Director and 

is in charge of almost 21 percent of the votes. For comparison, Ethiopia, a country with more than 100 

million inhabitants, has 0.03 percent of the votes and, along with 21 other countries, is currently 

represented by the Ugandan Director, who controls the 1.31 percent of the joint voting power of this 

group of 22 countries.23 

We follow previous work and use a country’s representation on the Board of an international 

organization as a measure of its influence over the organization.24 Though formal voting over the IFC’s 

lending decisions is rare and proposals are typically not voted down, Board decisions require a majority 

of Directors and at least half of the total votes.25 We expect IFC staff preparing the loans to anticipate 

which projects will find support in the Board such that loans that favor countries whose interests are 

directly represented on the Board will be more likely to be put forward. Such “preemptive obedience” 

by World Bank staff can give rise to political biases even in the absence of any direct major power 

intervention (Lang and Presbitero 2018).  

In addition to formal power deriving from the voting weight of a country, we also expect 

informal influence in the IFC’s decision-making to matter. The importance of informal channels for 

                                                            
19 Formally, the IFC’s highest decision-making body is the Board of Governors. The Board of Governors, however, 
“has delegated all powers to the Executive Directors except those mentioned in the Articles of Agreement. These 
powers include: Admit and suspend members; Increase or decrease the authorized capital stock; Determine the 
distribution of the net income of the Bank; Decide appeals from interpretations of the Articles of Agreement by 
the Executive Directors; Make formal comprehensive arrangements to cooperate with other international 
organizations; Suspend permanently the operations of the Bank; Increase the number of elected Executive 
Directors; and Approve amendments to the Articles of Agreement.” 
http://www.worldbank.org/en/about/leadership/governors (last accessed, December 20, 2018). 
20 That is, China, France, Germany, Japan, the United Kingdom, and the United States.  
21 The exception is Saudi Arabia whose vote share is large enough to “elect” its own Director. The Director 
nominated by Russia represents the votes of only one additional country, Syria. 
22 A member’s voting weight is determined by its paid-in capital. More specifically, each share of the IFC’s capital 
stock comes with one vote. In addition, 5.55 percent of the total votes are shared as basic votes by all members 
equally. 
23 The World Bank Group provides details on the voting weight of IFC Executive Directors at 
http://pubdocs.worldbank.org/en/371981541106485188/IFCEDsVotingTable.pdf (last accessed December 20, 
2018). Vreeland (2011) provides a detailed account of how voting blocs are formed. 
24 These types of political influence have received particular attention for the International Monetary Fund, the 
International Development Association, and the International Bank for Reconstruction and Development (Kaja 
and Werker 2010, Morrison 2013, Malan 2018). We expect the same mechanisms to hold for the IFC. The 
governing structure of the IFC is very much in analogy to that of the IMF, and the other World Bank Group 
institutions. To the extent that the other institutions of the World Bank Group are receptive to shareholder 
influence, there is little reason to expect this influence to be absent from IFC lending.  
25 Voting records are not publicly available, so that an analysis at the vote-level is impossible. 

http://www.worldbank.org/en/about/leadership/governors
http://pubdocs.worldbank.org/en/371981541106485188/IFCEDsVotingTable.pdf
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international organizations’ decision-making has been pointed out by Stone (2011, 2013), Koremenos 

(2013), and Lang and Presbitero (2018) among others.26 Irrespective of the actual voting power, the 

mere presence in the Board can increase a government’s informal influence by enhancing its access to 

information about Board discussions and by making the country’s voice heard. Furthermore, the 

boardroom culture created by frequent meetings within the same group of decision-makers can lead 

to the Directors engaging in logrolling behavior (Kaja and Werker 2010). The Board is thus likely to be 

supportive of loans that are in the interest of a specific Director, who in turn supports loans in the 

interest of other members of the Board.  

Power over international organizations is sometimes also measured more indirectly.27 One 

widely used proxy for the political influence of a country is its temporary membership on the United 

Nations Security Council (UNSC). UNSC members have clout with major powers for exactly their two 

years of temporary membership, given that powerful governments care about UNSC voting of minor 

powers (Kuziemko and Werker 2006, Vreeland and Dreher 2014, Mikulaschek 2018). Previous research 

suggests that UNSC members can exploit their temporary leverage to ask the World Bank’s major 

shareholders to support their loan applications (Dreher et al. 2009b, 2018). Compared to seats on the 

IFC’s Board this proxy for a country’s power has advantages as well as drawbacks. Its main benefit is 

that UNSC membership is restricted to two-year terms, and holding a seat is unrelated to variables 

that are correlated with need for loans (Dreher et al. 2014). A correlation between the timing of UNSC 

membership and IFC loans for reasons other than political influence on the IFC is thus unlikely. On the 

downside, the effects of UNSC membership are more indirect, as it is not temporary members 

themselves that are in a position to influence the IFC directly. Instead, shareholders of the IFC could 

sway decisions to approve loans on their behalf. Establishing a robust effect of UNSC membership 

should thus be more difficult compared to the more direct effect of holding a seat on the Board. 

Accordingly, we focus on the direct effect of membership on the IFC’s Board in our main analysis, but 

provide evidence on the indirect effects of UNSC membership in Appendix J. 

The dyadic nature of our data allows us to test hypotheses beyond the effects of a country’s 

membership alone. Quite naturally, we presume that governments are most supportive of project 

applications that benefit their country most. About 65 percent of the IFC projects that a country 

receives are implemented by companies from that same country. In these cases, the benefits that 

                                                            
26 Parízek (2017) shows that powerful states are over-represented among the staff of international organizations’ 
secretariats, which facilitates the exercise of informal power over them. Also see Novosad and Werker (2018). 
27 See Aldenhoff (2007), Kuziemko and Werker (2006), Dreher et al. (2008), Kaja and Werker (2010), Fratzscher 
and Reynaud (2011), Vreeland and Dreher (2014), Dippel (2015), Kilby (2011, 2013, 2015), Kersting and Kilby 
(2016, 2019), Malan (2018), and Lang and Presbitero (2018). For a broader overview of the literature on the 
political economy of international organizations see Dreher and Lang (2019). 
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governments might see in IFC projects for companies and recipient countries accumulate. We would 

thus expect governments to particularly favor such projects.  

When it comes to projects implemented by a company from a different country, the recipient 

government and the sponsor government have incentives to cooperate. To the extent that both of 

them benefit from an IFC project they further their joint interests by jointly influencing the allocation 

of IFC loans. When the governments of two countries use their influence in the IFC Board we expect 

them to be more effective compared to the influence of just one of them. We thus hypothesize 

membership on the Board of the IFC to result in more projects if these involve other members of the 

Board as partner. As these projects benefit two members of the Board they are more likely to be 

approved compared to projects that benefit no or just one particular Board member. 

In summary, we expect that countries with a seat on the IFC Board will a) have a higher 

likelihood of receiving IFC projects and b) have a higher likelihood that its companies receive an IFC 

project. Furthermore, at its time of membership on the IFC Board, we expect a country to c) receive 

more projects that are implemented by its own companies, and d) receive more joint projects with a 

partner country that also holds a seat on the Board. 

Descriptive Evidence 

Our main explanatory variable of interest is a country’s membership on the IFC’s Board of Directors. 

We code a binary variable (Board) indicating whether or not a country was represented on the Board 

in a given year relying on information from the World Bank’s Annual Reports.  

Of the countries without a seat on the IFC Board 31 percent see the start of an IFC loan in a 

given year.28 For those with such a seat the likelihood is 39 percent. When examining the countries 

where sponsor companies are based in we find a larger difference. Governments without a seat in the 

Board have a 29 percent chance to see the start of an IFC-supported project for a company based in 

their country. For governments with a seat on the Board this figure is at 58 percent. 

While these statistics can be considered a first indication of an association between IFC Board 

membership and IFC loan allocation, countries on the Board differ from those off the Board in many 

regards. In Figure 1 we therefore focus on countries around their time on the Board. We plot the mean 

number of approved IFC projects for countries that serve on the IFC Board (in the same year t), for 

countries that will serve on the IFC Board within the next four years (t-4 to t-1), and for countries that 

did serve on the Board in the past four years (t+1 to t+4). As can be seen from the full sample shown 

in the upper left graph, countries that will serve on the IFC Board in the subsequent four years receive 

on average fewer than one IFC project per year. As soon as countries start serving on the Board this 

                                                            
28 As in all regressions that follow below, we exclude all countries with permanent representation during the 
years of our sample. 
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number jumps to almost two projects per year. After countries leave the Board the number declines 

again. When looking at the number of projects that a country “sponsors” rather than at the projects a 

country “receives” the pattern is similar (see upper right graph). As this similarity in the upper graphs 

might partly be due to the fact that many countries are both sponsor and recipient for a given IFC loan, 

the figures in the lower panel exclude these countries. They show the same patterns as the upper 

graphs. 

 

Figure 1: Number of IFC projects for countries entering and leaving the IFC Board  

Panel A: All projects 

 
 

Panel B: Only projects where recipient is not sponsor 

 
 

Next, we examine the likelihood that a country pair, consisting of a recipient and a sponsor, 

jointly receives an IFC loan. As the horizontal line in Figure 2 shows, the unconditional likelihood that 

a given country starts a joint IFC project with another country in the sample in a given year is 0.06 
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percent.29 The first bar in the figure shows that this likelihood is at 0.03 percent if none of the two 

countries serves on the Board. It is substantially higher (0.16 percent) if one of the two countries serves 

on the Board. As the third bar indicates, it is still larger if both recipient and sponsor country serve on 

the Board: In a given year, 0.59 percent of the sponsor-recipient pairs that are jointly represented on 

the board start a joint IFC project.30  

 

Figure 2: IFC projects for country pairs  

 
These patterns are in line with our expectations. They could be due to the ability of countries 

to influence the IFC’s loan allocation in their favor at times they serve on its Board of Directors. As this 

descriptive way of looking at the data, however, does not allow to examine whether other factors are 

responsible for this association, we turn to more rigorous regression analyses below. 

 

3. Empirical Models 

We employ various sets of empirical models to test our hypotheses. We start with a model at the 

recipient-year level, proceed with regressions at the sponsor-year level and conclude with regressions 

at the sponsor-recipient-year level. 

                                                            
29 This figure excludes dyads consisting of two identical countries in addition to excluding members that always 
serve on the Board. 
30 Note that this probability is also larger compared to the probability in the years before (0.49%) and after 
(0.19%) two countries are jointly represented on the Board. 
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Recipient Level 

Our first set of regressions focuses on recipient countries.31 We estimate at the recipient-year level: 

 

𝑦𝑦𝑖𝑖𝑖𝑖 = 𝛽𝛽1𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑖𝑖𝑖𝑖 +  𝑹𝑹′𝑖𝑖𝑖𝑖−1𝛾𝛾 + 𝜇𝜇𝑖𝑖 + 𝜏𝜏𝑡𝑡 + 𝜀𝜀𝑖𝑖𝑖𝑖, (1) 

 

where 𝑦𝑦𝑖𝑖𝑖𝑖  indicates the approval of an IFC loan committed to recipient country i in year t. 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑖𝑖𝑖𝑖 

indicates a country’s membership on the Board of the IFC. Permanent members of the Board are 

excluded from the sample. The vector 𝑹𝑹′𝑖𝑖𝑖𝑖−1 consists of control variables that are all lagged by one 

year to make sure that the respective values are observed at the time the decision concerning a new 

IFC loan is made in year t. These covariates include standard measures of human development (GDP 

per capita, life expectancy, average years of schooling), the GDP growth rate, variables indicating the 

availability of capital for domestic investments (domestic private sector credit and inward FDI) and 

measures of financial resources the country receives from other bilateral and multilateral donors (ODA 

received, IBRD loans and IDA credits, IMF programs). 𝜇𝜇𝑖𝑖 and 𝜏𝜏𝑡𝑡 denote recipient- and year-fixed effects; 

𝜀𝜀𝑖𝑖𝑖𝑖 represents the error term. To ease interpretation of results estimation is with OLS.32 Standard errors 

are clustered at the recipient level.  

The inclusion of recipient fixed effects is of particular importance in this setting. Members of 

the IFC’s Board of Directors systematically differ from non-members, on average (Vreeland 2011). We 

therefore compare the likelihood of a loan approval at the time the country holds a seat on the Board 

compared to the likelihood for the same country at other times. This does not fully rule out 

endogeneity of IFC Board membership, where countries tend to hold positions for protracted periods 

of time, and thus might be different in other respects as compared to the same country at other times.  

Hence, to further increase confidence that membership on the IFC Board of Directors is not 

driven by time-varying, country-specific variables that are correlated with the start of an IFC loan, we 

also estimate specifications that include lags and leads of the membership variables. Some countries 

might be more economically or politically important at certain points in time than at other times. As a 

consequence, they might be more likely to receive IFC loans and more likely to enter the IFC Board of 

Directors at the same time. To test whether such time-varying country-specific trends bias our 

estimates we rely on the following “event-time” specification: 

                                                            
31 We exclude high-income countries from the set of recipient countries, as they are not eligible for IFC financing. 
However, there are some exceptions of high-income countries receiving projects anyway (2 percent of projects). 
We keep these high-income countries with at least one project approved in our recipient sample. This makes a 
total number of 155 potential recipient countries, of which we lose two in the regressions below, due to missing 
data for our control variables. Appendix D provides a list of all countries included in the sample. 
32 Our results are robust when we estimate regressions with conditional fixed effects logit instead. Note, however 
that in order for the estimates to converge we have to exclude the recipient-times-year and sponsor-times-year 
fixed effects from the dyadic conditional fixed-effects regressions introduced below. 
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𝑦𝑦𝑖𝑖𝑖𝑖 = ∑ 𝛽𝛽1,ℎ ℎ 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑖𝑖𝑖𝑖+ℎ + 𝑹𝑹′𝑖𝑖𝑖𝑖−1𝛾𝛾 + 𝜇𝜇𝑖𝑖 + 𝜏𝜏𝑡𝑡 + 𝜀𝜀𝑖𝑖𝑖𝑖,  (2) 

 

with h indicating the years t-2, t-1, t, t+1, and t+2. Any trend in country-specific, time-varying variables 

that affects the probability that a country enters the Board should also be visible in the years before 

and after a country holds such a position (see Kaja and Werker 2010).  

Sponsor Level 

In a second step, we change perspectives and focus on sponsor countries rather than recipient 

countries.33 The model is at the sponsor-year level and mirrors the previous recipient-year model:  

 

𝑦𝑦𝑗𝑗𝑗𝑗 = 𝛽𝛽2𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑗𝑗𝑗𝑗 + 𝑺𝑺′𝑗𝑗𝑗𝑗−1𝛾𝛾 + 𝜇𝜇𝑗𝑗 + 𝜏𝜏𝑡𝑡 + 𝜀𝜀𝑗𝑗𝑗𝑗. (3) 

 

The main difference to the recipient-year model is that the dependent variable 𝑦𝑦𝑗𝑗𝑗𝑗  now indicates 

whether or not an IFC project was approved in year t for a company whose headquarters is located in 

country j. A second difference is that the vector of control variables 𝑺𝑺′𝑗𝑗𝑗𝑗−1 now comprises determinants 

that are more appropriate covariates of the likelihood of being the sponsor country of an IFC loan. 

These include the country’s GDP, its GDP growth rate, outward FDI, the amount of credit provided by 

the domestic banking sector, and a measure of the country’s control of corruption. We also estimate 

the event-time specification at this level of analysis. Again, estimation is with OLS; standard errors are 

clustered at the sponsor level. 

Dyad Level  

We then turn to the dyad level for our main regressions. While the above focus on the country-year 

level indicates whether temporarily influential countries benefit from their positions overall, 

regressions at the recipient-sponsor-year level allow us to control for more unobserved heterogeneity 

and facilitate testing which type of projects countries with representation on the Board receive. 

Specifically, we can also test whether countries are more likely to receive IFC loans that are 

implemented by companies from their own country or with a partner that is also represented on the 

Board. We estimate: 

 

𝑦𝑦𝑖𝑖𝑖𝑖𝑖𝑖 = 𝛽𝛽3𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑖𝑖𝑖𝑖 × 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑗𝑗𝑗𝑗 + 𝜃𝜃𝑖𝑖𝑖𝑖 + 𝜗𝜗𝑗𝑗𝑗𝑗 + 𝜋𝜋𝑖𝑖𝑖𝑖 + 𝑫𝑫′𝑖𝑖𝑖𝑖𝑖𝑖−1𝛾𝛾 + 𝜀𝜀𝑖𝑖𝑖𝑖𝑖𝑖.  (4) 

 

                                                            
33 We include all 184 IFC member countries as potential sponsor countries (of investing companies), but exclude 
two of them from our regressions due to missing data on the control variables. 163 of these countries actually 
are ”sponsor countries” in our sample period. 
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The dependent variable 𝑦𝑦𝑖𝑖𝑖𝑖𝑖𝑖  is again binary and indicates the start of an IFC project for recipient 

country i that is sponsored by a company from sponsor country j in year t. The explanatory variable of 

interest – an interaction of 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑖𝑖𝑖𝑖 and 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑗𝑗𝑗𝑗  – indicates that recipient and sponsor are both 

represented at the Board in year t. (Note that this is the case either when the sponsor and recipient 

are two different countries that are both represented on the Board or when the company of a country 

that is represented sponsors a project in the same country. In additional regressions we empirically 

differentiate between these two cases by interacting 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑖𝑖𝑖𝑖 × 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑗𝑗𝑗𝑗 with a variable indicating 

that sponsor and recipient country are identical.) The levels of 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑖𝑖𝑖𝑖  and 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑗𝑗𝑗𝑗  are captured by 

fixed effects for recipient-years (𝛾𝛾𝑖𝑖𝑖𝑖) and sponsor-years (𝛿𝛿𝑗𝑗𝑗𝑗). As these fixed effects capture all country-

year-specific heterogeneity, they control for any country-year-level variables, including those used for 

estimating specifications (1) - (3). We expect these fixed effects to capture the most important sources 

of potential endogeneity. Omitted variables that are potentially correlated with representation on the 

Board and could introduce a bias – like a country’s economic or political importance – vary only at the 

country-year level and are thus fully absorbed by these fixed effects. Furthermore, while a country is 

able to influence the timing of its Board membership, its ability to influence the timing of joint 

membership with another temporary Board member is more limited. To the extent that a country’s 

willingness and ability to become a temporary Board member biases the estimates at the country-year 

level, this bias should be a much smaller concern at the dyadic level. 

Our most conservative regressions also include dyadic sponsor-recipient-fixed effects (𝜋𝜋𝑖𝑖𝑖𝑖). 

These regressions thus only exploit within-dyad variation and compare a dyad with two countries on 

the Board to the same dyad when at least one country is not on the Board. In addition, we include a 

number of control variables (𝑫𝑫′𝑖𝑖𝑖𝑖𝑖𝑖−1) that vary at the dyad-year level. We control for whether the 

recipient and the sponsor country shared a common currency and whether both countries were part 

of the same trade agreement in year t. We also include the amount of foreign aid from the sponsor to 

the recipient country and a variable indicating whether the two countries had a joint IFC project 

before.34 For omitted variables to bias our results, these variables would need to be correlated with 

the specific timing of recipient country and implementing company representation on the IFC Board. 

We also estimate less conservative regressions, excluding dyad fixed effects. These regressions 

instead include the following dyad-specific variables: binary variables indicating that a project is 

implemented by a company from the recipient country, whether the sponsor and recipient share a 

border (“Neighbors”), a common official language or minority language, ethnicity, colonizer, or legal 

                                                            
34 The indicators for a common currency and a joint regional trade agreement are taken from Head et al. (2010), 
data on gross aid disbursements from the OECD (2017). All monetary values are logged constant 2010 US$. See 
Appendix B for details. Note that for identical recipient and sponsor countries common currency and a joint 
regional trade agreement are set to 1 while aid is set to 0. Note also that the number of countries is slightly lower 
compared to the monadic regressions, due to missing data for control variables.  
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origin. We also include a variable indicating a post-1945 colonial relationship between the two and 

whether one of the two countries is a current or former hegemon of the other (“Recipient Hegemon” 

and “Sponsor Hegemon”).35 Finally, we also control for the population-weighted distance and the time 

difference between them. Estimation is with OLS and standard errors are clustered at the dyad level.  

4. Results 

Evidence on the Recipient Level 

Table 1 reports the results at the recipient-year level. Initially, we estimate regressions without country 

fixed effects to look at general determinants of country i receiving an IFC project in year t. We add 

variables indicating a recipient country’s level of economic development, its growth rate, its health 

level, its education level, its private sector development, whether the country was under an IMF 

program, and the amount of financing it receives via foreign direct investment, bilateral ODA, and from 

the IBRD and the IDA.36 In column 1, we find that countries with a lower GDP, higher health levels, 

lower bilateral aid inflows, and more IMF programs receive more projects from the IFC. In order to get 

to a baseline set of control variables, in column 2 we drop the variables that are far from statistically 

significant at conventional levels, which increases sample size by almost 40 percent.37 The results 

remain substantially unaffected. The finding in these two specifications that poorer countries with less 

access to bilateral aid receive more funding from the IFC is arguably in line with the IFC’s mission. 

In column 3, we add our explanatory variable of key interest. We find that countries that 

temporarily serve on the IFC Board are more likely to receive IFC projects. As a next step, we include 

country fixed effects to control for the possibility that unobserved, time-invariant country 

characteristics are correlated with both the likelihood of receiving IFC projects and of serving on the 

IFC Board. Column 4 suggests that this is the case and that the coefficient of interest gets considerably 

smaller when recipient fixed effects are added. However, IFC Board membership remains statistically 

significant at the ten percent level. Hence, a given country is more likely to receive an IFC loan when it 

serves on the Board compared to a year in which it does not serve on the Board. Note further that with 

the exception of GDP per capita and the growth rate, the control variables turn statistically insignificant 

when country fixed effects are added; GDP per capita and growth enter with a positive sign, suggesting 

                                                            
35 Appendix B shows the definitions and sources for all variables. Appendix C provides descriptive statistics. 
36 As IBRD and IDA lending could also be influenced by the composition of the Board and thus bias our estimates, 
we ran additional regressions without the control variable “IBRD loans and IDA grants (% GDP).” The results are 
not affected. 
37 We also estimated regressions with additional control variables for which data coverage is considerably lower. 
A specification that includes a country’s poverty headcount ratio, inequality level, and a measure of political risk 
reduces sample size to 1,290. These regressions, reported in Appendix E, show that IFC projects are more likely 
to go to countries with lower political risk, more inequality, and lower poverty rates. The latter result holds when 
controlling for country fixed effects and indicates that the IFC’s activities are not primarily targeted at countries 
with a larger fraction of poor people. 
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that a given country is more likely to receive IFC loans in periods in which it is relatively rich and grows 

faster. 

We then turn to the event-time specification. As discussed above, a concern could be that 

serving temporarily on the IFC Board is correlated with other country-specific, time-varying variables 

that affect the probability of receiving IFC projects. But any trend in such variables should also be  

Table 1: IFC Loans, Recipient-Level Regressions 

 (1) (2) (3) (4) (5) 
GDP per capita (ln) -0.102*** -0.081*** -0.087*** 0.123* 0.121* 

 [0.035] [0.027] [0.025] [0.066] [0.066] 
GDP growth 0.007* 0.005* 0.005* 0.003** 0.003** 

 [0.004] [0.003] [0.003] [0.001] [0.001] 
Life expectancy 0.009* 0.010** 0.010** 0.004 0.004 

 [0.005] [0.004] [0.004] [0.008] [0.008] 
Education 0.009     

 [0.013]     
Domestic private 
sector Credit (% GDP) 

-0.000     
[0.001]     

Inward FDI (% GDP) -0.003     
 [0.004]     

ODA received (% GNI) -0.014*** -0.013*** -0.012*** -0.000 -0.000 
 [0.004] [0.002] [0.002] [0.002] [0.002] 

IBRD loans and IDA 
grants (% GDP) 

-0.023 -0.047 -0.079 -0.011 -0.016 
[0.192] [0.134] [0.128] [0.114] [0.112] 

IMF program 0.124*** 0.149*** 0.148*** 0.029 0.028 
 [0.037] [0.031] [0.029] [0.019] [0.019] 

Board (t-2)     0.014 
     [0.053] 

Board (t-1)     0.057 
     [0.052] 

Board (t)   0.273*** 0.055* 0.093** 
   [0.054] [0.029] [0.047] 

Board (t+1)     0.094 
     [0.060] 

Board (t+2)     0.032 
     [0.082] 

Country FE No No No Yes Yes 
Observations 2115 2929 2929 2929 2929 
Adjusted R-squared 0.071 0.085 0.110 0.364 0.365 

Note: Recipient-level regressions. Dependent variable indicates start of an IFC project for a given recipient-year. 
Members with permanent representation on the IFC Board are excluded. All control variables are lagged by one 
year. Standard errors clustered at the recipient-level in parentheses. 
Significance levels: * p<0.1, ** p<0.05, *** p<0.01 
 

observable immediately before and after the actual period of Board membership. When structural 

changes make a country more likely to enter influential positions in international fora and this 

influence is correlated with the number of IFC projects implemented in a country, it is unlikely that this 

change disappears at the time the country leaves its position. If loans increase at times a country holds 

a seat on the Board but not thereafter, the increase during membership is arguably the consequence 
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of membership itself, rather than of structural changes more broadly. We thus follow Kaja and Werker 

(2010) and include binary indicators for the two years before and after a country assumes membership 

on the IFC Board. As reported in column 5, we find that the positive and statistically significant 

association only emerges for the years in which the country actually served on the Board. For the year 

after the country served on the Board, the coefficient has the same size – which could be driven by 

projects that need some time to be approved – but is not statistically significant at conventional levels. 

In summary, we take these regressions as evidence that IFC Board membership matters for the 

allocation of IFC projects. According to our preferred specification, the likelihood of receiving an IFC 

project is higher by about 9 percentage points in years in which the country has a seat on the IFC Board. 

Given that about half (47%) of the eligible countries receive IFC projects in an average year, a seat in 

the Board increases the chance to receive such a project by about one fifth.  

Evidence on the Sponsor Level 

We next turn to the sponsor level. Our binary dependent variable now indicates the start of an IFC 

project for a company based in country j in year t. Table 2 proceeds in analogy to Table 1 and initially 

focuses on general determinants of IFC projects on the sponsor-year level in regressions without 

sponsor fixed effects. We include variables indicating a country’s GDP, the growth rate of GDP, outward 

foreign direct investment, control of corruption and the amount of bank credit provided to the private 

sector. Column 1 suggests that a country’s GDP is strongly and robustly related to the probability that 

a company from this country received an IFC project. We also find that IFC projects are more likely to 

go to companies from countries in which control of corruption is lower. While this could indicate that 

companies from these countries are more likely to lobby their governments in order to increase their 

access to IFC funding, we are hesitant to interpret the results this way, because this association 

switches signs as soon as country fixed effects are added. The latter finding suggests that the IFC 

increases (decreases) lending to companies of countries that become less (more) corrupt. Under the 

assumption that projects are more promising in less corrupt environments, this is in line with the IFC´s 

mandate. In column 2, we again present a specification that removes the control variables that are far 

from statistical significance to increase the sample size for the subsequent regressions.38 

In column 3, we add our variable of interest and find that companies from countries with seats 

on the IFC Board are more likely to receive IFC loans. This result remains statistically significant if we 

add country fixed effects (column 4). When estimating the event-time specification, we again find that 

the effect is statistically significant in years in which the country serves on the IFC Board, but neither 

in the years before, nor after (column 5). This increases our confidence that this association is driven 

                                                            
38 As in Table 1 we also investigated variables that have a smaller coverage. Appendix F reports these results. 
They show that countries with a more significant diplomatic network are more likely to receive IFC projects. 
Conversely, there is no evidence that countries with a larger military are more likely to receive IFC projects.  
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by membership itself rather than by unobserved variables correlated with it. In terms of economic 

significance, the magnitude of the effect is similar to the effect found on the recipient level. According 

to our preferred specification, the likelihood for a country to have a sponsor company of an IFC project 

is higher by about 8 percentage points in years in which a given country has a seat on the IFC Board. 

(This effect size is thus similar to the increase in the likelihood of becoming a sponsor country that is 

associated with an increase in control of corruption by one standard deviation.) Given that about four 

out of ten (39 %) countries receive an IFC project for their companies in a given year, a seat in the 

Board increases the chance that these companies get such a project by about a fifth. 

 

Table 2: IFC Loans, Sponsor-Level Regressions 

Note: Sponsor-level regressions. Dependent variable indicates start of an IFC project for company from a given 
sponsor-year. Members with permanent representation on the IFC Board are excluded. All control variables are 
lagged by one year. Standard errors clustered at the sponsor-level in parentheses. 
Significance levels: * p<0.1, ** p<0.05, *** p<0.01 

Evidence on the Dyad Level 

The two preceding analyses have looked at the determinants of being a “recipient” country and a 

“sponsor” country of an IFC loan in isolation. We now bring these perspectives together in dyad-year-

level regressions.39 Here, we focus on the determinants of an IFC loan that is sponsored by a company 

                                                            
39 In a previous version of this paper we tested the influence of project partners at the monadic level as well, 
using the share of a country’s project partners with representation on the Board (Dreher and Richert 2017). We 

 (1) (2) (3) (4) (5) 
GDP (ln) 0.089*** 0.087*** 0.082*** 0.198*** 0.195*** 

 [0.008] [0.007] [0.007] [0.054] [0.054] 
GDP growth 0.003 0.003 0.003 0.003*** 0.003*** 

 [0.003] [0.002] [0.002] [0.001] [0.001] 
Outward FDI (% GDP) 0.000     

 [0.000]     
Control of Corruption 
 

-0.085*** -0.049*** -0.051*** 0.086* 0.084* 
[0.024] [0.018] [0.018] [0.049] [0.049] 

Bank Credit to Private 
   Sector (% GDP) 

0.001     
[0.001]     

Board (t-2)     0.060 
     [0.058] 

Board (t-1)     0.073 
     [0.058] 

Board (t)   0.082* 0.060* 0.085** 
   [0.043] [0.031] [0.042] 

Board (t+1)     0.009 
     [0.054] 

Board (t+2)     -0.011 
     [0.071] 

Country FE No No No Yes Yes 
Observations 2606 3166 3166 3165 3165 
Adjusted R-squared 0.143 0.151 0.154 0.325 0.325 
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in country j going to country i in year t (with either i=j or i≠j). The main advantage of this approach is 

twofold. First, we exploit information on both sponsor and recipient simultaneously. Second, the 

three-dimensional (ijt) data structure allows us to estimate more conservative fixed-effects 

specifications. Most importantly, we can control for country-times-year fixed effects and dyad fixed 

effects and thereby reduce the probability that endogeneity biases our findings.  

In column 1 of Table 3, we begin with an OLS regression that only controls for year fixed effects. 

The variable indicating that both countries i and j serve on the IFC Board enters with a positive sign, 

significant at the one percent level. We then successively add increasingly conservative fixed effects 

and control variables. Adding the recipient-times-year and sponsor-times-year fixed effects (column 2) 

does not significantly affect this result. In column 3 we add time-invariant dyad-specific control 

variables (contiguity, common official language, any common language, common colonizer, being in a 

joint colonial relationship after 1945, geographical distance, time difference, whether country i is 

country j’s hegemon or vice-versa, common legal origin, and whether country i is identical to country 

j). In column 4 we also add time-variant dyad-specific control variables (indicating whether the two 

countries have a regional trade agreement, a common currency, had a joint IFC project before, and the 

exports from the recipient to the sponsor).40 In these two regressions, the coefficient on joint IFC Board 

membership is smaller in size than before but stays statistically significant at the one percent level. In 

column 5, we turn to the most conservative specification and additionally include dyad fixed effects. 

These regressions not only absorb all country-year specific variation like national economic and 

political trends but also only compare any given dyad over time. While the coefficient of interest 

unsurprisingly further decreases in size, it stays statistically significant (at the ten percent level). The 

only source of variation that could bias the coefficient in column 5 is time-varying dyad-specific 

heterogeneity that is not captured by the country-times-year fixed effects and the time-varying 

controls but correlated with both the likelihood of jointly serving on the IFC Board and receiving a joint 

IFC project. As before, we assume that such variables should also be correlated with the period shortly 

before joining and shortly after leaving the IFC Board. This is why we also implement the “event-time” 

specification here and find a significantly higher likelihood of receiving a joint IFC project only in years 

in which both countries are Board members and no significant association for the years before and 

after. 

                                                            
provide some of these results in Appendix I. We find that IFC projects become more likely with a country’s own 
representation on the Board, as well as at times a higher share of its partners is represented as well. 
40 The coefficients on these control variables indicate that country dyads are more likely to have joint IFC projects 
if they have the same language, the same colonizer, if the sponsor is the hegemon of the recipient, and if they 
had a joint IFC project before. Furthermore, projects are more likely to be implemented by a company from the 
recipient country than by a company from elsewhere. Common legal origin is negatively associated with joint IFC 
projects. 
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Table 3: IFC Loans, Dyad Level-Regressions 

 (1) (2) (3) (4) (5) 
Sponsor and Recipient on Board (t-2)     0.008 

    [0.010] 
Sponsor and Recipient on Board (t-1)     0.003 

    [0.006] 
Sponsor and Recipient on Board (t) 0.029*** 0.030*** 0.015*** 0.008*** 0.003* 

[0.007] [0.007] [0.004] [0.002] [0.001] 
Sponsor and Recipient on Board (t+1)     0.009 

    [0.007] 
Sponsor and Recipient on Board (t+2)     -0.005 

    [0.014] 
Sponsor is Recipient    0.279*** 0.155***  
     [0.022] [0.014]  
Neighbors   0.003** 0.001**  
   [0.001] [0.001]  
Common official language   0.002*** 0.001***  
   [0.001] [0.000]  
Common language   -0.000 -0.000  
   [0.001] [0.000]  
Common colonizer   0.001*** 0.001**  
   [0.001] [0.000]  
Colonial relationship post-1945   -0.010 -0.007**  
   [0.007] [0.004]  
Geographical distance   -0.000 0.000  
   [0.000] [0.000]  
Time difference   0.000 -0.000  
   [0.000] [0.000]  
Hegemon (recipient)   0.006 0.004  
   [0.009] [0.004]  
Hegemon (sponsor)   0.018*** 0.009**  
   [0.006] [0.003]  
Common legal origin   -0.001*** -0.000***  
   [0.000] [0.000]  
Regional trade agreement    0.000 -0.001 
    [0.000] [0.001] 
Common currency    -0.000 0.001* 
    [0.000] [0.001] 
ODA from Sponsor to Recipient 
(% Sponsor GDP, ln) 

   2.782 0.304 
   [3.343] [3.810] 

Previous Projects 
 

   0.048*** -0.008* 
   [0.002] [0.004] 

Year FE Yes Yes Yes Yes Yes 
Recipient*Year FE No Yes Yes Yes Yes 
Sponsor*Year FE No Yes Yes Yes Yes 
Dyad FE No No No No Yes 
Observations 571914 571914 544404 530403 530440 
Adjusted R-squared 0.200 0.202 0.207 0.300 0.387 
Note: Dyad-year-level regressions. Dependent variable indicates start of an IFC project for a given dyad-year. 
Members with permanent representation on the IFC Board are excluded. Standard errors clustered at the dyad-
level in parentheses. Significance levels: * p<0.1, ** p<0.05, *** p<0.01 

 

Given that the unconditional chance for an average dyad to receive an IFC project is about 0.2 

percent, the estimated effect size suggests that this chance more than doubles for dyads with seats on 
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the Board. Interpreting the economic magnitude of this effect is more intuitive when differentiating 

between projects that are sponsored by a company from the recipient country and projects sponsored 

by companies from other countries. Regressions that take this differentiation into account are 

reported in Table 4. 

Since many IFC projects are sponsored by a company from the country in which the project is 

implemented, we so far have controlled for whether projects in a recipient country are implemented 

by a domestic company (“Recipient is Sponsor”). What we have not considered so far is whether the 

effect of IFC Board membership is driven by projects that are implemented by a domestic company or 

projects where sponsor and recipient differ. This is why in Table 4 we interact the indicator of joint 

Board membership with the variable indicating projects that are implemented by a domestic 

company.41 Other than that, the regressions are the same as in Table 3. 

The results in Table 4 suggest that both types of dyads benefit from (joint) Board membership. 

For dyads consisting of two identical countries, the coefficients on Sponsor and Recipient on Board 

indicate a positive association with the likelihood of receiving a project that is statistically significant 

with p-values below 0.015 across all five specifications. As before, the coefficient gets smaller the more 

conservative the specification is. For dyads consisting of two different countries, the pattern is very 

similar. This result is statistically significant at the five percent level for the first four specifications but 

fails to reach statistical significance at conventional levels in the most conservative regression with 

dyad fixed effects. 

Turning to the effect size that the two sets of coefficients indicate, it is important to note that 

the unconditional probability to receive a project is substantially different, depending on which type 

of dyad is considered. For projects that are sponsored by a domestic company, our preferred 

specification (5) indicates that Board membership increases the likelihood of receiving such an IFC loan 

by about 10 percentage points. Given that the unconditional probability in the sample to receive such 

a loan is about 30 percent, this means that an average country’s chance to receive an IFC loan that is 

sponsored by a domestic company rises by about a third if it gets a seat on the Board. For sponsor-

recipient-pairs consisting of two different countries the likelihood of receiving a joint IFC loan increases 

by about 0.1 to 0.2 percentage points when both countries serve on the Board. This is again a relatively 

large effect given the unconditional probability to receive a joint IFC project: For all country pairs where 

sponsor and recipient differ this probability is about 0.07 percent; it is about 0.17 percent when one 

country of the pair is represented on the Board.  

Overall, our results at the dyadic level are in line with the hypothesis that recipients and 

sponsors benefit from holding a seat on the Board of the IFC. More specifically, the results suggest that 

                                                            
41 We also replicated all dyadic regressions while excluding all “Sponsor is Recipient” dyads. Our conclusions 
remain unchanged by this modification. 
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Board members particularly benefit from IFC projects that are both implemented in their country and 

sponsored by companies from their country. When considering IFC projects that involve two different 

countries as project partners we find that such country pairs significantly increase their probability to 

receive a joint project if they both have a seat on the Board. 

Table 4: IFC Loans, Dyad-Level Regressions 

 (1) (2) (3) (4) (5) 
Sponsor and Recipient on Board (t-2)     0.006 
     [0.005] 
Sponsor and Recipient on Board (t-1)     -0.002** 
     [0.001] 
Sponsor and Recipient on Board (t) 0.005*** 0.003*** 0.003*** 0.002** 0.001 
 [0.001] [0.001] [0.001] [0.001] [0.001] 
Sponsor and Recipient on Board (t+1)     -0.002 
     [0.001] 
Sponsor and Recipient on Board (t+2)     -0.001 
     [0.001] 
Sponsor is Recipient 0.253*** 0.253*** 0.253*** 0.147***  
 [0.020] [0.020] [0.020] [0.014]  

Sponsor and Recipient on Board (t-2) 
x Sponsor is Recipient 

    0.055 
    [0.051] 

Sponsor and Recipient on Board (t-1) 
x Sponsor is Recipient 

    0.074 
    [0.056] 

Sponsor and Recipient on Board (t) 
x Sponsor is Recipient 

0.310*** 0.311*** 0.306*** 0.163*** 0.104** 
[0.071] [0.070] [0.070] [0.045] [0.043] 

Sponsor and Recipient on Board (t+1) 
x Sponsor is Recipient 

    0.120** 
    [0.057] 

Sponsor and Recipient on Board (t+2) 
x Sponsor is Recipient 

    0.012 
    [0.077] 

Year FE Yes Yes Yes Yes Yes 
Recipient*Year FE No Yes Yes Yes Yes 
Sponsor*Year FE No Yes Yes Yes Yes 
Dyad controls No No Yes Yes Yes 
Time-varying dyad controls No No No Yes Yes 
Dyad FE No No No No Yes 
Observations 571914 571914 544404 530403 530440 
Adjusted R-squared 0.218 0.221 0.225 0.305 0.388 

Note: Dyad-year-level regressions. Dependent variable indicates start of an IFC project for a given dyad-year. Members with 
permanent representation on the IFC Board are excluded. Standard errors clustered at the dyad-level in parentheses. 
Significance levels: * p<0.1, ** p<0.05, *** p<0.01 
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Robustness  

We test the robustness of our results along four dimensions. One, we take logged IFC loan size rather 

than the probability to receive an IFC loan as the dependent variable (Appendix G). Two, we re-

estimate the event-time specifications with an additional time lag (Appendix H). Three, we implement 

an alternative empirical strategy that tests – at the monadic level – whether countries receive more 

IFC loans if they have a larger share of joint projects with countries that have a seat on the IFC Board 

(Appendix I). Four, we replace holding a seat on the IFC’s Board with temporary membership on the 

UNSC as an alternative and more indirect measure of political influence (Appendix J).  

For the robustness tests we re-estimate our regressions for each of the three levels of analysis 

(recipient, sponsor, dyad) and find that the coefficients of interest remain statistically significant at 

conventional levels in all tests, except in the specifications that use temporary membership on the 

UNSC as a measure of political influence. Here we do not find evidence for a significant association of 

this variable with the likelihood of receiving or sponsoring an IFC loan at the recipient and sponsor 

level. At the dyad level, however, we find a statistically significant, positive association.42 This could 

suggest that temporary UNSC members have some influence on IFC loan allocation – e.g., via major 

IFC shareholders that are permanent UNSC members and interested in the votes of temporary 

members – but their influence is more indirect and thus not robustly visible in the data. 

5. Conclusions 

In this paper, we argued that private firms receive preferential access to IFC loans when their 

governments can politically influence the allocation of IFC loans. Governments can exert such influence 

individually and in coalitions with other governments. 

Our results based on data for more than 3,000 IFC projects over the 1995-2015 period show 

that countries and companies more frequently receive IFC projects when their government holds a 

seat on the IFC’s Board of Directors. Given that the probability to receive an IFC loan does not increase 

in the years directly before or after the government´s Board membership, this observed increase in 

access to IFC loans is likely to be an effect of membership itself and unlikely to be driven by other 

factors. We also find that countries with a seat on the Board are more likely to attract IFC projects that 

involve, as sponsor or recipient, another country that is also represented on the Board. This suggests 

that pairs of countries form alliances to jointly attract IFC projects that benefit the private sector in 

both countries. 

The effect we find is economically substantial. According to our preferred estimations, an 

average country that gets a seat on the Board increases the chance that one of its firms receives an IFC 

                                                            
42 An earlier version of this paper focused on the interaction between sponsor and recipient representation on 
the UNSC (rather than membership of recipients and sponsors per se) in more detail and offers additional 
empirical evidence regarding the effect of joint temporary UNSC membership (Dreher and Richert 2017).  



27 
 

loan by about a fifth. Pairs of countries that simultaneously have a seat on the Board more than double 

their chance to receive a joint project as sponsor and recipient. Using average figures of our sample 

our results suggest that at least 3 percent of the total IFC loan volume in a given year are subject to 

the political influence of the 25 countries with seats on the Board.43 This figure should however be 

considered a lower bound as the estimated effect excludes all time-invariant cross-country variation 

as well as the political influence of members with permanent seats. 

These results provide a possible explanation for the IFC’s focus on supporting projects in 

middle-income countries and companies from high- and middle-income countries, which some 

observers of IFC lending have criticized (Kenny et al. 2018) and which our analysis confirms. Countries 

with direct representation on the IFC Board have substantially higher incomes than the country groups 

they represent. The median GDP per capita for those with a seat is about US$ 23,000; for those without 

a seat it is about US$ 3,000.44 Their presence on the Board can thus contribute to explaining the large 

share of the IFC’s funding that goes to relatively rich countries and their companies. 

Our results speak to the current policy debate on leveraging private funding for development. 

The 2015 Addis Ababa Action Agenda and Germany’s “Compact with Africa” are two of the recent 

examples for development initiatives highlighting approaches that combine public and private efforts 

in financing sustainable development. Since our results suggest that the allocation of such funds can 

be shaped by politically powerful companies and governments, they might be used to finance projects 

that primarily benefit politically powerful middle-income countries and companies in high- and middle-

income countries that implement the projects. Relying on leveraging private financing for development 

is thus no panacea for circumventing the strong political interests of powerful countries involved in 

global development cooperation. 

The political motives for allocating IFC loans and other official loans for the private sector are 

potentially consequential. According to the results in Dreher et al. (2018) political motives in granting 

foreign aid reduce the effectiveness of aid for promoting economic growth. Hence, the fact that some 

official lending to the private sector is driven by the interests of powerful companies and rich countries 

– rather than by the interests of the poor – potentially reduces its effectiveness for reducing poverty. 

Whether and to what extent the bias we have uncovered in this article indeed reduces the 

effectiveness of IFC lending is an important question that we leave for future research to address. 

                                                            
43 Countries that “sponsored” at least one IFC loan in our sample received on average 75 million US$ per year. 
Given that the Board has 25 members, the 8-percentage-points increase of the likelihood of belonging to the 
group of sponsors for each of them would mean that at least 150 million US$ of the loan volume of an average 
sample year for which we have data (i.e., 3 percent of 4.8 billion US$) are subject to this particular type of political 
influence. 
44 This holds when we exclude countries with a permanent seat, which have a median GDP per capita of around 
US$ 40,000. Those with a non-permanent seat have a median GDP per capita of about US$ 12,000 and are thus 
still substantially richer on average than those without a seat.  
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Appendix A: Loan Commitments and Projects over Sponsor and Recipient Countries, 1995-2015 

Sponsor country 
Share in 

total 
investments 

Share in 
total 

projects 
Recipient country 

Share in 
total 

investments 

Share in 
total 

projects 

United States 7.80 4.78 India 8.50 7.88 
Brazil 6.97 4.69 Brazil 8.17 5.04 
India 6.76 7.08 Russia 7.28 5.83 
Turkey 6.38 5.12 Turkey 6.76 4.76 
China 5.40 4.75 China 6.68 6.02 
Russia 3.81 3.60 Mexico 4.76 3.53 
France 3.47 2.08 Indonesia 3.35 2.36 
Mexico 3.08 2.86 Argentina 2.77 2.49 
United Kingdom 2.93 1.99 Colombia 2.66 1.80 
Indonesia 2.75 2.17 Philippines 2.55 1.73 
Argentina 2.25 2.05 Ukraine 2.16 1.89 
Colombia 2.20 1.65 Egypt 2.01 1.95 
Philippines 1.87 1.37 Peru 1.97 1.70 
South Africa 1.70 1.77 Nigeria 1.76 2.17 
Germany 1.68 2.05 Romania 1.51 1.42 
Nigeria 1.50 1.96 South Africa 1.45 1.80 
Chile 1.48 0.96 Thailand 1.44 0.72 
Ukraine 1.39 1.21 Pakistan 1.36 1.48 
Netherlands 1.33 0.87 Chile 1.33 0.85 
Peru 1.26 1.46 Ghana 1.26 1.17 
Pakistan 1.09 1.18 Kazakhstan 1.11 0.91 
Italy 1.08 0.62 Kenya 1.10 1.70 
Thailand 1.08 0.59 Bangladesh 1.02 1.04 
Austria 1.05 0.65 Jordan 0.99 1.26 
Singapore 1.04 0.71 Korea, Rep. 0.91 0.54 
Romania 1.02 0.93 Vietnam 0.84 1.17 
Kenya 1.01 1.55 Croatia 0.81 0.66 
Lebanon 0.94 1.06 Bulgaria 0.79 0.82 
Egypt 0.88 1.15 Morocco 0.76 0.60 
Switzerland 0.88 0.78 Panama 0.76 0.54 

Notes: 30 largest recipient and sponsor countries in terms of their share in total IFC commitments. 
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Appendix B: Definitions and Data Sources  

Variable Description Data Source 
IFC project 1 if at least one IFC project approved for 

sponsor, recipient, or country pair 
Own calculations based on IFC 
(2017) 

Total investment (log) Log of total IFC investments approved in a 
given year by the IFC Executive Board per 
sponsor, recipient, or country pair (constant 
2010 US$) 

Own calculations based on IFC 
(2017) 

Board 1 for countries with an Executive Director in 
the IFC Board of Directors  

Own construction based on 
World Bank Annual Reports 
1995-2015 

GDP per capita (ln) Log of Gross Domestic Product per capita 
(constant 2010 US$) 

World Bank (2018) 

GDP growth Annual growth rate of Gross Domestic 
Product in percent 

World Bank (2018) 

Life expectancy Average life expectancy in years 
 

World Bank (2018) 

Education Average years of schooling Barro and Lee (2013) 
Domestic private sector 
credit (% GDP) 

Domestic credit provided by the financial 
sector as a percentage of GDP 

World Bank (2018) 

Inward FDI (% GDP) Inflow of foreign direct investment as a 
percentage of GDP 

World Bank (2018) 

ODA received (% GNI) Net Official Development Assistance 
received (% of GNI) 

World Bank (2018) 

IBRD loans and IDA grants 
(% GDP) 

IBRD loans and IDA grants as a percentage 
of GDP 
 

World Bank (2018) 

IMF program 1 if IMF program active 
 

Dreher (2006), updated 

GDP (ln) Log of gross domestic product (constant 
2010 US$) 

World Bank (2018) 

Outward FDI (% GDP) Outflow of Foreign Direct Investment as a 
percentage of GDP 

World Bank (2018) 

Bank Credit to Private 
Sector (% GDP) 

Private sector credit provided by domestic 
banks as a percentage of GDP 

World Bank (2018) 

Control of Corruption 
 

World Bank Control of Corruption Index Worldwide Governance 
Indicators (2018) 

Sponsor is Recipient 1 if project is implemented by a company 
from the country receiving the projects 

Own calculations  

Neighbors 1 for contiguity  
 

Head et al. (2010) 

Common official language 1 for common official primary language 
 

Head et al. (2010) 

Common language 1 if a language is spoken by at least 9 
percent of the population in both countries 

Head et al. (2010) 

Common colonizer 1 for pairs with a common colonizer post-
1945 

Head et al. (2010) 

Colonial relationship post-
1945 

1 for pairs in colonial relationship post 1945 Head et al. (2010) 

Geographical distance Geographical distance in kilometers 
(population-weighted) 

Head et al. (2010) 

Time difference Number of hours difference between 
sponsor and recipient country 

Head et al. (2010) 

Hegemon (recipient) 1 if recipient is current or former hegemon 
of sponsor 

Head et al. (2010) 

Hegemon (sponsor) 1 if sponsor is current or former hegemon 
of recipient 

Head et al. (2010) 
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Common legal origin 1 for common legal origin 
 

Head et al. (2010) 

Regional trade agreement 1 for joint regional trade agreement in force 
 

Head et al. (2010) 

Common currency 1 for common currency 
 

Head et al. (2010) 

ODA, Sponsor to Recipient 
(% Sponsor GDP, ln) 

Log of total gross ODA disbursements from 
sponsor to recipient as a percentage of 
sponsor GDP 

OECD (2017), Table DAC2a 

Previous Projects 
 

1 if two countries had previous joint IFC 
projects in the observation period 

Own calculations based on IFC 
(2017) 
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Appendix C: Descriptive Statistics  

 

 mean sd min max 

Recipient Level     

IFC project 0.47 0.50 0.00 1.00 

Board 0.12 0.32 0.00 1.00 

GDP per capita (ln) 7.92 1.23 5.13 11.10 

GDP growth 4.20 4.36 -62.08 35.22 

Life expectancy 66.41 9.00 31.98 82.15 

Education 7.26 2.79 0.93 13.42 

Domestic private sector credit 32.38 25.57 0.00 166.50 

Inward FDI (% GDP) 3.82 4.59 -15.99 50.50 

ODA received (% GNI) 4.64 7.04 -0.68 62.19 

IBRD loans and IDA grants (% GDP) 0.08 0.12 0.00 0.95 

IMF program 0.37 0.48 0.00 1.00 

     

Sponsor Level     

IFC project 0.39 0.49 0.00 1.00 

Board 0.15 0.35 0.00 1.00 

GDP (ln) 24.21 2.08 18.90 28.52 

GDP growth 3.89 5.46 -62.08 149.97 

Outward FDI (% GDP) 1.97 11.87 -89.65 219.83 

Control of Corruption -0.02 0.98 -1.77 2.47 

Bank Credit to Private Sector (% GDP) 45.88 39.17 0.00 312.12 

     

Dyad Level     

IFC project 0.002 0.048 0.000 1.000 

Sponsor and Recipient on Board 0.012 0.109 0.000 1.000 

Sponsor is Recipient 0.006 0.076 0.000 1.000 

Neighbors 0.024 0.152 0.000 1.000 

Common official language 0.168 0.374 0.000 1.000 

Common language 0.151 0.358 0.000 1.000 

Common colonizer 0.122 0.328 0.000 1.000 

Colonial relationship post-1945 0.002 0.042 0.000 1.000 

Geographical distance 7941.824 4530.410 0.000 19650.127 
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Time difference 4.569 3.375 0.000 12.000 

Hegemon (recipient) 0.001 0.037 0.000 1.000 

Hegemon (sponsor) 0.003 0.055 0.000 1.000 

Common legal origin 0.339 0.473 0.000 1.000 

Regional Trade Agreement 0.057 0.233 0.000 1.000 

Common Currency 0.014 0.119 0.000 1.000 

ODA from Sponsor to Recipient 

(% Sponsor GDP, ln) 0.000 0.000 0.000 0.012 

Previous Projects 0.025 0.395 0.000 21.000 
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Appendix D: Sample of Countries 

 
Recipient Level 

Afghanistan, Albania, Algeria, Argentina, Armenia, Bahrain, Bangladesh, Barbados, Belize, Benin, 

Bolivia, Botswana, Brazil, Bulgaria, Burundi, Cambodia, Cameroon, Central African Republic, Chile, 

Colombia, Congo (Dem. Rep.), Congo (Rep.), Costa Rica, Cote d'Ivoire, Croatia, Czech Republic, 

Dominican Republic, Ecuador, Egypt, Arab Rep., El Salvador, Estonia, Fiji, Gabon, Gambia (The), Ghana, 

Guatemala, Guyana, Haiti, Honduras, Hungary, India, Indonesia, Iran (Islamic Rep.), Iraq, Israel, 

Jamaica, Jordan, Kazakhstan, Kenya, Korea (Rep.), Kyrgyz Republic, Lao PDR, Latvia, Lesotho, Libya, 

Lithuania, Malawi, Malaysia, Maldives, Mali, Mauritania, Mauritius, Mexico, Moldova, Mongolia, 

Morocco, Mozambique, Myanmar, Namibia, Nepal, Nicaragua, Niger, Pakistan, Panama, Papua New 

Guinea, Paraguay, Peru, Philippines, Poland, Romania, Russian Federation, Rwanda, Saudi Arabia, 

Senegal, Serbia, Serbia, Serbia, Serbia, Serbia, Sierra Leone, Slovak Republic, South Africa, Sri Lanka, 

Sudan, Tajikistan, Tanzania, Thailand, Togo, Tonga, Trinidad and Tobago, Tunisia, Turkey, Uganda, 

Ukraine, United Arab Emirates, Uruguay, Venezuela (RB), Vietnam, Yemen (Rep.), Zambia, Zimbabwe 

 

Sponsor Level 

Afghanistan, Albania, Algeria, Angola, Antigua and Barbuda, Argentina, Australia, Austria, Azerbaijan, 

Bahamas (The), Bahrain, Bangladesh, Barbados, Belarus, Belgium, Belize, Benin, Bolivia, Bosnia and 

Herzegovina, Botswana, Brazil, Bulgaria, Burkina Faso, Burundi, Cape Verde, Cambodia, Cameroon, 

Canada, Central African Republic, Chad, Chile, Colombia, Comoros, Congo (Dem. Rep.), Congo (Rep.), 

Costa Rica, Cote d'Ivoire, Croatia, Cyprus, Czech Republic, Denmark, Dominica, Dominican Republic, 

Ecuador, Egypt (Arab Rep.), El Salvador, Equatorial Guinea, Eritrea, Estonia, Fiji, Finland, Gabon, 

Gambia (The), Georgia, Ghana, Greece, Grenada, Guatemala, Guinea, Guinea-Bissau, Guyana, Haiti, 

Honduras, Hungary, Iceland, India, Indonesia, Iran (Islamic Rep.), Iraq, Ireland, Israel, Italy, Jamaica, 

Jordan, Kazakhstan, Kenya, Korea, Rep., Kuwait, Kyrgyz Republic, Lao PDR, Latvia, Lebanon, Lesotho, 

Libya, Lithuania, Luxembourg, Macedonia (FYR), Madagascar, Malawi, Malaysia, Mali, Malta, 

Mauritania, Mauritius, Mexico, Micronesia (Fed. Sts.), Moldova, Mongolia, Montenegro, Morocco, 

Mozambique, Namibia, Netherlands, New Zealand, Nicaragua, Niger, Nigeria, Norway, Oman, Pakistan, 

Panama, Papua New Guinea, Paraguay, Peru, Philippines, Poland, Portugal, Qatar, Romania, Russian 

Federation, Rwanda, Samoa, Sao Tome and Principe, Saudi Arabia, Senegal, Serbia, Seychelles, Sierra 

Leone, Singapore, Slovak Republic, Slovenia, Solomon Islands, South Africa, Spain, Sri Lanka, St. Kitts 

and Nevis, St. Lucia, Suriname, Sweden, Switzerland, Tajikistan, Tanzania, Thailand, Timor-Leste, Togo, 

Tonga, Trinidad and Tobago, Tunisia, Turkey, Uganda, Ukraine, United Arab Emirates, Uruguay, 

Vanuatu, Venezuela (RB), Vietnam, Yemen (Rep.), Zambia, Zimbabwe  
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Dyadic Level 

Afghanistan, Albania, Algeria, Angola, Antigua, Argentina, Armenia, Australia, Austria, Azerbaijan (Rep. 

of), Bahamas, Bahrain, Bangladesh, Barbados, Belarus, Belgium, Belize, Benin, Bhutan, Bolivia 

(Plurinational State of), Bosnia Herzegovina, Botswana, Brazil, Bulgaria, Burkina Faso, Burundi, 

Cambodia (Kampuchea), Cameroon, Canada, Cape Verde, Central African Republic, Chad, Chile, 

Colombia, Comoros, Congo (Dem. Rep.), Congo (Republic of), Costa Rica, Croatia, Cyprus, Czech 

Republic, Denmark, Djibouti, Dominica, Dominican Republic, East Timor, Ecuador, Egypt (Arab Rep.), 

El Salvador, Equatorial Guinea, Eritrea, Estonia, Ethiopia, Fiji, Finland, Gabon, Gambia, Georgia, Ghana, 

Greece, Grenada, Guatemala, Guinea, Guinea-Bissau, Guyana, Haiti, Honduras, Hungary, Iceland, India, 

Indonesia, Iran Islam Rep, Iraq, Ireland, Israel, Italy, Ivory Coast, Jamaica, Jordan, Kazakhstan, Kenya, 

Kiribati, Korea, South (Rep.), Kuwait, Kyrgyz Republic, Laos PDR, Latvia, Lebanon, Lesotho, Liberia, 

Libya, Lithuania, Luxembourg, Madagascar, Malawi, Malaysia, Maldive Islands, Mali, Malta, Marshall 

Islands, Mauritania, Mauritius, Mexico, Micronesia (Federal States of), Moldova (Republic of), 

Mongolia, Morocco, Mozambique, Myanmar, Namibia, Nepal, Netherlands, New Zealand, Nicaragua, 

Niger, Nigeria, Norway, Oman, Pakistan, Palau, Panama, Papua New Guinea, Paraguay, Peru, 

Philippines, Poland, Portugal, Qatar, Republic of South Africa, Romania, Russian Federation, Rwanda, 

Samoa, Saudi Arabia (Kingdom of), Senegal, Seychelles, Sierra Leone, Singapore, Slovak Republic, 

Slovenia, São Tomé und Príncipe, Solomon Islands, Spain, Sri Lanka, St. Kitts Nevis, St. Lucia, Sudan, 

Suriname, Swaziland, Sweden, Switzerland, Tajikistan, Thailand, The former Yugoslav Republic of 

Macedonia, Togo, Tonga, Trinidad and Tobago, Tunisia, Turkey, Turkmenistan, UAE, Uganda, Ukraine, 

United Republic of Tanzania, Uruguay, Uzbekistan, Vanuatu, Venezuela (RB), Vietnam, Yemen (Rep.), 

Zambia, Zimbabwe 

  



Appendix: 9 
 

Appendix E: Additional Determinants of IFC Projects on the Recipient Level 

 

 (1) (2) 

Poverty headcount 
ratio 

-0.005*** -0.005** 
[0.001] [0.002] 

Inequality (Gini) 0.857** -0.231 
 [0.378] [1.054] 
Political risk -0.007** 0.004 
 [0.003] [0.004] 
Country FE No Yes 
Observations 1298 1298 
Adjusted R-squared 0.058 0.326 
Note: OLS regressions, recipient-year level. Dependent variable 
indicates start of an IFC project in a given recipient-year. All 
regressions include year fixed effects. 
Members with permanent representation on the IFC Board are 
excluded. 
Standard errors clustered at the recipient-level in parentheses. 
Significance levels: * p<0.1, ** p<0.05, *** p<0.01 
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Appendix F: Additional Determinants of IFC Projects on the Sponsor Level 

 

 (1) (2) 

Military Personnel 
Index 

-0.007 0.001 
[0.038] [0.070] 

Diplomacy Index 0.011***  

 [0.002]  

Country FE No Yes 
Observations 1006 1006 
Adjusted R-squared 0.106 0.275 
Note: OLS regressions, sponsor-year level. Dependent variable 
indicates start of an IFC project for a company from a given sponsor-
year. All regressions include year fixed effects. Members with 
permanent representation on the IFC Board are excluded. 
Note that the Diplomacy Index cannot be included in the fixed-
effects specification, because it is time-invariant. 
Standard errors clustered at the recipient-level in parentheses. 
Significance levels: * p<0.1, ** p<0.05, *** p<0.01 
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Appendix G: Robustness – Loan Size 

 

 (1) (2) (3) 

Level of Analysis Recipient Sponsor Dyad 

IFC Director (t-2) 0.376 1.135 0.165 
 [0.886] [0.972] [0.168] 

IFC Director (t-1) 1.143 1.322 0.073 
 [0.902] [0.983] [0.105] 

IFC Director (t) 1.589** 1.266* 0.042* 

 [0.772] [0.677] [0.023] 
IFC Director (t+1) 1.601 0.207 0.152 

 [0.976] [0.917] [0.119] 
IFC Director (t+2) 0.647 -0.145 -0.078 

 [1.396] [1.215] [0.231] 

Controls as in  Table 1 Table 2 Table 3 
Country and year FE Yes Yes Yes 
Country*year FE No No Yes 
Dyad FE No No Yes 
Observations 2929 3165 530440 
Note: OLS regressions. Dependent variable is logged amount of IFC loans approved in year t. 
Permanent members of the IFC Board are excluded. Standard errors clustered at the respective 
“Level of Analysis” in parentheses. Significance levels: * p<0.1, ** p<0.05, *** p<0.01 
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Appendix H: Robustness – Event-Time Specification With An Additional Lag 

 

 (1) (2) (3) 

Level of Analysis Recipient Sponsor Dyad 

IFC Director (t-2) 0.008 0.054 0.007 
 [0.053] [0.056] [0.010] 

IFC Director (t-1) 0.063 0.079 0.004 
 [0.052] [0.057] [0.006] 

IFC Director (t) 0.084* 0.074* 0.002* 
 [0.047] [0.045] [0.001] 

IFC Director (t+1) 0.081 -0.005 0.008 
 [0.062] [0.054] [0.007] 

IFC Director (t+2) 0.024 -0.021 -0.006 
 [0.083] [0.074] [0.014] 

IFC Director (t+3) -0.068 -0.067 -0.019** 
 [0.065] [0.065] [0.009] 

Controls as in  Table 1 Table 2 Table 3 
Country and Year FE Yes Yes Yes 
Country*year FE No No Yes 
Dyad FE No No Yes 
Observations 2929 3165 530440 
Adjusted R-squared 0.400 0.360 0.3871 
Note: OLS regressions. Dependent variable indicates start of an IFC project. Permanent members of 
the IFC Board are excluded. Standard errors clustered at the respective “Level of Analysis” in 
parentheses. Significance levels: * p<0.1, ** p<0.05, *** p<0.01 
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Appendix I: Robustness – The Role of Influential Project Partners at the Monadic Level 

 

 (1) (2) (3) (4) 

Level of analysis Recipient Recipient Sponsor Sponsor 

Share of project partners  0.185*** 0.176*** 0.177*** 0.253*** 
    on IFC-EB [0.042] [0.042] [0.059] [0.064] 
Project recipient/sponsor 0.235*** 0.227*** 0.390*** 0.307*** 
    on IFC-EB [0.039] [0.038] [0.058] [0.072] 

Controls No Yes No Yes 
N 3213 2950 3738 3203 

Adjusted R-squared 0.459 0.445 0.403 0.395 
Note: The dependent variable indicates the start of an IFC project in a country (columns 1 and 2) or for 
a company from a country (columns 3 and 4). 
The “Share of project partners on IFC-EB” measures the share of countries that a given (recipient or 
sponsor) country has partnered with in IFC projects that also have a seat on the IFC Board. This means 
that in the recipient-level regressions the variable indicates the share of the recipient’s sponsor 
countries with a seat; and in the sponsor-level regressions it indicates the share of a sponsor’s recipient 
countries with a seat. 
All regressions include country fixed effects and year fixed effects. Members with permanent 
representation on the IFC Board are excluded.  
Control variables are those from Table 1 (in column 2) and Table 2 (in column 4). 
OLS regressions. Standard errors clustered at the recipient/sponsor-level in parentheses. 
Significance levels: * p<0.1, ** p<0.05, *** p<0.01 
 
Results: These results are in line with the dyadic analysis in the main part of the paper. They show that 
the probability to receive an IFC loan increases with the share of a country’s project partners that hold 
a position on the Board, at the one-percent level of significance across all specifications. In an earlier 
version of this paper (Dreher and Richert 2017), these results were part of the main analysis. See this 
earlier version for more details on these specifications. 
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Appendix J: Robustness – Temporary UNSC Membership 

 

 (1) (2) (3) 

Level of analysis: Recipient Sponsor Dyadic 

UNSC  -0.002 -0.036  

 [0.038] [0.033]  
Sponsor and Recipient on UNSC   0.009** 
   [0.004] 

GDP per capita (ln) 0.118*   

 [0.065]   

GDP (ln)  0.191***  

  [0.055]  

GDP growth 0.003** 0.004***  

 [0.001] [0.001]  

Life expectancy 0.005   

 [0.008]   

ODA received (% GNI) -0.001   

 [0.001]   

IBRD loans and IDA grants (% GDP) 0.009   

 [0.075]   

IMF program 0.030   

 [0.019]   
Control of Corruption  
 

 0.070  
 [0.049]  

Recipient FE Yes No Yes 
Sponsor FE No Yes Yes 
Recipient*Year FE No No Yes 
Sponsor*Year FE No No Yes 
Dyadic controls No No Yes 
Observations 2929 3203 529951 
Adjusted R-squared 0.359 0.323 0.288 
Note: OLS regressions. Dependent variable indicates start of an IFC project. Permanent members 
of the UNSC are excluded. All regressions include year fixed effects. Standard errors clustered at 
the respective “Level of Analysis” in parentheses. 
Significance levels: * p<0.1, ** p<0.05, *** p<0.01 
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