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The findings set out in this briefing are based on two academic papers: What geopolitical
returns does ODA bring? by Dr Simone Dietrich and Nicolas Bau and Identifying Mutual
Interests: How Donor Countries Benefit from Foreign Aid by economists from the Kiel
Institute. They form part of a project led by the Kiel Institute for the World Economy and
Global Nation to examine and build the evidence base for mutual interest official
development assistance (ODA or ‘foreign aid’). ‘Mutual interest ODA’ is aid that genuinely
serves recipients’ development goals and, in doing so, also benefits donor countries.

Introduction

The geopolitical environment has shifted decisively, and security concerns are escalating
amidst the rise of great power competition and erosion of international norms. In this
context, aid cannot be seen as an optional and peripheral development instrument. If
taken as a key consideration in foreign and defence policy, it has the potential to
strengthen influence, mitigate security risks, and protect donor interests in important
ways.

There is a growing body of empirical research that shows how aid can deliver concrete
security and geopolitical benefits for donor countries while benefiting its recipients.
The benefits for donors are not always immediate and are often difficult to measure
with precision in comparison to other areas such as health or economic outcomes,
putting limits on empirical research in this area. There also remains significant scope to
deepen the evidence base beyond what we have. Nonetheless, the existing research is
sufficiently robust to conclude that aid can have a valuable role in advancing security
and geopolitical objectives for donors while producing positive outcomes for recipients.

Evidence on the security and stability returns of aid

Aid can help protect donor countries from direct security threats such as terrorism, as
well as the harmful ‘spillover’ effects of large-scale forced migration and economic
disruption. While creating these benefits for donors, aid helps foster safer and more
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stable countries for local populations. Geopolitical standing, addressed in the second part
of this briefing, is also a critical component of long-term security.

Terrorism

Aid can directly and significantly reduce the risks of terrorism. Terrorism is one of the
most direct and politically salient security risks to donor country populations, and fragile
regions can become incubators for violent movements that reach far beyond their
borders.

e Increases in aid for education are associated with significant reductions in cross-
border terrorist attacks, with one study showing a reduction as high as 70%!.
Comparable increases in aid to conflict prevention, health and civil society
programmes are associated with attacks being reduced by around 30-40%".

e There are longer-term cost-savings if aid spent today successfully reduces
terrorism and radicalization tomorrow, by reducing demands for future funding
towards policing, counter radicalisation and other interventions.

Forced migration

Aid can mitigate large-scale forced migration, which is substantially driven by armed
conflict. Cross-national studies show that conflict intensity in origin countries -
measured by civil war fatalities, political terror, or repression - has a significant effect on
asylum applications to Europe and other OECD Countries™.

e Post-conflict aid lowers risk of displacement: Aid can reduce recurrence of
conflict by up to 36% V. And preventing renewed conflict can therefore
significantly reduce future irregular migration flows".

e Alongside stabilisation, it is notable that when aid improves basic services, it
reduces the desire to migrate. In Sub-Saharan Africa, a marked improvement in
public services (such as health and education) was linked to 27% lower intentions
to migrate".

Economic spillovers of conflict

Aid can avert the economic costs of conflict that impact donor countries. These can be
significant, spanning lost export markets, disrupted supply chains, commodity price
volatility, reduced investment opportunities, and refugees and displaced people.

e A civil war in a low-income country is estimated by one study to cost the global
economy USS64 billion"!, while these costs are saved if the conflict is averted.

e Countries trapped in extreme poverty are much more likely to fall into civil war
than better-off peers*, making aid that reduces poverty a sound investment for
reducing conflict and its economic impacts.
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Evidence on the geopolitical returns of aid

Aid delivers concrete geopolitical benefits for donor countries across key dimensions of
enhanced improved international standing, diplomatic influence, and stronger bilateral
partnerships.

Soft power
Aid that is effective and trusted improves donor countries’ international standing.

Aid can strengthen a donor’s image and improve diplomatic relations. During periods of
intense great power competition or when seeking support for critical international
initiatives, even modest improvements in diplomatic alignment may carry substantial
value. The donor must ensure positive wider relations with recipient countries for those
benefits to be realised.

e U.S. health aid increased favorable attitudes toward the United States and its
leadership, particularly in the context of the US President’s Emergency Plan for
AIDS Relief (PEPFAR) and anti-Malaria programs launched under President George
W. Bush™, It is notable that PEPFAR created wider benefits for recipient countries
including increased male employment and significant reductions in maternal and
infant mortality®.

e Aid quality, transparency, and perceived intent are central to soft power gains.
While public approval of the U.S. in Africa rose because of its aid programmes,
Chinese aid did not generate such effects among the local recipient population.*
And a study of seven countries found a preference among the public for donors
viewed as democratic and transparent™,

e The wider context of the relationship also has a significant bearing on the soft
power benefits possible from aid. When aid was provided in Afghanistan during
active conflict, it did not improve public opinion. And an experimental study into
third-party perceptions of donors found that while South Korean-funded aid
projects improved Australian public perceptions of South Korea, when the same
project was attributed to China, no such improvement in perceptions of China
occurred*.

A notable spillover is that countries that perform well in the Global Soft Power Index*
top foreign direct investment league tables.

Aid can also foster cooperation on donors’ issues of interest and strengthen diplomatic
influence.

Diplomatic alignment is a well-documented political gain, particularly voting behavior in
international organizations. Ensuring meaningful positive outcomes for recipient
countries is an important aspect of achieving such alignment.

e Countries with greater voting similarity to the donor receive more bilateral aid*.
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e However, a study on China’s Belt and Road Initiative found no alignment in UN
voting patterns between China and recipient countries™.

Strengthening bilateral relationships

Aid fosters partnerships, helping to increase influence in strategic regions and driving
specific policy reforms that increase alignment and stability with donors.

Aid strengthens alliances and stabilizes geopolitically sensitive regions. It has been used
as an instrument in this way successfully for decades. Transparent democratic donors
stand to gain the most from these relationships due to higher trust that their aid will
deliver better outcomes for recipients.

e U.S. foreign aid during the cold war served to maintain influence in strategically
important regions™*.

e Leveraging aid for specific policy changes in countries is well documented. Most
notably, aid from democratic donors has been associated with increased
likelihood of democratic transitions, with donors using aid to drive democratic
reforms*. (It is noteworthy that the reverse is also true when it comes to
authoritarian donors).

e There is mounting empirical evidence suggesting that the public in recipient
countries tend to prefer democratic donors**. This presents an opportunity for
such donors to improve their geopolitical standing through aid against their
rivals.

The main takeaway is straightforward: aid is not only a development instrument. Under
the right conditions, not least ensuring meaningful benefits for recipients, it constitutes
a security and geopolitical instrument. It has a unique role in delivering risk reduction
and gains in influence that are difficult to replicate through purely military or
commercial engagement.

About the research

This briefing paper has been produced by Global Nation and the Kiel Institute for the
World Economy as part of a project to build the evidence on where the greatest mutual
benefits lie for foreign aid. Learn more about the project.
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