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Abstract  

We investigate whether temporary members of the UN Security Council receive 

favorable treatment from the IMF, using panel data for 191 countries over the period 

1951 to 2004. Our results indicate a robust positive relationship between temporary UN 

Security Council membership and participation in IMF programs, even after accounting 

for economic and political factors, as well as regional and country effects, and duration 

dependence. There is also evidence that UNSC membership reduces the number of 

conditions included in IMF programs. The size of the loan, however, is not affected by 

UNSC membership. 
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1. Introduction  

Recent evidence from Kuziemko and Werker (2005) indicates that the ten temporary 

members of the United Nations Security Council (UNSC) are more likely to receive US 

foreign aid than other countries. They attribute this increase to vote trading activities: 

temporary members trade their votes for cash. The argument is related to the broad line of 

literature analyzing the impact of aid on voting in the UN General Assembly.1 Bernstein 

and Alpert (1971), Rai (1972, 1980), Wittkopf (1973), Lundborg (1998) and Wang 

(1999) show that when US aid increases, the recipient country is more likely to vote with 

the US in the General Assembly.2 Dreher and Sturm (2006) find that International 

Monetary Fund (IMF or Fund) involvement in a country is robustly related to voting 

coincidence in the UN General Assembly between G7 countries and recipient countries. 

Arguably, Security Council decisions are substantially more important as compared to 

those of the General Assembly. If the G7 employ the IMF to bribe or reward countries in 

the General Assembly, we would expect them to use the Fund to turn Security Council 

decisions in their favor also.  

Clearly, the top five IMF shareholders – the US, Japan, Germany, France and the 

United Kingdom – control the Fund. These members alone control nearly 40 percent of 

the vote share and are the only countries that automatically have seats on the IMF 24 

member Executive Board. The rest of the world vies for representation through elections 

and shared seats. With about 17 percent of the total votes, the US by itself has veto power 

over major decisions at the IMF, including the appointment of the IMF Managing 

Director. 

The IMF has been shown to act as a tool of US (and other G7 countries) foreign 

policy to some extent.3 Thacker (1999), for example, shows that governments that vote 

along the lines of the US on key issues in the United Nations General Assembly are more 
                                                 
1 The empirical literature on UN General Assembly voting is substantial (e.g., Voeten 2000, 2001, 2004). 
See Boockmann and Dreher (2006) for an analysis of the determinants of countries’ voting behavior. There 
is also substantial literature investigating whether and to what extent committee members generally extract 
rents from being on committees (see, e.g. Levitt and Snyder, 1997). 
2 However, Kato (1969), Kegley and Hook (1991), Sexton and Decker (1992) and Morey and Lai (2003) do 
not find evidence in favor of this link. Dreher and Sturm (2006) show that the link between overall US aid 
and General Assembly voting is not robust to the inclusion of control variables. Dreher, Thiele and 
Nunnenkamp (2006), however, show that specific aid categories indeed increase voting coincidence. 
3 See Gisselquist (1981), Loxley (1986) and Andersen, Hansen and Markussen (2006) for anecdotal 
evidence. 
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likely to participate in IMF programs – presumably as the IMF loan acts as a reward.4 

Note that an IMF “program” or “arrangement” is supposed to provide a loan to a country 

facing some form of balance of payments problem or shortage in foreign reserves, usually 

due to foreign debt or trade imbalances. So that the loan does not end up subsidizing bad 

policies that may have contributed to the economic crisis, the IMF typically conditions its 

loans on policy changes and economic reforms that the government must undertake. 

Policy conditions typically entail fiscal austerity, tight monetary policy, structural 

reforms, and sometimes currency devaluations. The IMF does not provide the entire loan 

upfront. Continued disbursements of the loan are supposed to depend on compliance with 

the agreed upon policy changes – an arrangement that has come to be known as 

“conditionality.” 

Yet, Stone (2002, 2004) shows that governments receiving more US foreign aid 

receive lighter punishments for noncompliance with policy conditions under IMF 

programs. He concludes, “Although the United States holds a minority of votes, it does 

indeed call the shots at the IMF, as critics allege” (2002: 62). Analyzing formal and 

informal power structures, and the financing needs of the Fund, Woods (2003) clearly 

documents that the US virtually controls major decisions at the IMF; Fratianni and 

Pattison (2005) summarize evidence showing that the G7 are in full control of the IMF on 

the big issues and that staff autonomy is restricted to areas which are of marginal interest 

to its shareholders. The recent empirical literature on political influences on the IMF 

clearly shows that developing countries get better terms from the IMF when they have 

closer ties with the US, as measured by their voting behavior in the UN General 

Assembly (Barro and Lee 2005, Vreeland 2005, Dreher and Jensen 2007). Faini and 

Grilli (2004) report that IMF lending is influenced by the US and EU.5 In the words of 

Rieffel (2003: 28-29), “The IMF is an instrument of the G-7 countries. There is no 

example that comes easily to mind of a position taken by the IMF on any systematic issue 

                                                 
4 Thacker defines “key votes” following the direct announcements of the US State Department, which 
publishes the list of UN votes that it considers important in its annual report to Congress. 
5 Research also shows that developing countries heavily indebted to US banks receive larger loans. See 
Oatley and Yackee (2004) and Broz and Hawes (2006). 
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without the tacit, if not explicit, support of the United States and the other G-7 

countries.”6 

Overall, there is reason to believe that foreign aid is not only given to help 

countries in economic distress but also to achieve the donor’s political objectives. In fact, 

since the late 1940s every US administration considered foreign aid to be important in 

achieving foreign policy goals (Ruttan 1996). It has even been claimed that the primary 

purpose of US economic assistance is in promoting overall US policy objectives 

(Zimmerman 1993). According to Morgenthau (1962: 302), “the transfer of money and 

services from one government to another performs here the function of a price paid for 

political services rendered or to be rendered.” 

In this paper, we seek to investigate whether the IMF’s major stakeholders use 

their power in the Fund to make it give better treatment to countries on the UN Security 

Council. To the extent that the Fund’s major stakeholders care about voting on the UN 

Security Council, and to the extent that they can influence the IMF to reward countries 

that they favor, we expect to find a relationship between participation in IMF programs 

and membership on the UN Security Council. 

To anticipate our results, we find that temporary Security Council membership 

increases the probability of receiving IMF programs by about 20 percent. The qualitative 

results are robust to the inclusion of economic and political factors, as well as regional, 

country, and year specific effects. 

We continue as follows. The next section provides some background on the 

UNSC and the IMF, while section three develops our hypothesis. The fourth section 

describes the data and method of estimation; in the fifth section we present the results of 

our analysis, while we discuss extensions in section six. Section seven concludes. 

 

2. The UNSC and the IMF 

The Security Council is the primary organ of the United Nations with responsibility for 

the maintenance of international peace and security. Its duties include taking military 

                                                 
6 For example, a report for the US House of Foreign Affairs Committee concludes that the United States 
prevents for political reasons certain countries from borrowing IMF money, and that other nations exert 
their influence in a similar (but less rigorous) manner (Kwitny 1983). For case studies of US influence, see 
Momani (2004a, b). 



 5

action against aggressors and investigating disputes or situations likely to lead to 

international frictions. The Security Council has the power to make binding resolutions 

and may adopt legally binding measures in order to maintain or restore international 

peace – including the use of armed forces. 

 Ten of the fifteen seats on the UN Security Council are held by temporary 

members, while five members – China, France, Russia, the United Kingdom, and the 

United States – serve on a permanent basis. Each year, five temporary members are 

elected for a two-year term. They are nominated by their regional caucus and have to be 

approved by at least two thirds of the votes in the General Assembly. Since 1966, the 

composition of the 10 temporary members has been: 3 from Africa, 2 from Latin 

America and the Caribbean, 2 from Asia, 1 from Eastern Europe, and 2 advanced 

industrial countries.7 The elections are usually held about three months before the term 

starts on January 1. 

 Each member of the UNSC has one vote. Decisions on substantive matters require 

a majority of nine votes. The permanent members have veto powers. Thus, for any given 

matter, the votes of four out of the ten temporary members are required, in addition to all 

five votes of the permanent members. All votes are by open ballot. 

According to Kuziemko and Werker (2005), there is extensive competition for the 

temporary seats on the Security Council as countries might expect to receive net rewards 

during their tenure. Kuziemko and Werker (2005) find, for example, that average US aid 

increases by 54 percent and average UN development aid by 7 percent when a country is 

elected to the Security Council. Another possible benefit of serving on the Council is the 

likelihood of receiving greater support from international organizations like the IMF. 

                                                 
7 Before 1966, there were only 6 elected members of the UNSC. Composition was typically: 2 from Latin 
America, 1 from the Middle East, 1 from Eastern Europe, and 2 advanced industrial. As more countries 
entered the UN, this composition sometimes was altered in an effort to improve representation. Yugoslavia 
and Philippines shared a term in 1956-7, Poland and Liberia shared a term in 1960-1, Turkey and Ireland 
shared a term in 1961-2, Romania and Philippines shared a term in 1962-3, and Czechoslovakia and 
Malaysia shared a term in 1964-5. Finally, membership was simply expanded to accommodate the newly 
independent countries of Africa and Asia. Note that our analysis is not affected by the expansion of the 
UNSC from six to ten non-permanent members at a time when being under an IMF program also became 
more likely, as most of our results refer to a later period. In those cases our analysis covers the years before 
the enlargement also, our results do not qualitatively change when we restrict the period under study to the 
years after 1966. For more history of the UNSC, see Russett (1997). 
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Eldar (2004) provides anecdotal evidence. As one example, the US promised 

China to support its loan request from the World Bank in exchange for support of a 

convention regarding deployment of armed forces in Iraq in the Security Council in 1991. 

Another example Eldar (2004) points to is the 1994 UNSC resolution on the restoration 

of democracy in Haiti. The US helped China to obtain World Bank loans (and gave China 

security guarantees regarding Taiwan), eventually leading to China’s abstention from the 

vote. 

Turning to examples of elected members of the UNSC, consider the experience of 

Tanzania. Following independence in 1961, the government did not enter into an IMF 

arrangement for a decade and a half. Then Tanzania ran for election to the UNSC in the 

fall of 1974. That year it received an IMF loan of 6.3 million SDR8 with no policy 

conditions attached.9 The government received another unconditional IMF loan for 3.15 

million SDR in 1975.10 Tanzania then entered into a one year Stand-by Arrangement for 

10.5 million SDR on 21 August 1975 (IMF Survey 1975: 254).11 The policy conditions 

associated with this arrangement were notably weak. The IMF merely requested that 

domestic credit usage by the public sector be constrained (Stein 1992: 63). Tanzanian 

President Julius Nyerere used his high international profile and his country’s first seat on 

the UNSC to negotiate for IMF loans and soft conditionality, and by the end of 1975, 

Tanzania appeared to have very positive relations with the IMF. 

What is particularly interesting about this case is that Tanzania voted along with 

the United States, Japan, the United Kingdom and France – the members of the UNSC 

who had the most influence at the IMF – on every UNSC resolution passed in 1975.12 

Early in 1976, however, after already having received nearly 10 million SDR in loans 

already from the IMF, the Tanzanian government decided to vote for some resolutions 

that were not supported by all of the powerful members of the IMF. In March, Tanzania 
                                                 
8 SDR stands for “Special Drawing Rights,” a fictitious currency used by the IMF for accounting purposes. 
The value of the SDR is determined by a basket of “hard” or especially stable currencies: the American 
dollar, the German mark, the Japanese yen, the British pound, and the French franc (the euro has come to 
replace the mark and the franc). By pegging the value of the SDR to this basket of currencies, the SDR is 
more stable than any of its component parts. One unit of SDR tends to be valued at around $1.25-$1.50. 
9 The loan came from the IMF Oil Fund Facility, a special facility that involved virtually no conditionality 
(IMF Survey 1974: 86). 
10 This loan was also from the Oil Fund Facility (IMF Survey 1975: 77). 
11 “Stand-by Arrangements” are the oldest and most common form of IMF conditioned arrangement. 
12 Security Council resolutions 367-386. 
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voted for a resolution condemning US Cold War ally South Africa’s aggression against 

Angola. The US, Japan, the United Kingdom, France, and Italy abstained from this 

resolution. In April, Tanzania voted for a resolution calling for Indonesia to withdraw 

from East Timor; the US and Japan abstained. And in July, Tanzania voted for a 

resolution condemning South Africa’s attack of Zambia; the US abstained. Interestingly, 

the IMF never disbursed the Stand-by Arrangement loan that had been signed in August 

1975. 

Further anecdotes abound: Gabon achieved independence in 1960 and never 

entered into and IMF arrangement until 31 May 1978, about 5 months after joining the 

UNSC for the first time. During its tenure as a UNSC member, it voted on several 

important resolutions, siding with the US, France, Germany, and Canada – and against 

the Soviet Union – on issues such as a UN Interim Force set up in Lebanon and Namibian 

independence. Gabon did support some resolutions condemning South Africa where the 

US, UK, France, Germany, and Canada abstained. The IMF disbursed exactly half of the 

agreed upon 15 million SDR loan to Gabon. 

Zimbabwe entered into its first IMF arrangement on March 8, 1981 for 37.5 

million SDR. Then it served on the UNSC in 1983-4, and it entered into its second IMF 

arrangement on March 23, 1983 for 300 million SDR of which 175 million was actually 

disbursed. The size of the loan was an order of magnitude higher! Zimbabwe voted along 

with the US on important Middle East resolutions, but did support resolutions against 

South Africa for which the US abstained.  

Zimbabwe participated in no further IMF agreements for nearly a decade, which 

is atypical for a developing country. It finally signed another IMF arrangement in 1992, 

coincident with its 1991-2 term on the UNSC. This time, the IMF loan was for 343 

million SDR, of which over 90% was disbursed by the IMF. During this stint as a UNSC 

member, Zimbabwe voted on several resolutions regarding Iraq that the US cared a great 

deal about, including some resolutions that did not receive support from other developing 

countries. For example, Zimbabwe supported Security Council resolution 686 (March 2, 

1991), demanding that Iraq rescind its actions purporting to annex Kuwait, which Cuba 

voted against, and China, India, and Yemen abstained. It also supported a further Security 

Council resolution 687, also regarding Iraq’s actions in Kuwait, which Cuba voted 
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against, and Ecuador and Yemen abstained. Zimbabwe failed to support resolution 688 

on Iraq, along with Cuba and Yemen, with China and India abstaining. But after being 

threatened with new IMF conditions for failing to vote on resolutions legitimizing the 

attack on Iraq (Pilgar 2002), Zimbabwe subsequently supported Security Council 

resolutions 689, 692, 700, 706, 773, 778 on Iraq and Kuwait, and resolutions 699, 705, 

707, 712, 715 condemning Iraq. 

Romania also served around the time of the Gulf War, 1990-1. The government 

signed an IMF arrangement April 11, 1991 for 380.5 million SDR, of which 318.1 

million SDR was actually disbursed by the IMF. Why such generous treatment? Consider 

its voting record on resolutions pertaining to Iraq and Iraq’s involvement in Kuwait. 

Romania voted in favor of every US-supported resolution.13 

Like Zimbabwe and Romania, Ecuador was a member of the UNSC around the 

time of the Gulf War (1991-2). The government of Ecuador signed an IMF arrangement 

11 December 1991, and ended up receiving nearly 20 million SDR from the IMF. How 

did Ecuador vote on the UNSC with respect to Iraq? While abstaining on Security 

Council resolutions 687 and 773, it voted for resolutions 686, 688, 689, 692, 699, 700, 

705, 706, 707, 712, 715, and 778. 

The one member of the UNSC that most consistently opposed the US resolutions 

over the Gulf War was Cuba, who was a UNSC member 1990-1. Note that Cuba had 

nothing to lose with respect to the IMF. Cuba ceased to be a member of the IMF in 1964, 

claiming the IMF was a tool of the US and Western Capitalism. Today, Cuba is one of a 

small handful of countries that do not belong to the IMF and cannot receive loans from 

the institution as a consequence. Surprisingly, however, the early history of Cuba 

provides yet another anecdote in favor of our argument. Cuba first served on the UNSC 

1949-50, before IMF arrangements existed. Then it served again on the UNSC 1956-7, 

and it entered its first and only IMF arrangement on December 7, 1956 for a loan of 12.5 

million SDR. 

Much of the above anecdotal evidence may be circumstantial, yet there is a good 

deal of evidence that G7 countries, and the US in particular, place substantial weight on 

                                                 
13 That is, Security Council resolutions 660, 661, 662, 664, 665, 666, 667, 669, 670, 674, 677, 678, 686, 
687, 688, 689, 692, 699, 700, 705, 706, 707, 712, and 715. 
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UN decision making and are willing to use their influence to pressure and reward 

countries to vote their way. Bennis (1997) claims that “US influence in (and often control 

of) the UN comes in the form of coercing the organization to take one or another 

position, or to reject some other position, or pressuring a country or countries to vote a 

certain way in the General Assembly.” 

According to Eldar (2004), the US heavily pressured temporary members of the 

UNSC to get support for a resolution implying military intervention in Iraq 1991, 

including “a promise of financial help to Columbia, Côte d’Ivoire, Ethiopia and Zaire; a 

promise to the USSR to keep Estonia, Latvia and Lithuania out of the Nov 1990 Paris 

Summit conference and to persuade Kuwait and Saudi Arabia to provide it with hard 

currency...” Before the second Gulf War, the US attempted to buy votes of temporary 

UNSC members to pass a resolution on the use of armed forces in Iraq (Eldar 2004). 

Overall, there is strong reason to expect vote-buying to be prevalent in a substantial 

proportion of UNSC decisions (Eldar 2004). 

There is also plenty of evidence that the IMF has been used to bribe or reward 

countries for voting inline with major G7 countries in the UN General Assembly. 

Thacker (1999) shows that conclusion of IMF programs depends on countries’ voting 

behavior in the Assembly. He employs two variables – one indicating a country’s 

political agreement with the US, the other reflecting movement in political alignment. 

According to his results for the period 1985-94, political proximity has no statistically 

significant impact when serial correlation is taken into account. However, a movement to 

the US significantly increases the probability of receiving an IMF program. The results 

also show that the impact of a movement towards the US on the probability to obtain IMF 

programs does not depend on the initial position. A movement towards the US position is 

correlated with IMF involvement regardless of the initial political stance of the recipient 

country. Interestingly, a country starting at a point very distant from the US has a much 

better chance of receiving a program when moving towards the US position than a 

country that is closely allied with the US, but slightly moves away from it.14 

                                                 
14 Similarly, Alesina and Dollar (2000) analyze the impact of voting on bilateral aid. Results from their 
panel analysis show that countries voting with Japan receive more bilateral aid, while voting with the US 
has no impact when controlled for US interests in the Middle East. Voting with other major donor countries 
has no impact. Other papers examining the impact of voting in the UN General Assembly on bilateral aid 
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Oatley and Yackee (2004) show for the period 1985-1998 that the IMF offers 

larger loans to closer US allies, as measured by UN voting patterns. However, this result 

is not completely robust to the underlying specification. Barro and Lee (2005) employ 

averages for the voting behavior of France, Germany and the UK, and an individual 

variable for the US. As it turns out, only voting with the European countries significantly 

increases the amount of IMF loans disbursed over the period 1975-2000. According to 

Stone (2004) who analyzed monthly data on 53 African countries for 1990-2000, 

enforcement of IMF conditionality depends on US foreign aid, membership in post-

colonial international institutions, and UN General Assembly voting in line with France. 

Dreher and Jensen (2007) find for a sample of 206 letters of intent over the period 1997-

2003 that the number of conditions on an IMF loan depends on a borrowing country’s 

voting pattern in the UN General Assembly. Closer allies of the G7 receive IMF loans 

with fewer conditions. Dreher and Sturm (2006) show that IMF and World Bank lending 

influences voting in the UN General Assembly. According to their panel study, countries 

receiving non-concessional IMF programs vote more frequently in line with the average 

G7 country. 

 

3. The Hypothesis 

As outlined above, Kuziemko and Werker (2005) show that a country’s US aid increases 

substantially while temporarily sitting on the UNSC. They conclude that in providing 

extra aid to temporary UNSC members, aid donors implicitly revealed they put some 

faith in the relevance of Security Council’s votes. This even holds when the outcome of 

the vote is obvious a priori. It is well established in the vote-buying literature that over-

sized coalitions tend to be established (see, e.g., Volden and Carrubba, 2004). Given that 

the UNSC matters mostly for reasons of legitimacy, there is a premium for getting (near) 

unanimous votes (see, e.g., Doyle 2001: 223). For example, it is well known that the US 

threatened Yemen with dire consequences (which materialized) if it did not vote in favor 

for resolution 678, on the use of armed forces against Iraq in 1990, even though Yemen’s 

                                                                                                                                                 
include Ball and Johnson (1996), Boschini and Olofsgard (forthcoming), Alesina and Weder (2002), and 
Fleck and Kilby (2006). Kilby (2006) employs UN voting patterns in his analysis of donor influence on the 
Asian Development Bank. For early analysis of donor influence in the World Bank, see Schneider et al. 
(1985) and Frey and Schneider (1986). 
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vote was in no way pivotal (e.g. Pilger, 2002). As another example, consider the run up to 

the recent war in Iraq where President Bush was going to take the vote to the UNSC even 

though he knew the French were going to veto. He was lobbying some of the non-

permanent members with aid packages in an attempt to win a simple majority in the 

Council. This makes no sense in terms of the UNSC’s institutional rules but it might have 

provided some legitimacy to the war for the US audience. 

Because of their power at the IMF, the G7 can use the Fund to influence recipient 

countries’ behavior in line with their interests. Possible channels for US influence on the 

IMF have been discussed in detail in Broz and Hawes (2006). They argue that the US 

Congress is influenced by lobbies with stakes in IMF policy. Congress, in turn, 

commands the allegiance of US officials at the IMF. As the results of their empirical 

analysis show, a congressperson is more likely to vote in favor of an IMF quota increase, 

the higher have been campaign contributions from big US banks and the greater the 

proportion of winners from the IMF’s pro-globalization mandate in its district.15 

The benefits for the G7 of bribing or rewarding other governments indirectly via 

the Fund instead of directly with their own aid programs might be substantial. It has been 

argued that national governments delegate unpleasant tasks they consider necessary to 

gain the support of interest groups to international organizations (“dirty work”). This 

might allow governments to escape the nationalist resentment those actions would create 

when imposing more direct pressure (Vaubel 1986, 1991, 1996). Pursuing its global 

interests unilaterally outside international institutions can impose substantial costs on the 

US. In the absence of UNSC legitimacy, domestic public support might be more difficult 

to achieve and US Congress might also be recalcitrant (Voeten 2001).16 Also, the US 

bears a smaller share of the burden and needs fewer soldiers as compared to unilateral 

actions (Sandler and Hartley 1999). According to Eldar (2004), votes are almost always 

traded behind the scenes, because most countries prefer to conceal vote trading 

arrangements to escape public and political condemnation. As Harrigan, Wang and El-

Said (2006) argue, the IMF can impose punishments or rewards much wider in scope 
                                                 
15 See also Bird and Rowlands (2001). 
16 Voeten (2001) provides examples. He cites the memoirs of James Baker (1995: 278), emphasizing 
domestic support to be the main reason for the US government to seek a multilateral solution to the Gulf 
War. He also cites Malone (1998: ix), arguing that it was easier for the Clinton administration to secure 
support of the UNSC as compared to those of the US Congress. 
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than any single donor could. Fund loans are usually much more valuable to potential 

borrowers than they are costly for the US (Eldar 2004). In fact, bilateral donors 

frequently attach their money to IMF programs, substantially increasing the Fund’s 

leverage. Western countries might thus try to influence the Fund to reinforce the already 

existing bilateral pressure. 

We thus hypothesize: UN Security Council membership increases the 

probability of receiving IMF programs. 

 

4. Data and Method17 

First, consider what we observe: Our dataset includes 7,606 country-year observations of 

191 countries18 from 1951 (the first year of IMF Stand-by Arrangements) to 2004. The 

panel is unbalanced because countries enter and leave the sample in different years, but 

there are no missing data – this includes all independent countries for the time period, 

following Cheibub and Gandhi’s (2004) reckoning, minus the observations for the five 

permanent members of the UNSC.19 

 Our dependent variable is IMF participation, a dummy variable coded 1 if a 

country participates in an IMF program during part of the year and 0 otherwise.20 Our 

principal explanatory variable of interest is UNSC membership, a dummy variable coded 

1 if a country is temporarily serving on the UNSC, and 0 otherwise. Membership begins 

on January 1 of the year and lasts two years, although there are some rare cases where 

service lasted only one year. Governments participated in IMF programs in 2,028 of the 

7,606 observations (26.7 percent), and they served as temporary members of the UN 

Security Council in 477 observations (6.3 percent). Serving on the UN Security Council 

                                                 
17 Appendix B summarizes the sources and definitions of the variables we use, while descriptive statistics 
are reported in Appendix C and D. 
18 Some countries, like the Yemen Arab Republic, no longer exist. 
19 Following Cheibub and Gandhi (2004), we do not include Ukraine or Belarus before 1991, as they are 
not generally considered to have been independent countries. However, they were separate members of the 
UN and even served as UNSC members in 1948-9, 1984-5 (Ukraine), and 1974-5 (Belarus). As they were 
not members of the IMF at this time, however, they should perhaps not be included in the sample. Certainly 
they cannot be included in analyses that control for economic determinants of IMF participation because 
there are no reliable economic data on these countries before 1991. 
20 We restrict our attention to participation in conditional IMF arrangements: Stand-by, Extended Fund 
Facility, Structural Adjustment Facility, and Extended Structural Adjustment Facility/Poverty Reduction 
and Growth Facility. This is in line with most of the previous literature. 
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is a relatively rare event, whereas participation in IMF programs is quite common 

throughout the developing world.21 

 As Figure 1 illustrates, governments not serving on the UN Security Council 

participate in IMF programs only 26.2 percent of the time, while governments serving on 

the UNSC participate 33.3 percent of the time.22 This increase by over 25 percent (or of 

more than 7 percentage points) of the baseline probability is highly significant (see 

Appendix C). Restricting our attention to only those observations of countries that 

actually serve on the UNSC, we see that participation in IMF programs is lower the years 

before and after service on the UNSC than it is during service. Comparing these with all 

remaining observations reveals that already the year after membership is no longer 

statistically different, in contrast to especially the years during membership (see 

Appendix C). In other words, the increase in IMF program participation rates does appear 

to be driven by UNSC membership. 

 What about patterns within the regional caucuses that nominate candidates for 

UNSC membership? Figure 2 shows that the pattern holds at varying levels of strength 

for every developing region in the world – Africa, Asia and the South Pacific, Latin 

America and the Caribbean. The differences between members and non-members of the 

UN Security Council are highly significant. The basic pattern holds, but is notably weak 

in Eastern Europe, the Middle East and North Africa, where UN Security Council votes 

are known to be costly to bribe or reward because of the salience of issues involving 

Israel or alliances during the Cold War. It may not be worth the effort of powerful 

countries to push the IMF to assist these countries, especially where IMF loans will have 

little impact in countries rich in oil and foreign reserves. The pattern does not hold for 

industrialized nations, which ceased to participate in IMF programs in the 1970s, and in 

the 1950s were more likely to be influenced by Marshall Plan aid than by IMF loans.23 

                                                 
21 One possibility that comes immediately to mind is the selection problem: If selection onto the UNSC is 
non-random, could some outside factor cause both UNSC membership and IMF participation? We return to 
this below. 
22 The horizontal line in Figure 1 and all following figures shows the average IMF participation rate across 
our entire sample. 
23 See Eichengreen (1998: 105 fn 23, 108). 
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Figure 1: Participation in IMF programs by non-permanent
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Figure 2: Participation in IMF programs by UN Security Council Membership across regions and during the Cold War
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The graph also shows that there is no difference in the number of IMF programs when 

countries of the Western or Eastern block enter the Security Council in the years prior to 
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1991.24 This makes sense. As those countries are very unlikely to vote against “their” 

block anyway, it is also unlikely that they are bribed or rewarded with IMF programs. We 

return to this below. 

 Does this pattern hold when put to more rigorous tests? To explore this, we 

analyze various statistical models with IMF program participation as our dependent 

variable and UN Security Council Membership as principal explanatory variable of 

interest. First, we employ a simple logit model to test the significance of the bivariate 

relationship. Next, we introduce fixed country or regional effects. In the latter case, we 

can also control for fixed effects for years.25 

 Taking time more seriously, we also control for possible duration dependence. 

IMF programs are notorious for their longevity, with consecutive IMF arrangements 

spanning decades in many countries.26 We want to ensure that our findings do not result 

due to time trends in the data. Thus, we employ Beck, Katz, and Tucker’s (1998) remedy 

to test and correct for temporal dependence, using a count-variable and three temporal 

splines. The splines, along with a count variable for the number of years a country is 

observed not participating, approximates a Cox regression, which allows for non-

parametric estimation of duration dependence. The approach is equivalent to including a 

series of dummy variables that “count” the number of years of non-participation in IMF 

programs. Thus, there is a dummy variable coded 1 for country-years not participating for 

exactly one year and 0 otherwise; another dummy coded 1 for country-years not 

                                                 
24 Our group on “non-aligned” countries contains the 113 UN members of the so-called “Non-Aligned 
Movement (NAM).” 
25 Because our dependent variable is dichotomous, we employ conditional logit to control for fixed effects, 
following Green et al. (2001). The model, developed by Chamberlain (1980), is sometimes called “the 
conditional logit model” because one maximizes the conditional likelihood function: 
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|,...,,Pr,| 2211β , where Ti is the last observed time for 

individual i (country or year, for example). Note that this method involves estimating the 1’s and 0’s for a 
particular country, conditioned on the total number of 1’s for that country. If a country never reports data or 
reports data all of the time, the conditional probability of observing the data for that country is 1. Such 
countries have no impact on the overall estimation and are thus dropped from the analysis. Further note that 
this model does not allow one to control for fixed country and year effects simultaneously because our data 
are arranged in country-year format and the conditional probability of each observation would be 1. 
26 Even though Stand-by Arrangements are intended to last about 18 months and other IMF programs are 
intended to last no more than four years, the typical pattern of participation is five years under, five years 
out, then five years under again. There are many outliers with more extreme patterns of participation (see 
Vreeland 2006). 
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participating for exactly two years and 0 otherwise, another for 3 years of non-

participation, etc. Note that with a long time-series like ours, the dummy variable 

approach would entail over 50 additional variables. The splines serve to approximate the 

same controls with fewer variables by essentially grouping similar types of observations. 

We follow Beck et al. (1998), who suggest three splines to be sufficient. While this 

method is ubiquitous in political science with typically no explanation or inclusion of 

coefficients, we present them. Duration dependence is strong in our data. Countries are 

likely to return to the IMF shortly after participation ends. If a country does not return 

right away, the likelihood first increases but eventually attenuates. This is consistent with 

the IMF literature on so-called “recidivism.”27 For more details on the method, we refer 

readers to Beck et al. (1998). 

 Following the bivariate analysis of the relationship between UNSC membership 

and IMF participation, we then introduce different control variables to ensure that our 

results are not spurious and repeat for each specification the five statistical models – (1) 

pooled logit, (2) conditional logit to control for country fixed effects (Chamberlain 1980), 

(3) logit with regional dummy variables, (4) conditional logit to control for year fixed 

effects with regional dummies, and (5) fixed effects logit controlling for duration 

dependence with temporal splines. 

 We begin by including the most robust predictors of IMF participation following 

the Extreme Bounds Analysis (EBA) of Sturm, Berger and de Haan (2005). Then we 

introduce additional control variables which have been identified in the literature as 

important, although they do not reliably predict IMF participation. Next, we analyze a 

“stripped” specification, which includes only variables for which there are ample data. 

Many important control variables suffer from a great deal of missing data – some of the 

samples analyzed in the above mentioned models cover only about 1,000 observations, 

out of the original 7,606 observations with which we began our analysis. The “large 

sample” specification allows us to test the generality of our findings while still 

controlling for at least those variables that have reasonable data coverage (leaving us with 

                                                 
27 See, for example, Bird (1996), Przeworski and Vreeland (2000), Vreeland (2003), and Bird, Hussain, and 
Joyce (2004). 
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about 4,500 observations with the fixed effects models and about 5,500 observations for 

the other models).28 The next section presents our results. 

 

Pooled Logit

Conditional Logit
(Country Fixed 

Effects)

Pooled Logit with 
Regional Fixed 

Effects
Conditional Logit 

(Year Fixed Effects)

Conditional Logit 
with Temporal 

Splines

UNSC 0.34** 0.24** 0.50** 0.57** 0.30**
(0.10) (0.12) (0.11) (0.10) (0.15)

Africa 0.19** 0.18
(0.09) (0.13)

Asia -0.59** -0.55**
(0.10) (0.15)

Middle East/ North Africa -1.17** -1.10**
(0.12) (0.16)

Latin America /Caribbean 0.35** 0.47**
(0.09) (0.19)

Eastern Europe

Industrialized Countries -2.67** -2.59**
(0.18) (0.29)

Non-Participation Years -0.84**
(0.03)

Spline 1 -0.0004**
(0.0001)

Spline 2 -0.01**
(0.0005)

Spline 3 0.004**
(0.0003)

Constant -1.03** -0.74**
(0.03) (0.08)

# of obs. 7,606 5,694 7,606 7,532 5,694
# of countries 193 137 193 182 137

Log pseudolikelihood -4405.02 -2877.41 -3969.74 -3669.54 -2040.09

Table 1: The effect of UN Security Council membership on IMF participation
under different statistical models

Robust standard errors are in parentheses; ** indicates significance at the 5% level; and * indicates significance at the 10% level.  

                                                 
28 The difference in the number of observations is because countries observed with the same value for the 
dependent variable (either always or never participating in IMF programs), as noted above, are essentially 
dropped from the analysis using the fixed effects or “conditional” logit model. 
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Pooled Logit

Conditional Logit
(Country Fixed 

Effects)

Pooled Logit with 
Regional Fixed 

Effects
Conditional Logit 

(Year Fixed Effects)

Conditional Logit 
with Temporal 

Splines

UNSC 0.45** 0.57** 0.41* 0.44** 0.48**
(0.21) (0.23) (0.22) (0.21) (0.24)

Foreign Reserves -0.14** -0.01 -0.11** -0.12** -0.03
(0.02) (0.07) (0.02) (0.03) (0.06)

Debt Service 0.02** 0.02** 0.02** 0.02** 0.02**
(0.004) (0.01) (0.004) (0.01) (0.01)

Investment -0.05** -0.06** -0.05** -0.05** -0.04**
(0.01) (0.02) (0.01) (0.01) (0.02)

Past Participation 2.56** 2.73** 2.71** 2.54** 1.03
(0.18) (0.33) (0.19) (0.23) (0.72)

Lagged Election 0.15 0.14 0.12 0.07 0.20
(0.13) (0.14) (0.13) (0.13) (0.19)

Africa -1.40** -1.29**
(0.31) (0.43)

Asia -1.90** -1.76**
(0.33) (0.37)

Middle East/ North Africa -2.18** -2.03**
(0.35) (0.38)

Latin America /Caribbean -2.03** -1.88**
(0.31) (0.38)

Eastern Europe

Indust. Countries

Non-Partic. Years -0.69**
(0.05)

Spline 1 -0.0003*
(0.0002)

Spline 2 -0.01**
(0.001)

Spline 3 0.004**
(0.001)

Constant -1.41** -0.09
(0.20) (0.36)

# of obs. 1,839 1,570 1,839 1,839 1,570
# of countries 118 82 118 118 82

Log pseudolikelihood -1033.73 -670.29 -992.41 -917.13 -564.20

Table 2: Controlling for Robust Predictors of IMF Participation

Robust standard errors are in parentheses; ** indicates significance at the 5% level; and * indicates significance at the 10% level.  
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Pooled Logit

Conditional Logit
(Country Fixed 

Effects)

Pooled Logit with 
Regional Fixed 

Effects
Conditional Logit 

(Year Fixed Effects)

Conditional Logit 
with Temporal 

Splines

UNSC 0.59** 0.83** 0.56** 0.51** 0.64**
(0.24) (0.29) (0.26) (0.22) (0.29)

Foreign Reserves -0.15** -0.005 -0.13** -0.13** -0.04
(0.03) (0.07) (0.03) (0.03) (0.08)

Debt Service 0.02** 0.02 0.03** 0.03** 0.02**
(0.01) (0.01) (0.01) (0.01) (0.01)

Investment -0.06** -0.08* -0.05** -0.04** -0.05
(0.01) (0.05) (0.01) (0.01) (0.04)

Past Participation 2.47** 2.42** 2.45** 2.27** 2.00*
(0.26) (0.45) (0.27) (0.34) (1.13)

Lagged Election -0.02 -0.06 -0.07 -0.11 -0.11
(0.16) (0.18) (0.16) (0.17) (0.21)

Budget Surplus 0.01 0.06** 0.01 -0.003 0.06**
(0.02) (0.03) (0.02) (0.02) (0.03)

Inflation -0.0002** -0.0003 -0.0002* -0.0003** -0.0001
(0.0001) (0.0002) (0.0001) (0.0001) (0.0002)

Current Account -0.01 -0.001 0.01 0.01 -0.002
(0.01) (0.02) (0.01) (0.01) (0.02)

Changes in net Reserves -3.89* 0.19 -2.89 -2.09 0.05
(2.07) (3.17) (2.09) (2.07) (3.22)

GDP/capita (1995 PPP) -0.00003 -0.001** -0.0001* -0.0001** -0.001**
(0.00003) (0.0002) (0.00004) (0.00004) (0.0002)

Growth -0.001 -0.003 -0.003 -0.002 -0.004
(0.005) (0.02) (0.004) (0.004) (0.02)

Regime 0.04 0.32 0.18 0.18 0.26
(0.19) (0.39) (0.20) (0.18) (0.41)

log(checks) 0.08 0.13 0.16 0.07 0.06
(0.14) (0.25) (0.14) (0.10) (0.24)

Africa 0.39 0.41**
(0.25) (0.19)

Asia -0.05 -0.06
(0.27) (0.23)

MidEast/ N.Africa

Latin America /Caribbean 0.32 0.43**
(0.25) (0.15)

Eastern Europe 2.48** 2.44**
(0.43) (0.46)

Indust. Countries

Non-Partic. Years -0.67**
(0.06)

Spline 1 -0.001**
(0.0002)

Spline 2 -0.01**
(0.002)

Spline 3 0.005**
(0.001)

Constant -1.25** -1.72**
(0.38) (0.46)

# of obs. 1,210 996 1,210 1,210 996
# of countries 92 61 92 92 61

Log pseudolikelihood -693.00 -397.67 -668.10 -604.52 -345.25

Table 3: Controlling for Additional Predictors of IMF Participation

Robust standard errors are in parentheses; ** indicates significance at the 5% level; and * indicates significance at the 10% level.  
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Pooled Logit

Conditional Logit
(Country Fixed 

Effects)

Pooled Logit with 
Regional Fixed 

Effects
Conditional Logit 

(Year Fixed Effects)

Conditional Logit 
with Temporal 

Splines

UNSC 0.31** 0.37** 0.33** 0.36** 0.28*
(0.14) (0.13) (0.14) (0.14) (0.15)

Past Participation 3.15** 3.34** 3.17** 3.16** 2.21**
(0.10) (0.16) (0.11) (0.13) (0.18)

GDP/capita (1995 PPP) -0.0002** -0.0004** -0.0002** -0.0002** -0.0003**
(0.00001) (0.00006) (0.00002) (0.00002) (0.00004)

Regime -0.24** -0.22 -0.17* -0.05 -0.29**
(0.08) (0.17) (0.09) (0.09) (0.14)

Africa 0.64** 0.65**
(0.14) (0.12)

Asia 0.26 0.31*
(0.16) (0.16)

MidEast/ N.Africa 0.81** 0.86**
(0.14) (0.12)

Latin America /Caribbean

Eastern Europe 2.03** 2.02**
(0.19) (0.20)

Indust. Countries -0.06 -0.07
(0.25) (0.19)

Non-Partic. Years -0.69**
(0.03)

Spline 1 -0.001**
(0.0001)

Spline 2 -0.01**
(0.001)

Spline 3 0.005**
(0.0005)

Constant -1.98** -2.68**
(0.13) (0.20)

# of obs. 5,625 4,448 5,625 5,575 4,448
# of countries 176 127 176 168 127

Log pseudolikelihood -2341.76 -1749.17 -2255.14 -2096.38 -1498.32

Table 4: Tests using the "stripped specification" large sample

Robust standard errors are in parentheses; ** indicates significance at the 5% level; and * indicates significance at the 10% level.  
  

 

5. Results 

Table 1 presents the results of the bivariate analysis under various statistical models. The 

effect of UN Security Council membership on IMF participation is positive, highly 

significant, and substantial. In the most basic pooled logit model, and in line with Figure 

1, the estimated probability of IMF participation increases by over 25 percent for 

countries entering the Security Council. 



 21

 The statistically significant relationship between UN Security Council 

membership and IMF participation holds when we introduce country fixed effects, 

employing Chamberlain’s (1980) conditional logit. Note that the number of observations 

drops from 7,606 to 5,694 because countries where there is no variation in the dependent 

variable have no impact on the likelihood function. 

 Next we introduce fixed effects for the following regions or groups: Africa, Asia, 

Middle East/North Africa, Latin America/Caribbean, Eastern Europe, Industrialized 

Countries. As with any complete set of dummy variables, one must be left out of the 

analysis. In table 1, we omit Eastern Europe. So the significantly positive coefficients for 

Africa and Latin America/Caribbean indicate that these regions are more likely to 

participate in IMF programs than Eastern Europe; the significantly negative coefficients 

for Asia, Middle East/North Africa, and Industrialized Countries indicate that these 

regions are less likely to participate in IMF programs than Eastern Europe. The main 

point of this model, however, is that the significantly positive relationship between UN 

Security Council membership and IMF participation persists. 

 The final model in table 1 introduces Beck, Katz, and Tucker’s (1998) correction 

for duration dependence in the data. Duration dependence is significant, with countries 

significantly more likely to participate again if they have participated in the recent past. 

Even accounting for this time trend in the data, the positive effect of UN Security Council 

membership is significant. 

 In table 2, we introduce a “robust variable” specification into the various 

statistical models. The robust predictors – foreign reserves, debt service, investment, past 

participation, and lagged election – are suggested by the Extreme Bounds Analysis of 

Sturm, Berger and de Haan (2005). 

 Foreign Reserves, measured as average annual reserves in terms of monthly 

imports, come from World Development Indicators (2004). The variable has the expected 

negative effect – stronger reserves lead to less need for IMF loans – however, the effect is 

not statistically significant in the two models where we include country fixed effects. We 

suspect that the country effects may be picking up the effects of exchange rate regime, 

following Trudel (2005). Note that countries with a floating exchange rate do not require 

IMF loans to shore up their currency. 
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 Debt service, measured as public and publicly guaranteed debt service as a 

percentage of gross national income, comes from World Development Indicators (2004). 

The variable has a strongly positive significant effect in all of our models. More debt 

leads to more need for the IMF. The effect is not surprising. Many creditors, such as the 

Paris Club, for example, require an IMF arrangement to be in good standing for debt 

negotiations to take place.29 

 Investment, measured as private and public gross national investment as a share 

of gross domestic product (GDP), comes from Penn World Tables 6.1.30 This variable 

also has a remarkably robust negative significant effect on IMF participation. Lower 

investment leads to IMF participation. 

 Past participation, measured as a dummy variable coded 1 for countries that have 

previously participated in IMF programs and 0 otherwise, has a positive significant effect 

in most models. Note that the effect goes away in the more sophisticated model capturing 

duration dependence.31 

 Finally, we include lagged elections, which is a dummy variable coded 1 if 

elections were held the previous year and 0 otherwise.32 It has been argued that IMF 

involvement is more likely after national elections, as new governments can blame their 

predecessor for the economic crisis (Przeworski and Vreeland 2000, also see Smith and 

Vreeland 2006) or Fund conditionality is used to fight the effects of expansionary 

policies in the run up to the election (Dreher and Vaubel 2004a). The election dummy has 

the expected positive effect – however, it is not significant at conventional levels of 

significance. 

 Turning to our principal independent variable of interest, UNSC membership has 

a positive effect on IMF participation in all of our models. The finding is significant at 

                                                 
29 Marchesi (2003) tests whether countries having arrangements with the IMF are more likely to obtain a 
rescheduling of their external debt than others. She concludes that the adoption of an IMF program works 
as signal of a country’s “good intent” which is rewarded with debt relief. Her results confirm the existence 
of a significant effect of the adoption of an IMF program on the subsequent concession of a debt 
rescheduling by private creditors. 
30 These data come from Przeworski et al. (2000), extended by Jose Antonio Cheibub, Jennifer Gandhi, 
Adam Przeworski, and Sebastian Saiegh. 
31 This is not simply due to multicolinearity. The correlation of Past Participation and Non-Participation 
Years is -0.44, and the correlations of Past Participation and the three Splines are 0.27, 0.33, and 0.30, 
respectively. 
32 The data is derived from the Database of Political Institutions (Beck et al. 1999). 
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the 5 percent level in all models except the one including regional fixed effects. Even 

here, the effect is significant at the 10 percent level. Note that with the loss of 

observations due to missing data in our control variables, the sample size is reduced to 

just 1,839 observations. Both the dummy variables for Eastern Europe and Industrialized 

Countries are dropped because of insufficient IMF participation in these regions. After 

we account for their economic problems (by controlling for Foreign Reserves, Debt 

Service, and Investment), Africa, Asia, Middle East/North Africa, and Latin 

America/Caribbean are all less likely to participate in IMF programs than Eastern 

Europe. When we introduce fixed effects for years, the results persist. However, in this 

model, the significance of the positive effect of UNSC membership increases to the 5 

percent level. 

 Even after introducing control variables, the impact of UNSC membership 

remains substantial. In the pooled logit, for example, the baseline probability of IMF 

participation holding all variables to their mean is 0.47 if a country does not serve on the 

UNSC. For temporary members of the UNSC, however, the probability of IMF 

participation is 0.58 – an increase of more than 20 percent over the baseline probability.33 

 In table 3, we introduce several additional control variables, which have been 

cited in the literature as being important for participation in IMF programs: Budget 

Surplus, Inflation, Current Account Balance, Change in Reserves, GDP per capita (1995 

PPP), Dictatorial Regime, and the number of veto players in the political system, 

measured as the natural logarithm of the sum of the chief executive, each house of the 

legislature, and the coalition parties forming the government (log(checks)).34 Consistent 

with Sturm, Berger and de Haan (2005), these variables do not have robust effects across 

our various statistical models. 

 For example, Budget Surplus, measured as the overall budget balance as a 

percentage of GDP, changes signs and significance.35 Inflation, from World Development 

                                                 
33 We also tested whether the relationship between UNSC membership and IMF programs displays a 
structural break with the end of the Cold War. We do not find evidence in favor of this hypothesis. 
34 The “checks” variable comes from the Database of Political Institutions (Beck et al. 1999). For more on 
the definition and on the relationship to IMF participation, see Vreeland (2003, 2005). 
35 Data come from World Development Indicators 2004. Przeworski and Vreeland (2002) also find that 
Budget Surplus is not significant in a univariate probit model, but in a bivariate probit model, where supply 
and demand of IMF programs are modeled as separate functions, Budget Surplus has a negative significant 
effect. 
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Indicators 2004 where it is defined as the percentage change in consumer prices, has the 

expected negative effect throughout, but is not always significant. Current Account 

Balance (World Development Indicators 2004), measured as a percentage of GDP, is 

never significant at conventional levels, despite the fact that this should predict IMF 

participation, at least according to the IMF Articles of Agreement. The Change in net 

Reserves as a proportion of GDP (World Development Indicators 2004) also changes 

signs and significance depending on the model. GDP per capita, measured in 1995 PPP 

dollars, has a fairly robust negative effect – poorer countries are more likely to turn to the 

IMF.36 Dictatorial Regime, a dummy variable coded 1 for dictatorships and 0 for 

democracy (from Przeworski et al. 2000, updated by Cheibub and Gandhi 2004), has a 

positive but insignificant effect. The number of veto players in the political system 

(log(checks)) has the expected positive effect, though it is not significant. 

 What is remarkable for the purposes of this study is that UNSC membership has a 

strong positive significant impact on IMF participation, regardless of the covariates and 

statistical model employed. With pooled logit, for example, holding all variables to their 

means, the estimated probability of IMF participation increases from 0.50 to 0.64 when a 

country serves as a temporary member of the UNSC. 

 Note that the baseline estimated probabilities in tables 2 and 3 are almost double 

the estimated baseline probability from table 1 (0.47 and 0.50 versus 0.26). This is 

because governments participate at much higher rates in the smaller samples considered 

in tables 2 and 3 than in the full sample of observations. One reason for this is that data 

are more likely to be reported by countries participating in IMF programs than countries 

that are not under surveillance (Rosendorff and Vreeland 2006). 

 Indeed, some model specifications of table 3 analyze less than 1,000 observations, 

down from the original 7,606. This is a potential problem that we address in table 4, 

where we introduce the “stripped specification” large sample. The largest sample, 

presented in table 1, shows that the bivariate correlation between UNSC membership and 

IMF participation holds for the entire set of data. Tables 2 and 3 show that the correlation 

holds when control variables are introduced, even though the sample size is dramatically 

                                                 
36 The data come from Penn World Tables 6.1. Our version comes from Przeworski et al. (2000), extended 
by Jose Antonio Cheibub, Jennifer Gandhi, Adam Przeworski, and Sebastian Saiegh. 
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reduced. In table 4, we present a specification that is in between: we introduce some 

control variables, but only those for which there are ample data. We therefore exclude all 

control variables that, if included, would reduce the number of observations below 4,000. 

This allows us to test the generality of our finding while still controlling for some 

variables that may affect IMF participation. The number of observations we analyze with 

this stripped specification ranges from 4,448 to 5,625. 

 We include Past Participation, GDP per capita, and Regime. Interestingly, GDP 

per capita and Past Participation affect IMF program participation in all specifications, 

with coefficients being significant at the five percent level. Countries with past 

participation are more likely to return to the IMF, even controlling for duration 

dependence with temporal splines; poor countries are more likely to turn to the IMF. In 

some specifications we also find that democracies are more likely to participate in IMF 

programs. 

 Regardless, and most important for our analysis, we find that the positive 

significant effect of UNSC membership persists. Only in the large sample with temporal 

splines does the significance of UNSC membership drop just below the 5 percent level of 

significance, although the impact is significant at the 10 percent level. Given our strongly 

significant results with this duration dependence model from table 1 – with the largest 

sample and no controls – and table 3 – with the smallest sample and a full set of control 

variables – we suspect that the drop in significance here has more to do with this specific 

sample than with omitted variable bias. Overall, the impact of UNSC membership 

remains substantial with the “stripped specification” models. The predicted baseline 

probability in the pooled logit model is 0.17 for non-UNSC members, and 0.22 for UNSC 

members – an increase of over 25 percent. 

 To summarize this section, using a battery of different statistical models, different 

control variables, and different samples, we find a robust impact of UNSC membership 

increasing the likelihood of participation in IMF programs. We take this as evidence of 

our argument that the G7 use the IMF to pursue international political goals. 
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6. Extensions and tests for robustness 

In this section, we present several extensions to our basic analysis. First, we investigate 

the timing of UNSC membership influence on IMF programs in greater detail. Recall 

Figure 2, where we display rates of participation in IMF programs before, during and 

after membership. IMF participation appears to increase with the onset of UNSC 

membership and decrease afterwards. Does this trend hold up to more rigorous tests? 

Following Kuziemko and Werker (2005), we employ a series of dummy variables to 

examine this trend over time.37  

As our second extension, we investigate whether the increased participation in 

IMF programs while on the UN Security Council can be attributed to the increased 

attention a country might receive at the world political stage while on the UNSC. We 

therefore replicate the analysis distinguishing between countries either belonging to the 

Eastern or Western block or, alternatively, have been un-aligned during the Cold War. If 

the impact of being on the Security Council on IMF programs is driven by countries 

exerting their influence in a way correlated with both gaining a UNSC seat and getting 

approval by the IMF, we would expect to observe the same impact of membership on 

IMF program participation among both groups. If, to the contrary, vote buying with IMF 

programs drives the result, we would expect to find the impact in the sample of non-

aligned countries only, as countries of the Eastern or Western block are unlikely to ask 

for or accept bribes for voting against “their” block.38 

As our third extension, we examine the robustness of the relationship between 

UNSC membership and IMF program participation with Extreme Bounds Analysis. 

Hundreds of specifications with different combinations of control variables are analyzed. 

The EBA approach is described in detail in Appendix A. Following Sala-i-Martin (1997), 

                                                 
37 We also tested whether there is an interaction between our democratic regime variable and UNSC 
membership. As has been argued by Kuziemko and Werker (2005), dictatorships might be easier and more 
likely to be bribed. The same might hold for closer allies of the US (Kuziemko and Werker 2005). We 
follow the previous literature and measure political proximity to the US by a country’s voting pattern in the 
UN General Assembly. However, we do not find any significant impact. 
38 Following Kuziemko and Werker (2005) we also tested whether the effect of UNSC membership on IMF 
programs increases during years in which key diplomatic events take place. Arguably, when members’ 
votes are especially valuable, the price should increase. We employ Kuziemko and Werker’s 
operationalization of “importance.” They considered how much press the deliberations of the UNSC 
received in a year. Contrary to Kuziemko and Werker, however, we do not find a significant difference 
between “important” and “less important” years. 
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we consider the impact of UNSC membership on IMF programs to be robust if the 

fraction of the cumulative distribution function lying on one side of zero exceeds 0.90. 

The variables our EBA includes in all specifications are: Past Participation, GDP/capita 

(1995 PPP) and Regime. Each regression also includes up to three combinations of: 

Foreign Reserves, Debt Service, Investment, Lagged Election, Budget Surplus, Inflation, 

Current Account, Changes in net Reserves, Growth, and log(checks). 

Fourth, we analyze the effect of UNSC membership on the number of conditions 

attached to IMF programs. The number of conditions has been the focus of heated debate. 

As one example, in 1999 United States Congress threatened to refuse ratification of the 

quota increase if the Fund did not reduce the stringency and number of its policy 

conditions (Dreher and Vaubel 2004b). The number of conditions has been used as a 

proxy for the stringency of conditionality in previous studies.39 According to the results 

of Dreher and Jensen (2007), for example, countries voting in line with the US in the UN 

General Assembly receive IMF programs with fewer conditions. Analogously, we expect 

that temporary members of the Security Council also receive programs with fewer 

conditions.  

Our data on the number of IMF conditions are from Dreher (2004), extended in 

Dreher and Jensen (2007). They refer to 206 IMF letters of intent with 38 countries 

between 1997 and 2003.40 Note that we have far fewer observations of the number of 

conditions than we do of IMF participation. This is because for most of its history, the 

IMF has been a highly secretive, non-transparent institution. In the past, the details of 

IMF arrangements were not released to the public for years, and even when released they 

were kept at the IMF archives, not easily available to the public. Since the late 1990s, the 

institution has opened up and recent IMF arrangements are posted on the Fund web page 

(www.imf.org). With so few observations, analysis is tentative. Nevertheless, we put the 

                                                 
39 See IMF (2001), Gould (2003), Dreher (2004), Bulíř and Moon (2004), Dreher and Vaubel (2004b), 
Ivanova, Mayer, and Mourmouras (2005), and Dreher and Jensen (2007). 
40 The following countries and number of letters are included in the sample: Albania (5 letters of intent), 
Argentina (3), Armenia (5), Azerbaijan (3), Belarus (1), Benin (5), Bolivia (4), Brazil (6), Bulgaria (3), 
Burkina Faso (8), Cambodia (3), Cameroon (3), Cape Verde (2), Central African Republic (3), Colombia 
(5), Croatia (5), Estonia (3), Georgia (3), Ghana (4), Guinea (5), Indonesia (11), Jordan (4), Kazakhstan (1), 
Korea (7), Latvia (4), Mali (5), Moldova (2), Nicaragua (5), Pakistan (1), Panama (8), Peru (6), Russia (2), 
Rwanda (6), Sao Tome and Principe (5), Uganda (5), Uruguay (6), and Zimbabwe (1). We tried replicating 
the analysis using the IMF’s Monitoring Fund Arrangements (MONA) database. However, only two of the 
program countries with data available served on the UNSC while being under a program. 
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data to rigorous testing. Since the data on conditions are strongly skewed to the right, 

estimation with Poisson regressions might be appropriate. However, the data display 

significant over-dispersion, so we estimate Negative Binomial Regressions instead. 

Finally, as a fifth extension, we investigate whether UNSC membership also 

influences the size of IMF loans. It has been shown that countries voting with the US in 

the UN General Assembly receive larger IMF loans (Oatley and Yackee 2004). When the 

IMF’s major shareholders use the Fund to bribe or reward temporary UNSC members, 

we expect them to receive larger loans, all else equal.  

Table 5 presents results regarding the timing of UNSC membership influence on 

IMF programs. We include a series of dummy variables for the year before UNSC 

membership, the first year of membership, the second, and the year after membership 

ends. The statistical model we employ throughout the table is the one we consider to be 

the most rigorous and most appropriate – conditional logit with temporal splines. We 

employ the same sets of control variables used in tables 2 through 4 above. As indicated 

by the statistically significant coefficients for the UNSC Year 1 dummy variable, the 

impact of UNSC membership is strongest during the first year of the two-year term. We 

employ the UNSC Year 1 dummy variable in tandem with the other year dummies 

(following Figure 2 above), and we also find the result holds when we test the UNSC 

Year 1 dummy by itself. The results make sense when IMF programs are employed to 

bribe temporary Security Council members. Almost all IMF arrangements last a 

minimum of 18 months, so participation should be strongest during the first year. 
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UNSC 1 year before 0.20 0.07** 0.09 0.26
(0.18) (0.30) (0.33) (0.21)

UNSC year 1 0.39** 0.37** 0.65* 0.67** 1.23** 1.28** 0.38** 0.35**
(0.17) (0.16) (0.32) (0.30) (0.42) (0.38) (0.17) (0.17)

UNSC year 2 0.22 0.23 0.00 0.20
(0.21) (0.34) (0.36) (0.23)

UNSC 1 year after -0.11 -0.52* -0.64* -0.18
(0.17) (0.34) (0.44) (0.20)

Foreign Reserves -0.03 -0.03 -0.04 -0.04
(0.06) (0.06) (0.08) (0.08)

Debt Service 0.02** 0.02** 0.02** 0.02**
(0.01) (0.01) (0.01) (0.01)

Investment -0.04** -0.04** -0.05 -0.05
(0.02) (0.02) (0.04) (0.04)

Past Participation 0.99 1.01 2.00* 2.02* 2.21** 2.21**
(0.72) (0.72) (1.19) (1.16) (0.18) (0.18)

Lagged Election 0.22 0.20 -0.07 -0.09
(0.18) (0.19) (0.22) (0.22)

Budget Surplus 0.06** 0.06**
(0.03) (0.03)

Inflation -0.0001 -0.0001
(0.0002) (0.0002)

Current Account -0.002 -0.002
(0.019) (0.019)

BOP 0.10 -0.20
(3.26) (3.34)

GDP/capita (1995 PPP) -0.0006** -0.0006** -0.0003** -0.0003**
(0.0002) (0.0002) (0.0000) (0.0000)

Growth -0.01 -0.01
(0.02) (0.02)

Regime 0.25 0.26 -0.29** -0.29**
(0.41) (0.41) (0.14) (0.14)

log(checks) 0.05 0.06
(0.24) (0.24)

Non-Partic. Years -0.84** -0.84** -0.70** -0.70** -0.69** -0.68** -0.69** -0.69**
(0.03) (0.03) (0.05) (0.05) (0.06) (0.06) (0.03) (0.03)

Spline 1 -0.0004** -0.0004** -0.0003** -0.0003** -0.0006** -0.0006** -0.0006** -0.0006**
(0.0001) (0.0001) (0.0002) (0.0002) (0.0002) (0.0002) (0.0001) (0.0001)

Spline 2 -0.0092** -0.0092** -0.0079** -0.0078** -0.0093** -0.0093** -0.0093** -0.0093**
(0.0005) (0.0005) (0.0013) (0.0013) (0.0019) (0.0019) (0.0007) (0.0007)

Spline 3 0.0043** 0.0043** 0.0037** 0.0037** 0.0049** 0.0049** 0.0050** 0.0050**
(0.0003) (0.0003) (0.0010) (0.0010) (0.0012) (0.0012) (0.0005) (0.0005)

# of obs. 5,694 5,694 1,570 1,570 996 996 4,448 4,448

# of countries 137 137 82 82 61 61 125 125
Log pseudolikelihood -2039.27 -2040.40 -562.51 -564.14 -341.97 -343.16 -1497.07 -1498.54

Robust standard errors are in parentheses; ** indicates significance at the 5% level; and * indicates significance at the 10% level.

Table 5: Trends over time

Conditional Logit (Country Fixed Effects)
Barebones Robust variables Other controls Large sample
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Stripped specification or large 
sample from table 4

Not aligned countries during 
the Cold War

Aligned countries during the 
Cold War

UNSC 0.28* 0.53** -0.22
(0.15) (0.27) (0.30)

Past Participation 2.21** 2.64** 1.41**
(0.18) (0.26) (0.40)

GDP/capita (1995 PPP) -0.0003** -0.0005** -0.0001
(0.00004) (0.00012) (0.00007)

Regime -0.29** 0.13 -0.09
(0.14) (0.26) (0.44)

Non-Partic. Years -0.69** -0.68** -0.68**
(0.03) (0.04) (0.05)

Spline 1 -0.001** -0.003** -0.003**
(0.0001) (0.0009) (0.0011)

Spline 2 -0.01** -0.01** -0.01**
(0.001) (0.001) (0.002)

Spline 3 0.005** 0.010** -0.011**
(0.0005) (0.0018) (0.0019)

# of obs. 4,448 2,198 925
# of countries 125 73 26

Log pseudolikelihood -1498.32 -708.25 -294.32

Table 6: Differences across non-aligned and aligned countries during the Cold War

All regressions in this table use conditional logit with country fixed effects and temporal splines.
Robust standard errors are in parentheses; ** indicates significance at the 5% level; and * indicates significance at the 10% level.  
 

Table 6 contains the results separated along the aligned/non-aligned dimension. The first 

column of table 6 replicates column 5 of table 4 for comparison. As can be seen, and in 

line with our hypothesis, UNSC membership significantly increases the number of IMF 

programs for non-aligned countries only. We interpret this as clear evidence that vote-

buying behavior in the Security Council does indeed exist. When evaluating the 

quantitative impact of UNSC membership on IMF programs, the result shows that the 

baseline probability of 0.39 of being under an IMF program increases by more than 13 

percentage points (holding the fixed effects to zero and all other variables to their means). 

The result also shows that the coefficient for non-aligned countries is almost twice 

as high as compared to the full sample. According to the estimate of column 2, Security 

Council membership increases the probability of being under an IMF program by more 

than 50 percent.  
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Results of the Extreme Bounds Analysis are summarized in table 7. We present 

two models: Conditional logit with fixed country effects and conditional logit with 

regional and year fixed effects. As can be seen, the CDF(0) exceeds 0.9 according to both 

specifications based on 175 regressions each. We conclude that the relationship between 

UNSC membership and IMF programs is indeed robust to the inclusion of additional 

variables. 

 

Conditional Logit 
(Country Fixed Effects)

Conditional Logit 
(Regional and Year 

Fixed Effects)

Average Beta Coefficient 0.51 0.46
Average robust std. error 0.23 0.19

% Sign. at 10% level 100.0% 93.7%
CDF(0) 98.4% 98.8%

lower bound -0.07 -0.13
upper bound 1.26 1.00

# of combinations 175 175
Average # of observations 1923 2609

Table 7: Extreme bounds analysis

Variales included in all specifications are: Past Participation, GDP/capita (1995 PPP) 
and Regime. The vector of variables from which up to three are included in each of the 
175 possible combinations consists of: Foreign Reserves, Debt Service, Investment  
 

 



 32

Figure 3: Number of policy conditions under IMF programs
by non-permanent membership on the UN Security Council
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Figure 3 presents descriptive evidence of the correlation between UNSC membership and 

the number of conditions. Countries signing IMF arrangements during their UNSC tenure 

receive nearly 20 percent fewer conditions. While non-members have to accept 21 

conditions on average, temporary UNSC members receive IMF programs with an average 

of 17 conditions. This difference is statistically significant at the 5 percent level. 
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Net 
Loans

Loans 
Agreed

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

UNSC -0.54** -0.48* 0.008 0.14
(0.26) (0.28) (0.05) (0.32)

Foreign Reserves -0.01 0.08 0.02** -0.11*
(0.04) (0.08) (0.01) (0.06)

Debt Service 0.003 0.01 0.004 0.02**
(0.005) (0.01) (0.001) (0.01)

Investment -0.03** -0.05* -0.002 0.01
(0.01) (0.03) (0.003) (0.03)

Past Participation 0.06 0.21
(0.05) (0.31)

Lagged Election 0.02 0.20
(0.03) (0.20)

Constant 2.78** 2.56** -0.10 1.26**
(0.41) (0.65) (0.07) (0.49)

Negative 
Binomial

Negative 
Binomial

OLS OLS

Fixed or Random 
Country Effects

random fixed fixed fixed

# of obs. 70 70 1,800 418
# of countries 30 30 118 93

R2 (within) 0.02 0.03

Table 8: Number of Conditions and Size of Loans

Number of 
Conditions

Robust standard errors are in parentheses; ** indicates significance at the 5% 
level; and * indicates significance at the 10% level.  

 

Table 8 replicates the analysis of table 2, including the robust determinants of IMF 

programs as control variables in addition to the number of conditions and, respectively, 

the size of the loan. Arguably, the determinants of IMF programs will also to some extent 

determine the size of the loan and the number of conditions. Note, however, that we can 

not include the election and past agreement variables to the number of conditions 

regressions, as there are not enough observations in our sample. 

Columns 1-2 report the Negative Binomial Regression results for the number of 

conditions, both with and without including fixed country effects. The results show that 

the covariates are insignificant in most specification. The exception is investment, which 

reduces the number of conditions at least at the five percent level of significance. 
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Generally speaking, however, conditionality is hard to explain. The number of conditions 

is random with respect to most variables that predict IMF participation. 

With respect to UNSC membership, the coefficient has the expected negative 

coefficient and is significant at the ten percent level at least. Regarding the quantitative 

impact of UNSC membership, the results show that UNSC membership reduces the 

number of conditions by about half of a condition.41 What is the mechanism by which 

UNSC membership has this effect? As devising the number of conditions is the authority 

of IMF staff, either the staff lower the number of conditions to appeal to the “lowest 

common denominator” of Executive Board views, or at some point Executive Directors 

representing the G7 usurp the staff to soften the number of conditions for UNSC 

members. 

Summarizing, we find strong evidence that UNSC membership reduces the 

number of conditions a country has to accept under an IMF program – although the value 

of the quantitative impact varies with model and specification. Note that the small 

number of countries among our sample serving on the UNSC makes these results rather 

preliminary. Also, our covariates have been chosen in line with the previous literature on 

the determinants of IMF programs. While there is reason to expect these variables to also 

impact on conditionality, our results show that the model does not seem to be entirely 

accurate. Finally, we did not take the selection into Fund programs into account – clearly, 

the number of conditions can only be observed while under a program, and this might 

produce a bias in our results. More research is needed and will be more fruitful as 

transparency pressures continue to make the IMF a more open institution. The Fund must 

release clear data on conditionality. 

Columns 3 and 4, finally, report results for the size of IMF loans (in percent of 

GDP). While column 3 includes the amount of net new IMF loans disbursed, column 4 

reports the loan size the IMF and the borrower agree upon at program approval.42 The 

sample analyzing loan approval is restricted to countries that sign a program in the 

respective year; net IMF loans refer to the full sample. Regarding our covariates, the 
                                                 
41 We also replicated the results with OLS. While the negative impact of UNSC membership remains 
significant at the ten percent level, the quantitative impact is substantially greater, according to the OLS 
results. 
42 New net IMF loans disbursed are taken from World Development Indicators (2004); amounts agreed 
come from International Financial Statistics (2005). 
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results show that IMF loans are more likely to be disbursed when a country has higher 

international reserves, with a coefficient being significant at the five percent level. 

Significantly larger IMF loans are agreed upon, when countries run out of reserves, and 

debt service is high. The results also show that temporary UNSC membership has no 

impact on IMF loans disbursed or approved, with both coefficients being completely 

insignificant.43 This may be because, while an IMF arrangement with soft conditionality 

is typically put in place for developing countries serving on the UNSC so that an IMF 

loan can be used to entice them, the actual disbursement of loans may depend on many 

other factors, such as the actual voting record of the UNSC member, the sensitivity of a 

voting matter to a particular country, or how closely allied the country already is with the 

West. 

 We, thus, conclude the following from our analysis: non-permanent members of 

the UNSC are more likely than other countries to receive a loan from the IMF. The IMF 

arrangement is likely to happen during the first year of the two-year UNSC term. It is 

likely to have fewer conditions attached than IMF arrangements with non-UNSC 

members, although the actual loan size is not impacted by UNSC membership. 

 

7. Conclusions 

Our results contribute to the growing literature showing that the IMF is to a great extent 

employed as a tool of foreign policy by its major stakeholders. Whether used to bribe or 

reward, IMF loans are funneled not just to developing countries facing economic crises, 

but also to politically important developing countries, such as those serving a term on the 

UN Security Council. We do not know whether the temporary UNSC members increase 

their request for financing – having increased confidence the IMF would approve the loan 

– or, alternatively, whether the Fund’s major shareholders take initiative. In any case, 

IMF loans are one mechanism by which the major stakeholders of the IMF – mainly the 

US, but also Japan, Germany, France and the United Kingdom – can win the favor of 

voting members of the UN Security Council. 

 This is not what the institution was intended to be used for. Originally, the IMF 

was set up to facilitate international trade and national prosperity by helping to manage 

                                                 
43 Note that this remains true when the fixed country effects are omitted. 
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balance of payments through loans. The failure of IMF programs, which involve both 

loans and policy conditions designed to address the balance of payments, is blamed by 

many on the design of programs and on the failure of countries to adopt IMF reforms. 

 Yet, the governance of the IMF is also to blame. Part of the failure of the IMF is 

that its loans have been used not to promote development or to even manage balance of 

payments problems. Instead, the loans have been used as a political tool, funneled to 

countries regardless of economic policy or economic need. 

Those arguing for the reform of IMF governance call for a redistribution of vote 

shares so that recipient countries have a greater voice.44 But even the most extreme 

suggestions still leave the US with the largest vote share. Moreover, changing vote shares 

would not change the fact that the IMF can still be used to achieve foreign policy 

objectives; it would just change the players who get to use the IMF to pursue foreign 

policy objectives. 

To prevent the abuse of the IMF, the institution’s main governing body – the 

Executive Board – must be made independent, much like central bank presidents have 

been given independence domestically in many countries. The Directors who sit on the 

IMF Executive Board should be appointed for long, non-renewable terms, which do not 

coincide with the election cycles of the major shareholders. Only when the governance of 

the IMF is freed from pursuing foreign policy objectives can we expect the institution 

function according to its mandate.  

Similarly, we propose institutional changes to reform the UNSC. Reforming the 

IMF alone will still leave other avenues by which governments can influence votes on the 

UNSC, such as direct foreign aid. Our suggestions draw on the literature on democracy 

and accountability (see, e.g., Przeworski et al. 1999). One problem with elected members 

of the UNSC is that, while seats are reserved for specific regions or groups – Africa, 

Asia, Eastern Europe, Latin America, and Advance Industrial Countries – the members 

really just represent their own country. This makes it easy to know which country to 

bribe. Another problem is that representatives are term limited. Thus, there is no 

incentive to try to represent the regional interest. There is no possibility of reelection, so 

representatives rightfully seek whatever rents they can achieve while in office. 

                                                 
44 See Bird and Rowlands (2006) for a recent discussion. Also see Buira (2005). 
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Perhaps representation would be better served if the governments of the countries 

from each group elected their representatives for renewable terms, just like most 

countries coalesce to elect their Executive Directors at the IMF. To win reelection, a 

representative on the UNSC would have to vote according to the preferences of the 

governments in his region. Of course, such a representative would be subject to influence, 

but representatives doing a bad job of representing their region could be thrown out of 

office, while representatives doing a good job could win continued reelection. Countries 

like the US might still try to buy votes, but, for example, instead of buying the votes of 

the representative from Zimbabwe who has no hope of reelection, the US would have to 

buy the votes of an African representative, who is responsible to 54 countries and who 

may prefer reelection to bribes. 

The key to reforming both the IMF and the UNSC is to address the incentives of 

its voting members. In the meantime, we can expect IMF loans to continue to be abused 

by powerful countries to influence UNSC members serving temporary terms, 

representing hungry developing countries desperate to trade votes for aid. 
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Appendix A: Extreme Bounds Analysis (EBA) 

To examine both the sensitivity of our baseline model and the coefficients of our 

explanatory variables of interest to changes in model specification we apply (variants) of 

the so-called Extreme Bounds Analysis (EBA) as suggested by Leamer (1983) and 

Levine and Renelt (1992). EBA has been widely used in the economic growth 

literature.45 The central difficulty in this research – which also applies to the research 

topic of the present paper – is that several different models may all seem reasonable 

given the data, but yield different conclusions about the parameters of interest. The EBA 

can be exemplified as follows. Equations of the following general form are estimated: 

Y = αM + βF + γZ + u, (1) 

where Y is the dependent variable; M is a vector of ‘standard’ explanatory 

variables; F is the variable of interest; Z is a vector of up to three possible additional 

explanatory variables, which according to the literature may be related to the dependent 

variable; and u is an error term. The extreme bounds test for variable F states that if the 

lower extreme bound for β – i.e. the lowest value for β minus two standard deviations – is 

negative, while the upper extreme bound for β – i.e. the highest value for β plus two 

standard deviations – is positive, the variable F is not robustly related to Y. 

As argued by Temple (2000), it is rare in empirical research that we can say with 

certainty that one model dominates all other possibilities in all dimensions. In these 

circumstances, it makes sense to provide information about how sensitive the findings are 

to alternative modeling choices. The EBA provides a relatively simple means of doing 

exactly this. Still, the EBA has been criticized in the literature. Sala-i-Martin (1997) 

argues that the test applied in the Extreme Bounds Analysis poses too rigid a threshold in 

most cases. If the distribution of β has some positive and some negative support, then one 

is bound to find at least one regression for which the estimated coefficient changes sign if 

enough regressions are run. We will therefore not only report the extreme bounds, but 

also the percentage of the regressions in which the coefficient of the variable F is 

significantly different from zero at the 5 percent level. Moreover, instead of analyzing 

just the extreme bounds of the estimates of the coefficient of a particular variable, we 

follow Sala-i-Martin’s (1997) suggestion to analyze the entire distribution. Following this 
                                                 
45 See, e.g. Levine and Renelt (1992), Sala-i-Martin (1997). 
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suggestion, we not only report the unweighted parameter estimate of β and its standard 

deviation but also the unweighted cumulative distribution function (CDF(0)), i.e. the 

fraction of the cumulative distribution function lying on one side of zero. We will base 

our conclusions on the Sala-i-Martin variant of the EBA.46  

 

 

                                                 
46 Sala-i-Martin (1997) proposes using the (integrated) likelihood to construct a weighted CDF(0). 
However, the varying number of observations in the regressions due to missing observations in some of the 
variables poses a problem. Sturm and de Haan (2001) show that as a result this goodness of fit measure 
may not be a good indicator of the probability that a model is the true model and the weights constructed in 
this way are not equivariant for linear transformations in the dependent variable. Hence, changing scales 
will result in rather different outcomes and conclusions. We therefore restrict our attention to the 
unweighted version. Furthermore, for technical reasons – in particular our unbalanced panel setup – we are 
unable to use the extension of this approach called Bayesian Averaging of Classical Estimates (BACE) as 
introduced by Sala-i-Martin, Doppelhofer and Miller (2004). 



Appendix B: Sources and Definitions 

Variable Description Source

IMF participation Dummy coded 1 if a country participates in an 
IMF program during part of the year under 
Stand-by, Extended Fund Facility, Structural 
Adjustment Facility, and Extended Structural 
Adjustment Facility/Poverty Reduction and 
Growth Facility, and 0 otherwise.

IMF Annual Report (various 
years)

Number of IMF Conditions Number of IMF conditions from 206 IMF letters 
of intent with 38 countries between October 
1997 and March 2003.

Dreher and Vaubel (2004b)

Net IMF Loans Disbursements of loans and credits less 
repayments of principal in percent of GDP. 

World Bank (2004)

IMF Loans Agreed Loans agreed under Stand-by, Extended Fund 
Facility, Structural Adjustment Facility, and 
Extended Structural Adjustment 
Facility/Poverty Reduction and Growth Facility 
(in percent of GDP)

IMF (2005)

UNSC Dummy coded 1 if a country is a non-permanent 
member of the United Nations Security Council, 
and 0 otherwise.

United Nations (2006)

Foreign Reserves Gross international reserves in terms of the 
number of months of imports of goods and 
services which could be paid for.

World Bank (2004)

Debt Service Total debt service outstanding in percent of 
GNI.

World Bank (2004)

Investment Private and public gross national investment as a 
share of gross domestic product (GDP).

Przeworski et al. (2000)

Past Participation Dummy coded 1 for countries that have 
previously participated in IMF programs and 0 
otherwise.

IMF Annual Report (various 
years)

Lagged Election Dummy variable coded 1 if elections were held 
the previous year and 0 otherwise.

Beck et al. (1999)

Budget Surplus Overall budget balance is current and capital 
revenue and official grants received, less total 
expenditure and lending minus repayments for 
central government in percent of GDP.

World Bank (2004)

Inflation Inflation as measured by the consumer price 
index reflects the annual percentage change in 
the cost to the average consumer of acquiring a 
fixed basket of goods and services that may be 
fixed or changed at specified intervals, such as 
yearly. The Laspeyres formula is generally used.

World Bank (2004)

Current Account Balance Sum of net exports of goods, services, net 
income, and net current transfers (in percent of 
GDP).

World Bank (2004)

Changes in International 
Reserves

Changes in net reserves is the net change in a 
country's holdings of international reserves 
resulting from transactions on the current, 
capital, and financial accounts (in percent of 
GDP)

World Bank (2004)
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Appendix B (continued) 

Variable Description Source

GDP per capita Measured in 1995 PPP dollars Przeworski et al. (2000)
Growth Growth rate of GDP per capita. Przeworski et al. (2000)
Regime Dummy variable coded 1 for dictatorships and 0 

for democracy.
Przeworski et al. (2000)

log(checks) Log of  the number of checks and balances. Beck et al. (1999)  

 

Appendix C: Participation in IMF programs, descriptive statistics 

Obs Mean Std.dev. t-stat p-value
Non-member 7129 0.26  

Member 477 0.33  3.20 0.00

Non-member 1852 0.37  
Member 105 0.49  2.37 0.01

Non-member 1230 0.20  
Member 53 0.43  3.29 0.00

Non-member 1378 0.40  
Member 108 0.54  2.66 0.00

Non-member 693 0.33  
Member 40 0.38  0.60 0.28

Non-member 886 0.13  
Member 55 0.15  0.27 0.39

Non-member 1090 0.03  
Member 116 0.03  0.03 0.49

Non-member 2945 0.24  
Member 190 0.42  4.80 0.00

Non-member 1611 0.16  
Member 137 0.16  0.08 0.47

Non-member 139 20.71  
Member 15 16.53  2.09 0.02

Other non-member yrs. 6642 0.26  
 1yr. before member 245 0.31  1.69 0.05

 1st.year member 246 0.33  2.42 0.01
 2nd year member 231 0.33  2.35 0.01
 1yr. after member 245 0.31  1.22 0.11

The equal means tests allows for unequal variances.

Over time

Equal mean testDescriptive statistics

Industrialized 
countries

Not aligned 
during cold war
Aligned during 

cold war

Number of 
conditions

Asia & S.Pacific

LA & Carib.

E.Europe

Middle East & 
N.Africa

Total sample

Africa
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Appendix D: Descriptive Statistics 

Variable Mean Minimum Maximum Standard Deviation

IMF participation 0.27 0.00 1.00 0.44
Number of IMF Conditions 20.28 5.00 78.00 11.94
Net IMF Loans 0.04 -3.77 12.86 0.52
IMF Loans Agreed 0.47 0.00 23.27 1.40
UNSC 0.06 0.00 1.00 0.25
Foreign Reserves 3.44 0.00 25.36 2.98
Debt Service 17.22 0.00 152.27 14.23
Investment 15.50 -3.46 101.13 9.32
Past Participation 0.48 0.00 1.00 0.50
Lagged Election 0.22 0.00 2.00 0.42
Budget Surplus -3.26 -64.49 58.71 5.84
Inflation 43.96 -100.00 23773.13 484.36
Current Account Balance -4.58 -894.54 56.70 20.78
Changes in International Reserves -0.01 -0.48 0.49 0.04
GDP per capita 5746 281 50092 5891
Growth 2.94 -97.79 2294.03 38.95
Regime 0.61 0.00 1.00 0.49
log(checks) 0.61 0.00 2.89 0.66  


