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The past 15 years have witnessed a striking trend in global governance: the creation of comparative indicators of the perfor-
mance of international institutions by donor states seeking to allocate their resources more efficiently. Interestingly, however,
not all highly rated institutions have been “rewarded” with increased contributions, while not all poorly rated institutions
have been “punished” with funding cuts or freezes. I argue that the financial impact of performance indicators is contingent
upon the relationship between institutions and other actors within their environment, with stronger effects occurring when
institutions (1) are subject to a higher degree of resource competition and (2) possess deeper and more extensive operational
alliances with actors above and below the state. I test the argument using a mixed-methods strategy that draws on a variety of
original sources, including key informant interviews and a new dataset covering fifty-three institutions over the period 2000-
2016. The findings enhance our understanding of when and why comparative performance indicators influence resource
flows to assessed entities.

Los ultimos 15 anos han sido testigos de una notable tendencia en la gobernanza global: la creacién de indicadores compara-
tivos del desempeno de las instituciones internacionales por parte de los estados donantes, que intentan asignar sus recursos
de un modo mas eficiente. No obstante, curiosamente, no todas las instituciones con calificaciones altas fueron “recompen-
sadas” con contribuciones mayores, al tiempo que no todas las instituciones con calificaciones bajas fueron “castigadas” con
recortes o congelamientos de fondos. Sostengo que el impacto financiero de los indicadores de desempeno esta supeditado a
la relacion entre las instituciones y otros actores de su entorno, y que los efectos mas fuertes ocurren cuando las instituciones
(1) estdn sujetas a un mayor grado de competencia por los recursos y (2) poseen alianzas operativas mas profundas y extensas,
con actores por encima y por debajo del estado. Analizo el argumento utilizando una estrategia de métodos mixtos que se
basa en una variedad de fuentes originales, lo que incluye entrevistas con informantes clave y un nuevo conjunto de datos que
abarca 53 instituciones durante el periodo de 2000 a 2016. Las conclusiones mejoran nuestra comprensién acerca de cuando
y por qué los indicadores comparativos de desempeno influyen en los flujos de recursos hacia las entidades evaluadas.

Ces 15 dernieres années, la gouvernance mondiale a connu une tendance frappante : la création d’indicateurs comparatifs des
performances des institutions internationales par les Etats donateurs cherchant a allouer leurs ressources plus efficacement.
Cependant, ce qui est intéressant, c’est que ce ne sont pas toutes les institutions bien notées qui ont été « récompensées »
par une hausse des contributions, et que ce ne sont pas toutes les institutions mal notées qui ont été « sanctionnées » par
des réductions ou des gels des financements. Je soutiens que I'impact financier des indicateurs de performances dépend
de la relation entre les institutions et d’autres acteurs de leur environnement, et que des effets plus puissants interviennent
lorsque les institutions (1) sont soumises a un plus haut degré de concurrence entre les ressources, et (2) disposent d’alliances
opérationnelles plus approfondies et plus étendues avec des acteurs infranationaux et supranationaux. Je met cet argument
a I’épreuve en employant une stratégie a méthodes mixtes qui s’appuie sur diverses sources originales, notamment sur des
entretiens avec des informateurs clés et sur un nouveau jeu de données couvrant 53 institutions sur la période 2016-2020. Les
résultats améliorent notre compréhension du moment auquel, et des raisons pour lesquelles, les indicateurs comparatifs de

performances influencent les flux de ressources vers les entités évaluées.

Introduction

The past 15 years have witnessed a striking trend in global
governance: the creation of comparative indicators of inter-
national institutions’ performance by donor governments.
These assessments share a number of distinctive features.
They are publicly available; they cover multiple institutions,
generally including all those that the assessor provides with
substantial funding or considers central to its foreign pol-
icy interests; they rate institutions on a common numerical
or categorical scale; and they are conducted by large and
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Drezner, Marina Duque, Jeffry Frieden, Hyeran Jo, Judith Kelley, Robert Keohane,
Christopher Lucas, Walter Mattli, Beth Simmons, Anton Strezhnev, Oliver West-
erwinter, and participants in the Conference on Assessment Power at Harvard
University, the Mini-conference on Global Assessment Power at the Annual Meet-
ing of the American Political Science Association, and the International Relations
Faculty Colloquium at Princeton University.

Replication data and code for this article are available on the ISQ Dataverse
at https:/ /dataverse.harvard.edu/dataverse/isq.

influential donor states. Perhaps most importantly, they are
purposive: they were conceived to help governments make
more efficient use of their multilateral funding in response
to fiscal pressures created by the global financial crisis. In
other words, they explicitly aim to influence resource flows
to assessed institutions.

An examination of funding trends since the indicators’
release, however, reveals a surprising pattern: only resource
flows to some assessed institutions show signs of responsive-
ness to performance ratings. That is, in one group of insti-
tutions, there is a positive relationship between ratings and
resource flows: high ratings have been followed by an in-
crease in financial contributions, whereas low ratings have
been met with funding cuts or freezes. For instance, while
the strongly rated Office of the United Nations High Com-
missioner for Refugees (UNHCR) has seen its average an-
nual contributions more than double since it was first as-
sessed, the poorly rated Commonwealth Secretariat has seen
them fall by one-fifth. In the remaining institutions, by
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344 The Financial Consequences of Rating International Institutions

contrast, there is no clear relationship, with high ratings
leading to no financial “reward” and low ratings provok-
ing no “sanctions.” Despite receiving similarly strong ratings
to UNHCR, for example, the European Development Fund
(EDF) has suffered a decline in contributions comparable
to that of the Commonwealth Secretariat. Conversely, de-
spite receiving similarly weak ratings to the Commonwealth
Secretariat, the United Nations Environment Programme
(UNEP) has enjoyed an increase in funding comparable to
that of UNHCR.

These differences present a puzzle for the few existing
theories of the relationship between institutional perfor-
mance and funding at the international level.! Such theo-
ries generally suggest that donors allocate greater resources
to institutions they perceive to perform better because (1)
they benefit from the achievement of institutional objectives
(Winters 2010; Dietrich and Wright 2015; Dietrich 2016;
Schneider and Tobin 2016) and (2) as “principals” dele-
gating authority to an institutional “agent” with its own in-
terests and preferences, they strategically use funding to
reward desired behavior and to deter and punish oppor-
tunism (Pollack 1997; Nielson and Tierney 2003; Hawkins
et al. 2006).2 The more nuanced pattern described above,
however, implies that these mechanisms are not activated
in all circumstances. It thus calls for an answer to the ques-
tion: Under what conditions do performance indicators in-
fluence resource flows to international institutions?

Analyzing international institutions as inhabitants of
shared “environments” with distinct populations and re-
source endowments, I argue that the financial consequences
of performance indicators are contingent upon their rela-
tionship with other members of such populations. Two as-
pects of this relationship are particularly important. The
first is the degree of resource competition experienced by
institutions. When competition is intense, donors are more
responsive to performance ratings because institutions have
a large number of close substitutes to which they can reallo-
cate resources. When institutions occupy “niches” in their
environment with limited competition, by contrast, they
have few or no viable alternatives, deterring donors from
either sanctioning recipients of low ratings or rewarding re-
cipients of high ratings. The second aspect is the nature
of institutions’ operational alliances with actors above and
below the state. I argue that deep and extensive alliances
render resource flows more responsive to ratings by in-
centivizing nonstate partners to assist high-rated insti-
tutions in mobilizing additional resources but—perhaps
surprisingly—to distance themselves from low-rated insti-
tutions, exacerbating the reputational damage suffered by
these institutions and raising fears that they may perform
even worse in the future. In short, the financial conse-
quences of performance indicators are moderated in key
ways by institutional relationships of competition and col-
laboration.

I provide original mixed-methods evidence for the argu-
ment. I begin by examining primary and secondary qualita-
tive sources on the indicators’ financial impact—including
more than 170 interviews with donors and institutional

!The international relations literature has devoted more attention to the
question of why states finance international institutions at all—given the less con-
straining alternative of pursuing their objectives unilaterally—than to the ques-
tion of why some of institutions receive greater resources than others.

2 As Hawkins et al. (2006, 30) put it, “Agents that are perceived as succeeding
in their missions are rewarded with larger budgets, allowing individuals to per-
form their jobs more easily or supervise larger staffs with compensatory benefits.
Agents that are perceived as failing are punished with smaller budgets, and may
even be eliminated entirely.”

staff—probing the argument’s posited causal mechanisms as
well as its main propositions. I then subject the argument to
statistical tests based on a new institution-year-level dataset
that includes all six sets of existing indicators—which collec-
tively assess fifty-three development-oriented institutions—
and covers the period 2000-2016. I employ a two-way fixed
effects strategy, comparing funding levels prior to and fol-
lowing the release of each set of indicators in (1) assessed in-
stitutions only (a before-after design) and (2) an expanded
sample that includes a “control group” of unassessed institu-
tions (a difference-in-differences (DiD) design). I measure
competition by conducting a survey of institutional staff and
alliance depth and extensiveness by mapping operational
collaboration with nonstate actors at multiple stages of the
policymaking process. The results remain consistent with
the argument across a variety of specifications, including a
regression discontinuity design (RDD) that seeks to distin-
guish the effect of ratings from the effect of changes in un-
derlying institutional performance.

By theorizing and empirically examining the financial
consequences of performance indicators, the study con-
tributes to three areas of ongoing research in international
relations. First, it adds to a fledgling research agenda on
the emergence and impact of comparative performance
indicators in world politics by analyzing when—and not
just whether—they shape state behavior (Davis et al. 2012;
Cooley and Snyder 2015; Merry, Davis, and Kingsbury 2015;
Kelley and Simmons 2019). It thus sheds broader light on
the mechanisms by which evaluative information can be-
come a source of power in the international system—and,
equally important, the limits of such power. Second, as sug-
gested earlier, it provides the basis for a more nuanced
understanding of the politics of multilateral financing and
foreign aid allocation, showing that while donors do indeed
respond to performance concerns, such responsiveness is
not unconditional. Third, and relatedly, it extends and con-
nects the growing literatures on institutional competition
(e.g., Frey 2008; Alter and Meunier 2009; Lipscy 2015) and
operational alliances (Abbott and Snidal 2010; Abbott et al.
2015; Lall 2017) in global governance by highlighting the
role of these variables in moderating the financial effects of
performance indicators. In doing so, it underscores the im-
portant insight of recent scholarship on organizational ecol-
ogy that institutions should be analyzed not in isolation but
in their proper environment contexts (Abbott, Green, and
Keohane 2016; Eilstrup-Sangiovanni 2020; Morin 2020),
and complements such research by showing how relational
features of such contexts can influence the distribution of
material resources, as well as general patterns of institu-
tional creation, change, and demise.

Performance Indicators: Overview and Puzzle

To illustrate the puzzling variation in the relationship be-
tween performance indicators and resource flows, I begin
with a brief overview of these assessments. As summarized
in Table 1, since 2008 indicators have been produced by
five states—Australia, Denmark, the Netherlands, Sweden,
and the United Kingdom—and the Multilateral Organiza-
tion Performance Assessment Network (MOPAN), a group
of eighteen major donor countries that evaluates the effec-
tiveness of international organizations.> While directly moti-
vated by the global financial crisis, the assessments reflect a

3While most MOPAN members have conducted some form of individual eval-
uation exercise, only these six assessments include comparative performance rat-
ings and are publicly accessible. The various documents comprising each assess-
ment are listed in online appendix 1.
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Figure 1. Performance ratings and post-assessment changes in resource flows.
Notes: Post-assessment changes in log contributions (y-axis) are calculated relative to a five-year pre-assessment average. The

shaded region represents a 95 percent confidence interval.

long-standing international agenda to promote “global pub-
lic value” in foreign aid by allocating resources transpar-
ently and on the basis of credible evidence (Obser 2007).
Rather than political interests, they purport to be informed
by sources such as stakeholder surveys and interviews, field
visits, feedback from overseas missions, and related (but nar-
rower) assessments such as Publish What You Fund’s Aid
Transparency Index (ATI) and the Center for Global Devel-
opment’s Quality of Official Development Assistance (QuODA)
evaluation (Lall 2017). They thus aim not merely to for-
malize existing views about institutional performance but
to provide new and more systematic information on this
variable. The fifty-three assessed institutions (listed in on-
line appendix 1), which are selected primarily on the basis
of past funding levels and alignment with assessors’ policy
goals, comprise forty-three intergovernmental bodies, eight
public—private partnerships (PPPs), and two nongovern-
mental organizations (NGOs). While spanning issue areas as
diverse as agriculture, education, the environment, health,
humanitarian aid, and trade, these institutions share a broad
development orientation.

The assessments assign numerical or categorical ratings
to institutions on different dimensions of performance—
such as delivery of results, cost-effectiveness, strategic man-
agement, and knowledge management—which are mostly
aggregated into a single summary indicator. Two assess-
ments include no summary measure: the Swedish assess-
ment, which contains two quasi-summary indicators; and the

MOPAN assessment, which contains fourteen sub-indicators
scored on two separate scales, one based on a cross-national
stakeholder survey and the other based on a review of in-
stitutional documents by two consulting firms. For ease
of comparison, I average scores across the Swedish and
MOPAN sub-indicators—which are highly correlated—into
one summary indicator in all subsequent analyses.* Perhaps
unsurprisingly, given that the assessments claim to draw on
similar data sources, there is also a fairly strong association
between their ratings: the mean correlation among summary
scores during the period between their initial release (year
p) and 2016 is r = 0.45; nineteen of the twenty-one individ-
ual coefficients are positive and statistically significant at the
10 percent level.

Figure 1 offers a graphical overview of the relationship
between ratings and funding trends in assessed institutions,
drawing on original financial data.> The xaxis measures
an institution’s mean standardized summary score between
year fand 2016; the yaxis measures the change in an in-
stitution’s mean log annual contributions (in millions of
inflation-adjusted United States dollars) between the five

* Categorical ratings are converted into discrete numerical scales in all analy-
ses.

®The data come from financial statements and annual reports, which I ac-
quired online and in some cases through personal communications with officials
and visits to institutional libraries and archives. A full list of data sources is pro-
vided in online appendix 2.
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years prior to fand the period from fto 2016.5 For around
half of the sample, trends are consistent with the con-
ventional wisdom about how donors respond to perfor-
mance assessments: institutions with higher ratings have re-
ceived larger increases in contributions since year f (roughly
the lowerleft and upperright quadrants). For the rest of
the sample, however, they provide little support for this
perspective: recipients of below-average ratings have seen
sizable increases in funding (upper-left quadrant), while
recipients of above-average ratings have seen either dispro-
portionately small increases or declines (lowerright quad-
rant). The upshot of these differences is a very weak overall
relationship between x and y, with only twenty of the fifty-
three institutions falling inside the 95 percent confidence
interval around the regression line.

Figure 2 provides a disaggregated view of such variation
by displaying time-series data on resource flows to twelve
individual institutions. For the top six institutions, funding
patterns are consistent with the conventional wisdom: the
first three have received high ratings and enjoyed strong
growth in contributions since the first year they were as-
sessed; the second three have received low ratings and ex-
perienced weak or negative growth. Visual analysis of the
timing of these changes suggests that they were a response
to the ratings rather than a product of longer-term funding
trends. The bottom six institutions display the opposite pat-
terns: the first three (third row) have been awarded high
ratings but subsequently suffered stagnation or decline in
funding; the last three (fourth row) have been awarded low
ratings but seen a sharp upturn. Unlike before, visual analy-
sis of these trends suggests that they were not influenced by
ratings. In short, only in a subset of institutions do resource
flows appear to have been responsive to ratings.

The Relational Politics of Performance Assessment

Resource flows to international institutions are shaped by a
variety of factors—from the perceived importance of their
missions to states’ political and strategic interests to the
broader macroeconomic environment—among which ap-
praisals of institutional performance are often considered
one of the most salient. Institutions seen as more effec-
tive are of greater value both to donors that genuinely care
about their missions (Winters 2010; Dietrich and Wright
2015; Dietrich 2016) and to donors that delegate author-
ity to them for strategic reasons, such as signaling to do-
mestic electorates that foreign aid allocation is not politi-
cized (Milner 2006; Schneider and Tobin 2016). Indicators
and other evaluative metrics provide a concise, precise, and
seemingly objective source of information on institutional
performance, shaping perceptions of the status, reputation,
and legitimacy of assessed institutions and, by extension,
the actors that materially sustain them (Kelley and Sim-
mons 2019). In reality, of course, all such metrics embody
subjective choices about performance measurement and as-
sessment that reflect the interests, preferences, and biases
of those who produce them (Gutner and Thompson 2010;
Davis et al. 2012; Cooley and Snyder 2015; Merry, Davis, and
Kingsbury 2015). Given the indicators’ strong basis in em-
pirical evidence and the influence and credibility of their
creators in the donor community, however, they can nev-
ertheless serve as a useful means of justifying and legiti-
mating multilateral funding decisions for foreign ministries
and aid departments as well as for political principals in

5The inflation adjustment is made using the US Consumer Price Index (with
2000 as the base year).

government—whether or not these actors sincerely wish to
improve performance or believe ratings to be accurate. In
other words, indicators have the potential to bring about an
increase in funding for high-rated institutions and a reduc-
tion for low-rated institutions.

I argue, however, that this potential will not be real-
ized in all circumstances. As highlighted by recent analy-
ses of organizational ecology in global governance, institu-
tions exist not in a vacuum but in a communal governance
space—or environment—defined by a finite population
and endowment of material, political, and social resources
(Abbott, Green, and Keohane 2016; Eilstrup-Sangiovanni
2020; Morin 2020). Members of this population may hail
from different levels (subnational, national, and suprana-
tional) and sites of authority (public, private, and hybrid)
but seek to shape substantive activities and patterns of re-
source allocation in the same issue area, whether by per-
forming, supporting, or influencing the exercise of gover-
nance functions. The central claim of my argument is that,
holding other determinants of resource flows constant, the
financial consequences of performance indicators are con-
tingent upon the relationship between assessed institutions
and other members of their environment’s population. In
particular, I posit that ratings are more likely to influence
resource flows via the mechanisms delineated above under
two relational conditions, both of which concern the struc-
ture of this population: (1) institutions are subject to a high
degree of resource competition and (2) institutions possess
deep and extensive operational alliances with actors above
and below the state.

Resource Competition

The degree of resource competition faced by international
institutions is a function of the number of other institu-
tions within their environment that exercise similar gover-
nance tasks to them. This variable has traditionally received
relatively little attention from international relations schol-
ars, a possible consequence of the influence of functionalist
approaches to analyzing institutional creation and design,
which imply that overlap in governance functions is ineffi-
cient and redundant (since only one institution should be
needed to perform a given function). In reality, as recent
studies point out, institutional competition can vary sub-
stantially (Frey 2008; Alter and Meunier 2009; Lipscy 2015;
Abbott, Green, and Keohane 2016). Some environments
are sparsely populated or contain niches in which institu-
tions enjoy a monopoly or quasi-monopoly over governance
functions; other environments are densely populated with
functionally similar institutions, each of which makes only a
marginal contribution to the aggregate provision of gover-
nance goods.

These differences are mainly determined by two factors.
The first is the presence of barriers to entry into the “mar-
ket” for governance functions, i.e., costs that prevent or de-
lay institutions from exercising such functions. In the mainly
low-politics issue areas covered by performance indicators,
for instance, a major entry barrier is the need for task-
specific legal, scientific, or policy knowledge (Lipscy 2015).
The second is the size of economies of scale in the provi-
sion of governance functions, i.e., reductions in the average
cost of provision as output increases. A common source of
scale economies in low-politics domains is network effects
associated with the development and promulgation of inter-
national rules and standards, a task that usually requires the
application of technical expertise and thus also tends to en-
tail high entry barriers.
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Figure 2. Funding trends in selected high- and low-rated institutions

Note: See online appendix 1 for institutions’ full names.

How do differences in the barriers to entry and
economies of scale associated with governance tasks mod-
erate the financial effects of performance indicators? When
tasks are characterized by high entry barriers or scale
economies, institutions occupy environmental niches with
few or no close substitutes. Given the high transaction costs
and uncertain distributional consequences of creating new

institutions, donors are thus likely to avoid sanctioning
low-rated institutions for fear of jeopardizing the benefits
of institutionalized cooperation (Jupille, Mattli, and Snidal
2013). That is, the expected gains from reducing or freez-
ing funding in response to low ratings are likely to be out-
weighed by the expected costs of a reduced supply of gov-
ernance goods in the environment. Nor, if donors avoid
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such sanctions, will they have strong incentives to provide in-
creased funding for high-rated institutions: expanding mul-
tilateral budgets—which are often under pressure—can be
politically costly, and since threats to punish suboptimal per-
formance in the future are not credible, rewards may not
have their desired effect of encouraging sustained effective-
ness.

When governance functions are characterized by low bar-
riers to entry or nonincreasing returns to scale, by contrast,
institutions have a sizable pool of potential replacements.
In other words, there are numerous avenues through which
donors can realize their desired level of governance goods
in the environment. As a result, they can afford to sanc-
tion low-rated institutions without fear of compromising the
overall supply of such goods. Conversely, expanding fund-
ing for high-rated institutions is now a viable and attractive
strategy: resources previously provided to lower-rated insti-
tutions are available for reallocation, and because the threat
of sanctioning weak future performance is credible, rewards
are more likely to incentivize continued effectiveness. In
sum, I expect only a high degree of resource competition
to result in a positive relationship between performance rat-
ings and resource flows to assessed institutions.

Operational Alliances

Operational alliances are (formal or informal) partnerships
between international institutions and actors above and be-
low the state—including NGOs, businesses, PPPs, transgov-
ernmental networks, and other international institutions—
that involve voluntary and sustained collaboration in the
exercise of governance functions.” Common examples in-
clude the enlistment of local NGOs to monitor and imple-
ment aid projects, the joint development of corporate best
practices and codes of conduct with industry associations,
and the delegation of standard-setting functions to net-
works of national regulatory agencies. Such arrangements
are based on a convergence of goals and interests. Institu-
tions are often unable to extract from their environment
the requisite material, informational, and organizational re-
sources to fulfill their mandates. Partners have incentives
to help institutions address these capacity deficits because
they have aligned objectives and derive material and non-
material benefits from collaboration, including access to re-
sources, publicity, and legitimacy (Abbott and Snidal 2010;
Abbott et al. 2015). Alliance formation thus reflects both
the functional needs of institutions and the environment’s
population of nonstate actors with the willingness and abil-
ity to assist them (some functional tasks are more amenable
to collaboration with such actors than others).

While many institutions have forged operational alliances
in recent years, there is substantial variation in the depth
and extensiveness of these arrangements. Upon closer inspec-
tion, many alliances turn out to be largely symbolic arrange-
ments formed to satisfy top-down or external pressures for
stakeholder engagement (Abbott et al. 2015). I consider al-
liances to be deep only if they involve substantive collabora-
tion at one of five principal stages of the international poli-
cymaking process: agenda-setting, formulation, monitoring,
implementation, and enforcement. Similarly, some alliances
are confined to a single stage of this process, whereas others
encompass multiple types of policymaking activities, caus-
ing institutions and partners to invest greater (material and

» o«

" Closely related concepts include “joint governance,” “network governance,”
“governance partnerships,” “multi-stakeholder partnerships,” and “orchestra-
tion.”

nonmaterial) resources in the relationship and to become
more dependent on each other for the successful pursuit
of shared goals. That is, more extensive partnerships give
each party a greater stake in the other’s behavior and per-
formance.

Deep and extensive operational alliances create incen-
tives for partners to behave in ways that enhance the sen-
sitivity of resource flows to performance indicators. While
high ratings make institutions a more attractive target for
funding, there is no guarantee that bureaucrats responsi-
ble for allocating donors’ multilateral resources will become
aware of them or be permitted by political principals to al-
ter allocations in response to them. Due to their close oper-
ational ties with institutions and support for their policies,
partners in deep and extensive alliances stand to gain from
eliminating informational and political “bottlenecks” pre-
venting high ratings from translating into additional con-
tributions. They can contribute to this end in several ways,
including lobbying governments and other donors at the
domestic level; publicizing and disseminating information
about the assessments; identifying and targeting potential
new donors; and increasing their own contributions (Broz
and Hawes 2006; Lavelle 2011). When alliances are shallow
and narrow, partners have less to gain from an expansion in
institutional resources, weakening their incentives to pursue
these strategies.

When an institution receives low ratings, the implications
of differences in alliance characteristics are less obvious. It
may appear that partners in deep and extensive alliances will
seek to shield the institution from sanctions using the mobi-
lization strategies mentioned above. I argue, however, that
they are more likely to respond in ways that increase such
sanctions. This is because low ratings raise two key types
of costs for partners: (1) the reputational costs of associa-
tion with an institution, which can be sizable due both to
the scarcity of direct information about the performance
of nonstate actors and—particularly in the case of NGOs—
to the significant weight placed on quantitative metrics of
such performance (Gent et al. 2015; Mitchell and Stroup
2017);® and (2) the opportunity costs of foregoing collab-
oration with higherrated institutions, which can include
reputational benefits and an enhanced ability to achieve
their goals (depending on the extent to which ratings cor-
respond to their own assessments of performance) (Gutner
and Thompson 2010). Partners thus have incentives to pub-
licly distance themselves from the institution and, if they
are able to form operational ties with a better performer,
to scale down or withdraw their support. These actions, in
turn, exacerbate the reputational damage suffered by the
institution and create fears that its performance may deteri-
orate even further. The upshot will tend to be an intensifi-
cation of sanctions. When alliances are shallow and narrow,
this sequence of events is less likely to transpire: as there
is no meaningful exchange of resources or services, part-
ners would neither incur (reputational or opportunity) costs
from maintaining the relationship nor inflict (reputational
or operational) damage on the institution by reducing their
support. This line of reasoning suggests that only deep and
extensive alliances will render resource flows responsive to
ratings.

8 As Gent etal. (2015, 431) note, “As donors cannot easily evaluate the perfor-
mance of NGOs, donors must focus on outcome-based metrics to assess whether
or not an NGO meets expectations.” Both Gent et al. (2015) and Mitchell and
Stroup (2017) emphasize the general importance of reputation for NGOs—in
particular being regarded as effective—since, unlike states, they typically cannot
rely on material resources and coercive power to further their goals.
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Testable Implications

To summarize, the argument yields two main testable propo-
sitions. First, there is a weak overall (i.e., unconditional) re-
lationship between performance ratings and resource flows
to assessed institutions. Second, other determinants of fund-
ing equal, the sensitivity of resource flows to ratings is an in-
creasing function of (1) the number of competitors faced
by institutions and (2) the depth and extensiveness of in-
stitutions’ operational alliances with nonstate actors. If the
logic of the argument is correct, these conditional effects
should be accompanied by a series of intermediate, often
subtle behavioral and attitudinal changes: donors express-
ing fears that sanctioning low-rated institutions could en-
danger the provision of international public goods; partners
publicly distancing themselves from such institutions; and,
whether competition and alliance depth and extensiveness
are high or low, donors responding to ratings both as a way
of maximizing the “return” on their contributions and of
concern for their reputation and status. These changes are
naturally more difficult to detect through quantitative anal-
ysis than the main propositions, suggesting the value of a
mixed-methods approach to testing the argument.

It is worth noting that the second proposition implies
variation in competition and alliance depth and extensive-
ness among both high- and low-rated institutions. In other
words, ratings are not simply a function of the two moderat-
ing variables. From a theoretical standpoint, there are clear
reasons to expect such variation. While competition creates
pressures for institutions to perform well to secure fund-
ing, for instance, it can also lead to overlap and “crowding
out” that undermines effectiveness (Cooley and Ron 2002;
Alter and Meunier 2009). Similarly, while deep and exten-
sive alliances can bolster institutions’ capacity to perform
governance functions, they can also dilute the influence of
state principals and hence facilitate agency slack (Abbott
et al. 2015). Moreover, low ratings can themselves weaken
alliances if partners scale down their support or “defect” to
higher-rated institutions. A further implication of the argu-
ment, therefore, is that the two moderators are relatively
weak predictors of ratings.

Qualitative Evidence

How much evidence is there for these implications? I begin
my empirical investigation by examining primary and sec-
ondary qualitative sources on the financial impact of perfor-
mance indicators, including policy reports, budgetary docu-
ments, media coverage, and 172 semi-structured interviews
with representatives of fourteen donor states and officials
from thirty assessed institutions. These interviews, which in-
volve actors directly involved in allocating, mobilizing, or
managing multilateral resources, were conducted between
2012 and 2018, primarily in six cities: Geneva, London,
New York, Rome, Vienna, and Washington, DC.? In addition
to offering a preliminary test of the main hypotheses, this
examination sheds light on the argument’s posited causal
mechanisms and other observable implications.

The most direct evidence that indicators have influenced
resource flows comes from the states that produced them.

1 sent interview requests to (1) the development cooperation department of
all MOPAN member states and (2) the head of the secretariat and the budgetary
division of all institutions with offices in these cities. In most interviews, I began
by asking about broader issues of performance operationalization and measure-
ment, institution—donor relations, and pressures for improved effectiveness, only
asking directly about indicators if the interviewee did not mention them. Intervie-
wees agreed to be quoted on condition of anonymity.

All five governments that have conducted individual as-
sessments have explicitly stated that their findings have in-
formed subsequent funding decisions (see the most recent
assessment documents listed in online appendix 1), while
a survey of MOPAN’s eighteen members—a group that ac-
counts for approximately 90 percent of funding for the as-
sessed institutions—reveals that almost all use its evaluations
to “decide on funding allocations about multilateral organi-
zations” (MOPAN 2015, 19). Perhaps the most high-profile
example of such influence is the UK Department for In-
ternational Development’s (DFID’s) decision to withdraw
all assessed funding for four institutions—the International
Labour Organization (ILO), the United Nations Human
Settlements Programme (UN-Habitat), the United Nations
International Strategy for Disaster Reduction (UNISDR),
and the United Nations Industrial Development Organiza-
tion (UNIDO)—rated as “poor” value for money in its 2011
assessment. A recent update of the assessment has led to
similar sanctions for an additional institution—the Global
Facility for Disaster Risk Reduction (GFDRR)—and to the
creation of “performance agreements” with three other low-
rated institutions linking future funding to improved effec-
tiveness (Anders 2016; DFID 2016).

Interview evidence also reveals a high level of donor
responsiveness to indicators. As summarized in Table 2,
among the 160 interviewees (93 percent) who were aware
of them, 54 of the 63 donor representatives (86 percent)
indicated that indicators had influenced their allocations—
11 even referred to them as the single most “important”
or “salient” factor in the decision-making process—while
82 of the 97 institutional officials (85 percent) believed
that they had affected resource flows to their institutions.
Several donors described “triangulating” between different
sets of indicators when determining allocations, in part to
determine the general consensus of the donor commu-
nity and in part to avoid idiosyncrasies in any given assess-
ment. In line with the argument, some interviewees also
drew attention to reputational concerns provoked by indi-
cators. According to a Swiss bureaucrat, “Ratings have al-
tered the terms in which governments frame and justify
funding decisions, causing them to emphasize “efficiency”
and “value for money” rather than national interests. Since
the ratings are comparative, they have created a dynamic
whereby rewarding good performers and sanctioning bad
ones is critical to being seen as a smart and responsible
member of the donor community.”!? Officials also attested
to the indicators’ financial impact. Division heads in the
Joint United Nations Programme on HIV and AIDS (UN-
AIDS) and the United Nations Development Programme
(UNDP), for instance, cited the combination of low ratings
and intense resource competition—the governance spaces
in public health and economic development are densely
populated—as the main reason for their agencies’ recent
fall in funding (FAO 2007).!! Interestingly, the former also
highlighted framing and reputational effects strikingly par-
allel to those mentioned above, noting that “being directly
compared with peers” had made UNAIDS’ “culture more
efficiency- and results-oriented” and heightened “concerns
about our reputation and status.”!2

Is there other evidence that the indicators’ financial ef-
fects have been moderated by resource competition and

19 Author interview with employee of Swiss Agency for Development and Co-
operation, Geneva, June 9, 2012.

I Author interview with UNAIDS division director, Geneva, June 12,2012 and
author telephone interview with UNDP division director, May 21, 2018.

12 Author interview with UNAIDS division director, Geneva, June 12, 2012.
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Table 2. Summary of interviews with donor representatives and institutional staff
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Financial impact of indicators

) Moderated by:
Total # of Aware Experience ——— —————————
Location Subject role State/institution Dates interviewees  of indication  of impact  Compelition Alliances
Boston Institutional staff IADB April 2016 1 1 1 0 1
Geneva Donor Belgium, France, May—June 2012 11 10 8 7
Germany,
Switzerland
Institutional staff ICRC, IFRC, ILO, May-June 2012 17 15 13 8 7
OHCHR, UNAIDS,
UNCTAD, UNHCR,
WHO, WTO
London Donor Denmark, India, June 2012; July 2014 11 9 8 6 7
Sweden, UK
Institutional staff ASDB, COMSEC, June 2012; July 2014; 8 7 7 7 6
EBRD, ICRC July 2015
New York Donor Malaysia, Panama, May 2012; May 2018 12 12 9 7 6
USA
Institutional staff CERF, UNDP, May 2012; May 2018 11 11 9 7 8
UNFPA
Rome Donor Italy January-February 2015 8 8 7 6 5
Institutional staff FAO, IFAD, WFP January-February 2015 19 17 14 9 10
Vienna Donor Austria June 2015 3 3 3 2 3
Institutional staff UNIDO June 2015 9 8 7 6 4
Washington, Donor Canada, United May 2012; May 2018 11 10 9 8 7
DC States
Institutional staff IFC, IMF, MLF, WB  May 2012; May 2018 26 24 20 16 17
Remote Donor Australia, Japan 2013-2015 11 11 9 6 7
Institutional staff CIFS, EDF, PIDG, 2013-2015 14 14 11 8 7
UNICEF, UNEP,
UNW, WB
Total 172 160 136 104 102

operational alliances? A closer look at DFID’s funding al-
locations following its 2011 assessment suggests that it has
been less responsive to ratings when competition is limited
and alliances are weak. Of the eight institutions awarded the
lowest summary rating (“poor”), for example, the only two
that have avoided funding cuts are the United Nations Entity
for Gender Equality and the Empowerment of Women (UN
Women), the sole IGO with a mandate to promote women’s
rights, and the Food and Agriculture Organization (FAO),
which, in addition to playing a unique role in safeguarding
global food security through information gathering, stan-
dard setting, and capacity building, has been criticized for
failing to collaborate effectively with nonstate actors. Sim-
ilarly, of the nine institutions awarded the highest rating
(“very good”), the only one that has failed to receive addi-
tional contributions is EDF, a poverty reduction fund known
to possess few alliances due to its “joint ownership” gover-
nance model, in which recipient country governments—but
not nonstate actors—play a role in designing and imple-
menting aid projects (Gavas 2012).

Interview evidence corroborates these conditioning ef-
fects. Forty-three of the fifty-four donor representatives
(80 percent) who were responsive to indicators described
modifying their allocations based on an institution’s num-
ber of competitors, a tendency observed by sixty-one of
the eighty-one officials (74 percent) who reported ratings-
induced changes in funding. Donors repeatedly expressed
fears that sanctioning low-rated institutions with few substi-
tutes could jeopardize key global public goods. As a senior
Italian civil servant explained, “While [ratings] do guide our
funding decisions, it’s not always in our interest to follow

them. For instance, if we stop financing UNEP because it
is poorly rated, who will lead the global response to climate
change?”!® Such concerns were also recognized by poor per-
formers themselves, with one UNEP official even suggesting
that the agency had been “saved from life-threatening cuts”
by its “unique niche in coordinating national efforts to ad-
dress climate change.”!* Conversely, staff in strong perform-
ers highlighted how limited competition had weakened in-
centives for donors to reward them. One economist in the
Multilateral Fund for the Implementation of the Montreal
Protocol (MLF), for instance, complained that the institu-
tion’s relatively strong ratings had not led to more fund-
ing because “we’re the only source of multilateral financing
for mitigating ozone depletion, which makes it difficult for
donors to pull the plug if we perform badly in the future—
and, as economists know, rewards don’t work without a cred-
ible threat of sanctions.”

Similarly, forty-two of the fifty-three donor representa-
tives (78 percent) who acted on ratings indicated that
the depth and extensiveness of institutions’ operational al-
liances had shaped their response, with sixty of the eighty-
two officials (73 percent) who observed financial assess-
ment power also reporting such effects. A recurring theme
was the importance of strong alliances—especially those
involving well-resourced partners—in providing high-rated
institutions with the political and organizational support

1% Author interview with employee of Italy’s Ministry of Foreign Affairs and
International Cooperation, Rome, January 23, 2015.

1 Author telephone interview with UNEP programme officer, December 2,
2013.

15 Author interview with MLF staff economist, Washington, DC, July 14, 2018.
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necessary to mobilize additional funding. The following
view, expressed by a UNHCR official, was typical:

“We’ve received consistently high scores in the evalua-
tions, but wouldn’t have enjoyed such a large increase in
funding if it hadn’t been for our major NGO partners, such
as the International Rescue Committee, Save the Children,
and the Scandinavian Refugee Councils ... They’ve been in-
credibly effective in using their campaigning infrastructure
to raise public awareness about the ratings and their politi-
cal contacts to lobby large donor governments—in particu-
lar the US—for increased contributions.”!6

Government officials also acknowledged the influence of
nonstate partners in their decision to reward high-rated in-
stitutions. One employee of the US Agency for Interna-
tional Development (USAID), for instance, noted that its
near threefold increase in annual contributions to UNHCR
since 2008 is “in part the result of an aggressive ratings-
focused lobbying drive by the agency’s most well-resourced
NGO partners.”'7 Staff from low-rated institutions, by con-
trast, lamented the unexpected tendency of deep and ex-
tensive alliances to exacerbate the financial damage caused
by indicators. In the words of a partnerships coordinator in
the Commonwealth Secretariat, “Instead of using their clout
with donors to protect us against funding cuts [resulting
from low ratings], many of our most important civil society
partners have weakened or severed ties with us, causing even
greater alarm among our donors. Unfortunately, the result
has been yet deeper cuts.”!® Some donors publicly mooted
extending funding cuts to NGOs that worked with the Com-
monwealth Secretariat, suggesting that partners’ distancing
behavior may have been motivated by fears for their own fi-
nancial viability—a stark illustration of the costs of associa-
tion with a low-rated institution.!?

Statistical Analysis

This section presents statistical tests of the argument using a
new dataset covering fifty-three institutions over the period
2000-2016 (part of which was introduced earlier). This anal-
ysis complements the qualitative examination both by pro-
viding systematic information on variables of interest and by
evaluating the generalizability of its findings to the full sam-
ple of assessed institutions.

Research Design and Data

I employ a before-after fixed effects strategy in which re-
source flows are the outcome variable, performance rat-
ings are the treatment variable, and competition and al-
liance depth and extensiveness are moderating variables.
This strategy involves estimating the change in resource
flows following the release of each set of indicators, first
solely within the treatment group and then relative to a con-
trol group of unassessed institutions (through DiD estima-
tion).

Resource flows are measured as the log financial contri-
butions in inflation-adjusted millions of US dollars received
by institution 7in year ¢ (Log Contributions;). The inclusion of
contributions from all donors—not just assessors—creates a
tougher test for the argument, since donors that have not

16 Author interview with UNHCR financial officer, Geneva, June 6, 2012.

17 Author interview with employee of USAID, Washington, DC, May 8, 2012.

18 Author interview with Commonwealth Secretariat partnerships coordina-
tor, London, July 6, 2014.

19 Author interview with employee of DFID, London, June 30, 2012 and au-
thor telephone interview with employee of Australian Agency for International
Development, March 4, 2014.

produced indicators are not expected or obliged to modify
their allocations in response to other states’ assessments.

The treatment variable, Rating; .1, is equal to institu-
tion ¢’s standardized summary score in assessment « in year
t—1 or to 0 if i was not rated in this year:

Summary; , ,_; - Summmya,t_1
oSummary; , ,_,

Rdtingi!a,t,l _ if year > g

if year < g,

1)

where g denotes the year in which i received its first rating
in a. Standardization allows for comparability across differ-
ent rating scales and, as discussed below, facilitates testing
of the key conditional hypothesis. To maximize the sample
size and capture the possibility that donors are “triangulat-
ing” between different assessments (as suggested by the in-
terviews), I also employ an average of the seven Rating; 1
measures.

Turning to the moderators, in the absence of a compre-
hensive database on institutions’ functional tasks, I follow
a common approach in economics and measure competi-
tion using a survey of assessed institutions’ head officials,
which I conducted online between September 2013 and Jan-
uary 2017 (receiving a response from all institutions). Partic-
ipants were asked the following question for each year since
2007 (the year before the first set of indicators was released):
“How many international institutions perform a similar function to
yours and thus might be seen to compete with it?’?° Five response
options were provided: (1) “Zero”, (2) “Between 1 and 57,
(3) “Between 5 and 107, (4) “Between 10 and 20”, and (5)
“More than 20.” Competition; o1 is constructed by convert-
ing institution ¢'s response for year g — 1 into a five-point
scale ranging from 0 (corresponding to option 1) to 4 (cor-
responding to option 5).2! Values are fixed at year g -1 to
avoid possible posttreatment bias resulting from an interme-
diate causal effect from ratings to competition. In general,
responses are consistent with perceptions of competition in
the global governance literature. For instance, institutions
that are widely viewed as performing unique functions, such
as the ILO and the World Trade Organization (WTO), have
a Competition; ,, .1 value of 0 for all years; in contrast, institu-
tions that are seen as facing intense competition, such as the
UNDP, the World Bank, and other development financiers,
have consistently higher values.

Alliances; g1 is a normalized scale measuring the number
of operational alliances possessed by institution zin year g—1
weighted by their depth and extensiveness. Information on
alliances comes from institutions’ official websites, most of
which have a section devoted specifically to “partnerships”
or “collaborations.”®? For each listed partner, i is assigned
a score of 1 if the alliance involves substantive cooperation
at the agenda-setting, formulation, monitoring, implemen-
tation, or enforcement stage of the policymaking process (as
opposed to a purely symbolic affiliation) and a score of 0
if it does not. This score is then multiplied by the propor-
tion of policymaking stages covered by such collaboration.
If ¢ has no reported alliances, it receives an overall score of
0. The correlation between Alliances;,, and Competition;q, is

2The survey, which was implemented using the Qualtrics Survey Software,
was sent to participants via an emailed link. To check the reliability of responses, I
sent the survey to another senior official (usually a division or department head)
in one-quarter of institutions. In no instances were there discrepancies between
the two sets of answers, suggesting a high degree of reliability.

2 The overtime distribution of the two moderating variables is displayed in
online appendix 3.

22To access older versions of these websites, I use the Internet Archive’s
Wayback Machine (https://archive.org/web). Last access date June 12, 2019.
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Figure 3. Unconditional relationship between ratings and resource flows.
Notes: The results are from separate estimations of Equation 3 (left and middle panels) and Equation 5 (right panel) with
different treatment measures and samples. The lines represent 95 percent confidence intervals based on robust standard

errors, clustered by institution.

positive but weak (r= 0.11), allaying possible concerns that
one moderator is strongly influenced by the other. Summary
statistics for all variables in the dataset are provided in on-
line appendix 3.

Baseline Model

I estimate two sets of baseline fixed effects models using or-
dinary least squares (OLS). The first set tests the proposition
that there is a weak overall (i.e., unconditional) relationship
between ratings and resource flows:

Log Contributions;; = o + y; + ¢, + ,BRatz'ngi‘anl + Eiats
(3)
where y; denote institution fixed effects and ¢, year fixed
effects. To address possible heteroskedasticity and serial cor-
relation in outcome values, I cluster robust standard errors
by the institution in all specifications (Bertrand, Duflo, and
Mullainathan 2004).

The use of a two-way fixed effects estimator forces the av-
erage treatment effect (f), the causal parameter of interest,
to be estimated not across but within units over time. This
helps to control for potentially confounding factors that are
specific to institutions but unlikely to vary much between
the pre- and posttreatment periods, such as institutions’ mis-
sions and donors’ foreign policy priorities, as well as those
that are specific to years but likely to affect all assessed insti-
tutions, such as global macroeconomic trends and other so-
cial, political, cultural, and technological changes that could
affect the international community’s engagement with such
institutions.

The second set of models tests the conditional hypothesis
that the sensitivity of resource flows to ratings increases with
competition and alliance depth and extensiveness:

Log Contributions;y = o + y; + ¢, + BRating; 4 -1
+ Y Rating; , ,_y x Competition; o1 + O Rating; ., 4
(4)

x Alliances; 4,g—1 + €;as-

As the moderators are time-invariant, they are absorbed
by the institution fixed effects and thus do not need
to be included as separate lower-order terms. Note that
standardization of the treatment variable ensures that the
conditional hypothesis is tested correctly: institutions with
below-average ratings have negative interaction-term values
that decrease with the moderators, whereas institutions with
above-average ratings have positive values that increase with
them. The causal parameters of interest in this specification
are ¥ and 4, which represent conditional average treatment
effects.

Consistent with the argument, the treatment is only
weakly related to the two moderators. In a regression of
Rating;,, on Competition; , 1 and Alliances; ,,,—1 thatincludes
institution and year fixed effects, only one of the sixteen
estimated coefficients on the moderators is statistically sig-
nificant at the 10 percent level, and the remaining fif-
teen estimates possess mixed signs. Nor, it is worth noting,
is the treatment strongly predicted by the outcome vari-
able: a two-way fixed effects regression of Rating;, on Log
Contributions; 4,,—1 yields similarly weak results. Both sets of
estimates are reported in online appendix 4.

Results

The results of Equation 3, which are plotted in Figure 3,
indicate the absence of an unconditional treatment effect.
The left panel displays the estimated coefficients on the
eight Rating; ,,—1 measures with 95 percent confidence in-
tervals. In line with the argument, the estimates are small,
have conflicting signs, and cannot be statistically differenti-
ated from zero in any model.

The results of Equation 4, by contrast, provide support
for a conditional treatment effect. As reported in the up-
per panel of Table 3, the estimated coefficients on the in-
teractions between Rating; ,,—1 and the moderating vari-
ables (i.e., 1/} and 1§) are positive in all sixteen models
and significant or close to significant in twelve. Conditional
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Table 3. Conditional relationship between ratings and resource flows

QOutcome variable: Log contributions,
Performance assessment:

UK AUS DEN NET SWE MOP(S) MOP(R) AVG
(1) (2) (3) (4) (5) (6) (7) (8)
Sample: Assessed institutions only (baseline specification)
Rating; 1 —0.293™ —0.307" —0.125 —0.320™ —0.246 —0.12 —0.251 —0.256™
(0.129) (0.143) (0.105) (0.162) (0.194) (0.123) (0.283) (0.104)
Rating, 1 x Competitiong_1 0.125"* 0.109" 0.024 0.093" 0.016 0.024 0.036 0.086™
(0.043) (0.050) (0.019) (0.040) (0.048) (0.060) (0.106) (0.036)
Rating, 1 x Alliancesg_1 0.372" 0.549" 0.05 0.502" 0.554™ 0.213" 0.379 0.499"
(0.175) (0.316) (0.224) (0.256) (0.215) (0.113) (0.386) (0.198)
Constant 6.712" 2.836™ 6.734™ 6.850"" 6.755"" 6.852"" 6.851"" 2.810"
(0.094) (0.126) (0.068) (0.106) (0.088) (0.115) (0.120) (0.116)
Observations 612 633 287 543 367 272 272 791
R 0.923 0.927 0.977 0.91 0.939 0.903 0.903 0.917
Adjusted R? 0.915 0.919 0.974 0.9 0.932 0.889 0.889 0.909
Sample: Including unassessed control group (DiD specification)
) (10 an (12) (13) (14) (15) (16)
Rating; 1 —0.293" —0.315" -0.13 —0.320"" —0.245 —0.153 —0.266 —0.259™
(0.130) (0.143) (0.108) (0.161) (0.193) (0.114) (0.259) (0.105)
Rating;_; x Competition;_| 0.125"* 0.111* 0.024 0.089" 0.016 0.03 0.041 0.088"
(0.043) (0.050) (0.021) (0.039) (0.048) (0.059) (0.100) (0.036)
Rating;_1 x Alliances;_; 0.372" 0.563" 0.064 0.523™ 0.553"* 0.218" 0.394 0.493"
(0.173) (0.317) (0.217) (0.266) (0.210) (0.108) (0.359) (0.198)
Constant 5.239"* 5.285"" 5.243"" 5.308""" 5.253"*" 5.289"* 5.288"* 5.263"""
(0.107) (0.112) (0.130) (0.111) (0.121) (0.136) (0.135) (0.100)
Observations 1,088 1,109 763 1,019 843 748 748 1,267
R 0.935 0.935 0.953 0.935 0.947 0.944 0.944 0.93
Adjusted R? 0.929 0.929 0.949 0.93 0.942 0.939 0.939 0.923
Institution F.E. Vv Vv Vv Vv Vv Vv Vv Vv
Year FE. J J J J J J J J

Notes: OLS estimates with robust standard errors, clustered by institution, in parentheses. Competitiong,l and Alliancesg,l are not included as
separate terms because they are time-invariant and thus absorbed by the institution fixed effects; ™ p < .01, **p < .05, “p < .1.

on the moderators, resource flows are most responsive to
the UK, Australian, Dutch ratings, raising the possibility—
mentioned in some interviews—that these assessments are
perceived as particularly credible by the wider donor com-
munity. The results are also strong in the specification with
the average ratings measure (Model 8), providing evidence
of the triangulation behavior described in the interviews.
Note, however, that this pattern could also reflect the larger
sample size in these models (the Danish, Swedish, and
MOPAN assessments have the narrowest institutional cover-
age).

The upper panels of Figure 4 plot the estimated marginal
effects of the average treatment measure at different levels
of each moderator (holding the other at its mean). At low
values of Compelition; ayc,g—1 (left panel), the effect estimates
have mixed signs, are close to zero, and fail to reach signif-
icance at the 95 percent level. As competition intensifies,
however, they become larger, significant, and consistently
positive. More importantly, they become substantively signif-
icant: an increase in an institution’s mean standardized rat-
ing from 0 to 1 is associated with a rise in its contributions
of approximately 10 percent when it has five to ten competi-
tors (as of year g— 1), 20 percent when it has ten to twenty
competitors, and 30 percent when it has more than twenty
competitors.

Similarly, the marginal effects are small, varying in sign,
and indistinguishable from zero when alliances are shal-

low and narrow (or nonexistent) but sizable, positive, and
significant—both statistically and substantively—when al-
liances are deep and extensive (right panel). For institutions
in the upper quartile of the Alliances; 4,1 distribution, for
instance, shifting from 0 to 1 in Rating; 4,1 raises contri-
butions by 15-40 percent—an impressive 30-65 percentage
points higher than the equivalent figure when alliances are
at the bottom end of the distribution.

Unassessed Control Group

A possible threat to valid causal inference in standard
before—after designs is the presence of confounding tem-
poral trends that are specific to treated units. To address
this possibility, I estimate Equations 3 and 4 on an expanded
sample that includes a control group of unassessed institu-
tions (listed in online appendix 5), which are assigned a
Rating; ,,,—1 value of 0 for all years. Specifically, drawing on
multilateral funding data from assessor governments’ devel-
opment cooperation reports and project databases, I ran-
domly select thirty unassessed institutions that meet two cri-
teria: (1) they have received official development assistance
(ODA) from at least one assessor since 2000 and (2) they
publicly disclose their annual funding (for the 2000-2016
period).??

21n total, I identified almost 120 institutions that satisfy the two criteria. Fi-
nancial data sources for the thirty included institutions are provided in online
appendix 5.
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Figure 4. Estimated marginal effects of average rating on resource flows at different levels of competition and alliance

robustness

Notes: The plots are based on the results of Model 8 (upper panels) and Model 16 (lower panels), Table 3. Each set of
estimates, which is bounded by 95 percent confidence intervals, is computed with the other moderator held at its mean.

The inclusion of a control group changes the baseline
equations into DiD specifications that compare the average
difference in resource flows to assessed institutions follow-
ing the release of each set of ratings to the same difference
in the unassessed sample. The key identifying assumption
of the DiD estimator is that trends in the outcome variable
would have been the same for treated and control units
in the absence of the treatment. I assess the plausibility of
this assumption (which cannot be tested directly) using two
common strategies. First, I visually inspect whether the two
groups have parallel pretreatment outcome trends by plot-
ting their average levels of Log Contributions; from 2000 to
2016. The two trend lines, which are plotted in Figure 5,
have similar slopes and remain roughly equidistant through-
out the preassessment period. Second, as a more formal test,
I estimate a modified version of Equation 3 that includes 1-
3 year lags and leads as well as a contemporaneous measure
of Rating;,. As reported in online appendix 5, twenty-three
of the twenty-four estimated coefficients on the leads are sta-

tistically indistinguishable from zero, providing further evi-
dence that pretreatment funding trends do not systemati-
cally differ between assessed and unassessed institutions.

The results of Equations 3 and 4, which are displayed in
the middle panel of Figure 3 and in the lower panel of Table
3, respectively, are almost identical to the baseline estimates.
Similarly, the estimated marginal effects of Rating; 44,1 at
varying values of the moderating variables, which are plot-
ted in the lower panels of Figure 4 for the average measure,
are virtually indistinguishable from those reported above.?*
The high degree of similarity between the two sets of results
suggests that the baseline estimates were not strongly influ-
enced by sample-specific temporal trends.

24 To facilitate comparison with the baseline marginal effect estimates, moder-
ator values for unassessed institutions are set at the mean of the assessed sample
(this choice does not affect the results).
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Figure 5. Average funding levels in assessed and unassessed
institutions, 2000-2016

Note: To ensure that the composition of each group remains
stable, institutions created after 2000 are excluded.

Performance or Performance Indicators? An RDD

Another potential concern about the baseline models is that
they do not distinguish the effect of performance indicators
from the effect of changes in performance itself. The results
could conceivably be driven, for example, by shifts in under-
lying performance in the same direction as ratings. I seek to
address this possibility by employing an RDD that exploits ar-
bitrary thresholds in the rules stipulating how sub-indicator
scores are aggregated into summary scores in the UK and
Australian assessments (the only assessments with clear and
deterministic rules). As detailed in online appendix 6, the
UK assessment assigns summary scores between 1 and 4
based on a combined score on two sub-indices (Combined;;):
(1) a weighted mean of seven sub-indicators measuring in-
stitutions’ “contribution to UK development objectives” and
(2) an unweighted mean of five sub-indicators measuring
their “organizational strengths.” Australian summary scores,
which also range from 1 to 4, are based on thresholds in the
number of sub-indicator scores that exceed the scale mid-
point multiplied by a dummy for whether all scores exceed
the scale minimum (Number High;; x No Lowest;).
Institutions near each side of a given summary scoring
threshold are judged to perform at similar levels yet are
“treated” with different ratings.?> A plausible strategy for
isolating the effect of ratings, therefore, is to localize the
analysis to the neighborhood around the threshold dividing
institutions with above- and below-average summary scores
in each assessment, controlling for the variable determining
such scores (the “running variable”). In both assessments,
the mean summary score lies between 2 (“Adequate” in the
UK assessment and “Satisfactory” in the Australian assess-
ment) and 3 (“Good” and “Strong,” respectively). As the
treatment, therefore, I construct a variable that takes a value
of 1 if Summary; ,,—1 = 3 and of —1 if Summary; ,,—1 = 2

% As the UK assessment emphasizes, “Organizations close to the dividing line
between good and very good value for money, good and adequate value for
money, or adequate and poor value for money, will in practice have similar lev-
els of performance” (DFID 2011, 16).

(Above/Below; ,,,—1). The
the form:

RDD models thus take

Log Contributions; = o + y; + ¢,
+ BAbove/Below; 4,1 + f(Running; a1-1) + €iu, (5)

Log Contributions; = o + y; + ¢, + BAbove/Below; 4,1
+ Y Above/Below; o1 x Competition; 4 41
+ ¥ Above/Below; o1 x Alliances; 4, g—1
+ f(Running; 4.1—1) + €iat, (6)

where f(Running; ,,—1) represents a flexible function of
Combined; ;1 in the UK assessment and Number High; ;1 X
No Lowest; ;1 in the Australian assessment. A summary score
between 2 and 3 corresponds to a Combined; score on the
5-6 threshold and a Number High; x No Lowest; score on
the 3—4 threshold.?® I estimate Equations 5 and 6 at two
different bandwidths around these thresholds, specifying a
quadratic function of the running variable in each model:
(1) the smallest possible bandwidth and (2) the band-
width encompassing all institutions with summary scores
of 2 and 3.

The RDD estimates are consistent with the baseline re-
sults. In the four estimations of Equation 5, as shown in
the right panel of Figure 5, the coefficient estimate for
Above/Below; ,,,—1 has mixed signs and is statistically zero
at three bandwidths (the only significant estimate is neg-
ative). In contrast, in the four estimations of Equation 6,
whose results are shown in Table 4, all eight interaction-term
coefficients are positive and significant at the five percent
level. Estimated marginal effects, which are plotted in on-
line appendix 6, are positive and significant or near signifi-
cant at the 95 percent level at high values of each modera-
tor (standard errors are larger than in the baseline analysis
due to the substantially smaller sample size). Mean effect
sizes are slightly larger than those in the baseline analysis:
when institutions receive a summary score of 3, contribu-
tions rise by roughly 25 percent for a one-point increase in
Competition; , .1 and 80 percent for a one-point (i.e., full-
scale) increase in Alliances; ., 1, holding the other moder-
ator constant.?’ In sum, the results provide evidence of a
conditional relationship between ratings and resource flows
that is not driven primarily by changes in underlying perfor-
mance.

Additional Robustness Checks

The findings are robust to several additional specifications,
further details on which are provided in online appendix
7:28 (1) the inclusion of a battery of time- and institution-
varying controls, including an institution’s reliance on vol-
untary rather than assessed contributions, the degree of het-
erogeneity in member states’ foreign policy ideal points, and
the variance in an institution’s ratings across different as-
sessments; (2) averaging the data into single pre- and post-
assessment periods, another strategy for addressing serial

% An important identifying assumption of the RDD estimator is continuity in
potential outcomes across the threshold, which implies no “sorting” around this
value. A McCrary sorting test indicates no discontinuity in the density of the run-
ning variable at a UK threshold of Combined; = 5.5 and an Australian threshold
of Number High;, x No Lowest; = 3.5.

71 exclude the coefficient on Above/Below; 4,11 x Alliances; 4,1 in Model 3
because it is a major (positive) outlier.

2To save space, I only report the results of the baseline models in this ap-
pendix (as before, the DiD estimates are very similar).
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Table 4. RDD estimates: Conditional relationship between ratings and resource flows in restricted samples

QOutcome variable: Log contributions,
Performance assessment:

United Kingdom Australia
Band 1 Band 2 Band 1 Band 2
(1) (2) 3) (4)
Above/Below,;_1 0.251%* 0.289% 0.378** 0.121**
(0.115) (0.106) (0.088) (0.060)
Above/Below;_1 x Competitiong_; 0.545** 0.901%** 2.096™" 0.892%*
(0.242) (0.328) (0.486) (0.341)
Above/Below,_1 x Alliances,_; 3.002°"* 6.8107" 2.440% 2.746%
(0.156) (0.116) (0.248) (0.179)
Constant 0.251% 0.289™* 0.378%* 0.191%
(0.115) (0.106) (0.088) (0.060)
Observations 240 375 148 360
R 0.875 0.932 0.969 0.928
Adjusted R? 0.855 0.923 0.962 0.919
Running variable Combined,_ Number High,_; x No Lowest;_;
RDD bandwidth [5, 6] [5, 7] [3, 4] [2, 5]
Running;_; N J J Vv
Running,—1)? J v Vv J
Institution and year F.E. Vv v V4 J

Notes: OLS regressions with robust standard errors, clustered by institution, in parentheses. p < .01, **p < .05, “p < .1.

correlation in outcome values (Bertrand, Duflo, and Mul-
lainathan 2004); (3) splitting the two sets of moderators and
interaction terms in Equation 4 into separate models; (4) in-
cluding in Equation 4 a three-way interaction term between
the treatment, Competition; . g1, and Alliances; . 41 to test
the possibility that the conditioning effect of each modera-
tor depends on the other (finding limited evidence for it);?
(b) employing alternative strategies for estimating the inter-
action effects that allow for nonlinear relationships and pre-
vent excessive extrapolation (Hainmueller, Mummolo, and
Xu 2019); and (6) using an alternative measure of competi-
tion that proxies the presence of expertise-based entry bar-
riers and network effects-based scale economies in the ex-
ercise of governance tasks, namely, a dummy for whether
institutions perform standard-setting functions (as of year
g-1).

Two additional analyses, whose results also appear in on-
line appendix 7, merit special mention. First, one simple al-
ternative explanation for the observed relationship between
ratings and resource flows is that donors consider some pol-
icy issues to be particularly salient—whether intrinsically or
for political and strategic reasons—and are thus less sensi-
tive to ratings of institutions that deal with them. Although
plausible, this logic raises the question of why donors do
not reallocate resources from these institutions to higher-
rated ones with similar mandates (a strategy that would pre-
sumably yield even greater political and strategic benefits
for them). If the answer concerns competition or alliances,
then it is these variables that are doing the “explanatory
work.” It is possible, of course, that perceptions of issue
salience also influence the two moderators and thus con-
stitute a confounding variable in my analysis. As noted ear-
lier, the fixed effects strategy controls for institution-specific,
time-invariant confounders, and it is not obvious that these
perceptions would vary between the pre- and posttreatment
periods. Nevertheless, to more directly address this possi-

2 Both specifications include all constitutive two-way interactions.

bility, I interact the year fixed effects in the baseline mod-
els with dummies for the five most common policy areas
in the dataset—economic development, education, the en-
vironment, humanitarian aid, and public health—which al-
lows them to capture trends in resource flows that are spe-
cific to both years and issues. The main results remain intact,
while the interactive fixed effects are mostly weakly associ-
ated with the outcome.

Second, as the dataset includes many members of the
United Nations (UN) system—which share a distinctive set
of historical influences, values, and political dynamics—one
might wonder whether the results differ between these in-
stitutions and the rest of the sample. I explore this question
using two strategies, finding little evidence of such a differ-
ence.? First, I interact a dummy for whether an institution is
a member of the UN system with the treatment in Equation
3 and with the interaction terms in Equation 4.3! All coef-
ficients on these interactions fall well short of significance,
indicating that the estimated treatment and moderation ef-
fects do not vary significantly with membership. Second, I
rerun the baseline models on members and nonmembers
separately, which is equivalent to interacting all regressors
with the membership dummy. Both sets of results remain in
line with the argument.

Disaggregating Indicators and Contributions

Finally, I investigate whether the findings vary by the di-
mension of performance being assessed and by the donor
providing contributions. Specifically, I re-estimate Equations
3 and 4 disaggregating (1) the treatment variables by the

%0 This may be because most of the non-members are nevertheless closely con-
nected to the system through alliances, ad-hoc collaborative arrangements, or
membership of institutional groups and are thus treated similarly to members
by donors.

3 The lower-order interaction between Rating; ,,,—1 and the membership
dummy is also included in Equation 4.
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individual sub-indicators in each assessment and (2) the out-
come variable by the eighteen individual assessor states. The
results of the two sets of analyses, which are reported and
discussed in further detail in the online appendices 8 and
9, respectively, are consistent with—albeit generally weaker
than—the baseline estimates. This pattern indicates that the
findings are not driven by concern with a particular aspect of
performance (such as cost-effectiveness or knowledge man-
agement) or by the funding decisions of a few large donors
(such as the United States or Japan). Moreover, it suggests
that donors are either more sensitive to the “headlines” than
the nuanced details of performance assessments or more
concerned with holistic performance than with any specific
dimension of the concept. In the donorlevel results, per-
haps unsurprisingly, estimated conditional treatment effects
tend to be stronger when the outcome is an assessor’s own
contributions. In other words, there is evidence that, condi-
tional on competition and alliance characteristics, assessors
are responsive to other donors’ ratings yet place the greatest
weight on their own judgments about institutional perfor-
mance.

Conclusion

As a source of public, comparative, and precise informa-
tion about how major donors evaluate the effectiveness of
international institutions, performance indicators can alter
the calculus by multilateral resources allocated. I have ar-
gued, however, that such information does not influence
resource flows under all circumstances; rather, its impact de-
pends on the relationship between institutions and other ac-
tors within their environment. Specifically, indicators bring
about greater financial consequences when institutions (1)
are subject to a higher degree of resource competition and
(2) possess deeper and more extensive operational alliances
with actors above and below the state. Qualitative and statis-
tical evidence from a host of original sources has furnished
support for the argument.

In addition to furthering our understanding of the
sources—and limits—of assessment power in international
politics, the findings have implications for other kinds of
comparative performance indicators with the potential to
influence resource flows to assessed entities, such as those
of democracy, governance, and business conditions (Kelley
and Simmons 2019). They suggest, for instance, that indi-
cators will have a greater impact on resource flows when
assessed entities have a large number of close substitutes
and strong operational ties with actors capable of influenc-
ing resource holders (or with resource holders themselves).
Thus, we might expect assessments of a state’s business con-
ditions or quality of governance to have a weaker effect on
its foreign investment inflows if it possesses a rare natural
resource, a large internal market, or economic links with
powerful pro-integration interests in investor states. A sim-
ilar logic may apply to the consequences of indicators for
nonmalerial outcomes, such as an international institution’s
membership or a state’s diplomatic relations, with stronger
effects occurring when assessed entities have many competi-
tors and well-resourced allies above and below the state.
These possibilities point to relational analyses of the mate-
rial and nonmaterial consequences of comparative perfor-
mance indicators as a promising area for further research.

Another potentially fruitful research avenue concerns the
sources of variation in operational alliances. While my ar-
gument sheds light on the factors affecting resource com-
petition, it does not directly address the question of why
some institutions form deeper and more extensive alliances

than others. A comprehensive answer to this question is
beyond the scope of this study, though a few potential
explanations are worth mentioning. As suggested ear-
lier, some institutions’ capacity deficits are smaller than
others’—a consequence, for example, of their more ambi-
tious mandates or weaker support from members—or can-
not be as easily addressed by nonstate actors. Similarly, some
environments are populated by fewer nonstate actors than
others, for instance, because the issue in question has less
popular resonance or is associated with more severe collec-
tive action problems. Another possibility is that alliances are
shaped by the openness of an institution’s policymaking pro-
cess to external stakeholders—in part a function of institu-
tional design—which influences its opportunities to identify
and enlist nonstate actors with aligned objectives and com-
plementary capabilities. Developing and testing a full the-
ory of alliance depth and extensiveness could offer valuable
insights into the sources and sustainability of cooperation
between international institutions and nonstate actors.

Supplementary Information

Supplementary information is available in the International
Studies Quarterly data archive.
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