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This paper examines whether humanitarian aid crowds out development aid using
a newly constructed panel dataset covering 23 OECD-DAC donor countries and 117
aid recipient developing countries over the period of 2000-2011. The econometric
analysis is undertaken within the standard gravity modelling framework using
Hausman-Taylor instrument variable approach as the preferred estimation
method which incorporates both time-varying and time-invariant variables as well
as controls for endogeneity. The country programmable aid, which best reflects the
actual amount of aid transfer from donors to recipient countries, is used as the
proxy for development aid. The findings suggest that humanitarian aid, on average,
crowds in, rather than crowds out, development aid to the recipient countries. This
inference is robust to alternative system GMM and 2SLS estimations of the model
using the estimated loss of natural disaster along with the number of disaster.



