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Abstract 

For decades the question regarding foreign aid’s effectiveness has been disputed. The on-

going debate concerning whether foreign aid yields or prevents economic growth has been 

discussed by different scholars, though with dissimilar outcomes. Foreign aid is often 

criticized for creating destruction rather than stimulating developing countries economic 

growth, though the fundamentals for aid is to create opportunities for developing countries to 

evolve and gain better socio-economic structures. Different forms of aid are supposed to 

create different outcomes, i.e. short- and medium-term aid ought to stimulate the country 

while long-term aid such as infrastructure and education should create growth for the 

recipient country. The problem of aid is mostly corruption, corrupted regimes hinders the 

natural development for aid that is to say it hampers the positive outcome aid can produce. 

So, does foreign aid have a positive impact on recipient countries growth? The aim of this 

study is to acknowledge the importance of foreign aid. In order to analyse whether foreign 

aid results in economic growth for developing countries in Sub-Saharan Africa, a cross-

section regression analysis has been conducted. To sum up the results of this study foreign 

aid doesn’t have a significant effect on economic growth in the region Sub-Saharan Africa 

although other variables such as education and foreign direct investment has a significant 

effect on growth.  
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1. Introduction 

Foreign aid programmes are much-needed, the distinction of well-being throughout the world 

is staggering, the per capita income in the United States is sixty times larger than of the per 

capita income in Ethiopia and approximately fifty times larger than in Mali, needless to say 

the demand for aid is existing (Alesina and Weder 1999). In recent years aid has increased 

tremendously, developing countries receive billions of dollars per year in aid. The discourse 

on aid effectiveness is still disputed among economists, and has been a controversial subject 

for years. Whether or not foreign aid is positive for the recipient country’s economy remains 

unclear. While some scholars point out the importance of good governance in order for 

recipient countries to benefit from aid others highlight the lack of trust in aid, that is to say, 

whether foreign aid has a positive correlation towards recipient country’s economic growth 

regardless if the country has elements of good governance or not. Foreign aid is a subject of 

an on-going debate that has lead to diverse outcomes, but has left one constant question 

unanswered of whether recipient countries are gaining from aid or are they better off? 

Foreign aid has various different forms; economic aid, social aid and “other aid” components 

are the main ones. Economic aid is a form of physical capital, aid to both infrastructure and 

the production stage, social aid refers to aid in form of human capital whereas other aid 

components entail food and emergency aid (Akramova 2012, 119-120). These different types 

of aid have different motives; while economic- and social aid is long-term aid “other aid” 

components are short-term, as mentioned, infrastructure is a form of economic aid, when 

building roads transaction costs are diminishing, which in turns leads to economic growth 

(Akramova 2012, 119-120).  

 

During different time period’s recipient countries have had significant outcomes from aid i.e. 

aid has been successful. In the 1960s Botswana and the Republic of Korea, 1970 Indonesia, 

late 1980s Bolivia and Ghana and in 1990 Uganda and Vietnam were all recipient countries 

where foreign aid was successful for the country; the economies went from 

underdevelopment to rapid development (World Bank 1999). In these countries foreign aid 

contributed to development policy concepts and financed public services. However, 

unfortunately foreign aid has also been a complete failure, one example is Zaire, the current 

Democratic Republic of Congo, aid resulted to ineffectiveness, misguided policies and 

corruption. Another example is Tanzania, were $2 billion in aid was invested into building 

roads however the roads deteriorated fast due to lack of maintenance (World Bank 1999).  

 



	  
	  

2	  

The millennium goals where set to strive and improve the lives of millions of people across 

the globe, one of the goals (global partnership for development) aims to increase the 

cooperation of foreign aid between developed and developing countries, in particular trade 

conditions and reducing the debt burden (UNDP 2013). Therefore the main question is 

whether foreign aid can stimulate growth in developing countries? On the basis of that 

recipient countries receive billions of dollars in aid, it is important to study the topic and 

investigate if developing countries benefit from such assistance.   
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1.1 Research	  question	  

The aim of this thesis is to examine whether foreign aid averts or yields economic growth in 

developing countries in the region Sub-Saharan Africa. Thus, the following question has been 

composed:  

Does foreign aid generate economic growth in developing countries? 

1.2 Aim 

Foreign aid has for several years been discussed in different aspects due to its complex 

outcomes. The countries in the region Sub-Saharan Africa are some of the world’s poorest 

countries and have at the same time the highest levels of corruption. Foreign aid directed to 

this region can sometimes create more destruction rather than stimulating economies growth. 

I therefore find it important to gain a greater knowledge and understanding of the complex 

issue. By studying different macroeconomic theories and variables that affect growth I will 

examine this subject deeper. Furthermore, the main reason behind Sub-Saharan Africa as a 

chosen geographical research area is due to its poverty, high corruption level and especially 

the region’s high level of assistance. The aim of this thesis is therefore to examine whether 

foreign aid prevents or yields economic growth in developing countries in the region Sub-

Saharan Africa. 

1.3 Limitation 

The restrictions of this study consist of both theoretical and geographical limitations. The 

regression of this study is delimited to the region Sub-Saharan Africa as recipient countries of 

foreign aid. Sub-Sahara is a poor region in Africa where numerous catastrophes have 

occurred. Aid to Sub-Saharan Africa has been crucial for many years because the majority of 

the countries in the region have high corruption-levels, which create deep-rooted problems 

for the recipient country (Weil 2013, 169-173). The regression consists of 47 countries in the 

region. There are clearly, several different variables that influence the effect of foreign aid on 

economic growth, though since the aim of this study is specifically whether foreign aid yields 

or prevents economic growth I have chosen the variables I find suitable for my study.  
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1.4 Methodology and scope of the study 

This study follows an econometric cross-section regression analysis that will illustrate foreign 

aid’s impact on economic growth in developing countries in Sub-Saharan Africa. In order to 

analyse the problem statement through macroeconomic theories this study consist of a 

multivariate linear regression model and is analysed by cross-sectional data. The multivariate 

regression is observed by the regression estimation technique ordinary least squares, to be 

able to obtain minimum squared residuals. The major issue in hand is changes in economic 

growth. Given that economic growth is the main indicator, variables in the likes of aid, 

corruption, education, foreign direct investment, GDP/capita and an interaction variable 

(aid×corruption) are examined in order to review the affect aid has on economic growth. The 

collected data is from the World Bank and Transparency International, which both are 

accredited institutions and organizations, data used in this study is thus secondary.  Cross-

sectional regression analysis has its disadvantages such as time frame, which has been taken 

into consideration. In a cross-sectional data set all observations are from the same time-

period and represents different individual economic objects (Studenmund 2011, 21). Thus, 

received aid can change in the future and aid is most likely to diminish when growth occurs 

in the recipient country (World Bank 1999). Typically the relation between aid and economic 

growth in a cross-sectional data set wont be generalizable due to changes in aid, therefore I 

have choose to analysis aid in-between the years 2000-2012 in order to study the correlation 

between aid and growth. The study covers 47 developing countries in Sub-Saharan Africa. 

However due to lack of updated data and missing variables some restrictions of countries to 

include in the regression analysis have been made. While collecting data I have stumbled 

upon a few restrictions, mainly lack of data. The software being used for this study has 

operated through the listwise deleting method, that is to say when a case has one or more 

missing values the software utilises in the way that it removes all data.  

1.5 Thesis structure  

The study is disposed in the following way; section 2 includes the definition of the abstruse 

concept of foreign aid and continues with a brief introduction to the topic. Section 3 covers 

previous studies, scholars that indicate foreign aid being positive or negative for economic 

growth are both discussed. In section 4 different growth theories are explained, such as the 

correlation between aid and growth, the two-gap model, which for many years was the model 

that scholars referred to when explaining aid, and the relation between corruption and 
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economic growth. Furthermore section 5 highlights the importance of investments and 

institutions regarding economic growth, though concluding with investments negative impact 

on economic growth. The description of the regression analysis, explanation of chosen 

variables and results are presented in section 6. In order to sum up the different deductions of 

the study, section 7 consist of the concluding remarks.  
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2. Background  
 

2.1 Definition of foreign aid  

Aid is a multifaceted term based on the fact that aid partakes many different forms, such as; 

bilateral- or multilateral aid, nongovernmental aid, humanitarian aid, emergency aid, aid in 

form of food, technical aid etc. It is therefore important to define the description of aid that is 

being used in this study. Foreign aid is an international payment that consists of either a loan 

or a grant, from one country to another, these payments can either be bilateral, multilateral or 

private assistance from a nongovernmental organization (Todaro 2009, 728-729). The 

distinction between bilateral- and multilateral aid is that bilateral is a two-way stream 

meaning that it is sent from one government to the other whereas multilateral aid is given by 

a coalition of countries and/or organizations to a specific country (Todaro 2009, 728-729). 

Economist require that foreign aid has to be met by two criterions; (1) the purpose of aid has 

to be non-commercial and concessional, (2) both the repayment stage and the interest rate 

should be softer than commercial terms i.e. concessional terms (Todaro 2009, 728-729). 

 

Burnside and Dollar’s (2000) definition of aid excludes concessional loans and is therefore 

defined as the grant element of aid, in other words (EDA), Effective Development Assistance 

(Easterly 2003, 23-28). Development Assistance Committee (DAC) definition of foreign aid, 

can be described as Official Development Assistance (ODA). ODA is defined as inflows to 

countries and regions on the DAC list of ODA recipients and to multilateral development 

institutes, ODA has the following conditions:  

1) Multilateral development institutions have to be provided by official agencies, which 

includes state and local governments, or by their policymaking agencies  

2) Each transaction has to pursue the following principles; 

a) The main purpose of aid is to stimulate economic development and welfare in 

developing countries 

b) Is according to concessional loans, i.e. grant element of at least 25% (OECD 

2003). 

Concessional loans are softer than market loans (Glossary of Statistical Terms 2003), the 

calculation (grant element of at least 25%) determines if loan are concessional or not (OECD 

2003). 
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Generally, aid can be defined in diverse ways, in this study aid is defined as all international 

payments, through bilateral, multilateral or nongovernmental agreements. International 

payments consist of loans (in compliance with concessional terms) or endowments. 

Furthermore, developing countries, in this study, are defined as both low-income and middle-

income countries, that is to say countries that haven’t reached development yet. It is therefore 

important to denote the different complications these countries faces.   

 

The discussion concerning which of the two, bilateral or multilateral aid, is more efficient 

than the other is rather scarce. In some aspects multilateral aid might seem more of an 

altruistic motive than bilateral aid clearly regardless of what from of aid, aid stems from an 

altruistic motive (Ram 2003). However, bilateral aid tends to be more self-interest related 

than multilateral aid, on the basis of that a donor country can satisfy their own strategic and 

economic interests, also donor countries often support countries that they find having a 

connection with e.g. cultural and strategic ties that can be historical ties, trade relations or 

political connections (Ram 2003). On the other hand, multilateral aid has a greater outcome 

in recipient countries whenever emergency aid is in desperate need (Cassen 1994, 215-216). 

For example in 2011 when the great drought in East Africa contributed to a massive famine, 

in such cases multilateral aid is more efficient than bilateral aid.  

   

In order to make aid more efficient primarily on the recipient countries terms, the Paris- 

Agenda was introduced in March 2005, where 91 donor- and recipient countries officially 

signed the declaration; it was posed to be the beginning of a new era (De Vylder 2007, 217-

220). The Paris-declaration consists of five principles with the purpose of making aid more 

efficient, these principles are: ownership, alignment, harmonization, results and mutual 

accountability (De Vylder 2007, 217-220). Ownership indicates that the recipient country 

should be the decision makers i.e. the approach to reduce poverty, tackle corruption or 

develop institutions ought to be govern by the recipient country (De Vylder 2007, 217-220). 

Alignment indicates that the donor countries support these decisions, to avoid duplication and 

transaction cost for the recipient country the donor countries need to organize their 

development work in other words create a harmonization (De Vylder 2007, 217-220). Both 

parties need to focus on the outcome of aid and partake mutual accountability, which infers 

that both parties are responsible for the development result (De Vylder 2007, 217-220). These 

principles reinforces that both recipients and donors comply with their commitments due to 

the fact that mutual accountability is apart of the agreement. 
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I believe that foreign aid is positive for recipient countries on the basis of that it generates 

economic growth, yet the process towards economic growth is rough. Based on the recipient 

countries absorptive capacity, corruption level and sound management the economy will 

either gain from aid or not. In order to overcome the lack of efficiency in aid donor countries 

need to stimulate and help improve recipient countries governments rather than increasing 

aid. On the other hand I believe that every country’s history and culture is different and 

therefore it is important to acknowledge that the road to development doesn’t have a manual 

and each country has its own process to development. Although it is beneficial for both 

donors and recipient countries to observe the past in order to understand which path not to 

take. 
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3. Previous studies 

Certain scholars concluded that aid’s impact on economic growth is positive while other state 

the opposite, that is to say that aid has a negative affect on economic growth.  Burnside and 

dollar (2000), World Bank (1998) and Boone (1996) state that the correlation between aid 

and growth in a “typical” country, that is to say developing country with often-high 

corruption levels, is insignificant, aid yields growth solely in a country with adaptation of 

‘good policies’ (Ram 2003). Then again Hansen and Tarp (2000) conclude in their study that 

aid and growth have a positive connection. Though Hansen and Tarp (2000) are not the only 

scholars that point out the positive affects aid has on growth (Ram 2003). Following, 

previous research on foreign aid in relation to economic growth will be discussed in both 

negative and positive concepts.   

 

The effectiveness of aid programs has a significant role in influencing political regimes. Thus 

foreign aid can be used in inefficient ways by dictators, for example through government 

spending and/or by financing their supporters. Peter Boone (1996) highlights the importance 

of political regime in his paper “Politics and the effectiveness of foreign aid”. By looking at 

indicators for poverty such as life expectancy, primarily schooling and infant mortality, 

Boone analyses whether the practice of aid benefits the targeted poor. Boone also examines if 

recipient countries have legitimate governments that is to say governments that do not exploit 

foreign aid and hinder investments and consumptions (Boone 1996). Various donor countries 

purposely select a recipient country due to trade relation or investment interest.  Countries 

that show incitement of this are Brittan and France that have a tendency of directing aid to 

their former colonies while OPEC countries aim their aid to members of the Arab League and 

neighbour countries (Ram 2003), therefore donor countries base their aid on political and/or 

structural purposes (Boone 1996). Boone finds that a small amount of poor individuals 

benefits from foreign aid. He continues by claiming that liberal recipient countries have a 

larger outcome due to the fact that liberal regimes reduce the infant mortality rate more than 

non-liberal recipient countries. Although poor countries are more authorized in liberal 

regimes Boone reject the null hypothesis that liberal regimes uses aid differently. If poverty is 

not created by capital scarcity and adjustable distortionary policies are not ideal for 

politicians, than aid doesn’t stimulate economic development. Summing up Boone’s general 

consumptions he explains that aid is neither significantly increasing investments nor human 

development elements, however aid shows incitements of increasing the size of government 

(Boone 1996). 
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The relation between foreign aid, growth and economic policies are described in a study 

written by Craig Burnside and David Dollar (2000), the main focus lies on the effect of 

foreign aid in relation to growth. Burnside and Dollar (2000) establish that aid is not efficient 

due to the fact that aid is neither correlated with shocks nor with government consumption. 

Burnside and Dollar’s conclusion is that foreign aid has a small effect on growth, which also 

other studies concur. Thus, Burnside and Dollar illuminate the importance of good policy 

governments. Good policy governments are significant in order for aid to generate growth. 

Bilateral aid flows are statistically insignificant in regards to good government policy, due to 

lack of efficient allocation in good government polices. Furthermore bilateral aid flows tend 

to result in government consumption instead, whereas multilateral aid is relatively bias in 

regards to good governments policy. If aid is steady-restricted on good policies the outcome 

of aid is expected to be positive for the recipient countries growth as long as the given aid 

indicates balanced incentive effects. Burnside and Dollar indicate that donor countries tend to 

reduce the quantity of aid and instead improve aid to countries that strive towards good 

government policies. Therefore, the quantity of aid is decreasing at the same time as effective 

aid is improving because poor countries strive towards good governments policies (Burnside 

and Dollar 2000). Burnside and Dollar (2000) highlight the importance off “good 

governance”, that is to say effective financial, monetary and trade policies. Furthermore they 

conclude that recipient countries with “good governance” will often generate in efficient aid, 

therefore recipient countries should strive to achieve “good governance” in order to have a 

greater benefits from foreign aid (Burnside and Dollar 2000). That is to say the usage of aid 

in recipient countries that doesn’t adopt good government policies will be ineffective.  

 

Raghuram Rajan and Arvind Subramanian (2005) argue that aid does not have an efficient 

outcome on growth. They state rather the contrary, that institutions and policies have a 

significant role concerning growth. In the cross-section analysis aid and growth do not show 

a positive robust correlation although their strategy corrects the bias that occurs in the 

estimation to try and find a negative effect of aid on growth. Rajan and Subramanian (2005) 

results indicate that different forms of aid are fungible. Social aid, economic aid and aid in 

form of food, both bilateral and multilateral all have parallel effects on growth. Rajan and 

Subramanian’s results are narrated to the past, however this doesn’t imply that they cannot be 

useful in the future. In order for aid to be efficient in the future all stages of aid has to be 

thoroughly though-out of, that is to say the distribution of aid, forms of aid, receiver and 
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conditions (Rajan and Subramanian 2005). Therefore aid policies ought to be improved both 

internationally and nationally, in order for aid to be effective. To summarize Rajan and 

Subramanian’s conclusions aid benefits the recipient countries if the usage of aid comes in 

forms of physical capital accumulation otherwise aid have an insignificant affect on 

productivity, i.e. the usage of foreign aid determines the outcome of growth (Rajan and 

Subramanian 2005). 

 

Hansen and Tarp (2000) study three generations of empirical cross-country analyses on aid 

effectiveness in their paper. Hansen and Tarp explain the key factors of each generation, the 

first generation focuses on savings relation regarding aid, while the second-generation 

evaluates the correlation between aid and growth, and on the other hand scholars from the 

third-generation research on aid effectiveness. Hansen and Tarp denote that aid improves 

economic capabilities, thus with no micro- or macro contradiction even in recipient countries 

with destructive policy conditions. Hansen and Tarp’s main results are the following; aid 

increases both investments and aggregated savings therefore there is a positive correlation 

between aid and growth. All three generations signify a positive link between aid and growth. 

Hansen and Tarp (2000) continue by stating that previous research observing cross-section 

regressions on aid concluding that aid is ineffective are invalid. As a result of significant 

information being rooted in country’s similarities and cross-sectional studies does in matter 

of fact indicate aid’s correlation with investments, savings and growth (Hansen and Tarp 

2000). 

 
  



	  
	  

12	  

4. Theoretical background 
 

4.1 Economic growth and foreign aid 

Different types of capital generate development for a country; therefore poor countries are in 

desperate need of capital. Six different types of capital are significant in order to produce 

growth, which are: human capital, physical capital, infrastructure, natural capital, public and 

institutional capital and knowledge capital (Sachs, 2006). However, through foreign aid 

developing countries process towards development can increase since aid can generate 

human capital accumulation, economic growth and growth in household income (Sachs, 

2006). Aid to households often occurs in droughts and come in form of food, while aid to the 

private-sector supports small business, although most commonly aid goes to government 

budget in order to finance public investments (Sachs, 2006). The figure below indicates how 

aid can produce economic growth for developing countries. 

 
According to Jeffrey Sachs (2006) developing countries (in particular poor countries) need a 

“big push”, i.e. assistance from already developed countries. Sachs (2006) infers that inflow 

of total aid in both the productive and social sectors will result in growth to all sectors in the 

society, this idea generates from the theory of “poverty trap” which is a stage of low 

productivity that prevents poor countries from growing. Sachs, theory of the “big push” 

spawns from countries being to poor to save for the future and therefore becoming trapped in 

low or even negative growth rates (Sachs 2006). Thus both Boone and Easterly tested this 

theory, which appeared to have several flaws. According to Easterly (2006) in-between the 

years 1970 and 1994 hundreds of billions of dollars was spent on public investments yet the 

growth rates didn’t expand according to the “big-push” theory. Boone (1994) also infers that 

the big-push theory is incorrect on the basis of that aid to poor households increases 

consumption thus no significant impact on growth and financing investments. 

Economic	  
growth	  	  

aid	  to	  
household	  

aid	  to	  
government	  	  

aid	  to	  
private	  -‐
sector	  
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The norm is that aid to developing countries ought to expand the recipient countries 

economic growth, thus this is generally not the case. The main issue with foreign aid not 

being efficient is productive investment, if recipient countries invest aid in beneficial 

techniques economic growth will occur (World Bank 1998).  

 

4.2 The two-gap model 

Over a long period the “two-gap” model was the standard theory to explain aid. The first gap 

covers the correlation between the quantity of investment essential to reach a certain growth 

rate and available domestic savings, while the second gap is between foreign exchange rates 

and import requirements for fixed production level (Todaro 2009, 732.734). The two-gap 

model indicates that loans and grants improve domestic resource through foreign exchange 

blockages or by reducing savings (Todaro 2009, 732.734). Decreased domestic savings 

creates investments opportunities for countries while scarcity of foreign exchange increases 

countries imports of necessary intermediate goods and capita. Foreign inflow fills both gaps 

in the same time, making the two equal. Savings gap and foreign exchange gap are therefore 

independent; meaning that only one of the two can be applied in the recipient country during 

a specific time frame. If the recipient country follows the foreign exchange gap, economic 

growth occurs depending on the surplus of productive resources that are frequently used to 

import capita and intermediate goods (Todaro 2009, 732.734). However the savings gap and 

the foreign-exchange gap have incitements of decreasing investments in the public sector and 

a relatively low impact on growth in factors such as infrastructure or human capital growth 

(Todaro 2009, 732-734). 
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4.3 Corruption and economic growth  

Corrupt regimes hinder economic growth in recipient countries due to aid being used in 

inefficient ways for the country. Various scholar’s points out the negative affect of corruption 

on economic growth, thus Alesina and Weder (2002) highlight that developing countries with 

high corruption levels receive more aid than countries with lower level of corruption, though 

aid doesn’t increase corruption. Certain type of aid, mainly technical assistance, deteriorates 

administrative quality and the rule of law although aid is not significantly linked to 

corruption, on the other hand aid does not stimulate democracy (Tavares 2003). Corruption 

has several different negative outcomes on governments such as affecting the accommodation 

of public goods, hampering both investments and growth, diverting tax revenues or 

developing inflation. Underground businesses avoids taxes, and since taxes is a large income 

source for governments, which hinders governments to raise revenues (Tavares 2003).  The 

relationship between corruption and foreign aid is not only damaging but also self-

increasingly due to corrupt countries relying progressively on foreign aid. According to 

Mauro (1995) an increase in corruption will cause a decrease in both investment and growth 

by 5 and 0.5 % respectively of one sample standard deviation (Tavares 2003).   
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5. The theory of aid and economic growth  
	  

5.1 Foreign aid in relation to economic growth 

Walt W. Rostow endeavoured to explain the complex transition from underdevelopment to 

development through his stage theory. Rostow’s stages of growth have evolved to become 

the main emphasis for the transition. The theory is based on different stages that countries 

undergoes in order to achieve development, the stages consists of; traditional society, pre-

condition for take-off, self-sustaining growth, the take-off, drive to maturity and high mass 

consumption. Rostow’s theory highlights the importance of understanding which stage a 

country is situated on and that the process towards development is determined by 

understanding these stages in order to prosper to the next stage, i.e. the road towards 

development is nevertheless a “simple” path (Todaro 2009, 111). Furthermore  this section 

will mainly discuss the importance of investment in relation to aid. Investment plays an 

important role in economic growth, such investments factors are, health care, education, 

physical capital and improved institutions.  

 

5.2 Investments and economic growth  

Physical capital  

Investments in real capital generate different positive effects on a countries economic growth. 

Cooperation’s, machines and land are different types of real capital. Investors in firms tend to 

strive for profit maximization, which in turn generates a received return. However the 

outcome of profit maximization, for most parts, results in lump sum that scatters over years, 

therefore a calculation of the ‘present value’ is required. This calculation indicates that if the 

cost is greater than the present value the investment will be unprofitable (Carlin and Soskice 

2006, 228-229). Investments in land, in particular agriculture, establish labour that in turn 

spawns to balance of payments and political progress (Ray 1998, 348-349). The link between 

physical capital and economic growth is financial aid, financial aid functions in good policy 

governments. Financial aid has several significant outcomes such as, poverty reduction, faster 

growth and improves social indicators in countries with sound economic management (World 

Bank 1999). Financial aid in countries with sound management results in a great outcome, 1 

% aid in GDP will result in a 1 % reduction in poverty and infant mortality. On the other 

hand in environments with weak policies money has a smaller impact on the recipient 

country due to the government’s circumstances (World Bank 1998).  

 



	  
	  

16	  

Health 

Health is a factor of human capital, if a country invests in health it could lead to various 

improvements in the country, one of them being increased economic growth due to the fact 

that healthier people noticeably can work longer and better, healthier students can also learn 

better. Furthermore improved health in a country increases the countries income level. Robert 

Fogel states that improved nutrition raises output due to increased labour force thus improved 

nutrition is an outcome of increased income and higher life expectancy is an outcome of 

better health (Weil 2013,171-174). Improving the lives of the poor is reliant on health, that is 

to say improvements in primary health care, sanitation and water results in poverty reduction, 

therefore if aid finances to improve health care it will result in long-term growth for the 

recipient country with several positive outcomes (Cassen 1994,45).  

 

Education 

Robert Lucas developed the indication that input in present time can create more productivity 

in the future, i.e. investing in education will in the long run produce more efficiency. 

Investing in human capital accumulation will have a huge influence on the economy in the 

long run due to the fact that highly skilled workers contribute to successful businesses. If 

education rate increases, production will also increase in the long run, i.e. constant return to 

scale. Education is an endogenous factor because input inside the model will increase the 

output, that is to say more hours spent on studying will generate a higher permanent growth 

rate. Furthermore Lucas continues stating that human capital has an external effect in the 

sense that, human capital accumulation creates returns, though the social return to human 

capital is greater than the individual return (Carlin and Soskice 2006, 535-537). Financing aid 

in education result in various positive effects such as increased government spending and 

other projects should progress, though if aid is fungible evaluating aid efficiency is complex 

(World Bank 1998). Education is important when it comes to state development: concerning 

individual lives education has a high return rate in form of investment and educations value 

branches into family planning, health, agriculture, industries and government (Cassen 1994, 

118-199). Although education is a long process the outcome is long-term and crucial 

meaning that the later the start the longer it takes to reach the satisfactory levels. Aid 

programs that finance aid have been successful referring to physical outputs such as schools 

built and numbers of enrolment, improving the effectiveness of aid towards education results 

in solving long-lasting problems (Cassen 1994, 118-199).  
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Improved institutions 

Certain governments in developing countries have a shortage of capacity to implement 

foreign aid through efficient investments. Absorptive capacity, improved governance and 

maximum efficiency are three key factors that ensure increased growth. If the recipient 

country lack the ability to absorptive capacity foreign aid is no longer efficient (Todaro 2009, 

734-735). Foreign aid flows can reduce institutional reinforcements if bypassing of the 

governmental system occurs also because of self-interested external expertise (De Renzio 

2007). A government that doesn’t follow good policies, as Burnside and Dollar (2000) 

explains is crucial for foreign aid because aid is used for government consumption. Thus this 

could be seen as ‘kleptocracy’ where corruption has reached government stage, one 

indication of kleptocracy is a president that endows a profitable monopoly to one’s family 

members or other individuals that benefits the president (Weil 2012, 369). The fundamental 

for poverty reduction is improving economic institutions and policies, when recipient 

countries aspires to improve foreign aid can provide training, finance and ideas in order to 

achieve progress, yet in countries that lack reforming-programs where policy improvements 

have been attempted has failed (World Bank 1998).  
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The different factors such as fixed capital, healthcare, education and improved institutions are 

outcomes of foreign aid resulting in economic growth for recipient countries. Then again, 

investment can also be a disadvantage regarding foreign aid.  That is to say imperfections of 

investments exists, exploitation being one. Exploitation of foreign aid for public investments 

results in spillover effects and crowding-out effects. Aid tend to “crowd-out” private 

investments in deformed economies (World Bank 1999). Crowding-out effect refers to when 

increased public sector spending replaces or derives private sector spending, i.e. financing of 

government expenditures with taxes, deficit spending, “crowding out” business with less 

currency. Crowding-out effects often occurs due to use of borrowed money in ineffective 

ways, in such cases where the interest rate increases it will result in a shortage of investment 

(Akramov 2012, 121-122). Public investment financed by aid causes spillover effects, thus 

some theories implies that public investment creates crowding-out effect through the 

accessibility of loanable funds for private investments decreasing and through distorting 

relative prices (Akramov 2012, 121-122). Though domestic savings are limited in developing 

countries because most households live under the subsistence level and are therefore unable 

to finance private and public investments. Hence, foreign aid tends to finance investments in 

beneficial sectors such as infrastructure (Akramov 2012, 121-122). Furthermore technical 

assistance is sufficient for investment in order to generate economic growth; technical 

assistance ensures aid efficiency through advanced workers (Todaro 2009, 734-735).  

Absorptive capacity plays a significant role in order for efficient aid, due to recipient 

countries ability to use aid assets productively. Thus, based on the aid conditions absorptive 

capacity is not a requirement for recipient countries to achieve efficient aid, since donor 

countries determine the guidelines of how to finance aid  (Todaro 2009, 734-735).   
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6. Empirical Analysis  
	  
6.1 Data and description of chosen variables 

In order to analyse foreign aid’s affect on economic growth in developing countries in Sub-

Saharan Africa, the study is conduced through a cross-sectional data analysis by way of 

observing a wide range of sample data during the same time frame, which in this study is 

between the years 2000-2012. The regression model utilizes a linear ordinary least square 

model with the intention of solving for economic relations through quantitative estimations. 

Thus, I will use an ordinary least square regression study with a sample data of 47 

observations. The dependent variable consists of GDP/capita growth and the explanatory 

variable of interest is foreign aid. To be able to exclude omitted variables and make a 

trustworthy conclusion I have included control variables, which consist of: corruption 

perception index, foreign direct investment inflows, logged GDP/capita, education and an 

interaction variable, aid × corruption.  

  

GDP/capita growth 

The regression analysis adopts GDP/capita growth as the dependent variable. The variable 

will describe economic growth, and is in this study measured by the World Bank. The World 

Bank measures the variable as a percentage of annual growth, though in the regression the 

variable partakes an average value between the years 2000-2012. Since my focus is on the 

relation between foreign aid and economic growth I found GDP/capita growth to be a 

suitable dependent variable, due to the fact that it relatively contains the growth of a countries 

national income. 

 

Foreign Aid 

The explanatory variable and variable of interest is foreign aid. The variable foreign aid is 

measured by the World Bank and consists of net official development assistance recipient 

countries receive in per capita. ODA consist of loan payments based on concessional terms 

and endowments by DAC members, multilateral institutions and non-DAC countries that 

stimulates welfare and economic growth in ODA recipients. Aid is calculated as net ODA 

received per capita the recipient country receives divided by initial GDP/capita, which 

indicates the total value of aid being used.  
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Corruption Perception Index 

One of the independent variables in this regression analysis is corruption perception index. 

Corruption perception index is measured by Transparency International, which uses a ranking 

system of how corrupt the public sector is. This index can take on values of 0 to 100, where 0 

indicates a high corruption level and 100 infers a relatively clean state. In this case CPI is 

measured as a percentage annual values from 0-100. I expect the outcome of corruption to 

have a negative impact on growth due to the fact that corrupted regimes tend to spend foreign 

aid on consumption and government spending instead of investment (Boone 1996). Though, 

functioning institutions are sufficient in order for economic growth (Weil 2012, 370). 

 

Foreign direct investment 

Another independent variable in this data set is foreign direct investment. Due to the fact that 

this study focuses on foreign aid, FDI is relevant to the regression because investment 

generates economic growth. The World Bank measures annual inflow of foreign direct 

investment as a percentage of GDP. Foreign direct investment is physical capital flow, FDI 

has a positive correlation with growth since investments increases the growth rate (Weil 

2012, 332) on the other hand if FDI creates “crowding out effect” in the recipient country the 

outcome will be negative (Akramov 2012, 120.121). 

 

Initial GDP/capita 

To get a closer perception of the relation between foreign aid and economic growth I use 

initial GDP/capita as an independent variable. GDP/capita is an annual measure of current 

US dollars calculated by the World Bank. Initial GDP/capita is logged in this data set to 

exclude outliers. I have included the control variable GDP/capita in order to test for 

conditional convergence, meaning that a low GDP will generate a more rapid growth, 

GDP/capita describes diminishing returns to capital (Barro 1999, 444-445). 

 

Education 

In order to observe the relation between human capital and economic growth I found it 

important to include education, which is an indication of human capital, in the regression. 

The variable education (EDU) explains the duration of primary education and is measured by 

the World Bank, EDU operates with a mean value of the years 2000 to 2012.  
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Aid × Corruption 

This variable is an interaction variable, which aims at measuring the mutual effect of aid and 

corruption on economic growth. On the basis of that the correlation between aid and 

corruption has a negative affect on economic growth the expected outcome of the variable is 

predicted to be negative. In order to study if the effect of aid in recipient countries with low 

levels of corruption is greater than in countries with high levels of corruption, this interaction 

variable is essential.  

 

6.2 Regression model  

 

GDPGROWTH = β0 + β1AID + β2CPI + β3FDI + β4GDP + β5EDU + β6AID×CPI + ε 

 

Explanation of variables 

GDPGROWTH = GDP/capita growth 

β0 = Intercept, const.  

AID = Aid as a percentage of GDP/capita  

CPI = Corruption perception level 

FDI = Foreign direct investment as a percentage of GDP/capita 

Initial GDP = Logged GDP/capita  

EDU = Education, duration of primary education   

AID×CPI = Aid as a percentage of GDP/capita divided with CPI 

ε = Error term 
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Table 6.1 Regression variables and expected outcome 

Variable Description Source Expected Outcome 

GDPGROWTH 

 

GDP per capita growth 

mean 2000-2012 

World Bank 

 

Dependent variable  

 

AID 

 

Foreign aid flow 

mean 2000-2012 

World Bank 

 

+ 

 

CPI 

 

Corruption index 

2012 

Transparency 

International 

+ 

 

FDI 

 

Foreign direct investment 

mean 2000-2012 

World Bank 

 

+ 

 

Initial GDP 

 

Initial GDP/capita 

mean 2000-2012 

World Bank 

 

+ 

 

EDU Primary education 

Mean 2000-2012 

World Bank + 

 

AID×CPI Interaction variable World Bank - 

 

Table 6.1 shows the relation between the variables and expected outcomes. From this table 

and the final results I can conclude whether my expectations were correct or not. I expect all 

the variables to have a positive correlation to growth except interaction variable and 

corruption level, based on the fact that corruption harms a country’s economic growth, 

though due to Transparency Internationals ranking system CPI will have a positive operation 

sign.  
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6.3 Regression Analysis  

Table 6.2 Regression result 

Dependent variable: GDP/capita GROWTH 

Models:  (1) (2) (3) (4) (5) (6) 
Independent 

Variables 
 

Estimated 
Coefficient  

 

Estimated 
Coefficient  

 

Estimated 
Coefficient  

 

Estimated 
Coefficient  

 

Estimated 
Coefficient  

 

Estimated 
Coefficient  

 
const 1.819** 

(0.5785) 
1.225** 
(0.5424) 

-0.09772 
(0.9929)  

-3.498 
(2.223) 

-3.600 
(4.323)  

-1.779 
(4.278) 

AID (% of GDP) 0.02042  
(0.01904)  

-0.009615 
(0.01898)  

-0.02166  
(0.02016) 

-0.02551 
(0.01986)  

-0.02548 
(0.02012)  

-0.1255** 
(0.05426) 

FDI (% of GDP)  0.2380** 
(0.06710) 

0.2593** 
(0.06735) 

0.2646** 
(0.06599) 

0.2646** 
(0.06684) 

0.2994** 
(0.06695) 

CPI   0.05073 
(0.03211)  

0.05370* 
(0.03147)  

0.05347 
(0.03285)  

-0.009211 
(0.04489)  

GDP/capita 
(logarithm) 

   1.156*  
(0.6798) 

1.157 
(0.6884)  

1.049  
(0.6675)  

EDU     0.01738   
(0.6250) 

0.1045 
(0.6056)  

AID×CPI      0.002588*  
(0.001311) 

n 47 47 47 47 47 47 
Adj. R2 0.0033 0.2073 0.2334 0.2657 0.2478 0.2975 

lnL -109 -103.1 -101.8 -100.2 -100.2 -98.01 
Standard errors in parentheses 
* indicates significance at the 10 percent level 
** indicates significance at the 5 percent level 
 

In order to avoid measurement errors and random variables an error term is included. From 

the above regression analysis I can conclude that foreign aid doesn’t have a significant effect 

on economic growth, hence in the last model the variable has a significance level of 5 %. In 

order to test the relevance and credibility of the estimation coefficients in a regression 

analysis an interval estimate is calculated, meaning specifying an interval within which it is 

believed that the population mean stands. To make an interval estimate the risk level one is 

able to accept of guessing wrong is formulated. If one can accept guessing wrong in 1 out of 

20 cases, it means that one wants to run a 5 % risk (Teorell and Svensson 2007, 128). 

Estimated independent coefficients explains changes in the dependent variable when all other 

variables are held constant, one-unit increase in aid results in decreasing GDP/capita growth 

with 0.1250 units.  
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Although the adjusted R2 in the first model was relatively low, the more variables are added 

to the regression the higher the adjusted R2 becomes. Adjusted R2 measures the goodness of 

fit in the regression; this category of measurement is reliable due to the fact that the adjusted 

R2 will only increase if the improvement of adding a variable in the regression compensates 

the reduction of degrees of freedom (Studenmund 2011, 52-54). The sixth and final model, 

which shows all six independent variables correlation towards economic growth, has a 

relatively low adjusted R2.  

 

Corruption perception index is a relevant variable in the regression, CPI has a negative affect 

on economic growth due to the fact that increasing CPI infers that the economy is less 

corrupt, therefore in the fifth model one unit growth in CPI will result in a 0.05347 unit rise 

in economic growth. Corruption measurements are evident in order to analyse if foreign aid 

has a positive effect on economic growth since corruption will weaken governance ability to 

achieve beneficial aid (Weil 2013, 369-373). In order to analyse whether foreign aid 

generates economic growth the variable (aid × corruption) has been added to the regression, 

this tackles the issue of heterogeneity and to be able to analysis whether or not the effect of 

aid is greater in recipient countries with low corruption levels. The interaction variable (aid × 

corruption) has a positive correlation towards economic growth, the variable also has a 10 % 

significance level, which infers that the estimated coefficient is rather credible. However, 

when adding the variable it results in multicollinearity, which in turn obstructs the 

interpretation of the results. Also, due to multicollinearity CPI becomes negative in the sixth 

and final model and dropping the variable is not an alternative due to the importance of the 

interaction variable.  

 

Foreign direct investment has a positive correlation with aid. FDI can either cause positive or 

negative outcome for the recipient country. FDI in form of infrastructure, business, and 

education et.al develops recipient countries economic growth, however FDI can also cause 

crowding out effects (Akramov 2012, 121-122). Education and economic growth has a 

relatively positive relation, but education doesn’t illustrate a significance level in any of the 

models, meaning that the credibility of the estimation coefficient could be questioned 

although in the correlation matrix it is shown that education and growth has a positive 

correlation. Furthermore, increasing the duration of primary education with one unit will 

result in an increase in growth with 0.1045 units, that is to say increased education results in 

growth as Cassen (1994) also points out.  
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In addition, in the fourth model where the interaction variable and education is excluded, CPI 

and GDP/capita has a 10 % significance level and FDI has a 5 % significance level, although 

aid doesn’t have a noticeable significance level in this model. Thus the significance level is 

not extremely low excluding the probability of making a Type II error. This implies that CPI, 

initial GDP and FDI are relevant in the regression and has a high credibility (Teorell and 

Svensson 2007, 140-141), though in the model where both education and the interaction 

variable are excluded. In the last model with all six variables, FDI continues having a 

significance level of 5 %. 	  

 

Descriptive statics, correlation matrix and correlations diagrams are placed in the Appendix. 

Although the significance level of foreign aid was not illuminated, both the correlation 

diagram and the correlation matrix between economic growth and foreign aid indicate that 

there is a link between foreign aid and economic growth. To sum up the results, foreign aid 

doesn’t have a substantial effect on economic growth, thus depending on the recipient 

countries absorptive capacity the outcome of foreign aid in relation to economic growth will 

differ. The values of the estimated coefficient in the regression are in agreement with both 

previous conclusions and theories. Evan though the adjusted R2 has a relatively low value the 

p-value (=0.002127) is significantly distinctive from 0, which refers to the regression being a 

generally good fit. 
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7. Conclusion  
	  
The final deduction of this study is that aid doesn’t have a significant effect on economic 

growth, however in the last model corruption indicated a positive correlation with growth but 

this model had multicollinearity problems. Furthermore, the results are in compliance with 

Rajan and Subramanian’s (2005) results that foreign aid doesn’t have a substantial effect on 

economic growth, however they denote that physical capital accumulation has a positive 

correlation with growth (Rajan and Subramanian 2005). Physical capital is a generic term of 

tools that increases the aptitudes of work i.e. financing aid assets are essential for growth 

(Weil 2003, 68). As Burnside & Dollar (2000) points out foreign aid generates economic 

growth in recipient countries with good governments policies, since the countries in the 

region Sub-Saharan Africa have high-levels of corruption these countries lack good 

government policies. On the other hand foreign direct investment has a positive correlation to 

growth. Donor countries should focus on investing in developing countries, excluding profit, 

i.e. aid in form of investments. Adjustments of aid allocation is significant, the problem lies 

in recipient countries lack of applying foreign aid in effective ways that generates growth for 

the country, that is to say absence of absorptive capacity (Todaro 2009, 734-735). Therefore 

aid in form of investment is sufficient, due to FDIs significant correlation with growth, 

investment in infrastructure and businesses will lead to growth in developing countries since 

it creates job opportunities and the country’s finance will grow. Thus, if aid finances 

investments in healthcare and education, which are two key factors in order for long-term 

growth and investments in human capital accumulation generate a large social return (Carlin 

and Soskice 2006, 535-537). Due to educations high rate of return, aid programs that finances 

aid will result in several significant outcomes for the economy, such as growth in family 

planning, health care, agriculture, industries and government spending (Cassen 1994, 118-

199).  

 

In contrary Boone (1996) implies that neither human development nor investments increases 

significantly with aid, although he denotes that government size increases (Boone 1996), 

growth in government size results in government spending which in turn requires government 

revenues (Weil 2013, 359). Furthermore corruption blocks efficient aid but also negate 

economic growth due to increased government spending, Burnside and Dollar (2000) implies 

that bilateral aid flows results in government consumption.  
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However it is important to denote the positive outcomes foreign aid can contribute to, thus in 

Sub-Saharan Africa corruption hinders aid efficiency. Both donor- and recipient countries 

have to change the current aid-relations. In order for developing countries to benefit from aid 

different actions should be taken, such as improved accountability on both parts. Developing 

countries are in need of long-term growth and financing aid on efficient investments will 

generate long-term growth.   
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Appendix 

Table 1.1 Countries in Sub-Saharan Africa 

OBS 
 

GDPgrowth 
 

AID 
(% of GDP) 

FDI 
(% of GDP) 

CPI 
 

Initial GDP 
(logarithm) 

EDU 
 

AIDxCPI 
 

Angola 5,817770288 6,442302726 5,001747534 20,3 3,434173857 5 130,7787453 
Benin 0,923271176 18,85832696 1,17132142 29,6 2,755403341 6 558,206478 

Botswana 2,80458892 26,36873559 4,459442475 58,5 2,645409448 7 1542,571032 
Burkina Faso 2,765940988 24,29319197 0,577754628 33,125 2,222500427 6 804,711984 

Burundi -0,054901468 12,45281542 0,146439492 20,625 3,715463034 6 256,839318 
Cameroon 0,926641909 14,03379888 1,854184996 23,1 2,975328964 6 324,1807541 

Cape Verde 4,962307539 106,4796108 7,004534452 52,8 3,404042574 6 5622,12345 
Central African 

Republic 1,94095355 14,53872564 1,995154385 21,8 2,574444913 6 316,944219 
Chad 5,469586824 11,83286798 9,668116319 17 2,801398672 6 201,1587557 

Comoros -0,484477992 21,62566065 1,137214944 25 2,819471733 6 540,6415163 
Congo, Dem. 

Rep. 1,322989572 16,63117138 14,78714086 19,6 2,445077767 6 325,970959 
Congo, Rep. 1,930354895 28,35145335 4,85785529 21,7 3,304835331 6 615,2265377 
Cote d'Ivoire -0,849005585 14,49850141 1,885547426 21,6 2,997774486 6 313,1676305 

Djibouti 2,258528112 43,73671563 7,592228886 30,8 3,034177169 5,57 1347,090841 
Equatorial Guinea 11,14707722 11,54800643 17,1497841 16,8 4,086375101 5,5 194,006508 

Eritrea -1,957185671 17,20672371 2,428953784 26,3 2,440945714 5 452,5368336 
Ethiopia 5,780747142 12,23211599 2,458712965 25,8 2,369978665 6 315,5885925 
Gabon -0,033011164 8,841311575 2,674679369 29,8 3,855799759 5,42 263,4710849 

Gambia, The 0,371753146 21,16273368 6,840756874 28 2,702800384 6 592,556543 
Ghana 4,008457937 18,78438335 4,763137819 37 2,930655769 6 695,022184 
Guinea 0,578886123 9,401734941 5,149307546 19,6 2,586278384 6 184,2740048 

Guinea-Bissau 0,035918342 26,07801698 1,157663924 21,3 2,632576222 6 555,4617617 
Kenya 1,192808441 11,00726507 0,602608861 22 2,792750075 6 242,1598315 

Lesotho 3,29525414 22,7693325 6,499046048 69,75 2,872377116 7 1588,160942 
Liberia 6,487350636 53,86203753 31,31016263 29,8 2,364887868 6 1605,088718 

Madagascar -0,247090507 13,01215217 5,768371189 30,4 2,539159584 5 395,569426 
Malawi -0,014424744 20,9338172 2,578037233 30,2 2,402383416 6 632,2012794 

Mali 1,880437862 22,54549299 3,785580093 29,3 2,701591948 6 660,5829446 
Mauritania 1,773261881 33,14237402 11,21437073 26,8 2,897878392 6 888,2156237 
Mauritius 3,395288426 15,38034485 2,357618288 50,5 3,776386149 6 776,7074149 

Mozambique 4,375302111 29,38664612 9,736480089 27,5 2,539706397 7 808,1327683 
Namibia 3,251749467 26,50515777 4,612625749 44 3,566092754 7 1166,226942 

Niger 0,653523961 15,00692615 5,169425612 26,2 2,45077833 6 393,1814651 
Nigeria 5,529717406 5,132023813 3,011283847 23,1 3,070548521 6 118,5497501 
Rwanda 4,800926739 26,05666145 1,091045608 36,25 2,553513717 6 944,5539776 

Sao Tome and 
Principe 2,352017658 84,22762309 14,08691124 30,6 2,955587744 6 2577,365267 
Senegal 1,037044656 23,17369511 2,007048878 32,1 2,910955602 6 743,875613 

Seychelles 1,841489435 68,28152123 12,02337639 23,4 4,009703657 6 1597,787597 
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Table 1.2 Descriptive Statistics 

 

Table 1.3 Correlation Matrix Table 

 

 
  

Sierra Leone 4,084678173 29,06497114 6,81945891 44,4 2,567799568 6 1290,484719 
South Africa 1,965347323 4,501525665 1,823971521 17,4 3,70758023 7 78,32654657 

Sudan 3,363013226 11,02464075 4,466873455 33,75 2,964355258 6 372,0816253 
Swaziland 0,737588779 13,62125247 2,486833273 29,5 3,372756704 7 401,8269479 
Tanzania 3,817866134 19,11866342 4,622639234 25,7 2,62154358 7 491,3496499 

Togo -0,178518006 12,49483035 3,358597059 26,2 2,619702683 6 327,3645552 
Uganda 3,228444145 17,32706565 4,477292416 29 2,55438767 7 502,4849039 
Zambia 2,806677684 28,87545241 6,658242309 22,2 2,9141009 7 641,0350435 

Zimbabwe -3,064259915 12,56800135 1,215059303 20 2,744047472 7 251,360027 

Correlation GDPgrowth AID FDI CPI GDP/capita EDU 𝐀𝐈𝐃  ×  𝐂𝐏𝐈 

GDP/capitagrowth 1       

AID (% of GDP) 0.1579 1      

FDI (% of GDP) 0.4872 0.4463 1     

CPI 0.1523 0.3281 -0.0232 1    

GDP/capita 0.2003 0.0943 0.0099 - 0.0133 1   

EDU 0.0071 0.0116 -0.0738 0.2471 -0.0414 1  

𝐀𝐈𝐃  ×  𝐂𝐏𝐈 0.2093 0.9145 0.2912 0.5758 0.0985 0.0689 1 

Variable Mean Median Minimum Maximum Std. Dev. 

GDPgrowth 2.29857 1.94095 -3.06426 11.1471 2.51842 
AID (% of GDP) 23.4983 18.7844 4.50153 106.480 19.4697 
FDI (% of GDP) 5.45840 4.46687 0.146439 31.3102 5.50617 

CPI 29.3660 26.8000 16.8000 69.7500 10.9414 
GDP/capita 2.91927 2.80140 2.22250 4.08638 0.471206 

EDU 6.11702 6.00000 5.00000 7.00000 0.533988 
AID x CPI 758.451 540.642 78.3265 5622.12 883.777 
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Figure 1.1 Correlation relations between GDP/capita GROWTH and AID 

 
Figure 1.2 Correlation relations between GDP/capita GROWTH and FDI 
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Figure 1.3 Correlation relations between GDP/capita GROWTH and CPI 
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