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Research on the Economic Growth Effects and Mechanism of Foreign Aid
LI Rong-lin & FENG Kai
(Institute of International Economics, School of Economics, Nankai University, Tianjin 300071, China)

Abstract: With the continuous development of the international community's assistance to developing
countries, the evaluation of the effectiveness of aid on growth has always been a controversial topic. Scholars
at home and abroad have made in-depth research on this issue from the theoretical and empirical aspects and
obtained a lot of results, but at present there is a lack of systematic analysis of this issue. Through collecting
and sorting out relevant literatures, this paper first classifies the economic growth effect of foreign aid into three
categories and finds that foreign aid can indeed promote the economic growth of recipient countries. Secondly,
this paper further sorted out the mechanism of how aid affecting the economic growth of recipient countries, and
summarized it into four routes: international trade, foreign direct investment, public expenditure and domestic
consumption. Finally, it is proposed that future research should focus on the heterogeneity of aid funds and
information asymmetry between countries, compare the different mechanisms of aid affecting economic growth,
expand the range of available data and pay attention to the impact of data processing on empirical results.
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