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Abstract

The study aims to identify the nature of foreign aid and economic performance through economic
literature based on economic theory, and to explore the theoretical relationship between them by
analyzing the reality of data for the sample countries. In addition to measuring and analyzing the
impact of foreign aid on the economic performance of selected countries, according to the standard
guantitative method, while the main hypothesis stated that there is a positive impact of foreign aid
to the selected countries, such as grants and soft loans, on the economic performance of developing
countries, as it is expected that an increase in the volume of this Aid to improve living conditions
and develop economic structures, which contributes to stimulating investments, Reducing
unemployment rates, thus, this positive effect enhances development and growth efforts, thus
enhancing economic  performance rates. The Eviewsl2 software package was used to test the
relationship of foreign aid as an explanatory variable in addition to other variables (inflation rate -
government spending - tax revenues - budget deficit). In economic performance as a dependent
variable represented by (general budget deficit as a percentage of GDP - inflation rate) using the
ARDL model, the study reached the most important results related to the basic variable of the study,
as it was shown that foreign aid has a negative and significant impact in both the short and long
terms on the budget deficit, in When the effect of foreign aid on inflation rates varied between
negative and positive.
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Unit Root Test Table by: ADF

At Level
Variables Y1 X1 X2 X3 X4
t-Stat. -3.9143 -4.8544 -2.6824 -2.2743 -3.5957
Intercept Prob. 0.0052 0.0004 0.0878 0.1858 0.0115
Decision Fxk Fhx * No fal
Trend & t-Stat. -3.5762 -5.5990 -3.3042 -2.3146 -4.8519
Prob. 0.0481 0.0003 0.0832 0.4149 0.0023
Intercept —
Decision ** falalad * No Fkx
t-Stat. -3.7432 -4.3949 -2.9429 -1.2695 -1.9017
None Prob. 0.0005 0.0001 0.0046 0.1839 0.0556
Dec's'on *k*k *k*k *k*k NO *
At First Difference
Variables d(Y1) d(X1) d(Xx2) d(X3) d(X4)
t-Statist. -4,9615 -16.7400 -5.6251 -5.4678 -8.5357
Intercept Prob. 0.0003 0.0001 0.0001 0.0001 0.0000
Dec's'on *k*k *kk *k*k *k*k *kk
Trend & t-Statist. -4.0381 -17.9312 -5.5310 -5.5058 -8.6911
Prob. 0.0185 0.0000 0.0004 0.0005 0.0000
I ntercept Dec's'on *%* **x%* **x% **x%* **%k%*
t-Statist. -3.6065 -16.3978 -5.7041 -5.5227 -8.6390
None Prob. 0.0008 0.0000 0.0000 0.0000 0.0000
Dec's'on *k*k *k*k *k*k *k*k *kk

towall) Ja¥) b Al il

Al daa 2S5 Lo 130 ¢(—1) (e Sl Asina 05 (—0.452687) cazly 23 (ECM) daid o gilail) oy il

Jal e Ly Cppedis e by Ghall & Lalall &35l0all Sae 739l Cjlstl) Paa) of (F a1 Abigha 25530
1 ~ . - . -

'{0.452687 =221= 2'2} Ol sl ) 3a5e]

Llsall Sae ol jrall (goluss duhall cilitie e 5 Ladie a3l ina o(gsinay ayb 3 (Caulill) addll aal

Lyt (7.189) (sSaus dalall

S oRlasd) ) (agee (%1) Ay dua) Al Glaelaal) 53U o e (syinay oS 1 Lun ) clac Lsall

cAaala@Y) dphailly (i 1385 (%—0.109) oy dalal) 453)5all

e alini) () a5 (%1) Ly casSall LY 8215 O (i cgpinag ouSe AT asSall GEY) Jea

gl dylailly gudays ey (%-0.606) daws daladl 43354l

alind) ) (gagae (%1) ey Lanyall @laha) 5305 of (ra cgsinay uSe S Ayl @labay) JlaaY

gl dylailly gadayy 13ag (%—4.127) dawdy daladl d3))sall jae

tshl) Ja¥) B ABlal) il

S pRlaad) ) (gagaa (%1) Ay daa)lal Glaelaal) 53l o e (syinay (mSe 1 Lunlal) cilac Lisall

Aol dlailly gadaiy 1ag . (%—0.544) duty Zalall 43))5l

Aalal) L5jlgall jae palidil ) (sa5m (%1) dueiy adomill Jana 8315 o Siaas ¢(pinay oo ST adail Jandl

ol dplailly gaasy 1385, (%—0.051) Aoy

175

O
L. X4

AN

2
L <4

AN




e zly ) s alan Gl aduail) Jana g daladl 4331 gall Jae B da JA) cilaebasal) i1 (b

Sae Bl (A s (%) iy casSal) BLEY) 83 of (e cgyinas sk A casSal) LAY ey ¥
(%0.045) s Aulal) 43l5al

paliad) () (sa5ee (%) Gy dpyaall by 83l O (e (sinag ouSe DA Lyl b Y) Jasy v
AaalaBY) A ylailly 3adaty 13a5.(%—13.768) duiy dalall 433)5al) o

rAiginag g galll A juadl) 35l

Aalall Ljlsal Jae 8 Alalall kil e (%85) A Lo yusis Spusil) ihysiall of (6l (0.85) R® 4 cialy v/
clpdall iy z3saill 8 LI a ol (Al e il gy (%15) of cpa

CUSS  dpail) Lgina ) i Lo g ((%1) Aigine (s5iesars (46.038) sl F dad cialy v/

Glad) (A Aalall A5jlsall Jas gisal Cipiial gigall) yal @il (2) Jsas

Method: ARDL (1,1,0,1,1) | Dependent Variable: D(Y1)

Maximum dependent lags: 1 (Automatic selection)

Dynamic repressors (1 lags, automatic): X1 X2 X3 X4

Model Selection Method: SIC Included observation: 33
Variable Coef. | S.E t- Stat. Prob.
Long-run Coefficients
X1 -0.544065 0.179479 -3.031363 0.0058 ***
X2 -0.050994 0.021561 -2.365099 0.0264 **
X3 0.054087 0.139973 0.386408 0.7026 \°
X4 -13.76828 3.863132 -3.564021 0.0016 ***
Short-run Coefficients
ECM * -0.452687 0.069193 -6.542406 0.0000 ***
C 7.188723 1.407397 5.107816 0.0000 ***
D(X1) -0.109697 0.030964 -3.542727 0.0017 ***
D(X3) -0.605882 0.063323 -9.568172 0.0000 ***
D(X4) -4,126815 1.162193 -3.550886 0.0016 ***
R’ 0.8668018 Adjusted R 0.849163
F-stat. 46.03754 Prob. 0.000000
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Unit Root Test Table by: ADF

At Level
Variables Y2 X1 X2 X3
t-Stat. -2.6824 -4.8544 -3.9143 -2.2743
Intercept Prob. 0.0878 0.0004 0.0052 0.1858
Decision * Fhx Fhx No
Trend & t-Stat. -3.3042 -5.5990 -3.5762 -2.3146
Prob. 0.0832 0.0003 0.0481 0.4149
Intercept —
Decision * Fhx kel No
t-Stat. -2.9429 -4.3949 -3.7432 -1.2695
None Prob. 0.0046 0.0001 0.0005 0.1839
Decision FAx el el No
At First Difference
Variables d(Y2) d(X1) d(X2) d(X3)
t-Statist. -4.9615 -16.7400 -4.9615 -5.4678
Intercept Prob. 0.0003 0.0001 0.0003 0.0001
DeCiS|on **k*% *kk *kk *kk
t-Statist. -4.0381 -17.9312 -4.0381 -5.5058
Trend &
Prob. 0.0185 0.0000 0.0185 0.0005
I nte rcept DeCiS|on *%* *kk *% *kk
t-Statist. -3.6065 -16.3978 -3.6065 -5.5227
None Prob. 0.0008 0.0000 0.0008 0.0000
DeCiS|on **k*% *kk *kk *kk
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Method: ARDL (1, 3, 0, 0) | Dependent Variable: D(Y2)

Maximum dependent lags: 2 (Automatic selection)

Dynamic repressors (4 lags, automatic): X1 X2 X3

Model Selection Method: SIC Included observation: 30
Variable Coef. | S.E t- Stat. | Prob.
Long-run Coefficients
X1 9.307583 2.901850 3.207465 0.0041 ***
X2 -4.206319 1.483630 -2.835153 0.0096 ***
X3 2.270668 1.134830 2.000888 0.0498 **
@TREND 3.052587 2.566354 1.189464 0.2469 °
Short-run Coefficients
ECM * -0.732335 0.084626 -8.653792 0.0000 ***
C -16.97011 8.568097 -1.980616 0.0603 *
D(X1) 1.956260 1.048575 1.865637 0.0755 *
D(X1(-1)) -2.931759 0.535702 -5.472742 0.0000 ***
D(X1(-2)) -2.493862 0.367591 -6.784343 0.0000 ***
R? 0.789740 Adjusted R* 0.757392
F-stat. 24.41408 Prob. 0.000000
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Glgiadl | g aal a %) | OsSlgiaall Lgady daall Maa) ¢ %) ALl 30 %) | Al (e %)

(el (s %) (st (ol @ | (el gl
1990 -24.895 51.7 0.036 62.058 5.105
1991 -62.258 186.952 137.588 82.095 3.116
1992 -48.995 83.616 25.223 57.878 1.844
1993 -42.669 207.692 16.348 49.071 1.891
1994 -24.691 492.5 6.351 28.337 1.326
1995 -25.92 351.311 2.582 30.671 2.336
1996 -14.26 -15.117 3.353 21.224 2.417
1997 -1.294 23.063 1.083 4.014 0.83
1998 -2.336 14.769 0.579 5.375 1.181
1999 -0.913 12.578 0.212 2.999 0.949
2000 -0.728 4,979 0.212 2.985 0.883
2001 -1.889 16.374 0.342 5.01 1.289
2002 -1.334 19.317 0.35 6.139 1421
2003 -15.67 33.616 10.424 31.205 0.097
2004 -35.398 26.962 12.677 91.45 0.291
2005 4.069 36.959 43.619 63.205 0.633
2006 10.711 53.231 13.46 50.329 0.618
2007 7.837 -10.068 10.191 46.122 0.99
2008 -0.856 12.663 7.307 57.254 0.653
2009 -12.752 6.874 2.402 58.932 2.553
2010 -4.179 2.878 1.555 49.575 0.928
2011 4744 5.801 1.032 43.369 1.092
2012 4.094 6.089 0.594 42.892 1.016
2013 -6.062 1.879 0.66 48.249 1.052
2014 -5.631 2.236 0.603 43.783 0.708
2015 -12.823 1.393 0.897 43.442 3.235
2016 -13.894 0.557 1.385 40.743 1.961
2017 -1.619 0.184 1.565 34.658 2.79
2018 7.839 0.367 1.02 31.75 2.265
2019 0.857 -0.199 0.899 35.635 1.508
2020 -17.526 0.574 1.317 48.269 2.374
2021 -13.056 26.399 0.872 44.625 1.505
2022 -9.454 4,995 0.549 41.335 1.796
2023 -7.283 15.697 0.913 40.117 1.892

Sources:

- World Bank, 2024, Data and Statistics, World Development Indicators, Washington, USA.
- International Monetary Fund, 2024, World Economic Outlook

USA.

Database, Washington, D.C.,
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