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ABSTRACT 

The study empirically examined the contributions of foreign aid on the growth of Nigeria economy. The 

specific objectives were to; examine the contributions of project aid, programme aid, humanitarian aid on 

the growth of Nigeria economy, using RGDP as a proxy of economic growth. Ex-post facto research design 

and desk survey were adopted in this study. Secondary data were used and also obtained from the Central 

Bank of Nigeria (CBN) Statistical Bulletin and international financial statistics (IFS). The study adopted 

the augmented Dickey-Fuller (ADF) unit root test as a pre-test technique, Autoregressive Distribution lag 

(ARDL) and Wald Test. Based on the results, it was revealed that there was a significant effect of project 

aid on the growth of Nigeria economy, there was a significant effect of programme aid on the growth of 

Nigeria economy and there was a significant effect of humanitarian aid on the growth of Nigeria economy. 

The study recommended that government should judiciously utilize inflows and not to misuse or divert for 

non-aided projects. Also, recommended that Nigerian government should put in place an appropriate policy 

measures that would monitor the maximum and effective utilization of foreign aid. Finally, donor countries 

should be aware of the political situations in recipient countries and work with international bodies to 

ensure as much stability as possible. 

 

1.0 INTRODUCTION 

Background to the study 

Foreign aid has been employed by developed nations and multinational organizations in supporting 

economic growth and development efforts in developing countries.. Foreign aid refers to the flow of 

assistance from high income countries to low income countries. Foreign aid plays a role as a supplement to 

domestic sources of finance such as savings, hoping thereby to increase the amount of investment and 

capital stock. According to Morrissey (2011), there are a number of mechanisms through which aid can 
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contribute to economic growth, including: when aid increases investment, in physical and human capital , 

increases the capacity to import capital goods or technology and activities technology transfer that increases 

the productivity of capital and promotes endogenous technical change. (Adofu, 2010). The Organization 

for Economic Cooperation and Development (OECD) view Official development assistance as government 

aid designed to promote the economic development and welfare of developing countries.  This source of 

external finance comes in the form of bilateral grants, loans, food aid, emergency relief, technical assistance, 

direct financing for construction projects, as well as multilateral flows. 

 

The fundamental contribution that foreign aid is expected to bring to the recipient country is economic 

growth, which in turn can reduce poverty. Foreign aid brings a positive contribution to the economic 

performance of recipient countries by supplementing domestic savings and export earnings through 

investment and imports, respectively.  According to Njeru (2003), foreign aid has a positive effect on 

economic growth, through public expenditure if properly channelled to the productive sectors of the 

economy. Odusanya (2011), view that in an economy where the demand of investment cannot be met 

entirely by domestically generated savings neither through imports financed by the country’s own export 
earnings, resources are transferred from abroad in the form of either loans, credits, grants, remittances.  This 

study intends to investigate foreign aid and its effect on the growth of Nigeria economy. 

 

Statement of the problem 

Over the years in Nigeria, there have been huge and significant inflows of foreign aid into the economy, 

which has brought about gross dependency on foreign aid, which has not really reduced problems affecting 

Nigeria. The dependence of Nigeria on foreign aid inflow has, in the long, diluted the quest of the economy 

to develop its capacity. Although foreign aid plays an important role in enhancing growth and development, 

it is ironic that after years of channeling resources to the developing countries, little development has taken 

place. The aid meant for carrying out development programs and projects in various sectors is embezzled 

by corrupt government officials whose role ought to be successful implementation of such programs or 

projects. In addition, other aid recipient nations like Nigeria continue to suffer from chronic economic 

hardship in addition to scoring very low in its human development ranking, despite huge amounts of aid 

flow into the country each year. 

 

Clearly, this is an obstacle to efforts aimed at developing the country through foreign aid. There is also the 

problem of misappropriation and poor utilization of foreign aid. The aid meant for development is assumed 

to be not judiciously utilized but rather it is misused and often times diverted for non-aided projects. The 

agitation for continuous flow of foreign aid to the local economy is endless. Available empirical literature 

in this area to the best of my knowledge has not established the desire effect on economic growth in Nigeria. 

This is because there is no research endeavour that is entirely conclusive. This study seeks investigate the 

effect of solicited aid in terms of project aid, program aid as well as humanitarian aid. 

 

Objectives of the study 

The general objective of the study is to examine foreign aid and its effect on the growth of Nigeria economy. 

The specific objectives are: 

 To examine the contribution of project aid on the growth of Nigeria economy 
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 To determine the contribution of programme aid on the growth of Nigeria economy 

 To investigate the contribution of humanitarian aid on the growth of Nigeria economy  

 

Research questions 

The following research questions are formulated: 

 To what extent does project aid contribute to the growth of Nigeria economy? 

 To what extent does programme aid affect the growth of Nigeria economy? 

 Does humanitarian aid contribute to the growth of Nigeria economy?  

 

Research hypotheses 

In line with the specific objectives of this study, the following hypotheses are tested in null form: 

Ho1: There is no significant effect of project aid on the growth of Nigeria economy 

Ho2: There is no significant effect of programme aid on the growth of Nigeria economy. 

Ho3: There is no significant effect of humanitarian aid on the growth of Nigeria economy. 

 

Theoretical framework 

This study is anchored on the following theories: 

 

The Dependency Theory of Underdevelopment  

The dependency theory was propounded by Frank, Sunkel, Furtardo, Santos, Emmanuel and Amin in 1976. 

The theory states that certain factors are responsible for the underdevelopment of less developing countries 

by developed countries. There is a plurality of dependency views and different analyses are offered to 

explain underdevelopment as a result of the interplay between internal and external structures. This theory 

states that dependency is a situation in which the economy of certain countries is conditioned by the 

development and expansion of another economy. Further, it is a dependent relationship between two or 

more economies  which some countries (the dominant ones) can expand and be self-sustaining, while other 

countries (the dependent ones) can do this only as a reflection of that expansion, which can have either a 

positive or a negative effect on their immediate development.  For them, the peripheral LDCs are heavily 

dependent on the centre for foreign capital, and foreign capital leads to “external orientation” of LDCs by 
exporting primary commodities, importing manufactures and making them dependent for industrialization 

of their economies. This study is holistically anchored on dependency theory of underdevelopment and it 

becomes very relevant since a country is conditioned by development and expansion through another 

country. 

 

Endogenous growth theory 

Endogenous growth theory was propounded by Paul Romer in 1986. The theory states that investment in 

human capital; innovation and knowledge are significant contributors to economic growth. More 

specifically, the theory notes that the enhancement of a nation’s human capital will lead to economic growth 
by means of the development of new forms of technology and efficient and effective means of production. 

Endogenous growth economists believe that improvements in productivity can be tied directly to fasten 

innovation and more investments in human capital.  As such, the advocate for government and private sector 

institutions to nurture innovation initiatives while offering incentives, for individuals and businesses to be 
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more creative.  Under this theory, knowledge-based industries play a particularly important role, especially 

telecommunications and other high technological industries as they are becoming ever more influential in 

developed and emerging economies. 

 

2.0 LITERATURE REVIEW 

Foreign aid or capital enters a country in the form of private capital. However, foreign aid is more important 

for accelerating economic development than private foreign capital. The financial needs of less developing 

countries are so great that private foreign investment can only partially solve the problem of financing. For 

instance, private foreign investment has nothing to do with social expenditures in such spheres as education, 

public health, medical programs, technical training, research and so forth. Such schemes though indirectly 

contributing to economic efficiency and productivity of the economy in the long-run yield no direct returns, 

and could, therefore be financed with the help of grants received from advanced countries and international 

organizations.  

 

Griffin & Enos (2010) believe aid causes a reduction in domestic savings, it stimulates savings so that each 

dollar of inflow results in more than one dollar of investment, while in some other countries it discourage 

savings as a dollar of aid inflow leads to much less than that of investment. It is often felt that opponents of 

aid take the view that it is a form of wealth distribution, whereby poor people in rich countries send money 

directly to rich people in poor countries. Burnside and Dollar (2000) and Easterly, Levine & Roodman 

(2004) find that on its own aid has no effect on growth, although when it is interacted with a ‘sound’ 
monetary and fiscal policy environment there is a conditional effect. In addition, Njeru (2003) argued that 

aid has serious, distorting consequences on the political life of recipient countries. Different types of aid 

have different impacts on growth. Ouattara and Strobl (2003) categorize foreign aid into project aid, 

program aid, technical assistance and food aid. The effectiveness of foreign aid is the subject of much debate 

in development economics. Some economists argue that aid does not significantly increase economic 

growth rates or improve human development indicators.  Others, on the contrary, believe it does, especially 

when the recipient country implements appropriate policies (Burnside and Dollar, 2000).  

 

Foreign aid is the voluntary transfer of resources from one country to another country. This transfer includes 

any flow of capital to developing countries. A developing country usually does not have a robust industrial 

development index. Foreign aid can be in the form of a loan or a grant. It may be in either a soft or hard 

loan. The distinction means that if repayment of the aid requires foreign currency, then it is a hard loan. If 

it is in the home currency, then it is a soft loan. The World Bank lends in hard loans, while the loans of its 

affiliates are soft loans. Foreign aid is one of the most significant sources of foreign exchange. (Driffield & 

Jones, 2013) 

 

Foreign aid is the international transfer of capital, goods or services from a country or international 

organization for the benefit of the recipient country or its population. Aid can be economic, military or 

emergency humanitarian. Foreign aid involves a transfer of financial resources or commodities (e.g. food 

or military equipment) or technical advice and training. The resources can take the form of grants or 

concessional credits (e.g. export credits). The most common type of foreign aid is official development 

assistance (ODA) which is assistance given to promote development and to combat poverty. The primary 
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source of ODA which for some countries represents only a small portion of their assistance, is bilateral 

grants from one country to another, though some of the aid is in the form of loans, and sometimes the aid 

is channeled through international organizations and Non-Governmental Organizations (NGOs). For 

example, the International Monetary Fund (IMF), the World Bank and the United Nations Children’s Fund 
(UNICEF) have provided significant amounts of aid to countries and to NGOs involved in assistance 

activities. (Eregha, 2009). 

 

Aid is also known as international aid, overseas aid, foreign aid or foreign assistance; it is from the 

perspective of governments, a voluntary transfer of resources from one country to another. Aid may be 

given by individuals, private organizations or governments. The most widely used measure of aid is official 

development assistance. Foreign aid is money, materials and services given or loaned by governments, 

organizations and individuals in rich countries to help people in poor countries. It is money that one country 

voluntarily transfers to another, which can take the form of a gift, a grant or a loan. (Papanek, 1973). 

 

Empirical review 

Many studies were carried out in both developed and developing countries. Conchesta (2008) examined on 

the impact of foreign aid on economic growth in Tanzania over the period 1990 to 2004. In his analysis; 

foreign aid was disaggregated in terms of government development expenditures and recurrent 

expenditures, other variables include net national savings, export growth and total debt service. The study 

reveals that foreign aid and total debt service have a negative impact on GDP growth for the case of 

Tanzania. On the other hand, while, export growth and net national savings have shown a positive impact 

on GDP growth. The study recommended that country should have the capacity to invest. Fasanya and 

Onakoya (2012) analyzed the impact of foreign aid on economic growth in Nigeria during the period of 

1970-2010. Their findings showed that aid flows have a significant impact on economic growth in Nigeria, 

population growth has no significant effect on aid flows. Therefore, governments should devise strategies 

on how to manage these funds effectively and efficiently. Okon (2012) investigated on aid and human 

development in Nigeria, employing two-stage least squares estimation to analyzing data from 1960 to 2010. 

The result shows that there is a negative relationship between development aid and human development, 

implying that aid tends to worsen human development in Nigeria. As such he recommended that the 

Nigerian government should put in place an appropriate policy measures that would monitor the maximum 

and effective utilization of foreign aid. Bakare (2011) examined the impact of foreign aid on economic 

growth in Nigeria by employing the standard statistical method of vector Autoregressive Model (VAR) to 

determine the sources of shock to growth in Nigeria and treated foreign aid as an endogenous variable. The 

study found a negative relationship between foreign aid and output growth, which imply that foreign aid 

tends to worsen output growth in Nigeria rather than improving it.   

 

Bashir (2013) examined foreign assistance and foreign direct investment (FDI) on real growth in Nigeria 

over the period 1980 to 2011. Using the Two-Gap model and various econometric techniques which include 

Augmented Dickey Fuller (ADF) test, Granger causality test, Johansen co-integration test and Error 

Correction Method (ECM), empirical results reveal that there is Granger no-causality between any pair of 

the variables. Findings of the study also established a negative relationship between FDI and real growth as 

ODA exacts no impact on real growth in the country.  Feeny (2005) investigated the impact of foreign aid 
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on economic growth in Papua New Guinea, using the Autoregressive Distributed Lag (ARDL) approach to 

co-integration His finding gave evidence that aid and its various components have contributed to economic 

growth in Papua New Guinea. Going further, there is some evidence that aid is more effective during periods 

when the country has undertaken a World Bank Structural Adjustment Programme (SAP). Duc (2006) 

carried out the impact of foreign aid on economic growth in developing countries over the period 1975-

2000, with the use of panel data regression. He found evidence that foreign aid significantly and negatively 

correlates with growth in developing countries. Tracy (2010) examined the impact of foreign aid on 

investment and economic growth in Nigeria over the period 1970 to 2009 using multivariate co-integration 

analysis. The empirical result from the investment equation shows that aid has a significant positive impact 

on investment in the long run. On the other hand, volatility of aid by creating uncertainty in the flow of aid 

has a negative influence on domestic capital formation activity.  

 

Yohannes, Hudson and Horrell (2011) examined the impact of foreign aid on economic growth and the 

Transmission mechanisms (i.e. investment, import and government consumption expenditure) of Ethiopia 

using Johansson maximum likelihood approach over the period of 1970 to 2008. The co-integration test 

result indicates the existence of long run relationship among the variables entered in all models. In the long 

run, foreign aid has a positive and significant impact on growth through its significant contribution to 

investment and import. However, the dynamic short run model points out that aid have a significant impact 

on growth. In addition, in the short run, aid has significant impact on government consumption expenditure.  

 
Summary of literature and the research gap 

 Having carried out a thorough examination on foreign aid and its effect on the growth of Nigeria 

economy, we observed in the works of Conchesta (2008), Fasanya & Onakoya (2012), Bakare (2011), 

Feeny (2005), Duc (2006) and Yohannes, Hudson & Honell(2001) that no attempt was made to disaggregate 

foreign aid. This study however, distinguishes itself from existing studies by introducing project aid, 

programme aid and humanitarian aid.as components of foreign aid. 

 

3.0 METHODOLOGY  

Secondary data was adopted for the study and the empirical models for this study is anchored on the 

dependency theory of underdevelopment and endogenous growth theory. The functional form is stated as 

follows; 

RGDP = f (PRA, PROGA, HUA) 

Where: 

 RGDP  = Real Gross domestic product 

 PRA  = Project Aid  

 PROGA = Program Aid 

 HUA  = Humanitarian Aid 

Therefore, 

LogRGDP = a0+logb1PRA+logb2PROGA+logb3HUA + Ut 

α1, α2, α3, >0 
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Techniques of data analysis  

This study employed the following techniques in order to analyze the relationship that existed between 

foreign aid and Nigeria economy. They include unit root test, Autoregressive Distribution lag (ARDL). And 

Wald Test. The unit root test is engaged in order to ascertain the stationarity or non-stationarity of the 

variables under study. .This study employed the autoregressive distributed lag (ARDL) techniques to 

analyze foreign aids and its effect on the growth of the Nigerian economy. In order to achieve this, the study 

adopted the augmented Dickey-Fuller (ADF) unit root test as a pre-test technique.  

 

4.0 DISCUSSION OF RESULTS 

Data analysis 

Table 1: Augmented Dickey-Fuller (ADF) unit root test 

Variables At Level At 1st Difference Order of integration 

RGDP -4.2428 - I(0) 

HUA -0.9135 -5.3162 I(1) 

PRA -2.4194 -4.774 I(1)

PROGA -0.8889 -4.9620 I(1) 

Source: E-views 10.0 statistical software 

 

Augmented Dickey-Fuller (ADF) unit root test 

Table 1 above shows regression for the purpose of clarifying the result for the ADF test class of unit root 

test. It was found that only RGDP exhibited no unit root process at various critical levels mostly at five per 

cent level of significance and was found to be stationary at levels. In other words, variables such as PRA, 

PROGA and HUA were found to be non-stationary at their levels, at such, their null hypotheses of the 

presence of unit root cannot be rejected. However, these variables (PRA, PROGA and HUA) became 

stationary at their first differences, hence; their null hypotheses can be rejected. 

 

ARDL F-bound testing approach 

The F-test through the Wald test (bound test) is conducted to check how the joint significance of the 

coefficients specified in the model is. The Wald test is performed by imposing restrictions on the estimated 

long-run coefficients of foreign aid variables (PRA, PROGA, HUA) and the growth of the Nigerian 

economy (RGDP). From Table 3, ARDL F-bound test tabulated lower and upper bound is selected based 

on five per cent significance level. However, this study is based on the conventional five per cent 

significance level, hence, the result in the Table 3 revealed that foreign aid variables (PRA, PROGA, HUA) 

are jointly co-integrated with the dependent variable, RGDP, hence, long-run relationship exist. The 

calculated F-statistic is 68.24 at five per cent significance level was found to be greater than corresponding 

the ARDL lower (2.79) and upper (3.67) critical bound values. The value revealed that there is an evidence 

of long-run co-integration between foreign aids variables (PRA, PROGA, HUA) and the growth of the 

Nigerian economy (RGDP). 
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Table 2: ARDL F-bounds test 

F-Bounds Test Null Hypothesis: No levels relationship 

Test Statistic Value Signif. I(0) I(1) 

  Asymptotic: n=1000  

F-statistic  68.24162 10%   2.37 3.2 

K 3 5%   2.79 3.67 

  2.5%   3.15 4.08 

  1%   3.65 4.66 

Actual Sample Size 24 Finite Sample: n=35  

  10%   2.618 3.532 

  5%   3.164 4.194 

  1%   4.428 5.816 

  Finite Sample: n=30  

  10%   2.676 3.586 

  5%   3.272 4.306 

  1%   4.614 5.966 

Source: E-views 10.0 statistical software 

 

Table 3: ARDL long run form 

Dependent Variable: D(LRGDP)   

Selected Model: ARDL(1, 4, 0, 2)  

Variable Coefficient Std. Error t-Statistic Prob.    

LPROGA -8.023757 2.585014 -3.103951 0.0084

LPRA -0.736596 0.189121 -3.894843 0.0018 

LHUA 10.06070 2.941090 3.420738 0.0046 

C -31.38769 7.820635 -4.013445 0.0015 

EC = LRGDP - (-8.0238*LPROGA  -0.7366*LPRA + 10.0607*LHUA  -31.3877 ) 

Source: E-views 10.0 statistical software 

 

ARDL long run form estimates 

Based on the ARDL bound test result, it is concluded that there is a long run relationship among the 

variables in the model. Given that, there is a need to estimate the long run coefficients. The long run 

coefficient measures the long run effect of the independent variables on the dependent variable. From the 

ARDL long run form in Table 4,long run estimates showed that the independent variables (PRA, PROGA, 

HUA) have a joint significant negative effect on the growth of the Nigerian economy in the long run. This 

means that an increase in these variables will have a significant negative effect with changes in the growth 

of the Nigerian economy in the long run. All things being equal, the growth of the Nigerian economy will 

decrease by 31.38 per cent as a result of increase in foreign aids variables (PRA, PROGA, HUA) in the 

long run, ceteris paribus. However, in the long run, PRA will have a significant negative effect on the 

growth of the Nigerian economy all things being equal. The relationship between PROGA and the growth 
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of the Nigerian economy was found to be negative but significant in the long run. Lastly, HUA had a 

significant positive effect on the growth of the Nigerian economy in the long run. 

 

Table 4: ARDL short run dynamics result 

Dependent Variable: LRGDP   

Selected Model: ARDL(1, 4, 0, 2)  

Variable Coefficient Std. Error t-Statistic Prob.*   

LRGDP(-1) 0.852718 0.035669 23.90617 0.0000 

LPROGA 0.162993 0.260129 0.626585 0.5418 

LPROGA(-1) -0.406799 0.248741 -1.635429 0.1259 

LPROGA(-2) -0.975552 0.257729 -3.785186 0.0023 

LPROGA(-3) -0.017031 0.033325 -0.511053 0.6179 

LPROGA(-4) 0.054634 0.027294 2.001676 0.0666 

LPRA -0.108487 0.046847 -2.315770 0.0375 

LHUA 0.064673 0.299214 0.216143 0.8322 

LHUA(-1) 0.338760 0.249034 1.360299 0.1969 

LHUA(-2) 1.078326 0.267329 4.033711 0.0014 

C -4.622840 1.335140 -3.462437 0.0042 

R-squared 0.999283     Mean dependent var 9.910285 

Adjusted R-squared 0.998731     S.D. dependent var 1.301095 

S.E. of regression 0.046355     Akaike info criterion -3.001399 

Sum squared resid 0.027935     Schwarz criterion -2.461458 

Log likelihood 47.01679     Hannan-Quinn criter. -2.858152 

F-statistic 1810.652     Durbin-Watson stat 2.342882 

Prob(F-statistic) 0.000000    

*Note: p-values and any subsequent tests do not account for model 

          selection.   

Source: E-views 10.0 statistical software 

 

ARDL short run estimates 

The ARDL short-run estimates shown in Table 4 revealed that the value of the intercept which is -4.6228 

revealed that the growth of the Nigerian economy will experience 4.6228per cent decrease when all other 

variables are held constant. The analysis further revealed that the R2 (R-squared) which measures the overall 

goodness of fit of the entire ARDL model. This is represented with the R2 value of 0.9992 (99.92 per cent), 

approximately 99.9 per cent. This indicates that the independent variables (PRA, PROGA, HUA) accounted 

for about 99.9 per cent variation in the independent variable (RGDP). 

 

In the same vein, the high value of F-statistics (1810.652) showed that the overall model is statistically 

significant. The overall significance of the ARDL short-run model implies the joint significance of all 

explanatory variables in explaining the short-run changes in the growth of the Nigerian economy. Further 

examination of the ARDL short-run estimates revealed that changes in the previous lagged period, two 

previous lagged periods and the previous three lagged periods of PROGA had a negative effect on the 
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growth of the Nigerian economy. The implication is that, a percentage increase in PROGA will decrease 

the growth of the Nigerian economy accordingly in the short run all things being equal. On the other hand, 

the current period of PROGA and the previous four lagged periods were found to have a positive impact on 

the growth of the Nigerian economy in the short run. 

 

The ARDL result further revealed that changes in the current period of PRA had a negative effect on the 

growth of the Nigerian economy. The implication is that, a percentage increase in PRA will decrease the 

growth of the Nigerian economy accordingly in the short run all things being equal. 

 

Lastly, the analysis revealed that changes in current period, the previous lagged period and the previous two 

lagged periods of HUA have appositive effect on the growth of the Nigerian economy in the short-run. The 

implication is that, a percentage increase in PRA will increase the growth of the Nigerian economy in the 

short-run, all things being equal. 

 

ARDL error correction regression (ECT) 

The ECT coefficient shows how quickly variables converge to equilibrium in the short run, and it should 

have a statistically significant coefficient with a negative sign. The result for the variables shows that the 

expected negative sign of error correction term (ECT) and was found to be highly significant. The highly 

significant ECT further confirms the existence of a stable and significant long run relationship. This 

confirms the existence of the long run significant relationship between foreign aids and the growth of the 

Nigerian economy with their various lags. The coefficient of ECT (-0.1472) as shown in Table 6 revealed 

that deviation away from the long run RGDP is deemed corrected by 14.72 per cent by the following year 

all things being equal. 

 

Table 5: ARDL error correction regression result 

ECM Regression 

Variable Coefficient Std. Error t-Statistic Prob.    

 0.162993 0.164361 0.991675 0.3395 

D(LPROGA(-1)) 0.937949 0.146022 6.423334 0.0000 

D(LPROGA(-2)) -0.037603 0.016975 -2.215222 0.0452 

D(LPROGA(-3)) -0.054634 0.015740 -3.471115 0.0041 

D(LHUA) 0.064673 0.170539 0.379227 0.7106 

D(LHUA(-1)) -1.078326 0.147709 -7.300336 0.0000 

CointEq(-1)* -0.147282 0.006972 -21.12333 0.0000 

     Source: E-views 10.0 statistical software 

 

Table 6: Summarized f-test from the ARDL Wald coefficient restriction test 
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 Source: E-view 10.0 Econometric Software 

 

 

Summary of findings 
The major findings of the study include: There is a significant effect of project aid on the growth of Nigeria 

economy, there is a significant effect of programme aid on the growth of Nigeria economy and there is a 

significant effect of humanitarian aid on the growth of Nigeria economy. 

 

5.0 CONCLUSION AND CONCLUSIONS 

The study portrays foreign aid and its effect on the growth of Nigeria economy. It is revealed that there is 

a significant effect of project aid on the growth of Nigeria economy, there is a significant effect of 

programme aid on the growth of Nigeria economy and there is a significant effect of humanitarian aid on 

the growth of Nigeria economy. Foreign aid has been employed by developed nations and multinational 

organizations in supporting economic growth and development efforts in developing countries.. Foreign aid 

brings a positive contribution to the economic performance of recipient countries by supplementing 

domestic savings and export earnings through investment and imports, respectively.  Foreign aid is the 

voluntary transfer of resources from one country to another country and it can be in the form of a loan or a 

grant and it is the international transfer of capital, goods or services from a country or international 

organization for the benefit of the recipient country .Foreign aid or foreign assistance is from the perspective 

of governments, a voluntary transfer of resources from one country to another and it may be given by 

individuals, private organizations or governments. 

 

In line with the findings, the following recommendations are proffered; 

 Foreign aid is meant for developmental projects therefore, government should judiciously utilized 

inflows and not to misuse or divert for non-aided projects.  

 Nigerian government should put in place an appropriate policy measures that would monitor the 

maximum and effective utilization of foreign aid. 

 Donor countries should be aware of the political situations in recipient countries and work with 

international bodies to ensure as much stability as possible. 

 

REFERENCES 

Adofu, A.  (2002) Do corrupt governments receive less foreign aid? American Economic Review 92(4); 

1126–1137. 

Bakare, A.S. (2011). The Macroeconomic Impact of Foreign Aid in Sub-saharan Africa: The Case of 

Nigeria. Business and Management Review. 1(5); 24 – 32. 

The f-test as summarized: f-tab Corresponding probability Remarks 

PROGA: C(2)+C(3)+C(4)+C(5)+C(6)=0  {10.17} ± 4.67 0.0071 Significant 

PRA: C(7)=0  {5.36} ± 4.67 0.0375 Significant 

HUA: C(8)+C(9)+C(10)=0  {11.43} ± 4.67 0.0049 Significant 



348 
 

Bashir, N.G. (2013). Government Policy and the Effectiveness of Foreign Aid. Department of Economics, 

Botson College. 

Boone, P. (2016), The Impact of Foreign Aid on Savings and Growth”, Mimeo (London School of 
Economics). 

Burnside, C. and Dollar, D. (2000) Aid, policies, and growth. American Economic Review 90(4); 847–868. 

Chenery, H. and W. Strout (1966), “Foreign Assistance and Economic Development”, American Economic 

Review, 56, 679-753. 

Conchesta, H (2008). Aid and growth regressions. Journal of Development Economics, 64; 547-570.  

Djankov, W (2005), Survey of Foreign Aid: History, Trends, and Allocation, Discussion Papers, University 

of Copenhagen Institute of Economics. 

Dollar, O. (2010), Searching for Aid Threshold Effects: Aid, Growth and the Welfare of the Poor, CREDIT 

Research Paper, Centre for Research in Economic Development and International Trade, University of 

Nottingham, Nottingham. 

Driffield, N. and Jones, N. (2013). Impact of FDI, ODA and Migrant Remittances on Economic Growth in 

Developing Countries: A Systems Approach. European Journal of Development Research. 25: 173-196. 

Duc, V.M. (2006). Foreign Aid and Economic Growth in the Developing Countries: Journal of Economic 

Perspectives, 1(3), 16–38. 

Easterly, W. (2003). Can Foreign Aid Buy Growth. Journal of Economic Perspectives, 17(3), 23–48. 

Easterly, W., Levine, R. and Roodman, D. (2004) Aid, policies, and growth: Comment. American Economic 

Review 94(3): 774–780. 

Eregha, P.B. (2009). Foreign Aid, Growth and Determinants in Nigeria: An Autoregressive Framework. 

Pakistan Journal of Social Sciences 6(5), 309-312. 

Fasanya, I.O. and Onakoya, A.B. (2012). Does Foreign Aid Accelerate Economic Growth? An Empirical 

Analysis for Nigeria. International Journal of Economics and Financial Issues  2( 4),423-431. 

Feeny, S., McGillivray, M. (2008), Aid allocation to fragile states: absorptive capacity constraints. Journal 

of International Development, 20(7), 1031-1050. 

Griffin, K.B. and Enos, J.L. (2010). Foreign Assistance: Objectives and Consequences. Economic 

Development and Cultural Change. 

Morrissey, S. (2011) Foreign aid, institutions, and governance in Sub-Saharan Africa. Economic 

Development and Cultural Change 52(2);255–285.

Njeru, R  (2003), Does Aid Work?  Oxford.: Clarendon Press, 

Odusanya, D.A(2011). Foreign aid, institutions, and governance in Sub-Saharan Africa, Economic 

Development and Cultural Change, 13, 255-285. 



349 
 

Okon, G. (2012). Foreign aid and long-run economic growth: empirical evidence for a panel of developing 

countries. Journal of International Development, 18, 15-28. 

Papanek, G. F. (1973).Aid, Foreign Private Investment, Savings and Growth in Less Developed Countries. 

Journal of Political Economy, 81 (1), 120-30. 

Ram, P (2003), Aid and Performance: A Reassessment, Journal of Development Studies, 37, 66-92.  

Ridell, R. (2007). “The End of Foreign Aid to Africa? Concern about Donor Policies.” African Affairs, 

98(392), 309-335. 

Tray, S. (2010). Aid Dependence and the Quality of overnice: A Cross-Country Empirical Analysis. World 

Bank Policy Research Paper. 

Whitaker, T (2006). Aid effectiveness disputed. Journal of International Development. 12, 375–398. 

Yohannes, M.., D.Hudson,, M. & Honnell, A (2011).Evaluating the impact of foreign aid on economic 

growth. Journal of Economics, 1(2),10-43  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   


