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Abstract 

Despite increases in foreign aid inflow to Haiti, the country remains one of the poorest in the world. Findings regarding 

the benefits of foreign aid have been inconsistent. The purpose of this quantitative, archival study was to examine the 

extent to which total foreign aid explained gross domestic savings, gross domestic investment, and GDP growth rates in 

Haiti from 1975 to 2010 after 3-year, 4-year, and 5-year time lags. Foreign aid was disaggregated into grants and 

concessional loans. Data were drawn from the World Bank, the International Monetary Fund, and the Organization for 

Economic Cooperation and Development from 1970 to 2010. To analyze the extent to which total foreign aid predicted 

gross domestic savings and gross domestic investment, weighted least squares regression analyses were conducted, with 

per capita income, interest rates, and inflation rates as covariates. To examine the degree to which total foreign aid 

predicted GDP growth rates, multiple linear regression analyses were conducted, with consumption, government 

spending, gross domestic investment, and net trade balance as covariates. Foreign aid did not predict gross domestic 

savings for 3-year time lag, F (5, 30) = 1.32, p =.28; 4-year time lag, F (5, 30) = 1.24, p =.32, or 5-year time lag, F(5,30) 

= 1.30, p =.15. Foreign aid did not predict gross domestic investment for 3-year time lag, F(5, 30) = 1.49, p =.22; 

4-year time lag, F(5,30)= 1.73, p =.16, or 5-year time lag, F(5, 30) = 2.29, p =.07. Foreign aid did not predict GDP 

growth rates for 3-year time lag, F(6, 29), p =.44; 4-year time lag, F(6, 29) = 1.11, p =.38, or 5-year time lag F(6, 29) = 

0.83, p =.56. Findings showed that foreign aid inflows to Haiti have not predicted improved economic development. 

Future research should focus on determining the relationship between foreign aid and government investment in 

infrastructure, education, health, and social projects. The discussion should shift from whether foreign aid flows to 

developing countries are effective to how to make the allocation of foreign aid inflows more effective. The result would 

be improved use of the inflow of foreign aid and improved economic and social progress in developing nations.  

Keywords: foreign aid, economic growth, savings, investment, aid effectiveness, developing countries, economic 

policy. 

1. Introduction and Context 

1.1 Introduction 

Foreign aid has become a reliable means of promoting development, relieving suffering, and alleviating poverty in 

developing and underdeveloped nations (Prokopijevic, 2006). Of all such countries, the Republic of Haiti has received 

more support from the international community than any other country (Seintenfus, 2010). Haiti relies on foreign aid to 

balance its operating budget, to finance its development projects, and to compensate for its low investment level due to 

poor savings rates (Bazin, 2008; Buss & Gardner, 2008). Since 2000, Haiti has received more than $4 billion dollars in 

direct aid.  

Nevertheless, foreign aid to Haiti has failed to improve the standard of living within that country (Buss & Gardner, 

2008). Since 1975, more precisely over the last three decades, development has been minimal and economic growth has 

remained stagnant. Haiti has continued to have the lowest per capita income, remaining one of the poorest nations in the 

world (Buss & Gardner, 2008). Haiti has also continued to have the highest child mortality rate, the highest illiteracy 
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rate, and the lowest life expectancy rate in the region (Diego, 2010; McNulty, 2011). To understand the failure of 

foreign aid to foster economic growth and to reduce the poverty level, we must examine the relationship between total 

foreign aid and gross domestic savings, gross domestic investment, and gross domestic product (GDP) growth rates in 

Haiti.  

1.2 Background 

The objective of foreign aid is to promote economic development and welfare in recipient countries by providing debt 

relief, increasing domestic savings, stimulating growth, and reducing poverty levels (Bellone, 2008; Daalgard & 

Erickson, 2009; Doucouliagos & Paldam, 2008; Organization for Economic Co-operation and Development [OECD], 

2007). Developing and underdeveloped countries do not have sufficient funds to investment in both capital goods and 

social and human development projects. Because these countries also have minimal access to international financial 

markets, they rely heavily on foreign aid as their main source of foreign capital (Chervin & Wijnbergen, 2010; 

Dhasmana, 2010; Radelet, 2006). Thus, foreign aid has become a significant source of income for developing countries. 

After World War II, foreign aid to such nations increased substantially. Wealthy nations have transferred more than US 

$1 trillion to Africa since 1960 (Ekanayake & Chatrna, 2010; Moyo, 2009). The average amount of foreign aid to Latin 

American countries ranged from US $8 billion per year in the first half of the 1980s to $24 billion in 1990 to $41 billion 

in 1991 (Hachicha, 2003). Between 2001 and 2004, the total amount of foreign aid for developing and underdeveloped 

countries rose to an estimated $78.6 billion (Erixon, 2005). From 1998 to 2007, foreign aid to Haiti amounted to $3.5 

billion, with an addition $5 billion in remittances.  

1.3 Objectives of the Study 

The main goal of increased foreign aid to Haiti has been to reduce the poverty level of the most vulnerable sectors of 

the Haitian population by increasing the country’s economic growth rates and productive capacity through jobs creation, 

consumption level, and improved human and social services (Bazin, 2008; Buss & Gardner, 2008). Poverty in Haiti is 

the highest in the region and is comparable to rates in the poorest African countries (Sletten & Egset, 2004). Over 80% 

of the Haitian population lives below the poverty level, living on less that US $2 per day. Of this group, 49% live in 

absolute poverty (Verner, 2008), living on less than US $1 per day (Maxell, 1999). 

Haiti has received more than $4 billion dollars in direct aid since 2000; yet no visible economic growth has occurred, 

and living conditions for most Haitians have continued to deteriorate. The country has remained one of the most 

underdeveloped nations in the Western hemisphere, with the lowest per capita income, the highest child mortality rate, 

the highest illiteracy rate, and the lowest life expectancy rate in the region (Diego, 2010; McNulty, 2011). 

Domestic savings, the backbone of investment, is a determining factor of economic growth. Nearly all nations gear their 

policies to achieving sustainable economic growth yearly. In general, higher domestic savings and domestic investment 

rates are predictors of higher GDP growth. However, the contribution of foreign aid to economic growth through gross 

domestic savings and gross domestic investment is complex, usually occurring over a long period of time. In most 

empirical studies of the effects of foreign aid on the savings, investment, and economic growth of developing countries, 

researchers have not accounted for the time involved, focusing instead on the short-term effects of foreign aid on 

recipient countries (Clemens, Radelet, & Bhavnani, 2004). To understand the long-term effects of foreign aid, we must 

consider the lag time, the interval between receipt of the foreign aid and its results. 

2. Methodology of Study 

The present study was a nonexperimental, archival, correlational study conducted to examine the effects of foreign aid 

on the Haitian economy between 1975 and 2010 in terms of gross domestic savings, gross domestic investment, and 

GDP growth rates. The predictor variable was the total foreign aid received, disaggregated into grants and concessional 

loans. The outcome variables were the amounts of gross domestic savings, gross domestic investment, and GDP growth 

rates. Per capita income, interest rates, and inflation rates were the covariates used to evaluate gross domestic savings 

and gross domestic investment. Consumption, gross domestic investment, government spending, and net trade balance 

were the covariates used to evaluate GDP growth rates.  

2.1 Data Collection 

The OECD (2011) database was the source of all data for total foreign aid. Data for GDP growth rates, consumption, 

gross domestic savings, gross domestic investment, total exports, total imports, interest rates, and inflation rates were 

drawn from the editions of the International Financial Statistics Yearbook (IFSY, 1989; 2011) published by the 

International Monetary Fund, and the World Bank Database. All data were in the public domain. Because the effects of 

foreign aid on economic growth occur over time (Bordo & Meissner, 2009; Miniou & Reddy, 2009), lag times of 3, 4, 

and 5 years were employed in this study. 

2.2 Data Analysis 
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Data analyses consisted of examining of statistical records for foreign aid, grants, and concessional loans from 1970 to 

2010 and for all other variables from 1975 to 2010, one for each baseline year. Each set of outcome variables 

(dependent variables) was examined for foreign aid, grants, and loans for lag times of 3 years, 4 years, and 5 years. For 

example, for the baseline year 1975, analyses involved data from 1972 (3-year lag), 1971 (4-year lag), and 1970 (5-year 

lag).  

Multiple linear regression analyses were conducted using SPSS (version 19) statistical software. A 95% confidence 

level was used for all research questions. Residual plots using OLS regression analysis were created to test for 

nonlinearity in the data. Distribution of data, frequency histograms, and P-P plots of regression residuals standardized 

residuals were used to test for normality, linearity, and equality of variances. Because the distributions of all the data 

were normal, parametric statistics were used to analyze data with unequal variances.  

To determine the relationship of foreign aid to gross domestic savings and gross domestic investment after correcting 

for covariates, weighted least squares analyses were performed to correct for unequal variances. To determine the 

relationship of foreign aid to GDP growth rates after correcting for covariates, ordinary least squares regression 

analyses were performed. 

An a priori power analysis was conducted to determine the minimum sample size for conducting a multiple regression 

analysis with five and six predictors. Using a large effect size (ρ² = .35) for a two-tailed test, a desired power of .80, and 

an assumed alpha probability of .05 with five predictor variables, a minimum sample size of 63 records was required. 

For six predictors, a minimum sample of 67 records was required, using G*Power 3.1.4 (Buchner, Erdfelder, Faul, & 

Lang, 2007). 

3. Analysis and Interpretations of Findings 

3.1 Descriptive Statistics  

Table 1 shows the distributions of the variables used for this study. Data drawn from the IMF and World Bank databases 

have been reported in Haitian gourdes. Data for total foreign aid, grants, and concessional loans were extracted in U.S. 

dollars and then converted into Haitian gourdes using the annual average exchange rates between the U.S. dollar and 

Haitian gourdes. Exchange rates data were derived from the IFSYs, published by the IMF. An examination of the 

intercorrelations of all predictor variables revealed no evidence of multicollinearity, defined as an intercorrelation 

exceeding .90 (Tabachnick & Fidell, 2007).  

Grant money increased in Haiti between 1970 and 2007. Concessional loan money did not show a similar increase, 

although the pattern included both positive and negative spikes. Figure 1 and Figure 2 show the changes in grant money 

and concessional loan money, respectively, over the study period. 

Table 1. Descriptive Statistics of Variables 

Variable Unit Range M (SD) 

Grants, 3-yr. lag  HGa (millions)  [26.92, 13,554.56] 2,951.98 (3,945.50) 

Grants, 4-yr. lag  HGa (millions) [23.29, 13,554.56] 2,909.49 (3969.17) 

Grants, 5-yr. lag HGa (millions) [21.20, 12,263.43] 2,553.56 (3,551.00) 

Concessional loans, 3-yr. lag HGa (millions) [-925.52, 1,996.20] 51.35 (393.76) 

Concessional loans, 4-yr. lag HGa (millions) [-925.52, 1,996.20] 39.45 (388.47) 

Concessional loans, 5-yr. lag HGa (millions) [-925.52, 1,996.20] 36.70 (388.36) 

Gross domestic savings HGa (millions) [5.80, 75.38] 27.07 (16.58) 

Gross domestic investment HGa (millions) [10.61, 85.97] 29.38 (17.73) 

GDPb growth rate Percentage [-50.73, 232.15] 18.02 (41.17) 

Interest rates Percentage [0.16, 16.70] 5.11 (4.57) 

Inflation rates Percentage [3.28, 42.56] 14.33 (8.29) 

Consumption HGa (millions) [3,149.00, 320,973.00] 65,778.98 (86,882.76) 

Government spending HGa (millions) [517.50, 320,973.00] 38,606.16 (88,054.43) 

Per capita income HGa [744.10, 26,862.74] 7,327.02 (8,307.96) 

Net trade balance HGa (millions) [-72,472.70, 75,870.60] 5,801.35 (28,232.70) 
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N = 36. 
a
HG = Haitian gourdes; 

b
GDP = gross domestic product.

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Grants to Haiti, 1965 to 2010. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2. Concessional loans to Haiti, 1975 to 2010. 

3.2 Analysis and Interpretation of Results  

3.2.1 Multiple Regressions: Foreign Aid and Gross Domestic Savings 

To determine the effect of foreign aid on gross domestic savings, multiple regressions, residual plots, frequency 

histograms, and P-P plots of regression residuals standardized residuals were conducted. Table 2 shows the 

intercorrelations of all predictor variables for each lag period. All were below the multicollinearity threshold of .90. 

Thus, no intercorrelations existed between any of the predictor variables.  
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Analysis showed the distributions to be normal and linear, but the variances were unequal. Therefore, weighted least 

square regression analyses were performed to correct for this irregularity (Neter, Michael, William, & Christopher, 1996) 

and to examine the relationship between foreign aid (disaggregated as grants and concessional loans) and gross 

domestic savings after accounting for per capita income, interest rates, and inflation rates for each lag period.  

Table 2. Intercorrelations of Grants, Concessional Loans, Per Capita Income, Interest Rates, and Inflation Rates 

Measure Grants Concessional loans Per capita income Interest rates 

  3-year lag    

Concessional loans -.72*** --   

Per capita income .71*** .07 --  

Interest rates .38*     .11 .22 -- 

Inflation rates -.03       -.27 -.08 .41* 

  4-year lag    

Concessional loans -.72*** —   

Per capita income .78*** .00 —  

Interest rates .26       -.06 .22 — 

Inflation rates -.20       -.26 -.08 .41* 

  5-year lag    

Concessional loans -.72    —   

Per capita income .72*** .02 —  

Interest rates .28       .22 .22 — 

Inflation rates -.19       .19 -.08 .41* 

N = 36 for each lag-time period 

*p < .05 

***p < .001 

Table 3 shows the results for gross domestic savings. For the 3-year period, adjusted R
2
 = .04, F (5, 35) = 1.32, p = .28. 

For the 4-year period, adjusted R
2
 = .03, F (5, 30) = 1.24, p = .32. For the 5-year period, adjusted R

2
 = .10, 

F(5, 30) = 1.78, p = .15. Therefore, the overall relationship between foreign aid and gross domestic savings was not 

significant for any of the three lag periods. However, interest rate was a significant predictor of the outcomes for the 

4-year lag-time period, p = .04, and for the 5-year lag-time period, p = .01.  

Table 3. Predictors of Gross Domestic Savings 

Variable βa B (SE) P 

 3-year lag   

Constant — 39.44 (6.47) < .001 

Per capita income -.26 0.00 (0.00) .27 

Interest rate -.42 -0.71 (0.39) .08 

Inflation rate -.12 -0.14 (0.24) .57 

Grants (3-yr. lag) -.11 0.00 (0.00) .61 

Concessional loans (3-yr. lag) .09 0.00 (0.00) .64 

Adjusted R2 .04, F(5,30) = 1.32  .28 

 4-year lag    

Constant — 36.25 (6.86) < .001 

Per capita income -.22 .00 (.00) .32 

Interest rate -.47 -.92 (.43) .04 

Inflation rate .03 .04 (.33) .91 

Grants (3-yr. lag) .09 .00 (.00) .74 

Concessional loans (3-yr. lag) -.01 .00 (.00) .94 

Adjusted R2 .03, f(5, 30) = 1.24  .32 

 5-year lag    

Constant — 39.91 (6.56) < .001 

Per capita income -.26 0.00 (0.00) .19 

Interest rate -.58 -1.19 (0.46) .01 

Inflation rate -.01 -0.01 (0.30) .97 

Grants (3-yr. lag) .07 -.00 (0.00) .74 

Concessional loans (3-yr. lag) .30 0.00 (0.00) .13 

Adjusted R2 .10, F(5, 30) = 1.78   
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N = 36 

a
Standardized coefficients  

3.2.2 Multiple Regressions: Foreign Aid and Gross Domestic Investment 

In terms of the relationship between foreign aid and gross domestic investment for 3-, 4-, and 5-year lag periods, the 

predictor variables were identical to those for gross domestic savings (see Table 2). Thus, the intercorrelations of all 

predictor variables were below the multicollinearity threshold of .90. Multiple regression analyses, frequency 

histograms, and P-P plots of the regression residuals standardized residuals revealed distributions were normal and 

linear but variances were unequal. Therefore, weighted least square regression analyses were used to correct for this 

irregularity (Neter et al., 1996) and to examine the relationship between foreign aid (disaggregated as grants and 

concessional loans) and gross domestic investment after accounting for per capita income, interest rates, and inflation 

rates.  

Table 4 shows the results for gross domestic investment. For the 3-year lag, adjusted R
2
 = .07, F(5, 30) = 1.49, p = .22. 

For the 4-year lag, adjusted R
2
 = .09, F(5, 30) = 1.73, p = .16. For the 5-year lag, adjusted R

2
 = .16, F(5, 30) = 2.29, 

p = .07. Therefore, the overall relationship between foreign aid and gross domestic investment was not significant. 

However, interest rate was a predictor of the outcomes for the 3-year (p = .04), 4-year (p = .04), and 5-year (p = .02) lag 

periods. In addition, per capita income was a predictor of the outcome (p = .01) for the 5-year lag period.  

Table 4. Predictors of Gross Domestic Investment 

Variable βa B (SE) P 

 3-year lag    

Constant — 39.91 (6.47) < .001 

Per capita income -.39 0.00 (0.00) .10 

Interest rate -.48 -0.89 (0.42) .04 

Inflation rate .07 0.09 (0.26) .73 

Grants (5-yr. lag) -.08 0.00 (0.00) .71 

Concessional loans (5-yr. lag) .14 0.00 (0.00) .48 

Adjusted R2 .07, F(5, 30) = 1.49  .22 

 4-year lag    

Constant — 41.05 (7.29) < .001 

Per capita income -.42 0.00 (0.00) .06 

Interest rate -.51 -.088 (0.40) .04 

Inflation rate .09 0.10 (0.32) .75 

Grants (5-yr. lag) -.16 0.00 (0.00) .55 

Concessional loans (5-yr. lag) -.06 -.00 (0.00) .76 

Adjusted R2 .09, f(5, 30) = 1.73  .16 

 5-year lag    

Constant — 44.16 (7.09) < .001 

Per capita income -.58 -0.00 (0.00) .01 

Interest rate -.63 -1.14 (0.44)* .02 

Inflation rate .10 0.12 (0.29) .68 

Grants (5-yr. lag) -.01 0.00 (0.00) .98 

Concessional loans (5-yr. lag) .33 0.01 (0.00) .10 

Adjusted R2 .16, F(5, 30) = 2.29  .07 

N = 36 

a
Standardized coefficients 

3.2.3 Multiple Regressions: Foreign Aid and GDP Growth Rates 

Table 5 shows the intercorrelations of all predictor variables for foreign aid and GDP growth rates in Haiti from 1970 to 

2010. All were below the multicollinearity threshold of .90. Therefore, no intercorrelations existed among the study 

predictor variables and covariates.  
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Table 5. Intercorrelations of Grants, Concessional Loans, Gross Domestic Investment, Government Spending and Net 

Trade Balance 

Measure Grants Concessional loans Consumption GDIa Government spending 

  3-year lag     

Concessional loans -.72*** —    

Consumption .65*** .09 —   

GDIa -.10 .07 -.10 —  

Government spending .55** .06 .91*** -.08 — 

Net trade balance .07 -.16 -.48** .03 -.53** 

  4-year lag     

Concessional loans -.72*** —    

Consumption .78*** .00 —   

GDIa -.09 .03 -.10 —  

Government spending .69*** -.04 .91*** -.08 — 

Net trade balance -.46** -.02 -.48** .03 -.53** 

  5-year lag     

Concessional loans -.72*** —    

Consumption .72*** .02 —   

GDIa -.06 .05 -.10 —  

Government spending .59*** -.07 .91*** -.08 — 

Net trade balance -.46** .06 -.48** .03 -.53** 

N = 36. 

a
GDI = gross domestic investment 

**p < .01; ***p < .001 

Visual analysis of the data showed the presence of an outlier. The value of GDP growth rates for 1994 was more than 20 

times the median value of 11.26 and more than 4 times the value of the next highest number. The outlier was therefore 

reduced to 56.67, or one unit higher than the highest value (55.67) for the variable in the database (Tabachnick & Fidell, 

2007). This transformed value was used in the data analyses for all three outcome variables.  

The same statistical tests were also applied. The distribution of scores was normal and linear; variances were equal. 

Table 6 shows the results for GDP growth. For the 3-year lag period, adjusted R
2
 = .00, F(6, 29) = 1.00, p = .44. For the 

4-year period, adjusted R
2
 = .02, F (6, 29) = 1.11, p = .38. For the 5-year period, adjusted R

2
 = -.03, F (6, 30) = 0.83, 

p = .56. Therefore, no significant relationships existed between foreign aid and growth in GDP for any of the three 

lag-time periods. 

Table 6. Predictors of Gross Domestic Product Growth Rates 

Variable βa B (SE) P 

 3-year lag    

Constant — 21.41 (7.69) .009 

Consumption .35 0.00 (0.00 .48 

Gross domestic investment -.29 -0.33 (0.19) .10 

Government spending -.43 0.00 (0.00) .33 

Net trade balance .03 0.00 (0.00) .89 

Grants (3-yr. lag) .02 0.00 (0.00) .94 

Concessional loans (3-yr. lag) -.20 -0.00 (0.00) .26 

Adjusted R2 .00, F(6, 29) = 1.00  .44 

 4-year lag   

Constant — 22.08 (7.55) .007 

Consumption .50 0.00 (0.00) .41 

Gross domestic investment -.30 -0.34 (0.19) .08 

Government spending -.49 0.00 (0.00) .27 

Net trade balance .02 0.00 (0.00) .92 

Grants (3-yr. lag) -.12 -0.00 (0.00) .72 

Concessional loans (3-yr. lag) -.24 -0.01 (0.01) .17 

Adjusted R2 .02, F(6, 29) = 1.11  .38 

 5-year lag   

Constant — 22.04 (7.74) .008 

Consumption .55 0.00 (0.00) .39 
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Gross domestic investment -.31 -.035 (0.20) .08 

Government spending -.49 0.00 (0.00) .31 

Net trade balance -.03 0.00 (0.00) .88 

Grants (3-yr. lag) -.18 -0.00 (0.00) .56 

Concessional loans (3-yr. lag) .06 0.00 (0.01) .77 

Adjusted R2 -.03, F(6, 29) = 0.83   

N = 36 

a
Standardized coefficients

 

4. Discussions of Findings, Recommendations, and Conclusions 

With the enactment of the United Nations Millennium Development Goals, endorsed by 189 members in September 

2000, foreign development assistance to developing countries to eradicate extreme poverty and hunger increased during 

the first decade of the 21st century (Dalgaard & Erickson, 2008). The aim of the Millennium Development Goals was to 

reduce global poverty by half by 2015 (Moyo, 2009). Foreign aid proponents argued that, to achieve those goals, more 

foreign aid should go to the least developed countries to raise their standards of living through job creation and 

increased per-capita income (Mallik, 2008; Riddell, 2008). Advocates of increasing aid also maintained that wealthier 

countries had not offered enough assistance to poor countries previously (Moyo, 2009). 

According to the two-gap model, developing countries need physical capital to invest in development projects and may 

use foreign aid to compensate for any lack of physical capital (Tarp, 2006). Because of the causal connection between 

foreign aid, savings, investment, and growth, foreign aid can affect GDP growth rates by easing the saving and 

investment gaps in developing countries. However, the results from the present study showed that no significant 

relationship exists between foreign aid and gross domestic savings, gross domestic investment, or GDP growth in Haiti; 

even though the data analyses indicated some variables were predictive of some of the outcome variables: 

1. Interest rate was a predictor of gross domestic savings for both the 4-year lag (p = .04) and the 5-year lag 

(p = .01) periods. 

2. Interest rate was a predictor of gross domestic investment for the 3-year (p = .04), 4-year (p = .04), and 

5-year (p = .02) lag periods.  

3. Per capita income was a predictor of gross domestic investment for the 5-year lag period (p = .01).  

Neither grants nor concessional loans were predictors of the outcome variables for any of the three lag-time periods 

studied.  

These research findings are consistent with some of the prior research showing foreign aid has no effect on the savings, 

investment, or growth of recipient countries (Doucouliago & Paldam, 2006; Mosley, 1987; Rajan & Subramanian, 

2008). Radelet (2006) even argued that foreign aid is detrimental to domestic savings in recipient nations because it 

results in disincentives to save. However, the literature on the effectiveness of foreign aid in promoting economic 

development by improving savings, investment, and growth in recipient nations has been inconsistent. For example, a 

study of the 39 developing countries with the highest inflow of foreign aid between 1985 and 1999 showed foreign aid 

was negatively related to investment in the recipient nations (Herzer & Grimm, 2011). A co-integration analysis 

designed to evaluate the effects of foreign aid on GDP growth rates in the six poorest African countries from 1960 to 

1990 showed a positive correlation between foreign aid as a percentage of GDP and real GDP investment in the long 

run (Mallik, 2008).  

The findings from the present study also suggest that increased foreign aid to Haiti may not be a catalyst for reducing 

poverty. The main purpose of channeling grants and concessional loans to Haiti has been to offset the lack of capital for 

investment so that development projects would succeed (Bazin, 2006; Buss & Gardner, 2006). However, foreign aid to 

Haiti has failed to achieve its purpose of improving the standard of living of the Haitian population (Buss & Gardner, 

2008). Furthermore, this study shows that the failure of foreign aid to increase GDP growth rates in Haiti cannot be 

attributed simply to insufficient lag time after the influx of foreign aid.  

Haiti wastes much of the foreign aid it receives on consumable goods instead of on the promotion of sustainable 

economic growth and social development. The data suggest that increased foreign aid has been more destructive to the 

Haitian economy than facilitative in generating productive activities. Since 1975, foreign aid, particularly in the form of 

grants, has been a contributing factor to negative savings and disinvestment. It has also resulted in reckless government 

policies and a reliance on foreign aid for Haiti’s annual and operating budgets rather than for the formulation and 

implementation of policies to raise national tax revenue. The findings of this study show that increasing foreign aid to 

Haiti has been ineffective; there has been no real impact of foreign inflows on saving, investment, and economic growth 

in Haiti over the period of investigation. Thus, one can conclude that the allocation of foreign to well-formulated and 

planned development projects coupled with concrete improvements in the management of the funds are needed to see 
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an impact from foreign funds on this country’s economic performance. We must not, however, interpret the findings of 

this study to mean that we can withdraw foreign aid from Haiti without serious consequences. Such withdrawal will 

result in disrupting the implementation of any development projects that do exist, thus, increasing instability. Haiti 

finances 60% to 70% of its national budget through foreign aid in the form of budgetary support (Bazin, 2006). Without 

foreign aid, the Haitian government will not meet its operating expenses (Buss & Gardner, 2006). Public employees will 

not receive their allocations on time, if at all; and public assistance to the most economically needy people will end. 

Haiti will be at risk for street riots and increased violent crime (Seintenfus, 2010).  

Instead, one must view these results as a challenge to longstanding theories regarding the relationship between foreign 

aid and economic growth through savings and investment in recipient nations. According to both the Harrod-Domar 

growth model (Bista, 2006) and the gap growth theory (Agrawal & Sahoo, 2009), the infusion of foreign aid into 

developing countries facilitates their economic growth. However, in the present study, despite increases in foreign aid 

grants to Haiti, no such effect occurred between 1975 and 2010.  

To reduce poverty, Haiti must experience economic growth. More investment in development programs such as in 

education, health, agriculture, and social services must occur that will result in higher growth rates and equitable 

income distribution. Such investment does not necessarily mean more foreign aid. Rather, it means employing better 

strategies to channel existing foreign aid money into sustainable development projects. Better strategies should result in 

increased economic growth rates in Haiti not only in the short term but also in the medium and long terms.  

Therefore, new ways to allocate foreign aid are needed, along with new methodologies to assess the contributions of 

foreign aid to the economic development of recipient nations, including investigating the relationship between foreign 

aid and government investment in development programs in recipient nations. We must also look to reforming foreign 

aid, shifting the discussion from the issue of whether foreign aid to developing countries is effective to the issue of how 

to make foreign aid more efficient. For the effectiveness of foreign development assistance depends on the efficient 

allocation of the aid money. 
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