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Foreign Aid: Do Institutions Matter?

Despite the broad literature dealing with foreign aid, there is no unified point of view on this issue. Some economists have argued that increasing the amount of foreign aid is necessary, while others claim that the problems inherent in the current system should be solved first. In this paper the subject of foreign aid will be analysed from an institutional point of view. After reviewing the literature I will investigate - using empirical methods - the effects of foreign aid on institutions of private property, which are one of the essential keys to economic growth. The results might seem surprising at first glance, but they fit into the recent literature on this issue. It suggests that foreign aid cannot achieve its original goal, which is to help developing countries.



