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Alid at Different Levels

This project uses spatial analytical skills to investigate aid
effectiveness and aid spillovers at the sub-national level in sub-

Table 1: Data Sources for the Main Vanables

The exclusion restriction iIs that current weather conditions should not
affect any lagged aid flows.

In(1 + aid;_;) =In(1 +aid,_,) — c* growth,,

This adjusted aid series Is assumed to be exogenous to growth,  and
Is used as instruments for In(1 + aid,_1) in equation (1).

Baseline Conclusions:

Aid targeted at the local level tends to promote local economic
growth, while aid received at more aggregate levels depresses
local economic activities.

One possibility is that more specifically targeted aid tends to be
less fungible compared to “general” aid, while aid generally
given to a more aggregated level is more likely to be
misappropriated for other purposes, thus creating rent-seeking
opportunities to cause corruption and hurt institutional
environment.
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African economy Is heavily based on agriculture and these weather Aid at the local level promotes total economic flourish
conditions are assumed to affect agricultural output contemporaneously. and slows down population growth, while aid at more Note:

aggregate levels depresses total economic activities
but stimulates population growth. Aid directly
received at all levels exhibits diminishing returns,
which iIs consistent with the theory that aid directly
stimulates investment and adds capital accumulation.
While aid spillovers show weak increasing returns,
which suggests the spillover effects partly function
through technology and knowledge dissemination. As
to the conditional aid effectiveness, no systematic
story is found that aid is effective conditional on
policy or institutions, probably due to data limitations
that local policy and institutions data are unavailable
In Sub-Saharan Africa.

This project is based on my job market paper “Target at the
Right Level: Aid, Spillovers and Growth in Sub-Saharan
Africa”. Further information is available upon request.
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