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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, as well as measuring and analyzing the impact of foreign
aid on the economic performance of selected countries, according to the standard
quantitative method. The main hypothesis stipulates 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 the increase
in the volume of this aid will lead to improving living conditions and developing
economic structures, which contributes to stimulating investments and reducing
unemployment rates. Therefore, this positive impact enhances development and
growth efforts, which enhances the rates of economic performance in these
countries. The Eviews12 software package was used to test the relationship
between foreign aid as an explanatory variable and other variables (inflation rate,
government spending, tax revenues, budget deficit) and 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 found that
foreign aid has a negative and significant impact in the short and long term on the
budget deficit in the sample countries except for Tunisia, where the impact was
insignificant between foreign aid and budget deficit, while the impact of foreign
aid on inflation rates varied between negative and positive impact except for
Tunisia, where foreign aid did not have any impact on inflation rates. Monetary
policy should target inflation to serve economic growth, which in turn works to
control the general budget deficit. Monetary policy should target inflation to serve
economic growth, which in turn works to control the general budget deficit.
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