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Abstract - In spite of the best of intentions, trillions of dollars in Western overseas aid have failed to pull Africa out of 
poverty—much less put the continent on a development trajectory similar to the one several Asian and Latin American 
nations have successfully followed for decades. This paper examines the current issues that distract the impact of 
development assistance in the recipient countries. Previous studies on aid conclude that aid should come to a halt and 
therefore, we explore current aid administration models and then propose new conversion models which may turn 
development assistance to pure investment. After highlighting current key impediments to aid effectiveness, we bring to 
light, and propose new conversion framework. Through the descriptive analysis of current trends by major donors, we come 
up with the propositions about this phenomenon hence putting forth the argument that investment can replace the role of aid 
and open a leeway for development researchers to make scientific models of operation. 
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I. INTRODUCTION 
 
For decades now, Development assistance has been 
ineffective to all its recipients hence calling for or 
proposing investment as plan B. Official 
Development assistance (ODA) plays an essential 
role as a complement to other sources of financing for 
development, especially in those countries with the 
least capacity to attract private direct investment. We 
recognize that a substantial increase in ODA and 
other resources will be required if developing 
countries are to achieve the internationally agreed 
development goals and objectives, including those 
contained in the Millennium Declaration”(UNDESA, 
2002). On taking a U-turn from Aid to investment, 
the major goal is to propose bespoke strategies of 
converting current development assistance into 
investment which can help the poorest countries 
escape the dependency trap of aid. We argue that 
investment will help reduce poverty and increase 
economic growth in the developing countries as 
evidenced by Ethiopia and Kenya growth patterns 
(The Economist, 2016). 
 
Africa’s strength is in its human capacity, the labour 
force. The same human resource capacity or labour 
force is large; over 50 per cent young people between 
the ages of 18 and 24 and half of those are 
women.(prb.org, 2013)1.3 billion People live on less 
than $1 per day, which make up half of the world’s 
population, less than $2 per day U.S. average, $90 
day. Donors are inadvertently encouraging 
developing countries to be dependent by giving them 
the fish rather than teaching them how to fish. This is 
a great setback to recipient countries because it drags 

down development in these countries. “We do not 
look to Africa simply for its natural resources, we 
recognize Africa for its greatest resource, which is its 
people, their talents and their potential” (The 
Canadian Press, 2014). 
 
Significant resource constraints has meant increased 
reliance on external sources of funding such as 
foreign direct investment (FDI) and foreign aid (ODA) 
for many Sub-Saharan Africa (SSA) countries. 
Before the 1970s only 10 percent of Africans were 
living in poverty but between 1970 and 1998 when 
foreign aid was at its peak, poverty rate in Africa 
skyrocketed to 70 percent. Since 1970, SSA has 
received over 0.43 trillion and 1.071 trillion USD in 
FDI and ODA respectively. FDI provides countries 
with an important source of funding for development 
purposes and is stated to transfer superior technology 
and management skills, stimulate investment and 
growth, generate efficiency spill-overs, enhance job 
creation and assist in infrastructure development. 
Foreign aid, especially development assistance has 
provided funding for socio-economic development in 
the region, with varied success.  According to 
Kingsley Ighobor (2013), the author asserts that lack 
of employment opportunities can undermine social 
cohesion and political stability. Also, according to 
African Economic Outlook report (2012), the report 
states that there are 200 million people aged between 
the age of 15 and 24 (the youth bracket) and the 
figure is set to double by 2045 harnessing this 
demographic dividend will required more investment 
in the sectors that can create jobs for this youth rather 
than giving “hand-out” which will turn out to be 
unproductive. Although Africa has enjoyed over a 
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decade of sustained economic growth, with per capita 
income for the region as a whole soaring steadily, and 
regional growth exceeds the global average. Yet, 
there are worrying signs that this growth has not 
resulted in strong growth of ‘employment generation’ 
– those providing higher wages and better working 
conditions – particularly for the young Africans. 
 
In order to achieve the set goals, radical policy 
changes must be implemented in order to meet the 
new continental and global sustainable development 
goals: African Agenda 2063, the ‘Africa we want’ 
and the 2030 agenda for Sustainable Development 
Goals (SDGs); they can be achieved by moving from 
aid to investment. Moving from aid to investment 
does not mean aid is completely bad, but aid should 
provide the platform that will help facilitate or act as 
a catalyst to provide needed, comprehensive 
resources and financial Instruments that will assist in 
bolstering the economic expansion of the recipient 
nations. On the other hand, if strict measures are 
taken by the donors or strict governance policies 
implemented it will help to fulfil the ‘purpose’ of 
strengthening independence from aid in the future, 
then Aid can be a better instrument in promoting 
growth in recipient nations. 
 
There are already numerous identical models which 
are being proposed by African Leaders in an effort to 
respond to a damming pandemic facing their 
countries today.African leaders have shown their 
efforts to turn their focus on mitigating the roots of 
the problems.African governments have made some 
efforts to match words with action.Let’s look at the 
following instances:(i) Ghana created national youth 
service and empowerment programmes to equip 
college graduates with requisite skills and help them 
find jobs;(ii) Mauritius developed a plan to encourage 
technical and vocational education for young people; 
(iii) Zambia introduced a national youth policy and 
youth enterprise fund to stimulate job creation; (iii) 
The Nigerian government introduced a skills 
acquisition and enterprise development programme as 
a component of the existing national youth service 
corps; it also introduced a business plan competition, 
dubbed YouWin, which grants winners get start-up 
financing. 
 
The jury is still out as to how much of an impact such 
national initiatives have had on youth unemployment. 
Although these initiatives are good, but there is need 
for stronger job-creation mechanisms. Singing the 
same tune, the World Bank proposes a jobs strategy 
that pays more attention to rural development, invests 
in agriculture, is sensitive to the migration of youth to 
urban areas and prepares them for the contemporary 
labour market. (Ighobor, 2013).These are the 
initiatives which the paper suggests would provide 
the long-term solution for Africa, if structured with 
better policy framework and supported with better 

facilitating financial instruments. When programs that 
target the largest group is contributing to the need of 
Foreign Aid, they are deliberately prioritised in all 
aspects of their operations and use, the ‘learning-to-
execute’ approach which is likely to be highly 
productive and predictable. Virtually cause for 
additional Development Aid or Development 
Finance, which arguably in most cases can be the 
result of the national budgets getting swamped in 
financing social hurdles. The structure of the paper is 
as follows: Chapter 2 examines the published 
information of official development assistance review 
as well as the effectiveness of aid in sub-Saharan 
Africa. Chapter 3 examines what we have already 
spend on aid and shows the mismatch issues. The 
introduction of FDI in sub-Saharan Africa enables us 
to realise the plan B in order to help African countries 
step forward healthier and in a sustainable manner. 
Chapter 4 introduces three instruments concerned 
with the investment in order to know when we want 
to turn aid to investment and some challenge. Chapter 
5 concludes our paper 
 
II. EFFECTIVENESS OF AID IN SUB 
SAHARAN AFRICA: ANALYSIS AT THE 
SECTORIAL LEVEL  
 
2.1 Why the Need for Sectorial Analysis? 
The preceding review of the literature on aid 
effectiveness in Africa makes two important points. 
The first is that empirical evaluations of aid 
effectiveness have focused primarily on the impact of 
aid on national level indicators, such as economic 
growth and its aggregate correlates (such as 
investment and saving). Second, the results of such 
macro-level analyses are mixed: while some studies 
conclude that aid works, others conclude that it does 
not work, while yet others argue that aid works, but 
only under certain conditions. This lack of consensus 
in the aid effectiveness literature, we have argued, is 
the result of conceptual and empirical problems in 
establishing the chain of causality between aid 
interventions and macro-level outcomes. 
Furthermore, the complexity of this chain of causality 
itself, provides an important reason for the failure of 
evaluations of aid effectiveness to achieve consensus. 
As Ndikumana (2012) argues, aid is merely an 
instrument for achieving a final outcome. However, 
whether or not this outcome is attained depends on a 
range of factors, many of which may be unrelated to 
the initial aid intervention. For example, in order for 
aid to education to result in economic growth, not 
only must schools be built, but there must a 
corresponding increase in enrolment, attendance and 
literacy, improvements in learning outcomes, changes 
in household and individual decision making (e.g., 
sending or keeping girls in school), increased 
availability of employment opportunities, and 
increased productivity (Ndikumana, 2012). If any of 
these intermediate outcomes does not materialize, the 
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impact of aid to education on economic growth may 
be compromised. Furthermore, the assumption that 
aid effectiveness can be measured by the impact of 
aid on economic growth is difficult to justify on 
theoretical grounds. Donors and recipients negotiate 
aid allocation for specific purposes, programs and 
projects, many of which are unrelated to achieving 
economic growth, or only tangentially so. Moreover, 
donors differ in their preferences and practices 
regarding sectoral allocation of aid, which has 
implications for the impact of aid on development 
outcomes (Dreher et al., 2007). As Dreher et al. 
(2008) point out, studies that use aggregate aid, 
overlook the fact that different types of aid 
interventions are unlikely to have the same economic 
effects in all countries. The foregoing discussion 
suggests that analyses of the effectiveness of aid 
would be more informative if they focused on a 
narrower set of outcomes. In other words, instead of 
focusing on remote national level indicators, it would 
be better to evaluate the impact of aid interventions 
on more immediate goals, where the causal chains are 
more obvious and there are fewer confounding 
factors. For example, the impact of an increase in aid 
to education should focus on intermediate goals such 
as access to education, enrolment, attendance, 
completion rates and literacy, rather than on 
economic growth. Such an analysis requires 
disaggregating total aid by sector to focus on aid 
going to specific sectors of the economy, and to 
assess the effectiveness of sectoral aid interventions 
against sector-specific objectives. Although this was 
not possible in the past, greater disaggregation of aid 
data at the project level in aid reporting by donors has 
motivated sector-focused studies in the aid 
effectiveness literature – although, in comparison to 
the aid-growth literature, this work is still in its 
infancy. The majority of this new generation of 
sectoral studies has used data from developing 
countries as a whole, to explore the effects of aid 
targeted to particular sectors such as education, 
infrastructure, and agriculture, on outcomes in these 
sectors. 
 
(i)Aid to Education and Education Outcomes  
The literature on the impact of aid to education on 
educational outcomes is scant, and to the best of our 
knowledge, there does not appear to be any work on 
sub-Saharan Africa. In comparison with the literature 
on aid and health outcomes, these studies find 
evidence of a positive impact of aid on education 
outcomes, although they differ with regard to the 
economic importance and magnitude of these effects. 
Michaelowa (2004) and Michaelowa and Weber 
(2006) find evidence of a positive effect of total aid 
commitments to the education sector on primary 
school enrolment and completion. Their results 
suggest that, on average, a one percent increase in 
education aid (relative to the recipient country’s 
GDP) increases primary school completion rates by 

1.6 percentage points per year – an effect which they 
argue is too small to have significant economic 
importance. Michaelowa and Weber (2008) 
differentiate between aid to primary, secondary and 
tertiary education, and find a positive effect of aid at 
all three levels. Again, however, the effect is low, 
with a one percent increase in education aid (as a 
share of GDP) improving completion rates by at most 
2.5 percentage points. Their findings also suggest that 
the effectiveness of education aid depends on the 
political and institutional context in the recipient 
country, with aid to education having a negative 
effect on educational outcomes in countries with very 
low levels of political freedom. Other studies are 
more optimistic in their findings. Using data from 
100 developing countries between 1970 and 2004, 
Dreher et al. (2008), find that a one percent increase 
in aid to education (as a share of the recipient 
country’s GDP) increases primary enrolment by 2.5-5 
percentage points. In a subsequent paper in which 
they use education aid per capita as an explanatory 
variable, Dreher et al. (2008) show that a one dollar 
increases in education aid per capita can increase 
primary school enrolment by 0.3 percent, suggesting 
that if donors were to double education aid from 
current levels, enrolment would increase by 1.5 
percent. Their results are corroborated by Gyimah-
Brempong and Asiedu (2008), who find that aid to 
primary education has a positive effect on primary 
school completion rates – although the effect is 
smaller in sub-Saharan Africa than in other parts of 
the developing world. In contrast to Dreher et al. 
(2008), who find no evidence that institutional quality 
matters for educational outcomes or aid effectiveness, 
Gyimah-Brempong and Asiedu (2008) find that 
policy environment does matter for the effectiveness 
of aid to education. 
 
(ii)Aid and Social Infrastructure  
The literature on the effectiveness of aid targeted to 
social infrastructure in developing countries is just as 
sparse as that on aid to health and education. Here 
too, the results are conflicting. Using data on the 
share of total aid going to the water and sanitation 
sector in 110 developing countries in the year 2000, 
Wolf (2007) finds no impact of aid on access to 
improved sanitation, and a negative impact on access 
to improved water sources two years later. Bain et al. 
(2013) also fail to find any significant effect of aid 
disbursements to water and sanitation on improved 
access to these services in a sample of 114 countries 
over the period 2000-2010. In contrast, Botting et al. 
(2010) and Wayland (2013) find that increased aid to 
the water and sanitation sector is associated with 
increased access to improved water sources in 
developing countries. Wayland (2013) also finds that 
aid to water and sanitation helps to improve health 
outcomes in a large sample of low, upper-middle and 
lower middle-income countries, over a 50-year period 
from 1960 to 2009. Specifically, he finds that aid to 
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these sectors is associated with a reduction in infant 
and child mortality rates and an increase in life 
expectancy. Interestingly, aid appears to be less 
effective in achieving these outcomes in low-income 
countries, and more effective in autocratic countries. 
This is in direct contrast with Wilson (2011), who 
finds no impact of aid to the water and sanitation 
sector on health outcomes. The evidence for sub-
Saharan Africa is encouraging, if limited. Using 
household and community level data for Malawi, 
Wayland (2013) finds that households living in areas 
that received higher levels of aid were more likely to 
report using improved sources of water and improved 
sanitation facilities. Ndikumana and Pickbourn 
(2016) also find evidence that aid to water and 
sanitation in a broader sample of sub-Saharan African 
countries increases rural access to sources of clean 
drinking water and improved sanitation facilities, and 
that aid reduces ruralurban disparities in access to 
these facilities. 
 
(iii)Aid to Agriculture and Food Security 
In comparison with studies of the impact of targeted 
aid on socio-economic indicators of development, 
studies of the impact of agricultural aid on 
agricultural output are relatively more abundant. 
While there is some disagreement among researchers 
on whether or not food aid acts as a disincentive to 
food production, there is general agreement that food 
aid does not lead to sustained increases in agricultural 
output in the medium or long run (Abdulai et al., 
2005; Awokuse, 2011; Tusiime et al., 2013; Yamano 
et al., 2005). However, there seems to be little dispute 
over the positive impact of aid to the agricultural 
sector on agricultural productivity in developing 
countries (Chimhowu, 2013; von Braun, 2013). The 
research on agricultural aid to sub-Saharan Africa has 
also produced consistent evidence of a positive 
impact of agricultural aid on particular indicators of 
agricultural productivity (Alabi, 2014; Fuglie and 
Rada, 2013). Because aid to agriculture supports 
many different types of agricultural activities, 
knowing which kinds of agricultural aid have the 
greatest impact is crucial to enhancing the overall 
effectiveness of aid to the sector. Using data on aid 
disbursements to African countries over the 1990-
2012 period, Gyimah-Brempong and Gentry (2016) 
analyze the separate impacts of aid for agricultural 
research, aid for agricultural education and training, 
aid for livestock development, aid for agricultural 
land development, and aid for the provision of 
agricultural inputs such as seeds, fertilizers and 
machinery. They find that, overall, non-food aid to 
the agricultural sector significantly increases 
agricultural output in African countries. However, 
while aid for research, education and training 
contribute to higher agricultural output, aid to support 
input and land development has no impact on 
agricultural output. The evidence, therefore, suggests 

that it is important to target agricultural aid to specific 
activities where it is most productive. 
 
2.2. Stylized Facts about Sectoral Allocation of Aid 
in Sub-Saharan Africa 
In the analysis presented below, we focus only on aid 
disbursements to 49 sub-Saharan African countries 
over the period 1973-2013. To facilitate comparison 
over time, we use real figures measured in constant 
2013 US dollars. A sectoral analysis of aid flows to 
sub-Saharan Africa reveals some interesting patterns 
in terms of the overall volume and distribution of aid 
among countries. Depending on whether the analysis 
is in per capita terms or in terms of sectoral shares of 
total aid, these patterns can be quite different. 
Moreover, the sectoral analysis of aid presented here 
also strengthens the case for shifting the focus from 
macroeconomic evaluations of aid effectiveness to 
microeconomic evaluations. Between 1973 and 2013, 
infrastructure has received the greatest share of total 
aid to sub-Saharan Africa, while industry has 
received the least (Figure 1). When viewed in per 
capita terms, aid to all sectors appears to have kept 
pace with population increases over the three decades 
from 1981-2010; although the amount of aid per 
capita going to all sectors is actually quite small 
(Figures 2 and 3). 

 
Source: Ndikumana et al., 2016 

 
Source: Ndikumana et al., 2016 
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Source: Ndikumana et al., 2016 

 
In analyzing patterns of aid distribution to different 
sectors of the economy, the paper noted that while it 
is still in its infancy, the burgeoning research that 
focuses on sectoral allocation of aid and its impact on 
specific disaggregated development outcomes has 
already provided insightful results on aid 
effectiveness in African countries. The few existing 
studies in this strand of the literature reveal that aid 
that is explicitly targeted to sectors such as education 
and health yields positive outcomes and has positive 
externalities, especially in terms of gender equity. 
These effects seem to be stronger when foreign aid 
allocation to social sectors is accompanied by 
increased government spending in these sectors. The 
analysis at the sectoral level suggests that the failure 
to find consensus in the literature on aid effectiveness 
may be due to the fact that the conventional analytical 
frameworks used are unable to translate positive 
micro and sectoral level outcomes into 
macroeconomic outcomes. Thus, claims that aid has 
no, or limited, positive effects on economic 
development, drawn from studies based on the 
conventional macro-level analyses, are fundamentally 
misguided. The evidence suggests that future research 
on aid effectiveness should be anchored on sectoral 
and country-level analysis. This requires substantial 
and sustained investment in collecting and analyzing 
disaggregated data on aid, institutions, policy 
regimes, and qualitative as well as quantitative 
measures of development outcomes. 
 
III. A NEED TO DRIVE TOWARDS 
INVESTMENT 
 
3.1 Cost of Aid in Africa 
If the reviews in relation to average cost of Aid in 
Africa are to stand, African countries are more likely 
to get further indebted than any other country in the 

entire world. Taking the DAC report (2016) into 
context, Africa received net annual ODA of 54, 193 
for a total of 1, 155 billion population. This is in 
comparison to Asia’s USD53, 785 for a population of 
3, 993 billion. Actually, in cost review, every African 
person owes ODA donors a combined total of 
USD46.92 which has to be paid back 8:1. This 
suggests an annual debt of around USD375.36 per 
person annually. This means that, the slower the 
economy grows and the more dependent it remains, 
may result in even higher indebtedness without any 
setoff. 
 
3.2. Countries with High Economic Growth 
There seems to be a mismatch of the fastest growing 
economies in Africa when matched with those which 
receive Aid. Tijani (2016) reports that Ethiopia, Code 
D’Ivoire, Tanzania, Senegal Djibouti Rwanda, 
Kenya, Mozambique, Central African Republic, 
Sierra Leone and Uganda as some of the fastest 
growing economies in Africa with a growth rate 
above 5%. “In 2015 Sub-Saharan Africa’s GDP is 
expected to grow at 4.5% making it the fastest-
growing economic zone in the word, outpacing Asia’s 
regional average of 4.3% annual growth (Murori, 
2017). 
 
It is however intriguing that amongst the list of fastest 
growing economies in Africa, only three countries 
seem to manage ODA efficiently as they are in the 
top 10 ODA recipients in the world (OECD, 2016). 
These are Ethiopia and Kenya which puts into 
question the impact of ODA in the other 9 countries 
listed as fast growing. Actually, the number one 
growing economy, Code D’Ivoire is boosted by 
government policies and structural reforms this strong 
growth is credited to aggregate demand and increase 
in investment (Myers, 2017). Some reports records 
Ethiopia as number one growing economy in contrast 
to Code D’Ivoire.  
 
Though this is not an issue of contest, what is 
important to note is the policy structural changes 
which the World Bank proposes to the country: All 
the five areas are targeted at creating new firms, 
investing in further job and technical training, 
investing in low skilled employees and enhancing the 
use of Information Communication Technology 
(World Bank, 2017) . This is once again a full proof 
of the need to shift towards Investment, in making a 
case for faster growing economy. The contention of 
this paper that these five areas can be addressed by 
aid that comes in form of investment that is expected 
to yield returns and reduce dependence is further 
justified. Growth in some of these Sub-Saharan 
African Countries is actually propelled largely by 
resource intensive projects, but relative to percentage 
growth it seems some of the fastest growing 
economies like Ethiopia and Kenya are not actually 
utilising resource intensive projects (The Economist, 
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2016). This makes a strong case for inclusivity of 
growth model for countries which do not possess high 
levels of resources.  
 
3.3 Importance of FDI in Sub Saharan Africa 
FDI plays quite a pivotal role in development in 
Africa’s Development. Ethiopia is one of the 
countries together with Kenya which seem to have 
harnessed the lifeblood provided by the Foreign 
Direct Investment (OECD, 2016). They are one of the 
highest recipients of FDI in Africa and has 
complemented that with a fast-growing economy. 
There are strong arguments that FDI actually crowds 
domestic investment and that private investment is 
the main driver of FDI. “First, FDI crowds in 
domestic investment and, secondly, that private 
investment is a driver of FDI, implying that African 
countries will gain much from improving the 
domestic climate” (Ndikumana & Verick, 2008, pp. 
713-726). There are other acute arguments which 
positively correlate economic growth to Domestic 
Investment and FDI net crowding out effect but later 
shows a positive effect on a later stage (Adams, 
2009). The argument of these authors, especially 
Ndikumana and Verick, (2008) also make it clear that 
resource endowments are not the only means to 
secure FDI in developing countries which are not 
resource rich, they propose a myriad of alternatives 
for countries with poorer resource base. But their 
most important contribution to our study is the 
positive linkage of FDI to domestic investment which 
drives the case further that, realigning Aid and 
substituting Development Assistance with Investment 
with a calculated return and a structure to become 
independent of aid is necessary.  
 
It must however be noted that although there is an 
increase in FDI flows into Africa generally (Bartels, 
Alladina, & Lederer, 2009) this represents only about 
1% of total global FDI while in contrast Africa 
receive the largest portion of ODA. One of the most 
intriguing information regarding FDI and foreign 
investors’ motivations to invest are political economy 
considerations and cost reducing information on 
industries, markets and utility services. Surprisingly, 
Bartels, et al. (2009) factor analysis of investment 
motivations of about 758foreign investors in SSA 
show less influence of labour and production input 
variables. This may however be a result of the 
expected low labour cost shifting focus to other 
factors.  
 
What the study reaps out of these authors work is the 
link between FDI inflows to political economy 
considerations. We have earlier reviewed literature 
regarding effectiveness of ODA in SSA and its 
impact on the governance (Brautigam & Knack, 
2004). Here we see a possible link between an 
increase in ODA, decrease in positive political 
economy considerations and therefore a decrease in 

favourability of the country for FDI which is crucial 
for growth stimulation when a targeted response to 
private investment is made (Kaplinsky & Morris, 
2009).  
 
IV. ACHIEVING THE COURSE: INVESTMENT 
CONVERSION INSTRUMENTS 
 
The overarching argument for this review is that, 
most of the propositions point at the direction of 
Investment feature development assistance. We make 
further concessions that a complete or substantial 
substitution of current Development Assistance into 
Investment would yield much higher results. The 
contention is on the basis that Investment is approved 
in development projects whose investment returns 
can be measured and allocated a rule to say a similar 
investment on the same project will not be required in 
the following fiscal year or a given term of the 
recipient country. Below we provide specific 
instruments which from review may open a structural 
way of conversion from pure Development 
Assistance to Aid. 
 
4.1 Proposed Financing Models to drive 
conversion to Investment 
Credit Guarantees 
Whether, a development partner is engaged in 
improving access to primary healthcare, in 
subsistence farming or in food security in general, or 
even financing education enhancement projects; all of 
them should work towards instilling a sense of 
independence gradually. The riding principle being, it 
is quite unlikely to happen if they keep ignoring the 
largest sector of the society which includes the Not in 
Education, Employment or Training (NEETs) as 
described by Population Reference Bureau (2012). 
Given the situation, and the proposition that aid 
directed to these developing countries should be 
focused on addressing the cause of aid in the first 
place, and embrace in all accord the spirit of social 
entrepreneurship; the paper suggests that donors 
especially those who provide ODA have in the argued 
case a moral obligation to restructure aid to provide: 
i) Reliable Credit Guarantees to close the 
“Partial” part in the existing schemes to 
accommodate millions of brilliant young folks in 
Africa and ensure the execution of the schemes 
commence not after the agreement has been 
concluded but when the transaction of funds transfer 
serving as guarantees are in possession of 
participating lending institutions. Failure to do so 
may result in slow and even unresponsive initiations 
to provide landing to the target group, this is still 
owing to the banks’ conservatism as studied by 
Hansen, et al. (2012). 
ii) In countries where neither partial credit 
guarantees nor any other form of access to credit for 
innovative and creative entrepreneurs exist, the 
development partners again have an obligation to first 
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prioritize their Aid in capital initiatives by first 
creating such institutions and partnering with local 
institutions for implementation, the objective again is 
to instil a sense of independence in those 
communities. 
iii) In line with their work, the development 
partners and other aid donors also have to tap into the 
most likely existing capacity building initiatives or 
establish such, to train proactive social entrepreneurs 
in areas which they are in the country to serve. This 
can be prescribed as a prerequisite or channel to 
access funds created even if the entrepreneurs’ 
projects are not ‘directly’ related to a specific project 
but are still in similar cause as the donor agency. The 
focus should also be made to minimise import of 
goods and services into the country financed by 
foreign aid, as pressures to that particular country 
may also be a result of imbalance of trade with other 
countries therefore constraining liquidity. That cannot 
be too hard to implement. 
 
4.1 Specialised Equity Funds and Bridging 
Finance 
This is perhaps the most challenging part in relation 
to extending finance to the most fragmented part of 
the society. But as illustrated earlier, very few 
organisations usually come through for young people 
regardless of the magnitude of their ideas and 
projects. In countries where there are certain means 
of access to finance, there, may also be quite a few 
other mechanisms created to extend equity into 
projects initiated by young people. Regardless of how 
much the buzz word, ‘youth’ an organisation uses, 
very few of them arguably trust young people enough 
to sign over their organisation’s cheque to finance a 
project administered by them. 
 
Looking through the Young African Leaders 
Initiative, at the Presidential Summit of 500 of the 
most promising leaders in Africa hosted by United 
States President, Barrack Obama(Yali, 2014); one 
thing became vividly clear. Young African leaders 
are not short of ideas in tackling the social problems 
facing their countries, especially when they are the 
ones closest to the distressed part of the society. Trust 
from organisations is the main issue. Without that 
element of trust all forms of constraints befall their 
visions, and as most of the young leaders reiterated in 
their applications to the program held by IREX, an 
organisation engaged by US department of state to 
collect the participants’ biographies. Not surprisingly, 
access to finance and availability of equity emerge as 
the major hurdle particularly in the Business and 
Entrepreneurship track of the program(Irex, 2014). 
Therefore, the proposition to create access to equity 
finance is a key complementary mechanism to 
proposed credit guarantees above. Then, the 
development partners can strategically and with a 
‘deliberate’ effort establish: 

i. Specialised equity funds held by their 
organisations to finance either profitable or non-
profitable social entrepreneurship organisations, 
solving social problems in their communities. 
Whether the entrepreneurs and their organisations are 
advancing access to healthcare or improving service 
delivery of such; or whether they are carrying out an 
educational project aimed at innovating education 
delivery systems or introducing new technologies into 
the classroom in a broader bit to transform education 
to respond to the national objectives; or whether they 
have started an agricultural project to reinvent their 
nation’s competitiveness in providing affordable food 
supplies to their communities, to improve nutrition 
and minimise diseases related to such and many other 
direct impact projects; such a specialised kind of 
financing created solemnly to target folks who would 
not ordinarily appear profitable as people in the eyes 
of existing financiers can be truly revolutionary.  
ii. Another solution is to extend to the existing 
schemes, bridging finance where the organisations 
mentioned above already have access to limited 
finance. The bridging finance can be regulated as 
other means of access are, but this should be a less 
precarious form of providing finance to the social 
entrepreneurs as existing evidence of work may 
already be in place. Again, this kind of finance may 
also be more responsive when it is managed and 
implemented by the providing development partner as 
opposed to dipping it into the government coffers, 
because doing that may bring another aspect into 
question ‘corruption’ which may still arguably be 
absent even in the resident offices of the development 
partners.  
iii.  
One last and perhaps a crucial addition to the 
solutions proposed above, is to restructure ways of 
communication between the donor agencies and 
citizens with regard to executing and disbursing their 
development funds. Most of the organisations 
including the United Nations Development 
Programme (UNDP) and the European Union 
Delegation missions have structured funds which are 
only accessible through their own ‘call for 
proposals’(UNDP, 2014) (which is not exactly a bad 
practice, in fact a fair one) for specific projects 
precisely. The devil again arises in the criterion 
which is normally attached to the calls; again they 
heavily discriminate young folks in ways that are 
quite similar to the ones described by African 
Economic Outlook, (2013).  
 
It is also and arguably so, a very backhanded way of 
communicating to the target group, it could become a 
case of, apply but you know you are already out, 
‘technically’. Some organisations go even further; 
much further to dip most of what they provide as 
development aid into government coffers(Delegation 
of the European Union Lesotho, 2012), the question 
remains, is it impossible to collaborate with the 
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government and understand their development needs 
such that as they are outlined in their budgets, the 
donors disburse funds directly into the projects? It is 
an arguable fact that in most cases it is the last time 
that such funds see the light of day in government 
purse. All these are vividly clear when one studies 
certain transparency international reports on 
corruption watchover time(Iransparency 
International, 2013). 
 
CONCLUSION  
 
This study examined the transformation of the 
Development Assistance into direct Investment. 
There has been remarked that since many decades, 
the big push is being given to the developing 
countries for various reasons. But this help is still not 
effective because the main goal is not reached. This is 
the ultimate reason why we carried out a research to 
show another option that can help the fulfilment of 
the goal. Firstly, we have shown the effectiveness of 
the foreign aid and the way it can be turned into 
Investment. Secondly, we have examined some 
previous papers about the official development 
assistance as well as the effectiveness of aid 
particularly in sub-Saharan Africa. Thirdly, we have 
examined what has been spent on foreign assistance 
and have shown the mismatch issues such as the 
introduction of FDI in Sub-Saharan Africa and its 
effects on domestic investment mobilization; this 
enabled us to make a stronger case for a shift 
particularly to the proposed Plan B (Investment) 
which will help Africa to access healthy growth; 
independence from aid and sustainability. Finally, we 
have introduced three instruments that can permit us 
to turn foreign aid into Investment. This study builds 
on an already raging momentum from major donors 
like the EU who have begun a drive towards 
disbursing aid in a direct investment manner: Our 
study’s unique contribution is the proposition of 
instruments which are adjusted to suit the third sector 
investment objectives which is the pinnacle of the 
investment disparity between the third sector and 
capitalist motivations of investment hence the key 
role played by the word social. 
 
REFERENCES 
 
[1] Abdulai, A., Barrett, C. B. and Hoddinott, J. (2005). Does 

food aid really have disincentive effects? New evidence from 
sub-Saharan Africa. World Development, 33 (10), 1689-
1704. 

[2] Adam, C. S., and S.A. O'connell. 1999. "Aid, Taxation and 
Development in Sub-Saharan Africa." Economics & Politics 
11 (3): 225-253. Accessed 05 10, 2017. 
http://onlinelibrary.wiley.com/doi/10.1111/1468-
0343.00060/full. 

[3] Adams, Samuel. 2009. "Foreign Direct investment, domestic 
investment, and economic growth in Sub-Saharan Africa." 
Journal of Policy Modeling 31 (6): 939-949. Accessed 05 10, 
2017. 
http://www.sciencedirect.com/science/article/pii/S016189380
9000179. 

[4] Alabi, R. A. (2014). Impact of agricultural foreign aid on 
agricultural growth in sub-saharan Africa: A dynamic 
specification (Vol. 6): International Food Policy Research 
Institute. 

[5] Anders, Molly. 2016. Devex. Accessed 05 10, 2017. 
https://www.devex.com/news/oda-redefined-what-you-need-
to-know-87776. 

[6] Awokuse, T. O. (2011). Food aid impacts on recipient 
developing countries: A review of empirical methods and 
evidence. Journal of International Development, 23 (4), 493-
514. 

[7] Bain, R., Luyendijk, R. and Bartram, J. (2013). Universal 
access to drinking water: The role of aid. UNU-WIDER 
Working Paper 2013/88. Helsinki, Finland. 

[8] Bartels, Frank L., Sadiq N. Alladina, and Suman Lederer. 
2009. "Foreign Direct Investment in Sub-Saharan Africa: 
Motivating Factors and Policy Issues." Journal of African 
Business 10 (2): 141-162. Accessed 05 10, 2017. 
http://www.tandfonline.com/doi/abs/10.1080/1522891090318
7791. 

[9] Botting, M. J., Porbeni, E. O., Joffres, M. R., Johnston, B. C., 
Black, R. E. and Mills, E. J. (2010). Water and sanitation 
infrastructure for health: The impact of foreign aid. 
Globalization and Health, 6 (1), 1-8. 

[10] Brautigam, Deborah A., and Stephen Knack. 2004. "Foreign 
Aid, Institutions, and Governance in Sub-Saharan Africa." 
Economic Development and Cultural Change 52 (2). 
Accessed 05 10, 2017. 
http://www.journals.uchicago.edu/doi/abs/10.1086/380592?jo
urnalCode=edcc. 

[11] Chimhowu, A. (2013). Aid for agriculture and rural 
development: a changing landscape withnew players and 
challenges UNU-WIDER Working Paper 2013/014. 

[12] Delegation of the European Union Lesotho. 2012. "Remarks 
by the Head of the Delegation of the European Union to 
Lesotho." Remarks by the Head of the Delegation of the 
European Union to Lesotho. Maseru: Delegation of the 
European Union Lesotho. 4-5. Accessed August 15, 2014. 
http://eeas.europa.eu/delegations/lesotho/press_corner/all_ne
ws/news/2012/20120724_en.htm. 

[13] Easterly, William. 2008. Reinventing Foreign Aid. 1. 
London: The MIT Press. 

[14] Fuglie, K. and Rada, N. (2013). Resources, Policies, and 
Agricultural Productivity in Sub-Saharan Africa. USDA-ERS 
Economic Research Report (145). 

[15] Gyimah-Brempong, K. and Asiedu, E. (2008). Aid and 
human capital formation: Some evidence Presented at the 
African Economic Conference. Tunis, Tunisia: UNECA and 
AfDB. 

[16] Gyimah-Brempong, K. and Gentry, M. (2016). Agricultural 
aid and agricultural production in Africa. University of South 
Florida, Unpublished manuscript. 

[17] Ighobor, K. 2013. "Africa's Youth: "A ticking time bomb" or 
an opportunity?" Edited by M Tafirenyika. Africa Renewal 
(United Nations) 27 (1): 10. Accessed August 14, 2014. 
http://www.un.org/africarenewal/magazine/may-
2013/africa%E2%80%99s-youth-%E2%80%9Cticking-time-
bomb%E2%80%9D-or-opportunity. 

[18] Iransparency International. 2013. Iransparency International: 
Country Reports. Berlin, Berlin. 

[19] Irex. 2014. "Irex Biographies." Irex.org. July 7. Accessed 
July 25, 2014. 
http://www.irex.org/sites/default/files/WashFellowsBiosBk.p
df. 

[20] Kaplinsky, R., and R. Morris. 2009. "Chinese FDI in Sub-
Saharan Africa: Engaging with Large Dragons." The 
European Journal of Development Research 21 (4): 551-569. 
Accessed 05 11, 2017. 
https://link.springer.com/article/10.1057/ejdr.2009.24. 

[21] Michaelowa, K. (2004). Aid effectiveness reconsidered: 
Panel data evidence for the education sector. HWWA 
Discussion Paper No. 264. University of Zurich - Centre for 
Comparative and International Studies (CIS). 



International Journal of Management and Applied Science, ISSN: 2394-7926                                                 Volume-4, Issue-4, Apr.-2018 
http://iraj.in 

The Healthy Turn from Aid to Investment: Can Investment Act as Plan B for Aid? 
 

17 

[22] Michaelowa, K. and Weber, A. (2006). Aid effectiveness in 
the education sector: A dynamic panel analysis. Frontiers of 
economics and globalization, 1, 357-385. 

[23] Michaelowa, K. and Weber, A. (2008). Aid effectiveness in 
primary, secondary and tertiary education University of 
Zurich, Unpublished. 

[24] Moss, Todd, Gunilla Pettersson, and Nicolas Van De Walle. 
2006. An Aid-Institutions Paradox? A Review Essay on Aid 
Dependency and State Buildingin Sub-Saharan Africa . 
Center for Global Development. 

[25] Murori, Kajuju. 2017. "The 6 Fastest Growing Economies in 
Africa." The African Exponent, 03 10. Accessed 05 11, 2017. 
https://www.africanexponent.com/post/the-6-fastest-growing-
economies-in-africa-36. 

[26] Myers, Joe. 2017. Which are Africa’s fastest growing 
economies? Accessed 05 10, 2017. 
https://www.weforum.org/agenda/2016/04/which-are-africa-
s-fastest-growing-economies/. 

[27] Ndikumana, L. and Pickbourn, L. (2016). The Impact of 
Foreign Aid Allocation on Access to Social Services in sub-
Saharan Africa: The Case of Water and Sanitation. Political 
Economic Research Institute (PERI), Working Paper 400. 

[28] Ndikumana, Leone, and Sher Verick. 2008. "The Linkages 
Between FDI and Domestic Investment: Unravelling the 
Developmental Impact of Foreign Investment in Sub-Saharan 
Africa." Development Policy Review 26 (6): 713-726. 
Accessed 05 11, 2017. 
http://onlinelibrary.wiley.com/doi/10.1111/j.1467-
7679.2008.00430.x/full. 

[29] OECD. 2016. DAC List of ODA Recipients. Accessed 05 10, 
107. http://www.oecd.org/dac/stats/daclist.htm. 

[30] OECD. 2016. DEVELOPMENT AID AT A GLANCE: 
STATISTICS BY REGION, DEVELOPING COUNTRIES. 
Organistion for Economic Cooperation and Development, 
OECD, 1-18. Accessed 05 10, 2017. 
http://www.oecd.org/dac/stats/documentupload/1%20World
%20-
%20Development%20Aid%20at%20a%20Glance%202016.p
df. 

[31] OECD. 2014. Development Aid at a glance: Statistics by 
region: Africa. Paris: Organisation for Economic Co-
operation and Development, 2-3. Accessed July 24, 2014. 
http://www.oecd.org/dac/stats/documentupload/2.%20Africa
%20-
%20Development%20Aid%20at%20a%20Glance%202014.p
df. 

[32] prb.org. 2013. The World's Youth: 2013 Data Sheet. 
Washington: Population Reference Bureau, 2-6. Accessed 
August 20, 2014. http://www.prb.org/pdf13/youth-data-sheet-
2013.pdf. 

[33] Research Council UK. 2015. Official Development 
Assistance: Global Challenges Research Fund Guidance. 
Accessed 05 10, 2017. 
http://www.rcuk.ac.uk/documents/international/gcrfodaguida
nce-pdf/. 

[34] The Canadian Press. 2014. "U.S. to spend $33 billion US in 
Africa, Obama announces at summit." Accessed 05 5, 2017. 
http://www.cbc.ca/m/touch/world/story/1.2728305. 

[35] The Economist. 2016. "The oil effect: African economies are 
growing at very different speeds: New numbers from the IMF 
tell a tale of two Africas." The Economist, 10 29. Accessed 
05 11, 2017. http://www.economist.com/news/middle-east-
and-africa/21709218-new-numbers-imf-tell-tale-two-africas-
african-economies-are-growing. 

[36] Tusiime, H. A., Renard, R. and Smets, L. (2013). Food aid 
and household food security in a conflict situation: Empirical 
evidence from Northern Uganda. Food Policy, 43, 14-22. 

[37] UNDESA. 2002. Major Agreements & Conventions 
Overriding Issues on Sustainable Development: The 
Monterrey Consensus. Accessed 05 5, 2017. 
https://sustainabledevelopment.un.org/content/dsd/resources/r
es_majoagreconvover_montcons.shtml. 

[38] UNDP. 2014. UNPD Operations. June. Accessed September 
2, 2014. 
http://www.ps.undp.org/content/papp/en/home/operations/pro
curement.html. 

[39] Von Braun, J. (2013). International co-operation for 
agricultural development and food and nutrition security: 
New institutional arrangements for related public goods: 
UNUWIDER Working Paper 2013/061 

[40] Wayland, J. J. (2013). A Drop in the Bucket? The 
Effectiveness of Foreign Aid in the Water, Sanitation, and 
Hygiene (WASH) Sector (MA Master's Thesis), American 
University, Washington, DC. 

[41] Wolf, S. (2007). Does Aid Improve Public Service Delivery? 
Review of World Economics, 143 (4), 650-672. 

[42] World Bank. 2017. "ETHIOPIA: World Bank Group 
Economic Update." Africa Research Bulletin: Economic, 
Financial and Technical Series 53 (11): 21491A-21491C. 
Accessed 05 11, 2017. 
http://onlinelibrary.wiley.com/doi/10.1111/j.1467-
6346.2016.07386.x/full. 

[43] Yali. 2014. Young African Leaders Innitiative. July 28. 
Accessed August 30, 2014. 
https://youngafricanleaders.state.gov/washington-fellowship/. 

[44] Yamano, T., Alderman, H. and Christiaensen, L. (2005). 
Child Growth, Shocks, and Food Aid in Rural Ethiopia. 
American Journal of Agricultural Economics, 87 (2), 273-
288. 

 
 
 
 
 
 
 

 


