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Abstract

Poverty eliminating is one of the main struggling goals of human. Since the
Second World War, developed countries have provided a large number of Official
Development Assistance (ODA) to developing countries for helping economic growth
and poverty reduction of recipient countries. However, poverty phenomenon is still
widespread around the world, and it is especially serious in developing countries.
Since the 21th century, China’s foreign aid has increased fast, it is also an important
topic for China on how to help recipient countries achieving poverty reduction and
development. Therefore, it is necessary to discuss poverty reduction effect of ODA
and how to improve the poverty reduction efficiency of aid.

Firstly, this paper analyzes the theory mechanism of aid’s poverty reduction. It
defines the connotation and measure of poverty, and analyzes the cause of poverty and
the aid’s role in poverty reduction. It analyzes the theoretical relationship between aid
and poverty reduction, and discusses the path and the transmission process of aid’s
poverty reduction. Together, this paper analyzes the impact of aid on poverty
reduction and the effects of aid fluctuation shocks by mathematical model.

Secondly, this paper discusses poverty reduction effect of ODA from the practice
and empirical aspect. It studies the poverty reduction practices of developed countries’
aid. It also discusses the poverty reduction practices of China's foreign aid. This paper
tests the effect of aid’s poverty alleviation in the recipient countries by using
econometric empirical method.

Finally, this paper discusses the policy suggestions about how to improve the
poverty reduction effect of aid. These contents include: matching the “post 2015”
agenda, exploring new aid financing mode, making scientific strategy of aid poverty
reduction, and improving existing aid policy.

This paper puts the topic on poverty reduction of China's foreign aid, and makes
up the lack of domestic research in this field. Actually, this paper more
comprehensively discusses the mechanism theory of ODA to reduce poverty, adds
analysis about the role of aid and poverty reduction path of assistance, and builds
quantitative models. It improves the existing empirical research, for example,
considering the lag effect of aid, distinguishing the differences of the recipient

countries, and collecting the latest data. It discusses the deficiency of the existing aid
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financing mode, and puts forward the new idea of financing mode based on per capita
income level.

On the whole, it should be analyzed from theory, practice and empirical
perspective on how to evaluate poverty reduction effect of ODA.

In theory, aid is beneficial for reducing poverty, but its mechanism is more
complicated. Aid can be used as an external method to promote poverty reduction
through two paths of development (growth) and social assistance. From perspective of
the international aid practice, aid can reduce poverty, but we need to improve its
efficiency. From econometric empirical perspective, aid has different effect of poverty
reduction due to time lag, differences of recipient countries’ income and aid
modes.This paper finds that: aid really has time lag effect on poverty reduction,
multilateral assistance is better than bilateral aid for poverty reduction, the poverty
reduction effect of aid in high income group is better than in low income group,
poverty exists lasting effect. Under the limited aid resources, the international
community need to improve the existing aid policies on poverty reduction for
promoting poverty reduction effect of aid. For example, The international society
should increase aid proportion of countries which have larger poverty population and
higher income level, increase the multilateral assistance or make aid more focusing on
poverty reduction and development, reduce the unreasonable conditions in aid,
reverse the complicated tendency of aid, etc. For China, we should continue to
maintain our own characteristics of foreign aid, insist on south-south cooperation,
and provide aid according to our abilities. we should learn experiences or lessons in

time, enhance supervision of aid process, and promote the domestic experience of

poverty reduction.

Keywords: Official Development Assistance; Poverty Reduction; China's

Foreign Aid
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