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Prof. Dr. Axel Dreher 
Wintersemester 2008/9 
 
Klausur Development Aid 

 
 
 
Part Topic Points  1 2 3 4 5 ∑ 
I short questions 15        
II regression 30        
III essay 45        
∑  90        
 

 
Note:  

 
 
 
Remarks:  
The exam is divided into three parts. Please answer all the questions in Part 1. Select one 
of the questions in Part 2 and answer all the questions in Part 3. The assigned points 

correspond with the estimated time needed to answer the question.  

 

In total, one could receive a maximum of 90 points. The exam lasts 90 minutes. Please be 

aware of the time limit. Answers can be in Englisch or German.  

 
Good luck! 
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Prof. Dr. Axel Dreher 

Wintersemester 2008/9 
Klausur Development Aid 

 
 
Part 1:  Please answer all the questions of Part 1. The estimated time needed corresponds 
with the maximum attainable points. All together, you should have about 15 minutes for this 
part.  
 
 
1.) (10 Points) 
 
Theory of Development Aid 

a) How can external aid promote development? Take account of the role of savings. 
b) Explain the possible weakness of the theory underlying in terms of aid fungibility. 

  
 
2.) (5 Points) 
 
Propose a model to test whether the World Bank’s interests affect its decisions to allocate 
aid. What would be possible explanatory variable(s), representing the Bank’s interests? 
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Part 2: Please answer one of the following two questions. You should spend about 30 
minutes for this question. In case both questions are answered, only question1) will be 
graded.  
 
 

1) Interpret the table with regression output below. Do not answer with simple ‘yes’ or 
‘no’ and provide your econometric reasoning. Also connect your answers to the 
existing literature. E.g., are the results shown below typical for such regressions? 
 
a) (10 Points) Which independent variables reduce the amounts of aid per capita 

according to the regressions?  
b) (10 Points) Given this table, do donors care about the institutional quality of 

recipient countries in allocating aid? 
c) (10 Points) Given this table, do corrupt governments receive less foreign aid? 
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2) Please interpret the table below. Do not answer with simple ‘yes’ or ‘no’ and provide 

your econometric reasoning. Also connect your answers to the existing literature. 
E.g., are the results shown below typical for such regressions? 
 
a) (10 Points) Given this table, does aid increase economic growth? 
b) (10 Points) Comparing the OLS tests in model (1) and (2), what would you 

conclude about the role of aid/GDP on the determinants of economic growth? 
c)  (10 Points) Given this table, what would be the most important variables for 

economic growth? 
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Part 3: Please answer all the questions. For this part, you should need 45 minutes.  
 
1) (15 Points) 
Discuss Sachs’s big push approach and Easterly’s counter-arguments regarding 
development aid. Taking account of this debate, can aid help achieve the United Nations 
Millennium Development Goals (MDGs)? 
 
2) (15 Points) 
Is debt relief an effective way of delivering development aid? Discuss arguments in favour 
and against debt relief.   
 
3) (15 Points) 
Is multilateral aid more effective than bilateral aid? Are political considerations less important 
for multilateral aid allocation? What about the allocation of NGO aid? 
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