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This study investigates the long-run effects of official development assistance (ODA) on Australian
exports to recipient countries. It uses dynamic panel econometric techniques and the Gravity Model
of international trade to explore the relationship between ODA from Australia and other OECD DAC
donors and Australian exports to 17 Asian countries between 1980 and 2013. The modelling results
suggest that Australian ODA is associated with higher exports to recipient countries, and that
causality runs in both directions (meaning that Australian ODA causes Australian exports, and vice
versa). In the long run, on average, one dollar of Australian aid is associated with $6.60 in Australian
exports to recipient countries. This figure declines only slightly in the post-2006 period, after the
Australian government’s decision to untie Australian aid from domestic procurement requirements.
Interestingly, and contrary to the results of similar exercises for other donor countries, the results
suggest that ODA from other DAC countries does not crowd out, but rather increases, Australia’s
exports to Asian countries.



