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Overview

Foreign aid has played an essential role in shaping Africa's development, with billions of dollars allocated to the continent
each year. Often promoted as a crucial tool to combat poverty, tackle health crises and stimulate economic growth, its
impact is contested.

The historical trends of aid to Africa, shown in Chart 5 based on income groups from 1980 with a forecast to 2043, reflect
an interesting geopolitical story. After an initial period of benign aid neglect following African independence, the Cold War
sustained ever-higher levels of aid until the collapse of the Soviet Union in 1989, which effectively robbed Africa of its
strategic relevance but provided an opportunity to reform aid away from strategic considerations towards the
development needs of poor countries, allowing the aid community (then essentially consisting of OECD countries) to also
pay greater attention to aid effectiveness and value for money.

Chart 5: Aid flows to Africa by income group, 1980-2043
ISS| AF1

Africa
1008

BOB
Low-income Africa

B0B

Uss 2017

406

—
Lower-middle-income Africa

208

o8 e, Upper-middle-income Africa

1980 2043

Source: IFs 8.34 initialising from World Bank data

The United Nations Millennium Summit in New York in 2000 was followed by the Report of the Commission for Africa,
released in 2005, and the European Consensus on Development, also issued that year. Collectively, these efforts paved
the way for the 2005 World Summit in New York, which called for increased aid transfers to achieve the eight Millennium
Development Goals (MDGs) set in 2000. The 2005 Paris Declaration on Aid Effectiveness subsequently outlined five
fundamental principles (developing country ownership, alignment to developing country objectives, harmonisation among
donors, results-based aid and mutual accountability) that established a critical framework that included both donor and
recipient countries.
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The 2011 Busan Partnership for Effective Development Cooperation expanded the Paris Agreement by establishing, for
the first time, an internationally agreed framework for development cooperation, which included traditional and new
donors from the Global South, civil society organisations and private philanthropy. Donors agreed to allow aid recipients
to use aid to procure from the cheapest suppliers rather than those prescribed by donors, and measures that harmonised
aid modalities among donor countries.

Some years later, the 2015 Addis Ababa Action Agenda (AAAA) was crafted following the Third International Conference on
Financing for Development hosted in Ethiopia, which would see aid to Africa’s low-income countries increase to almost 8%
of their GDP in 2019 (pre-pandemic level), equating to about 35% of government revenue. In contrast, aid has dropped to
about 6% of government revenue in lower-middle-income African countries and below 1% in upper-middle-income African
countries, illustrating the progress made in shifting aid to where the need is greatest.

The environment for progress towards the SDG targets and goals on development aid had deteriorated significantly at the
time of the Fourth International Conference on Financing for Development (FfD4), held in Seville, Spain, from 30 June to 3
July 2025. Yet the 42-page Compromiso de Sevilla that emerged from the meeting was surprisingly upbeat, given the
disbandment of USAID and announcements by key donors such as the UK and Germany to prioritise defence spending at
the expense of development assistance. Amongst others, the Compromiso de Sevilla encouraged multilateral development
banks to triple their lending capacity, promoted blended finance strategies to attract private sector investment in
infrastructure, health and climate adaptation, supported initiatives to reform credit ratings methodologies to better
reflect the realities of developing nations, sought to address debt relief, and reform of the international financial
architecture. Partners are also committed to assist developing countries towards robust domestic tax systems, with a
target of achieving tax revenues equivalent to at least 15% of GDP and the outcomes document supported a potential UN
framework convention on international tax cooperation

The Compromiso de Sevilla, therefore, marks a strategic shift from traditional development aid models toward investment-
driven development, emphasising the importance of sustainable and equitable economic growth. Shortly thereafter, the
US revealed plans to supercharge the US International Development Finance Corporation (DFC), America's premier
development finance institution. The proposals include a much larger DFC, including raising its total exposure, or
maximum portfolio size, from US$60 billion to US$250 billion. The only problem is that poor countries do not attract much
investment and have little to trade beyond low-value commodities, which are often subject to wild fluctuations on the
commodity markets. The proposals on DFC would now be allowed to also invest in high-income countries, watering down
its original focus on developing countries.

Comparatively, aid flows to Africa are above those to South America and South Asia in various metrics: in absolute
amounts, percentage of GDP, percentage of government revenue and on a per capita basis. Africa receives more aid than
any other developing region, driven by factors such as its colonial legacy, debt burden, high poverty levels, recurrent
conflicts, instability, humanitarian crises and geopolitical interests.

From 2000 to 2023, Africa received a cumulative amount of US$1.3 trillion in aid.South Asia received US$332 billion, while
South America received only US$96 billion over the same period. Globally, foreign aid hit a record high of US$161.2 billion
in 2020, a 3.5% increase in real terms from 2019. On the Current Path forecast, aid to Africa is projected to fall from 2.4%
of GDP in 2023 (US$60 billion) to 1.6% by 2043 (US$95 billion). The increase in the dollar amount is not due to an increase
in the portion of GNI allocation from donors (which steadily declines), but rather a function of economic growth in the
OECD countries. In addition, more aid from China, India, and the Persian Gulf States (from Saudi Arabia and the UAE in
particular) will fill some of the gaps left by USAID and other traditional donors, although these countries are more
cautious, commercial, and focused on blended finance.
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On the Current Path, aid inflows into Africa will reach US$101 billion in 2043, up from US$64.7 billion in 2023. As a
percentage of Africa’'s GDP, aid will decline from 2.4% of GDP in 2023 to 1.6% by 2043, compared with 0.1% of GDP for
South Asia and 0.03% in South America. Similarly, aid as a share of government revenue in Africa will decrease from 12.5%
in 2023 to around 7% in 2043.

Chart 6 presents Government revenue with and without aid according to income grouping for 2023 (as announced by the
World Bank for 2024-2025), including a forecast to 2043. It illustrates how aid now targets poorer, low- and lower-middle-
income countries. While foreign assistance remains the primary source of external finance for low-income countries, the
role of ODA is less critical for lower-middle- and upper-middle-income countries, which now rely more on FDI. In 2023,
government revenues in Africa’s low-income countries averaged 8.4% of GDP without aid, compared to 16.4% with aid. For
lower-middle-income countries, government revenue stood at 14.5% of GDP without aid, and 16.2% with aid.

By 2043, aid will almost entirely shift to the remaining low-income countries. Consequently, government revenues in low-
income countries will reach 14.6% of GDP without aid, and 19.7% with aid.

Chart 6: Government revenue with and without aid according to African income group, 2023 vs 2043
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Aid effectiveness

Despite its crucial role in supporting government budgets in poor African countries, foreign aid is controversial. Critics
argue that aid has had a limited long-term impact, often fostering dependency rather than promoting self-reliance.
Prolonged reliance on external assistance weakens local governance and reduces the government's incentive to mobilise
domestic resources. Corruption and mismanagement further exacerbate these challenges, with aid funds sometimes
diverted from their intended purposes.

Aid can also have unintended consequences, such as disrupting local economies by flooding markets with free or
subsidised goods, undermining local producers. For instance, while food aid programs address immediate hunger, they
often harm local agriculture by creating unfair competition.

Yet it is clear that aid to sub-Saharan Africa contributes to economic growth and poverty reduction, although usually in
modest measure and conditional on sound domestic policies and institutions. There is evidence of significant successes -
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for instance, aid-funded programs have expanded schooling, reduced disease and lifted millions out of extreme poverty.
There are also many instances where aid failed to catalyse growth or was siphoned off, leaving inequalities unchanged or
even worsened. The consensus is that aid is neither a panacea nor a plague: it can be effective, but its success hinges on
context. Areas of ongoing debate revolve around optimising aid allocation, improving conditionality (or “selectivity”) and
ensuring the sharing of its benefits in society.

Ethiopia under Meles Zenawi is an example of the efficient use of foreign aid to drive economic growth and development.
His tenure (1991-2012) saw significant improvements in infrastructure, agriculture, education and healthcare, supported
by well-managed aid programs. Unlike many African countries, Prime Minister Zenawi negotiated aid terms strategically to
retain control over its development agenda. The government emphasised that aid should complement, not replace,
domestic efforts. In this way, Meles ensured alignment between donor priorities and Ethiopia’s needs. The Ethiopian
experience is that aid can contribute to social and economic transformation with strong leadership, strategic planning and
local ownership. Bill Gates, an avowed pro-market fundamentalist who has apposed aid in favour of market-based
solutions, stated the following in testimony to the US Congress in June 2025:

People in global health argue about a lot of things, but here's one thing everyone agrees on: Health aid saves lives.
It has helped cut the number of children who die each year by more than half since 2000. The number used to be
more than 9 million a year; now it's fewer than 5 million. That's incontrovertible.

Recent empirical studies suggest that aid's effectiveness in promoting economic growth and reducing infant mortality is
conditional on domestic policy and institutional capacity. With appropriate policies and genuine donor intentions, aid can
be more than a temporary relief measure—it can catalyse and sustain inclusive economic growth. This was evident in the
Marshall Plan in Europe after World War Il and the vast amounts of aid and technology transferred to South Korea and
Japan. In these cases, recipient governments used aid strategically, focusing on key sectors such as manufacturing and
transportation while striving for financial independence. By contrast, similar strategic use of aid has been rare in Africa.
Scholars agree that improving governance and accountability in Africa is pivotal for aid to contribute to robust growth,
poverty reduction and equitable development. To that end donors and African governments continually refine how
assistance is delivered and used, to realise its potential as a catalyst for development rather than a source of dependency
or division.

Cutting off aid, as announced by the US administration under President Trump, as well as reductions in aid announced by
the United Kingdom and the Netherlands shortly therafter will worsen the lives of millions of Africans. Most US support
went to the health sector and it accounted for a big chunk of the national budget in countries such as Somalia, the Central
African Republic, Burundi and Liberia, among others.

The absolute amount of aid flows to Africa could be significantly larger (US$197 billion) if developed countries met the
target of 0.7% of their Gross National Income (GNI). But that is unlikely to happen anytime soon, even though climate
change and geopolitical conflicts/tension may prompt a reassessment of these contributions and boost aid. Chart 7
reflects ODA from DAC countries between 2015 and 2022. Over the last decade, aid as a share of donors’' national income
(ODA/GNI) has barely risen, from 0.31% in 2010 to 0.37% in 2023. As of 2023, the OECD reports indicate that only Norway
(1.09%), Luxembourg (0.99%), Sweden (0.91%), Germany (0.79%) and Denmark (0.74%) have met this goal.

In recent years, aid for COVID-19, Ukraine and spending on refugee costs in donor countries have absorbed all increases
in aid spending from DAC countries (Chart 7).
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Chart 7: ODA from DAC countries, 2015-2022
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Aid from the EU, US and China

At around €20 billion, the EU’s assistance to Africa is the most critical single aid flow globally and accounts for around 46%
of global aid to Africa, the bulk of which goes to sub-Saharan Africa. The reasons are apparent: Europe is connected with
Africa through shared histories, languages and physical proximity. The dramatic ODA cuts from the US to Africa in 2025
mean that aid from Europe will become even more important.

For its 2021-2027 Multiannual Financial Framework, the EU is merging several development instruments into a
consolidated body, the Development and International Cooperation Instrument, which will receive €70.8 billion (US$83.6
billion). Of this amount, €26.0 billion (US$30.7 billion) will go to sub-Saharan Africa. The 2022 EU-AU Summit subsequently
approved partnerships in five key areas: green transition, digital transformation, sustainable growth and jobs, peace and
governance, and migration and mobility. The EU's intent to move beyond a donor-recipient relationship to achieve a more
mature engagement was first captured in the 2007 Joint Africa-EU Strategy (JAES).

However, recent domestic budgetary pressures have led many European countries, like Germany, the second-largest ODA
provider in absolute terms, to cut more than €4.8 billion (US$5.3 billion) in development and humanitarian assistance
between 2022 and 2025. Similarly, France reduced its 2024-2025 ODA budget by over US$1 billion, while the United
Kingdom (UK) cut more than US$900 million after almost £1 billion (US$1.28 billion) was diverted to housing asylum-
seekers in the country. In 2025, the UK government also announced that it would reduce its development cooperation
budget from 0.5% of GNI to 0.3% by 2027 to accommodate an increase in defence spending. Similarly, in 2024, the
Netherlands' Minister for International Trade and Development Aid announced a planned annual reduction of €2.4 billion
in Official Development Assistance (ODA) by 2027. Finland will also cut its ODA budget by 25% between 2024 and 2027,
while Belgium has announced a similar 25% reduction over five years, starting in 2024.

Smaller donors, including Denmark, Ireland, Italy and Norway, have opted to increase or maintain their funding levels.
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Early in 2025, US President Donald Trump abruptly halted all foreign development assistance funding for 90 days, with
limited exemptions for vital humanitarian aid, while determining whether to continue, modify or cancel future assistance.
The decision marked a stark departure from previous aid policies, justified by the second Trump administration's claim
that US foreign assistance was misaligned with American interests and global stability.

On the one hand, the Trump administration’s decisions on aid present other partners, Europe and China in particular,
with significant opportunities to advance their influence in Africa. However, the dramatic reductions will severely affect
Africa. Before the 2025 cuts, annual US aid allocations for Africa typically fluctuated between US$7.7 billion and US$8.3
billion in inflation-adjusted dollars from FY2012 to FY2022. While not a traditional aid donor in the OECD sense, China
remains a significant source of concessional loans, infrastructure financing and grants through its Belt and Road Initiative.
Its focus areas are transport, energy, digital infrastructure and medical aid.

In 2018, China established the China International Development Cooperation Agency (CIDCA) to coordinate aid and, early
in 2021, published a White Paper on development cooperation that outlines its support for endogenous growth. However,
unlike most Western countries, Chinese development assistance is managed by several government departments, with
the bulk handled by the Ministry of Commerce.

Sources differ widely in their calculations of the amount of Chinese money that qualifies as aid instead of loans, estimated
at US$3.01 billion in 2023. The bigger portion likely went to Africa, but how much of this would qualify as aid is unclear.

Most of the aid (roughly 70%) from the US supported health programs, particularly HIV/AIDS relief, followed by efforts to
combat malaria. US assistance has also sought to foster agricultural development and economic growth; strengthen
peace and security; improve access and social service delivery; and strengthen democracy, human rights and governance.
Broadly consistent with funding trends over the past decade, health programs comprised approximately 73% of the
FY2024 proposal for Africa.

Ironically, the previous Biden administration had sought to revitalise ties with Africa. However, it has maintained and
sharpened the focus to counter China and Russia’s growing influence on the continent. Its 2022 Strategy towards sub-
Saharan Africa sought to reframe Africa’s importance to US national security interests.

D AFRICA FINANCIAL FLOWS FORECAST : THEMATIC FUTURES © 2026 AFRICAN FUTURES & INNOVATION
PROGRAMME


https://www.devex.com/news/devex-newswire-trump-wastes-no-time-on-foreign-aid-climate-and-health-109083
https://crsreports.congress.gov/product/pdf/R/R46368
https://carnegieendowment.org/research/2019/09/the-ins-and-outs-of-chinas-international-development-agency?lang=en
https://www.sais-cari.org/data-chinese-global-foreign-aid
https://crsreports.congress.gov/product/pdf/R/R46368
https://sgp.fas.org/crs/row/R46368.pdf

Donors and sponsors

Hanns I B Sweden

; ] . HUMANITY
///Eﬁh‘}ﬂaﬁm I B Sverige AUDAEAR

AFRICAN UNION DEVELOPMENT AGENCY U N | T E D

Reuse our work

* All visualizations, data, and text produced by African Futures are completely open access under the Creative Commons BY license. You have the
permission to use, distribute, and reproduce these in any medium, provided the source and authors are credited.

The data produced by third parties and made available by African Futures is subject to the license terms from the original third-party authors.
We will always indicate the original source of the data in our documentation, so you should always check the license of any such third-party data
before use and redistribution.

All of our charts can be embedded in any site.

Cite this research

Kouassi Yeboua and Jakkie Cilliers (2026) Africa Financial Flows Forecast . Published online at futures.issafrica.org. Retrieved from https://futures.
issafrica.org/thematic/10-financial-flows/ [Online Resource] Updated 28 May 2026.

AFRICA FINANCIAL FLOWS FORECAST : THEMATIC FUTURES © 2026 AFRICAN FUTURES & INNOVATION
PROGRAMME



https://humanityunited.org
https://www.nepad.org/
https://www.sida.se/en
https://southafrica.hss.de/
https://creativecommons.org/licenses/by/4.0/
https://help.tableau.com/current/pro/desktop/en-us/embed.htm
https://futures.issafrica.org/thematic/10-financial-flows/
https://futures.issafrica.org/thematic/10-financial-flows/

ISS| AFRICAN FUTURES

About the authors

Dr Kouassi Yeboua previously worked as a Senior Researcher at AFl, where he led significant ISS studies on the long-term development prospects of the
Democratic Republic of Congo, the Horn of Africa, Nigeria, Malawi, and Mozambique. His research focuses on development economics, macroeconomics, gender,
and economic modeling. He holds a PhD in Economics.

Dr Jakkie Cilliers is the founder and former executive director of the ISS. He currently serves as chair of the ISS Board of Trustees, head of the African Futures and
Innovation (AFI) programme at the Institute's Pretoria office, and an extraordinary professor at the University of Pretoria. His 2017 best-seller Fate of the Nation
addresses South Africa’s future from political, economic and social perspectives. His three most recent books, Africa First! Igniting a Growth Revolution (March
2020), The Future of Africa: Challenges and Opportunities (April 2021), and Africa Tomorrow: Pathways to Prosperity (June 2022) offer rigorous analyses of the
continent as a whole. From August to December 2025, Cilliers was a Richard von Weizsacker Fellow at the Robert Bosch Academy in Berlin.

About African Futures & Innovation

Scenarios and forecasting can help Africa identify and respond to opportunities and threats. The work of the African Futures & Innovation (AFI) program at the
Institute for Security Studies aims to understand and address a widening gap between indices of wellbeing in Africa and elsewhere in the world. The AFI helps
stakeholders understand likely future developments. Research findings and their policy implications are widely disseminated, often in collaboration with in-country
partners. Forecasting tools inspire debate and provide insights into possible trajectories that inform planning, prioritisation and effective resource allocation. Africa’
s future depends on today's choices and actions by governments and their non-governmental and international partners. The AFI provides empirical data that
informs short- and medium-term decisions with long-term implications. The AFl enhances Africa’s capacity to prepare for and respond to future challenges. The
program is headed by Dr Jakkie Cilliers.

The opinions expressed do not necessarily reflect those of the ISS, its trustees, members of the Advisory Council or donors. Authors contribute to ISS publications
in their personal capacity.



https://futures.issafrica.org/books/fate_of_the_nation
https://www.jakkiecilliers.org/africa-first
https://www.jakkiecilliers.org/the-future-of-africa
https://futures.issafrica.org/books/

	Financial Flows.
	Foreign Aid to Africa
	Kouassi Yeboua and Jakkie Cilliers


	Table of contents
	Foreign Aid to Africa
	Overview
	Aid effectiveness
	Aid from the EU, US and China
	Donors and sponsors
	Reuse our work

	Cite this research
	About the authors
	About African Futures & Innovation

