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	Abstract
Background – Many developing countries use foreign aids that are grants and concessionary loans from developed countries and international organizations to fuel economic growth. However, there is a long inconclusive debate amidst economists and policymakers in national as well as international level whether the economic growth relies on foreign aids or not. 
Purpose – In this paper, we attempt to analyze the impact of foreign aids on economic growth in South Asia. South Asian countries heavily depend on foreign aids to finance development projects and day to operations. Therefore, the region provides a strong background to address the relationship between foreign aids and economic growth.  
Design/methodology/approach – Macroeconomic data of four South Asian countries, namely, India, Pakistan, Bangladesh, and Sri Lanka, from 1990 to 2015 were employed. We considered foreign aids as a significant determinant of economic growth in the extended neo-classical growth model. In the paper, we applied both fixed effect and random effect models, and the random effect model was selected based on the Hausman test results.  
Findings – The results suggest that capital, which is measured by gross capital formation, is the main determinant of economic growth in South Asia.  In addition, human capital plays a significant role in achieving economic growth. However, the impact of foreign aids on economic growth is not significant. Therefore, an excessive focus of poor countries on foreign aids should be discouraged as it does not stimulate economic growth. Instead, it is recommended to facilitate foreign direct investments in physical and human capital to achieve rapid growth in South Asia.
Research limitations– Due to the data limitations, four South Asian countries, namely, Nepal, Bhutan, Maldives, and Afghanistan are excluded from the analysis.
Originality/value – There are several studies that addressed the impact of foreign aids on economic growth using country-level data.  However, this is the first study that applies panel data to address the impact of foreign aids on economic growth in South Aisa.  
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