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Week 5 Discussion 2: The Impact of Foreign Aid in Developing Entrepreneurship and Innovation
Leveraging innovation and entrepreneurship to promote economic growth has both negative and positive effects in different economies. This is because using innovation and entrepreneurship to realize economic gain can backfire if entrepreneurial activities fail to bring the required profits to sustain enterprises’ growth. Furthermore, innovation can create new products and services, but the market may not easily accept the innovated ideas which can lead to lower gains and further discouragement of innovation and entrepreneurship. Despite some nations' efforts in attracting foreign aid to develop their economies, instances of poverty have continued to dominate most of these receiving economies (Karanda & Toledano, 2018). In Zimbabwe, for example, massive foreign funds have been channeled to support infrastructure developments (Karanda & Toledano, 2018). This has benefited entrepreneurship by availing services that support transport, communication, education, and healthcare while avoiding poverty reduction that entrepreneurship is supposed to address in most economies (Karanda & Toledano, 2018). This scenario occurs because the finances from foreign aid and foreign investment have been spent on issues that do not generate income, such as entrepreneurship and innovations.  The result of this is inhibited efforts towards attaining the entrepreneurship culture and innovation in the economy. Thus, foreign aid and foreign investment work against entrepreneurship and innovation in this case of the receiving economies.
Moreover, foreign aids can help the source of the aid to gain advantages as it denies the receiving economy opportunity to grow. South Korea is reported to have 65% of its exports being generated from foreign direct investment through its existing firms in other economies (Yang, 2012). The revenue generated through this is rolled back to the economy to finance more small businesses which increase entrepreneurship activities in the nation (Yang, 2012). As a result, the created businesses and enterprises contribute to more exports. The Korean-based entrepreneurs, in this case, gain through financial support from their government and can innovate and invest further for export purposes while the destination of their exports remains unproductive due to high competition from incoming goods. The entrepreneurs from the economies they invest in suffer due to limited opportunities occasioned by the dominant foreign firms that deny them the chances to succeed. This case explains the importance derived from foreign investment by the investing nation and the limitations it has in the receiving economies.
Another case of foreign aid is witnessed between the British Community enterprises and the American community development corporations (Varady et al., 2015).  The British Community was successful in backing entrepreneurs to solve social problems in the venerable neighborhoods while the American Community had no impact on supporting the local entrepreneurs to revitalize their economies (Varady et al., 2015). After the 2008 economic depression, these two countries chose to help the affected communities like African states. The internal entrepreneurs who received support from the British side successfully invested the money to solve their problems like unemployment and housing shortage while those who got support from the US failed to wisely invest that in the entrepreneurship industry (Varady et al., 2015).  These two cases present mixed instances to the discussion where help from the British encourages entrepreneurship while that from America, which the receivers misappropriated, discourages entrepreneurship. Consequently, foreign aid can boost and hinder entrepreneurship and innovation in the receiving economies.
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