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AID, PERFORMANCE, SEIF-HELP, AND NEED

by Alen M. Strout and Peul G. Clark

I. Objective of This Study

Those who participate in the foreign aid process are aware of th>
many factors influencing aid flows to a perticular recipient. Bilateral
flows are affected by foreign policy considerations, expectations of
foreign exchange receipts from other sources, and judgments of the
country's ability to absorb and use aid effectively. Multilateral flows
often depend upon project availability, considerations of "aid worthiness",
and & concern for a roughly equitsble distribution of available funds
emong the various claiments. To pretend that any simple logic applies
to the flow of foreign aid is thus to ignore reality.

Reality, in short, is complicated. Aid decisions on individual
countrieg are based on & wide range of country information, analyses,
and judgments of country specialists. The decision msakers pay particular
attention tc changes in country circumstances from year to year. Pre-
liminary rec mmendations may be modified by the competing demands of
other country programs, by worldwide budgetary constraints, or by other
rressures external to the aid administration.

Nevertheless, the logic of the decision-making yrocess calls for
inter-country comparisons. They are needed routinely when limited aid

funds are rationed among competing claimants. Explicit comperisons are
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also necessary to evaluate the past effectiveness and rationality of
the aid-allocation procedures. In this paper we attempt to provide a
systematic although rather simple framework within which to clarify
decisions based upon inter-country comparisons. More specifically, we
examines and attempt to measure three inter-country standards which are
frequently regarded as important to country aid decisions:

1. Growth performance, as reflected in a set of statistical
indicators of recent economic expansion and allocation of
resources to growth.

2. Policy performance, or self-help, as reflected in development
policies actually pursued as comvared with policies which might
reasonably be expected.

3. Income and balance of payments need, as reflected in the level
of per capita income and in the gap between "normal" imports
and actual export earnings.

With respect to these three standards, we consider the following
questions: (a) Can we construct useful measures of growth performance,
self-help, and need for inter-country comparisons? (b) How are a
sample of 40-odd less developed countries distributed according to the
measures devised? 1In particular, where do a smaller group of countries
of particular A.I.D. interest stand? (c) How much assistance are these
different less developed countries receiving? (d) To what extent are

aid receipts correlated with the three standards?
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A fairly simple statistical methodology is used throughout most
of th2 paper, befitting the relatively crude nature of our suggested
measures of growth performance, policy performance, and income and
balance of payments need. Heavy reliance is Placed on ranking of
indicators and on simple rank correletions in an effort to eliminate
the undue weight of extreme cbservations. In the fipal section, how-
ever, we try to consider a number of these and other factors in com-

bination, using a more complex statistical procedure.

II. Growth Performance, 1961 - 1967

The concept of a developing country's economic or development
rerformance can cover many different phenomena. The growth process
consists of a complex and convoluted series of cause and effect
relationships ranging from plans and rhetoric to eventual improvements
in the level and conditions of living. Performance can apply to the
effectiveness of pursuing either intermediate or ultimate goals and can
be observed at a wide variety of points in the development process.

Thus performance can include such diverse aspects as (&) choice of
effective policies to promote desired growth and development; (b) effec-
ive implementation of policies chosen; (c) mobilization of additional

resources for growth and development; (d) efficiency of use of both
domestic and foreign resources; (e) structural and other changes
nec2ssary for longer-run economic, pelitical and social growth; (f) final

effects on level and distribution of income and welfare.
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In this section our discussion of growth performance relates in
principle to such elements as (c) through (f) above. (Our analysis of
policy performance in the next section relates to elements (a) and
(b).) In practice we have identified seven statistical indicators of
growth performance covering & fairly wide variety of the structural
change, growth and resource mobilization phenomena:

Growth of real gross national product

Growth of agricultural production

Growth of investment

Growth of exports

Growth of government rewenues (in real terms)

Increase of cost-of-living (lower increases considered
preferable to higher)

- Marginal nationsl savings from increases in GNP

Although GNP growth is often teken as a single measure of growth
performance, this is usually done for reasons of convenience, and we
prefer employing & set of indicators which reflect other aspects of
good growth performance. Thus if two countries have the same GNP growth
but differ in other respects, our approach suggests that the better
performance is then determined by more rapid export growth, smaller
increases in cost of living, higher marginal savings, etc.

The rationale of these other indicators is partly that they may be
forerunners of subsequent acceleration of GNP growth -- e.g., growth

of investment, growth of exports, lower inflation, higher marginal
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savings. It 1s also partly that they are desirable featuree of the
develoment process even if they could be obtained only at some cost
in GNP growth -~ e.g., growth of agricultural production for its
assumed widespread income benefits, growth of govermment revenues to
meet rising demands for public services.

We have rejected a number of indicators (growth of non-agricultural
product, growth of imports, growth of government expenditures, etc.)
because they are so closely related to the measures chosen that they
do not add greatly to our knowledge. Some rotentially desirable in-
dicators (for exsmple, measures of income distribution and of .social and
political progress) have been omitted for lack of information or agree~
ment upon a suitable measure. The list also excludes any explicit
resource efficlency measure, largely beeause the most commonly used
indicatcr, the gross incremental capital-output ratio, is dominated by
its -rery high correlation with GNP growth rates.

The seven growth performance indicators have been computed for
43 developing countries during the period 1961/3 to 1965/7. With the
exception of govermnment revenues and cost of living, the same indicators
are availasble for a prior period, 1957/9 to 1961/3. The countries are
listed in Teble A-1; they include a number of recent "aid graduates"
(Iibya, Greece, Taiwan, Iran) as well as some of the very poorest of
the developing countries. It should be noted, however, that several
important developing countries (notebly Algeria, Congo(Xinshasa),
Nigeria, Afghanistan, the U.A.R., Burma, and Indonesia) have been cmitfed

for lack of recent data.
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Table 1 gives the nedian and quartile velues for the seven growth
performance indicators. Over the period 1961/63 to 1965/67, the
median country in this sample had & real GNP growth rate of 5.7% -~
well over the 5% United Nations target for the Decade of Development.
The GNP growth was exceeded by median growth rates in the order of
9% for gross investment, export earnings (in current U.S. dollars),
and government revenues (deflated by changes in the cost of living).

The median annual export growth rate of 9.3% was particularly notable

and probably reflects some of the causal factors behind the GNP, invest-
ment, and government revenues growth. (Note that median export growth
increased more dramatically than any of the other growth rates over the
earlier period.) Median agricultural production growth wes lower than

in the earlier period, and was only equal to the median population growth
rate. Medien marginal savings, at 15% of GNP, was substantial and in
excess of average savings, though down slightly from the earlier period.
The medien cost,of living increase was & recpectable 2.8%, and only

10 of the 43 countries had inflation rates exceeding 5.9%.

At the high performance end of the scale, one-fourth of the coun-
tries had GNP growth rates exceeding 6.4% annually. Upper quartile invest-
ment and government revenue increases were in the order of 11-12%, and
the upper quartiie export growth rate was a high 13%. Ten of the
countries increased agricultural production at rates in excess of 4.8%
ver year. Marginal saving among the better performing countries were

also quite commendable with an upper quartile figure of 32% of GNP.



TABLE 1

SELECTED PERFORMANCE INDICATORS, 1957-1967*
43 Developing Countries

Lower Quartile Median Upper Quartile
5779- 61/3- 57/9= 61/3- 57/9- 61/3~
61/3 65/7 61/3 65/7 61/3 65/7
Indicator
Annusl Compound
Growth Rates (%):
GNP 3.3 3.6 k.5 5.7 6.0 6.4
Agri. Production 2.6 1.1 3.h 2.9 5.8 4.8
Exports 2.3 L1 5.0 9.3 8.4 13.0
Gross Investment 1.0 5.0 5.7 9.3 10.1 11.8
Govt. Revenues (ne) 5.7 (ne) 8.6 (ne) 10.8
Cost of Living (ne) 5.9 (ne) 2.8 (ne) 1.6
Marginal Savings .03 .03 «17 .15 25 .32
Memorandum item:
Population growth
rate (%) 2.5 2.4 2.9 2.9 3.2 3.4

nc = not calculated

*In all cases indicators are based upon three~year averages of the data for
the periods shown in the column headings. "57/9" should be interpreted,
for example, as a three year average of the years 1957, 19%8, and 1959.

Source: AID/PPC/PFD Machine Run 5 of Dec. 11, 1968, pp. 76=79
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Correlations auong the seven performance indicators are given in
Teble 2. Also shown is a measure of overall performance, which is
the ranking derived from unweighted sums of the seven individual
performance ranks. Population growth is included for reference.

There is with one cxception a positive correlation among the individual
measures ranging from about .1 to about .7. Since the correlation in
most cases 1s significantly less than 1.0, each indicator contributes
at least some new information.i/

In general the indicators which are less closely associated with the
others and with the overall measure (and hence contributz the most new
information) are the cost of living, agricultural production, and
marginal givings. GNP, gross investment, exports, and govermment revenues,

on the other hand, are more highly related to one another and in turn to
o/
the overall performance indicator.

17 The standard error of the rank-order correlation ccefficient for
43 observations is about .15. Using a significance level of .05,
this suggests that the coefficient must exceed about .29 to be cone
sidered "significantly different from zero," and must b= less than
about .58 to be considered "significantly different from one." See
James V. Bradley, Distribution-Free Statis*‘'cal Tests (Prentice-Hall,
1968), pp. 9°-96, for & discussion of renk-order correlations when
the true populntion ernefficient is zero, and see Maurice Kendall, Rank
Correlation Methods (Charles Griffin & Co., London, 1955), pp. 60-65
for tests in the non-null case.

g/ A further observation, which sounds a note of caution in interpret-
ing these indicators, is the rank correlations for five of the per-
formance indicators between the 1957/59-1961/63 veriod and the 1961 /63-
1965/67 period. The correlations over time were only moderate for GNP,
agricultural production, and exports (.46, .37, and .48 respectively,
and were quite low for gross investment and marginal savings (-.14 and
1T respectiv:ly). Thus the better performing countries in the latter
perlod were not necessarily those of the earlier period, particularl:
in investment and savings performance. This gtudy does not explore
the reasons for this historical shift, but there Is evidence that in

both periods growth performance was related to rt i
available for%ign resources. export earnings and to




TABLE 2

RANK CORRELATIONS AMONG PERFORMANCE INDICATURS
3 Developing Countries, 1661/63 to 1965/67

Annual Compound Growth Rates Marginal Overall
Agri, Cost Savings/ Perfor-
Popula- Produc- Ex- Gross Govt. of GNP mance

GNP  tion tion ports Invest. Revenues Living Ratio Rank

Annual Compound Growth Rates

GNP - 025 .50 068 065 073 0314 -32 .8,4
Population - 018 019 . 28 . OO . 26 bt} 18 ) 16
Agricultural
PI‘Od\lction - .32 .lh’ 328 .u‘g 012 l55

EXpOI‘tS - 062 .63 nll .h6 .77
Gross Invest. -- .58 35 .52 .78
Govt. Revenues - .28 T} .78
Cost of Living -- -.03 .36

Marginal

Savings/GNP

Ratio .61

Source: AID/PPC/PFD Machine Run 5 of Dec. 11, 1968, pp. 82-85 and Dec. 14, 1968,
P. 94; and Machine Correlations of Nov. 27, 1968, p. 57.
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As 8 sumary device it is useful to have one performance measure
rather than seven, and we use the overall performance rank for this
purpose in the remainder of the paper. In spite of its crude
derivation, the overall measure seems superior to the single measure
of GNP growth, as discussed shove. For roughly two out of three cases
the overall ranking differed by more than five places irom the GNP
growth rank. (See Table 3.) T2 most frequent reason for the difference
was higher or lower marginal savings. Other cormon reasons were dif-
ferences in exports, investment, and prices.

Naturally eny summery measure of overall growth performance must be
interpreted with discretion. For exemple, Paragusy gets credit in
Teble 4 for high investment growth and marginal savings, but these
changes, wrile hopeful, occurred from low sbsolute levels and after a
number of years of virtual stegnation. But with this caveat, we suggest
that the overall ranking, interpreted with an eye to its component
indicators, is a meaningful framework for inter-country comparisons of
growth performsnce in the 1960's.

In A.I.D.'s FY 1969 program presentaticn to Congress, 91% of country

development assistance was proposed for 14 countries and 2 regional
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TABLE

COUNTRIES WHERE OVERALL GROWTH PERFORMANCE RANK
DIFFERS BY MORE THAN 5 PLACES FROM GNP GROWTH
RANK, 1961/63 to 1965/67

Overall GNP
Growth Growth
Rank Rank Principal Difference

Overall Growth Performance Juperior to GNP Growth

Paragusy 16 35 High investment growth and marginal savings.

Cyprus 9 27 High savings, agricultural growth; low cost-of-
living increases,

Guatemala 12 26 Low cost-of-1living increases; good export and
investment growth,

Chile 22 31 High savings, exports and government revenue
growth,

Tanzania 7 16 High investment and government revenue growth.

Morocco 32 Lo Strong narginal savings; moderate price increases.

Central

America 17 24 Good export growth; generally low price increases.

Philippines 23 29 Strong savings; good agricultural and export

growth rates.

Overall Growth Performance Inferior to GNP Growth

Israel ol 8 Logiéﬂvsggggn , ;ggggs?nd savings; relatively

Honduras 27 15 Relatively weak savings, exports and investment
growth.

Pakistan 30 19 Relatively poor savings and investment growth.

Peru 28 20 Low agricultural growth; high cost-of-1living
increases.

Costa Rica 21 1k Low agricultural growth; poor marginal savings
rates.

Brazil 39 33 Poor investment growth; low marginal savings;
rapid price increases.

Venezuela 29 23 Poor export growth and marginal savings.

Ethiopia 31 25 Relatively low agricultural production, export

growth and marginal savings.

Source: Table A=2.
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TABLE b

Growth Performance, Principal Recipients of U.S. Economi> Assistance
(listed in descending order of overall performance rank)

1961/63 to 1965/67 Growth Performance Indicators Memo
Annual Growth Rates, % Marginal Overall JItem:
Real Agri. Exports Gross Prices Gov't., Savings/ Growth Population
Name GNP Prod. (Value) TInvest. (CLI) Rev. GNP Rank Growth Rate
I. Top Quarter Performers
Jordan 8.6 8.9 13.3 9.9 0.0 10.9 .16 3 2.8
Korea 8.7 6.6 30.0 18.1 17.1 12,1 .34 L 2.7
II. Becond Quarter Performers
Turkey 6.4 3.7 10.0 11.8 5.8 6.6 .34 15 2.4
East Africa:
Kenya (5.9) (5.0)  (6.8)  (9.3) (2.3) (8.2) (.1&; (19) (2.9)
(Tanzania )&/ (6.0) (b.4) (10.0) (16.2)  (2.4) (11.9) (.32 (7) (2.9)
(Uganda) (5.7) (1.1) (2.2)  (11.3) (4.8) (9.9) .08) (25) (2.5)
Central America:b/ 5.6 3.2 12.3¢/  10.8 1.6 8.6 .07 17 3.4
Costa Rica (6.0)  (0.6)  (9.9)  (9.3)  (1.5) (11.9) (-.02) (21) (3.5)
(E1 salvador) (5.7  (0.5) (10.0) (12.6) (0.8) (3.9) (.10) (=20) (3.4}
(Guatemala) (5.2) (3.7) (13.0) (11.8) (0.0) (9.2) (.15) (12) (3.33
(Honduras) (Lb.7)  (B.0)  (15.7)  (6.5) (2.8) (5.0) (.01) (26) (3.4
(Nicaragua) (6.4) (7.0) (13.8) (12.0) (2.7) (10.8) (.03) (10) (3.5)
Bolivia 5.7 0.6 18.5 10.6 5.9 9.7 .32 18 2.3
Chile L.6 1.2 13.4 5.0 29,6 13.2 .39 22 2.4
III. Third Quarter Performers
Peru 5.7 0.1 8.8 11.7 8.9 12.1 .21 28 3.1
Pakistan 5.7 2.7 8.7 5.0 L.L 11.8 .01 30 2.6
IV. Bottom Quarter Performers
Tunisia 3.5 0.6 h.0 T7 3.7 8.0 .09 34 2.3
Colombia L) 2.0 4.0 2.6 1.0 3.3 .15 36 3.2
Brazil 3.6 2.9 6.0 -3.h 55.9 7.4 -.08 39 3.0
Dominican Republic 2.0 -1.2 -2.h4 11.8 2.9 -2.0 -.03 Lo 3.6
Ghana 2.3 1.7 -1.2 5.2 9.6 2.7 .08 L1 2.7
India 3.0 0.0 2.1 3.1 9.7 L.8 .0l 42 2.4
Indonesiad/ - - -1.7¢/ - - - - - 2.h
8/ Largely based on data for Tanganyika.
E/ Upon combined figures for the five countries shown below,
g/ Includes exports to other Economic Community members.
_/ Assignment based upon general observation, lacking sufficient data.
e/ Value of commodities only; IMF, International Financial Statistics, September 1968,

Source: Table A-l
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groups of countries.é/ This list of countries and regional groups,
each of which was scheduled for $15 million or more of the FY 1969
funds, can be used to identify "principal U.S. development aid
recipients." How has this group of countries performed within the
growth indicator framework just described?

Teble 4 provides the relevant details and reveals that two countries
were among the best (top quarter) performers, five were among the good
(second querter) performers, two exhibited mediocre (third querter)
performance, and seven recorded relatively poor (bottom quarter)
performance when judged by the records of the 43 countries examined.
Thus the principal A.I.D. recipients were scattered amcross the entire
range of growth performance but with more toward the bottom than the

top of the range.

37 See A.I.D., "Program and Project Data, Presentation to the Congress -
FY 1969." Development assistance is defined here to include only
development loans and technical assistance, and to exclude Supporting
Assistance and PL 480. On this basis the top reciplents in terms of
descending absolute A.I.D. program magnitudes were: India, Brazil,
Pakistan, Colombia, Central American Economic Community (Coste Rice,
El Salvador, Guatemale, Honduras, and Nicaragua), Chile, Turkey,
Indonesia, Korea, Peru, Dominican Republic, Bolivia, Tunisia, Ghana,
Jorden, und East Africa (Kenya, Tanzania, and Uganda). If Supporting
Assistance were included, laos, Thailand, and Vietnam would be added
to the list; if PL 480 were included, additions would include Morocco,
Philippines, and Congo(K). In the various statistical investigations
Indonesia has been dropped for lack of past performance de*a, East
Africa has been treated as three sepsrate countries, and ;::ntral
Arerica has been treated simultaneously both as regional groups and
as five separate countries. This last procedure involves a small
amount of douole counting, but a fairly large fraction of A.I.D. funds
are for regional use and cannot be allocated among the five countries,
vhile on the other hand, certain other information is only available
by country.



- il -

Among the best performing countries in the overall sample, Korea
and Jordan were of principal A.I.D. interest in the FY 1969 program.
The high performance group includes in addition Thailand, Cyprus, and
Paname, as well as such "aid graduates" as Teiwan, Libya, Iren, and
Greece. Both Koree and Jordan had strong export, agriculturel end
GNP growth during the period under consideration (before the Areb-
Israecli war in the case of Jordan). Korea had the stronger savings
and investument record of the two countries but also showed & rather
high inflation rate.

The second ranked group of A.I.D. recipients was characterized
by ebove average GNP growth (except for Guatemala, Honduras and Chile),
and by strong export growth (except for Kenya). Chile led all countries
in the U43-country sample in government reveave growth, ranked high in
savings, but suffered from a high rate of inflation. Turkey did as
well as Korea with respect to marginal savings but had a below average
increase in govermment revenues and a higher-than-average rate of ine
flation. Bolivie's strength lay in exports, govermment revenues,
investment growth, and savings, but both price and agricultural per-
formance were poor. In the three East African countries taken together,
the increase in govermment revenues and gross investment was noteworthy
(possibly paralleling increases in export earnings), as was agricultural
production in Kenya and Tanzania. The five Central American countries

did unusually well in limiting price increases and increasing exports;
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their increase in government revenues was about average, and the
marginal savings rates were generally mediocre.

Only two of the major A.I.D. recipients, Peru and Pakisten, were
found.hmong the third quarter performers. Both countries still had
among the best govermment revenue increases encountered, and both
countries' export increases approached 9% per year. Peru during this
reriod also had strong savings, but fell down with regard to agri-
culture and inflation. Pekistan's investment and savings records were
relatively poor.

Seven of the sixteen major A.I.D. recipients feil within the poorest
one~fourth of growth performers. Three of these, Ghana, Indonesia and
the Dominican Republic, have only lately become established on A.I.D.'s
rolls as develomment emphasis countries after veriods of internal disorder.
As will be seen below, two countries, Colombia and India, rank high with
respect to recent self-help actions, and the two remaining countries,
Brazil and Tunisia, showed a number of encouraging recent self-help signs.
(The same was true for the two third-quarter performers, Peru and Pakistan. )
The six bottom quarter performers for which data are available were
generally characterized by low export growth, generally poor price per-
formance, and rather poor records with regard to most of the other indi-

cators.

III. Policy Performance, 1966 - 1968

Major emphasis in discussions of aid allocation is often placed on

policy performance, or self-help, as distinguished from growth performance.



- 16 -

The rationale is partly that good policy performence presumably tends
to precede good growth performance in time. Recent self-help may
thus provide an indicatlon of future growth improvement or deteriora-
tion. Statistical measures of growth performance necessarily cover
a period of at least several years, and almost always reflect pest
rather than current policy activities. Moreover, policy performance
focuses on actions largely under the control of government decision
makers, whereas actual growth performance can be much affected by
uncontrolled influences. In principle, self-help may be considered
equally good if it 1s satisfactorily responsive to either unfavorable
or favorable circumstances. On the other hand subsequent events beyond
a country's control should not necessarily dim (or brighten) our per-
ception of earlier self-help efforts.

Much dehate has been wasted over the question of whether or not to
reward good performence by providing more aid, when in most cases good
performance leads to decreased need for external assistance. Most of
the argument can be resolved by focusing aid increases in support of
improved policy performance. By the time policy actions have led to
1mproved growth performance, and this has been sustained long enough to
glve some confidence that it can be continued, it may then be time to
congider tapering off and ultimately ending an aid program.

Individual country enalyses of policy performance, heavily weighted
.by informed judgments about country policy actions and possibilities, are

essential at this stage of our knowledge. The study summarized
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hereE/ has simply tried to incorporate this approach into a framework
rermitting some degree of inter-country comparisons. The attempt

has been experimental, and the country judgments have been ultimately
those of members of A.I.D.'s Office of Program and Policy Coordination.

The methodology for this experiment started by identifying for each
of 22 aid recipientsz/ & number of policy arees of particular importance
to each country during the past two or three years. Three to six areas
were generally selected for each country. Although fiscal, trade, and
agriculture poilcy were common to most of the countries, other areas
included monetary policy, education, population, industry, private sector,
urban development, regional integration, public administration, rural
develomment, and Internal security. Areas s:2lected were generally those
where the country performance was not already fully satisfactory.

For each of the policy areas chosen in a country, the next step was
to list significant policy actions (as opposed to promises) which had
teken place since 1966. Next, the analyst considered the policy alterna-
tives avallable to the country and attempted to describe a preferable but
feasible set of policy actions. These alternatives were not supposed
to allow for subsequent favorable or unfavorable external developments

A.1.D., Office of Program and Policy Coordination, "Self-Help
Anelysis, 1966-1968" (edited by Barbara Herz), December 1968.
Classified Confidentisl.

5/ See Table A-3 for 19 of the countries covered. Not shown in the
" table are three additional countries evaluated (Afghanistan, Indo-

nesia, and Congo(K)) for which growth performance data were not avail-
able.
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which could not have been foreseen by the actual policy makers.

The country analyst then assessed each of the policy areas in
terme of the gap between actual and preferred policy performance.

In some instences a second and more lenient assessment took into
account internal political and other extenuating circumstances. The
assessments were reviewed by other country analysts for content and
uniformity of treatment. The primary result was thus an explicit and
reasonably standardized set of judgments for each country of how it
performed in the various policy areas most relevant to it.

To permit surmarizing overall country policy performance for the
purvose of tentetive inter-country comparisons, numerical values were
then assigned foo the initial stendardized assessments. These rumerical
equivalents for the various policy areas were then added up and averaged
(without weighting) to provide a summary indication of average policy
performance for each country.

Only a rough indication of overall policy performance (within the
context of this 22-country sample) is given by the quartile assigmnments
shown in Table A-3. (Individual country renks derived from the unweighted
country scores were of course used for the statistical correlations
reported elsewhere in the paper.) Note that a country ranking higﬁ or
low within this sample might fare either better or worse if the com-
pericon were made for o lurger (or different) set of countries.

Since the growth performance measures apply to the period 1961-1967
and the policy performence ratings cover the years 1966-1968, one would

expect little or no correlation except to the extent that countries with
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strong growth continued to underteke policy actions which approached the
ideal. Reverse causality, however, (poor pest growth performance leading
to a determination to improve current Policy performance) might equally
well lead to & negative correlation between the two sets of measures.,
For the 19 countries which ere common to both the h3-country and the 22-
country semples, the simple rank correlation between overall growth

and overall policy -erformence is, in fact, an insignificant -.06. Only
the correlations between recent good policy performance and past high
growth of govermment revenues and low increase in the cost of living
begin to approach statistical significance.é/ Thus the two overall
measures of perfurmance as we have measured them provide largely inde-
pendent informatioi. It will be interesting, however, to test sometime
in the future whet.er 1966-68 policy performance is correlated with, say,
1966/68 to 1970/72 growth performance.

Of greater interest is the fact that a number of countries of
particular A.I.D. interest, which had mediocre or poor pest growth
performance, were judged to have had quite good recent policy performance.

6/ Rank correlations between overall 196G-68 policy performence and
" each of the individual 1961-67 growth performance indicators are:

GNP growth, -.08; agricultural production growth, .16; export growth,

-.07; investment growth, -.17; government revenue growth, .30; cost

of living increase, ~.31 (i.e., there was some association between

good policy performance and larger increases in the cost of living
index); and the marginal savings-to-GNP ratio, -.0k. TFor a 19-country
sample, & rank correlation coefficient of less than .39 would be
rejected as not differing from zero at the .05 significance level,

80 none of these coefficients can be regarded as showing significant
negative or positive correlation.



When judged by the set of growth indicators for the period 1961/63

to 1965/67, Pakistan's performance was mediocre and India's was
relatively poor. 1In each case, however, recent policy actions

Place the country emong the top quarter of policy performers.

Similarly, the past growth records of Ghana, Tunisia, and Colombia

have been rather poor, but above average assessments of recent policy
Performance suggest the possibility of future improvements in growth
performance. In fact, of the 12 principal A.I.D. recipients identified
above and for whom policy performance assessments were made, only one
fell within the bottom quartile of overall policy performance. There
may of course be some bias tending to identify good policies with strong
A.I.D. interest. Our standard procedures were designed to minimize this
bilas, however, and we infer that for the mejority of principal A.I.D.
recipients with mediocre and poor growth records recent volicy per=-

formence was better than past growth would suggest.l/

IV. Need for Ald: Two Measures

Still a third inter-country standard which may be helpful in illumi-
nating decisions about country aid flows is "need". In practice aid
decisions certainly are much affected by judgments of country need. It
may be possible, moreover, to define a reasonebly objective stendard

of relative need based on two measures: per capita GNP (a measure cf

17 Principal A.I.D. recipients for which policy assessments were not
made included Bolivia, the Dominicen Republic, East Africa, and
Jordan. The inclusion of these countries would not alter this
generalization.
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relative poverty) and the import or balance of payments "gap" (a4 measure

of foreign exchange requirements).

Per capita GNP (GDP or national income would serve equally well)
is a relatively straightforward concept and requires no further explana-
tion aside from the usual warning sbout the difficulty of inter-country
welfare comparisons. The presumption is that the lower the per capite
income, the greater the need for external assistance to support an
internationally acceptable pace of development.

An import gap, on the other hand, is a more difficult councept to
define. Because of the stern discipline of forelgn exchange availability,
the actual observed difference between imports and exports rannot diverge
very far or very long from the availability of forelgn aid and other
capitel inflows. To the extent that the actusl gap 1is determined by
aid, gap and aid flow become the same thing, and the actual gap is of no
help in assessing aid distribution. For the present purpose, therefore,
we have specified a country's import needs not in terms of its own
historical behavior but in terms of an estimated norm for & country of
that size and income. The country's estimated import gap is then defined
as the difference between its estimated import norm and its actual export
earnings. If it has relatively low export eariings for a country of
that size and income, and aid has not permitted imports as high as the
norm, the estimated import gap will be larger than the aétual import gep,

and vice versa.
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The method of estimating import norms is based upon independent
studies by Chenery and by Strout (see notes to Table 5) which suggest
that & logarithmic relationship between per capita imports and country
population and GNP has been applicable for a variety of different coun-
try samples (even including developed countries) and has remained
approximately constent during the 1950's and early 1960's. A similar
logaritimic relationship was calculated for our 43-country ILDC sample,
and the results (shown in Teble 5) conform to those of the earlier
periods. Teble 5 also shows an alternative formulation by Strout in
which the explanatory varisble is non-agricultural product rather than
GNP. Using this relationship, the population elasticity does not differ
significantly from zero, and non-agricultural product becomes essentially
the sole determinant of inter-country differences in imports. This
alternative formulation also gives & slightly better statistical fit and
shows less variability of the income elasticity over time. It has been
used in estimating normal imports for this study.g/

The celculated 1965/67 import geps are shown for each of our L3
countries in Teble A-5. The table &lso shows 1965/6T per capita GNP,
and 1t is of iuterest that the rank correlation with the import gap is
low: If the import gap is measured per capita, the correlation is .03;
if it is measured as & share of actual imports, the correlation is .02.
T B/ In most cases country import gep rankings obtained from the two

fPormulations do not differ greatly. The principal exceptions are

Bolivia, Chile and Tunisia, which show a larger import gap oa the

basis of non-agricultural product, and Nicaraguas, which shows a
smaller gap.
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TABLE 5
REIATION OF IMPORTS TO COUNTRY POPULATION AND

GROSS NATIONAL PRODUCT, VARIOUS INVESTIGATORS
(Linear, Logarithmic Functions)

Coefficient Coefficients with Standard
Number of of multiple Errors *

Time Countries determination Inter- Log log log
-Source Period in Sample (§2) cept Pop. GNP Non-agri. GNP
Chenery 1952-54 63 (n.a.) -.385 -.268 .987
(n.a.) (n.a.) (.069)
Strout 1957 35 .840 ~.233 -.171 .921
(.301) (.097) (.117)
Strout 1962 35 .883 -.370 -2k ,981
(.251) (.080) (.096)
This Study 1961/63 43 .870 -.246  -.185 917
(.219) (.07h) (.083)
This Study 1965/67 43 .865 =029  -.177 .87

(.233) (.076) (.086)
Alternative Formulation

Strout 1957 35 876 347 .73k
(.142) (.047)
Strout 1962 35 .900 «364 727
(.129) (.0k1)
This Study 1961/63 L3 .883 .363 .720
(.127) (.040)
This Study 1965/67 43 85U .5kl .685
(.142) (.O4k)
Source:

Chenery: Estimates derived from Hollis B, Chenery, "Patterns of Industrial Growth",
American Economic Review, Sept. 1960, p. 634. Sample included both developed and less
developed countries. Original Chenery regression was based on per capita income rather
than GNP, and on per capita imports. The use of per capita imports does not affect the
value of the regression coefficients (and will not greatly affect the coefficient of
multiple determination), but the use of per capita income renders invalid the intercept
and population standard errors of estimate as originally computed.

Strout: Alan M, Strout, "Savings, Imports, and Capital Productivity in Developing
Countries", paper presented to the First World Congress of the Econometric Society, Rome,
Sept. 14, 1965; Teble 2 and underlying machine runs.

This Study: A.I.D./PPC/PPD Machine Run 5 of Dec. 20, 1968, pp. 9-12. Note that when
log population is included as an explanatory variable along with log non-agricultural GNP,
the resulting coefficient for log population is not statistically significent, and for
this reason the variable has been dropped from the equation shown. %For gimilar equations
in which log population appeared, the t-ratio of its coefficient for 1961/63 was 0.4 and
for 1965/67, 0.1.)
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Thus, if we accept the notion that need is a function of both low income
and balance of payments gap, these two meassures are substantially inde-
pendent dimensions of need.

These two measures of country need have been combined in column 7
of Table A-5 by simply adding the rank of per capita GNP to the rank of
the import gap (expressed as share of actual imports) and then assigning
new ranks to the total.g/ This combined renk is taken as our overall
measure of need: ald needs are presumed to be greatest for countries
with large geps between import norms and actual export earnings and with

low per capita incomes.

V. Relative Ald Flows

Foreign aid decisions are typically made in terms of absolute flows,
particularly increases or decreases from previous years in view of changes
in circumstances. Meaningful inter-country comperisons, however, must
consider aid flows in relation to some measure of country size.

The most common deflator is population, and the result of comparing
aild flows per capita is that Israel, a small country, is described as
a high aid recipient, while Indie is near the bottom of the list of aid
recipients.

9/ This procedure of combining the two ncsed measures does not sacrifice
a great deal of information. If the two measures were kept as two
independent variables affecting relative aid flows, for example,
the simple (multiple) correlation coefficient would be .76. In the
combined form described here, however, the simple correlation does
not change, indicating that the statistical association is as strong

with the unweighted, combined measure as with the most favorsble weight-
ing of the two separate need measures.
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However, small countries tend to have more imports on a per capita
basis then do countries whose large internal markets and diverse re-
sources meke it profitable for them to manufacture or produce a wider
veriety of goods. Aid flows, in turn, are generally used to help a
country purchase needed imports. As a consequence, when other con-
siderations are equal, small countries with high per capita import needs
also tend to be high per capita aid recipients. Israel has historically
been a high per capite aid recipient at least partly because it has a
small population., India, on the other hand, has historically received
relatively low amounts of per capita aid, but India's per capita foreign
exchange needs are also lower, and the use of ihe aid-per-capita measure
may thus give a misleading picture of the adequacy of aid flows to India
in contrast to some smeller country.

Because the aid per capite measure is heavily influenced by country
size, and carries an implication that aid ought to be distributed on a
per person basis, we prefer an aid deflator such as imports or investment.
Both of these deflators permit meaningful comparisons among different
sized countries, and both are measures of the critical and scarce re-
sources which aid flows are supplementing. Between aild as & share of
investment and aid as & share of imports, we prefer the import measure
since import shortages are probably & more common growth constraint
worldwide than are capital shortages.

While preferring the aid/import measure, for the purposes of this

peper we have measured aid flow in all three ways: in relation to population,



in relation to imports, and in relation to a country's gross investment.
Under these alternative measures, Israel ranks first us & per capita recipi-
ent of 1965/67 aid from all DAC countries plus multilateral agencies, hut
22nd in terms of gross investment and 23rd in terms of imports. India,
on the other hand, ranks 35th with respect to per capita aid, but 12th
in terms of aid as a share of investment and first in terms of the
share of imports financed by foreign assistance. We conclude, therefore,
that in a meaningful way India is receiving relatively more aid than
Israel. (See Table A-U for further country details.)

There are also a number of possible definitions of absolute aid
flows. We have focused on total official flows from all DAC countries
Plus multilateral agencies, as reported in DAC statistics. These are
disbursements net of repayments, and do not include private capital
flows. As a more direct measure of U.S. interest, we have also con-
sidered A.I.D. country program levels as published in the FY 1969
Congressional presentation. These are proposed commitments rather than
actual disbursements, and refiect Judgments made in the autumn of 1967,
but not the additional constraints later imposed by the Congress. Table A-4
also shows 1965,/67 results for disbursements arising from all U.S. economic
ald programs -- part of the DAC-plus-multilateral total. This U.S.
portion, however, was rather closely correlated with the total DAC~-plus-
multilateral flows (rank correlations ranged from .85 to .89), so we

have not considered this measure further in this paper.
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Teble 6 shows the ranx correlations among these selected measures
of aid flows. Looking only at total aid from all DAC members plus
multilateral organizations, it is apparent that the correlation between
the import measure and the per capita measure is comparatively low
(.37), while the correlation between the import measure and the invest-
ment measure is high (.86). Looking only at proposed A.I.D. FY 1969
programs, again the import measure is less correlated with the per capita
measure than with the investment measure. The A.I.D. FY 1969 programs,
in turn, are only moderately correlated with total aid from all sources.

During 1965-67, DAC-plus-multilateral aid disbursements to the
median aid recipient (in the 43-country sample) averaged 9 percent of
imports, but a quarter of the countries received more than 15 percent,
and a guarter less than 5 percent. (See Table 7.) Thus there was a
quite wide variation in aid receipts by individual countries. The ratio
of the upper to lower quartile aid receipts was sbout the same for all
three aid measures, however: suggesting that aside from a few extreme
values there was roughly equal varigbility in country aid receipts
regardless nf how measured. The country distribution pattern of the
FY 1969 A.I.D. request ves similar to that for totel aid with respect to
the import and investment ratios, but showed even more variation on a
per capita basis. It is important to reemphasize that the aid ratios
chosen for inter-country analysis reflect different phenomena and result
in different assessments of high and low aid recipients. This is shown

in Teble 8 where countries are listed which in 1965/67 had aid/import
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TABLE 6

RANK CORRFLATIONS AMONG VARIOUS AID MEASURES
}43-COUNTRY SAMPLE

DAC & Multilateral A.I.D. Program Rejuests,
Disbursements, 1965/7, FY 1969, as ratio to avg.
as ratio to: 1965/67 values of:

Pop. Invest. Imports Pop. Invest. Imports

DAC plus Multilateral as ratio to:

Population -- .52 . .37 .50
Tnvestment -- .86 .59
Imports - .70

1969 A.I.D. Prosram Reguest as ratio to:

Population .- .83% 62%

Investment -- .B83%

Source: ATD/PPC/PPD Muchine Correlations of 11/27/68, p. LO:
Machine Run 5, 12/11/68, v. 82.

% Adjusted to exclude ten zero entries.



TABLE

DISTRIBUTION OF AID FLOWS WITHIN 43-COUNTRY SAMPLE:
DAC & MULTILATERAI, DISRURSEMENTS, 1965/67, and FY 1969 A.I.D. REQUEST

Multilateral and DAC FY 69 A.I.D. Program

as Ratio to: Request as Ratio to Avg.
1965/67 values of:¥*

Imports Invest. Pop. Tmports Investi. Pop.

($/8)  ($/$)  ($/pers) (¢/8)  (§/8)  ($/Pers)

Upper Quartile .15 2k 8.49 .09 .09 5.10
Median .09 AL 5.30 .05 .06 2.51
Lower Quartile .05 07 2.76 .02 .03 .66

Source: AID/PPC/PPD Machine Run 5, 12/9/68, pp. 75-76. See also Table A-k.

* Quartiles are based upon that subsample of 34 countries to which A.I.D.
proposed economic assistance in FY 1969.
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TABLE 8

COUNTRIES IN WHICH PER CAPITA AID RANK
DIFFERS SUBSTANTIALLY FROM AID/IMPORT RANK,
DAC & MULTITATERAL DISBURSEMENTS, 1965/67

I. Aid/Import Rank Exceeds Per Capita II. Aid/Import Rank is less than
Rank by 10 or more

Per Capita Aid Rank by 10 or more

1966 Rank of Aid 1966 Rank of Aid

Pop. as a ratio Pop. as a ratio
Country (mil) to: Country (mil.) to:
Name Imports Pop. Name Imports FPop.
Indis 502 1 35 Cyprus 1 35 8
Ethiopia 23 10 40 Israel 3 23 1
Pakistan 119 2 27 Nicaragua 2 31 10 |
Brazil 83 16 33 Panama. 1 22 L
Tanzania 11 14 29 Venezuela 9 39 11
Sudan 14 25 39 Honduras 2 37 12
Uganda 8 19 31 Costa Rica 2 21 7
Turkey 32 6 18 Greece 9 Lo 28
Korea 29 3 13 Malaysia 10 38 26

Peru 12 32 21

Source: AID/PPC/PFD Machine Run 5, 12/9/68, pp. 75 and 87.
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ranks differing by 10 or more places (1 uartile) from their per capita
ald ranks. Nineteen of the 43 sample countries fall within this cate-
gory. Country population size is the most important factor aessociated
with the differences in rankings: the countries in which the per capita
aid rank exceeded the aid/import rank were generally small, while the
opposite was true for countries in which the aid/import rank exceeded

the per capita aid rank.

VI. Relation of Aid Flows to the Three Inter-country Standards

The question remains as to whether actual aid flows bear any dis-
cernible relationship to our measures of past growth performance,
more recent policy performance, or a country's need for aid. In keeping
with the simple statistical methodology used above, we examine this
question by first looking at rank correlation coefficients and then by
focusing on the 16 recipients of principal A.I.D. developmental interest.
As a final step, we will also analyze the three standards taken in com-
bination.

Teble 9 summarizes the rank correlations between our two principal
aid measures and our three performance and need standards. Per capita
aid, whether in terms of DAC-plus-multilateral disbursements or A.I.D.
program requests, bears almost no significant relationship to any of the
three stendards. Aid as & share of imports, on the other hand, is
rather strongly and positively related to need as we have measured it.
The correlation for total DAC-plus-multilateral aid is .76, and that for

A.I.D. assistance is .67. High relative aid is fairly strongly
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Table 9

Rank Correlation betweer. Aid Flows and Recipient
Growth Performance, Policy Performance, and Need,
1965/67 and FY 1969

Overall Growth Policy (Self-help) Average of per
Performance, Performance capita GNP &
1961/3 to 1855/7 1966-68 import gap 1965/67

19 obs J' L3 obs 19 obs 43 obs 19 obs 43 obs

1965/69 DAC & Multilateral Aid Disbursements

a8 ratio to:

Imports -.43 -.18 .56 - % .61 .76
Investment -.27 -1k .38 - % .26 .56
Population .08 .09 -.06 - # -.38 =e10

FY 1969 A.I.D. Request as ratic to average

1965/67:
Imports -1k -.20 .56 - * 53 67
Investment .07 -.11 .32 - * .1k 53
Population .15 -.12 -.27 * -.48 .36

Source: AID/PPC/FPPD Machine Run 5, 1/2/69, pp. 39, 40, 6k, 65.

#Self-help rankings available for 19 countries only and therefore this
correlation cannot be calculated.
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associated with good policy performance, as indicated by a rank corre-
lation of .56 for both DAC-plus-multilateral and A.I.D. assistance.

Aid as a share of imports has a barely significant negative correlstion
with past growth performance, on the basis of all four cases in the
table. Thus, aid flows (as we prefer to measure them) appear to have
little relationship to past growth performance, a significant positive
relationship to recent policy performance, and a clear positive relation-
ship to our combined measure of country need.

Note in this last connection that the correlation between aid and
the combined need measure is higher than for either of the two com-
ponents of need taken independently. Thus the rank correlation between
aid as a share of imports and the combined need measure is .76. The rank
correlation with per capita GNP alone, however, is .61, while that for
the import gap teken by itself is .45. This result is reassuring since
there is unavoidably some degree of tautology between our aid measure
and our measure of the import gap. The fact that the simple correlation
between these latter two measures is not high, and that the correlation
imprcves when per capita GNP is also considered, increases our confidence
that the final correlation reflects more than a mere tautology.

Turning to the 16 countries or country groups of principal A.I.D.
interest, we find that the same conclusions hold. These principel
recipients are listed in Teble 10 in descending order of their 1965/67

DAC-plus-multilateral aid receipts as a share of imports. If the



Table 10

Performance, Need and Aid:; Countries
of Principal A.I.D. Developmental Interest in FY 1969
(Listed in descending order of 1965/67 DAC & multilateral
aid as a share of Imports)

FY 1969 A.I.D.

1965/67 DAC + Mult. Requested as Overall Policy Avg. of
Aid as Share of Share of Growth Performance Per Capita
1965/67 Importsl/ 1965/67 importsl/  Perf.l/ Rank2/ GNP & Import
($/3) (Rank) (Rank) (Rank) (Quartile)  Gap Ranksl/
India .38 1 L ko I L
Pakistan L 2 3 30 I 2
Korea .31 3 7 L I 7
Dominican Republic .29 L 1 Lo (n.a.) 6
Jordan 27 5 9 3 (n.a.) 103
Turkey .24 6 11 15 111 9
Tunisia .24 7 14 34 II1 1
Bolivia .19 8 2 18 (n.a.)
Kenya, .15 11 30 19 (n.a.) 14
Ghana .15 13 21 41 II 20
Tanzania 14 14 29 7 (n.a.) 221
Chile .13 15 10 22 II 33
Brazil .12 16 6 39 111 153
Colombia .12 17 5 36 II 17
Uganda .10 19 25 25 (n.a.) 18%
(Costa Rica) (.09) (21) (24) (21) (111) (272
(Honduras) (.07) (26) (16) (26) (111) (223)
(E1 salvador) (.o7 (27) (20) (20) (Iv) (25)
Cent.Am.Ec.Com. ¥ 07 28 12 17 Approx. III 37
(Nicaragua) (.06) (31) (15) (10) (1) (31)
(Guatemala) (.05) (33) (19) (12) (II1) (153)
Peru .06 32 23 28 (Iv) 34

* - Five Central American countries combined; includes aid allocations to region as a whole and not shown

under individual country totals.

1/ U43-country sample
2/ 19-country sample
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countries are divided into four groups (using country detail in the

case of the two regional groups), we find the following average ranks:

Average
Average Policy
Number Overall Performance Average
of Growth Quarter Combined
Countries Performance Rank (where avail.) Need Rank
Top Quarter
Recipilents 5 23.8 1.0% 5.9
Second Quarter 5 25.4 2.7v 12.1
Third Quarter 5 25.8 2.3¢ 18.2
Bottom Quarter 6 19.5 3.0 25.8

g/ Three countries: India, Korea, Pakistan
b/ Three countries: Ghana, Tunisia, Turkey

c/ Three countries: Brazil, Chile, Colombia

This suggests that for this suv-group of recipients, there has been little
or no relationship between aid and past growth performance but a fairly
pronounced positive association between aid and combined need and g some-
what less strong association between aid and recent policy performance.

If instead of DAC-plus-multilateral aid, the FY 1969 A.I.D. request
has been used for grouping the countries (see Table 10), .he results would

liave been very similar.
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Interestingly enough, there appear to be few notable exceptions to
these general patterns among the principal A.I.D. recipients. For our
general purpose let us focus on discrepencies between the aid flow rank
in Table 10 and the two ranks for need and policy performance. The three
countries where aid flows may be somewhat higher than is suggested by
need and policy performence ave Turkey, Tunisia (both largely on the
basis of mediocre policy performance), and Chile (largely on the basis
of income and balance of payments need). The two countries where aid may
be somewhat lower than 1s suggested by need and policy performance are
Nicaragua (good policy performance) and Guatemala (comparatively high
need). Given all the uncertainties in our approach, we would not claim
more for this kind of result than that it raises questions about
particular countries which should be considered further with fuller
information and judgments.

As a final step we have investigated the strength of the correlation
between relative aid flows and each of the three inter-country standards
when these latter measures are taken in combination rather than individually.
This has been done using multiple regression analysis in which aid was
the dependent variable, and the three independent variables were the
combined need measure, the overall policy performance measure, and the

overall growth performance measure. The technical results are summarized
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in Teble A-6, but the conclusions may be simply stated as confirming
the earlier analysis. Our overall need measure "explains" more of
the variation in relative aid flows than either of the other factors.
The overall policy performance measure, judging by the 19 country sub-
sample, is of secondary but significant importance. The past growth
rerformance record does not prove to be significant in the k3-country
multiple regressions and has a significant negative correlation with
aid for the 19-country sample.

However, even taken in combination, the three factors do not "explain"
a large fraction of country-to-country aid flow differences. The co-
efficient of multiple determination (R2) is at most .57 for the U43-country
sample and .48 for the 19-country sample. (See Table A-6, equations 1 and
9.) This suggests that factors not considered in the above analysis
(whether systematic or random) have been important in determining actual
aid flows.

If we examine the deviations from the 19-country multiple regression
containing all three inter-country standards (Table A-6, equation 9),
the two countries with aid flows notably above the regression norm appear
to be Panama and Turkey. Those with aid flows notably below the regression
norm appear to be Guatemalas and Nicaragua. These are the countries where
the multiple regression suggests that other factors have had greatest
effect.

In conclusion, the general policy question raised by our analysis is

whether this pattern of aid allocation, which emerges from all aid
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donors' decisions, is reasonably close to what they collectively
intend. The evidence here is that current aid is not associated
with past growth performance, is moderately associated with recent
policy performance, and is most associated with income and balance

of payments need. Is this a desirable pattern?



APPENDIX 1: General Notes on Sources

GNP, gross investment, and national savings are from A.I.D., Statistics

and Reports Division, as of the latter part of 1968. All data have
been converted to 1966 prices. National savings is generally messured
as gross investment plus exports of goods and services (including
factor services) minus imports of goods and services (including
factor services).

Population, agricultural production indexes, government revenue estimates,

and exports of goods and services were also rrovided by A.I.D.'s

Statistics and Reports Division. Population figures are generally
those of the United Nations while agricultural production indexes
come frouw the U.S. Department of Agriculture. Government revenues
are estimated in current prices and local currencies by A.I.D.'s
overseas missions. For the present study they have been deflated

through division by cost of living indexes published by the Inter-

national Monetary Fund (see its monthly International Financial
Statistics). Exports of goods and services are also taken from IMF
sources (particularly the annual Balance of Payments Yearbook ) and
thus represent current dollar values as measured for balsnce of
Payments rather than national accounting purposes. We have nci
tried to distinguish export volumes, because of the statistical

difficulties, from these export values, so this indicator is affected

by price changes.



DAC plus multilateral ald flows include billateral aid from OECD and

DAC members but not from Finland, Israel, the Soviet Bloc, Mainland
China, Kuwait, Spain, etc. Both these and the multilateral flows

are net of amortization but not of interest payments. In addition,
the multilateral flows are net of the recipient country's own pay-
ments or subscriptions to the donor agencies. Flows through 1965

are from published sources (see for example, 0.E.C.D., The Flow of
Financlal Resources to Less Developed Countries, Paris, 1967, p. 155)
and 1966 and 1967 data are preliminary estimates compiled by A.I.D.
from country submissions to the 0.E.C.D.'s Development Assistance
Committee.

U.S. economic aid disbursements (Table A-4) conform to the D.A.C.

definitions and include A.I.D., PL 480, Export-Import Bank, and
Peace Corps expenditures. Source is the U.S. anmnual aid report to
the D.A.C.

FY 1969 A.I.D. request represents A.I.D.'s estimates of desirable obliga-

tion levels (as opposed to actual obligations or disbursements).
The figures are from A.I.D., "Program and Project Data, Presentation

to the Congress - FY 1969" summary tables.



APPENDIX 2
TABLE A-1

BASIC FCONOMIC AND PERFORMANCE DATA, 1957-1967, 43 COUNTRY SAMFLE

Country Annual Aversge 1965/67 Average Annual Compound Growth Rates (%) Marginal Saving
GNP Pop. GNP/Capita GNP i, Prodn, Deflated Cost of  Exp. (G&s Gross Inv, Population ~ to GNP Ratio
(1966 $ 37/9- ©€1/3- 57/9- 61/3- Gov. Revs. Livi S7/9- 61/3- 57/9-  61/3- 5759- 6173

No. Name mil) (mil) (1966 $) é1/3 65/7 _61/3 65/7  B1/3-85/7 6173-§577 61/3  65/7 613 65/7  61/3 65/7 1958-62  1962-6
1. Argentina 16,390 22,7 722 2.5 3.3 1.5 1.2 -3.2 28.3 5.0 5.3 22 32 1.7 1.5 .56 .24
2. Bolivia 659 4,2 155 3.5 5.7 2,0 0.6 9.7 5.9 2.9 18.5 30 Y 2.2 2.3 .18 .32
3. Brazil 25,863 83,2 311 6.2 3.6 3.8 2.9 7.4 95.9 -0.7 6.0 39 31 3.0 3.0 .19 -.08
L, chnile 4,828 8,8 551 k.5 4.6 1.6 1.2 13.2 29.6 5.3 13.4 21 9 2.4 2,2 .10 .39
5. Colombia 5,438 18,7 292 4,7 Ly 2.7 20 3.3 1.0 -2.2 Lo W 3k 3.2 3.2 -,06 .15
6. Costa Rica 631 1.5 Log 3.9 6.0 4,2 0.6 11.9 1.5 2.3 9.9 33 19 3.9 3.5 -.15 -.02
‘7. Dominican Rep, 970 3.8 259 3.0 2.0 2.8 -1.2 -2.0 2.9 3.1 -2,k 29 43 3.6 3.6 -.36 -.03
8. Ecuedor 1,247 5.3 237 b2 542 5.2 2.9 7.3 4,3 1.1 7.5 36 28 3.1 3.4 .05 -.03
9. El Salvador 842 3,0 283 5.8 5.9 6.8 0.5 3.9 0.8 3.4 10.0 27 17 3.0 3.k .03 .10
10. Guatemala 1,384 4.8 291 L2 5.2 7.3 3.7 9.2 0.0 4,6 13.0 25 11 3.4 3,3 -, .15
1l. Honduras 536 2.4 227 3.3 L7 3.3 L0 5.0 2.8 3.2 15.7 28 5 3.2 3.4 .19 .02
12. Jeamaica gko 1.8 513 3.6 6.0 2.6 2.2 8.6 2.2 11.6 6.9 8 29 1.6 2,4 .17 .01
13. Mexico 21,723 hh.2 ko2 5.1 7.1 4.3 5.2 10.k 3.0 5.0 7.5 23 27 3.k 3.5 .15 .2k
1L, Nicaragua 602 1,7 351 k.6 6.k 8,6 7.0 10.8 2.8 L7 13,8 24 7 3.0 3.5 .16 .03
15. Panama 696 1.3 541 8.1 7.9 1.1 6.8 9.2 1.0 11.6 9.7 7 20 3.0 3.3 .29 .21
16. Paraguay k62 2.1 221 3.3 3.4 2.6 0.9 9.5 2.4 2.7 9.3 32 22 2.6 3.1 .03 .51
17. Peru 3,536 12.0 294 7.0 5.7 5.8 0.1 8.9 12.1 1.1 8.8 5 25 2.9 3.1 .21 .20
18. Uruguay 1,538 2.8 559 o.b 1.1 2.6 -0k -7.1 55.5 7.0 Lo 18 36 1.5 1.3 1,54 .13
19. Venezuela 8,000 9.0 885 k2 5.6 4.7 6.1 5.7 0.6 ~0.7 -0.2 ko L3 3.6 3.5 .23 -.02
20, Cent.Am.Com.Mkt. 3,996 13.4 299 LL 56 6.3 3.2 8.6 1.6 3.7 12.3 26 12 3.0 3.6 .02 .07
21. Ethiopia 1,k97 23,0 65 L 5.4 3.7 1.7 8.2 L,0 7.8 9.7 13 21 1.6 1.8 .37 .07
22. Ghana 1,753 7.9 221 5.7 2,3 7.9 1.7 2.7 9.6 2.1 -1.2 3% L2 2.7 2.7 -4 .08
23. Kenya 1,101 9.7 1k 1.8 5.9 6.1 5.0 8.2 2.3 7.7 6.8 14 30 3.0 2.9 .17 L1k
2. Libya 1,353 1.7 807 3.0 20,9 2,4 2.0 39.8 5.8 38.7  49.7 1 1 3.7 3.7 .21 h7
25. Morocco 2,592 13.7 189 2.3 2.6 0.2 2.5 6.7 2.8 -L.3 3.7 k2 37 2.9 2.7 -.64 .32
26. Sudan 1,450 13.8 106 6.0 2.8 5.4 3.k 7.7 2.3 8.0 0.3 12 39 2.8 2.8 .20 -.28
27. Tanzania 815 11.5 7L 1.6 6.0 2.8 4.5 11.9 2.k 7.6 10.0 15 16 2.9 2.9 -1.16 .32
28. Tunisia 93k 4.5 209 2.6 3.5 -3.5 0.6 8.0 3.7 -6.9 Lo 43 35 23 23 -.6 .09
29. Uganda 705 7.7 91 2.1 5.7 3.7 1.1 9.9 4.8 0.6 9.2 37 2k 2.5 2.5 ~.38 .08
30. Ceylon 1,679 11.5 1§ L7 3.4 4.8 1.4 2.9 1.7 0.0 -0.1 38 Lo 2.7 2.5 .12 -.07
31. India 37,858 501,8 75 5.2 3.0 3.3 0.0 4.8 9.7 2.7 2.1 31 38 2.3 2.k - «C3
32, Iran 6,k45 25,1 25k 5.7 7.h 2.3 2.8 13.32 1.6 7.2 11.6 16 14 2.7 2.8 .25 .2
33. Israel 3,833 2.6 1463 9.6 7.4 8.1 7.2 7.6 6.0 19.7 13.5 2 8 3.4 3.5 .15 ~.01
34, Jordan 513 2.0 262 9.4 8.6 9.2 8.9 10.9 0.0 15.5 13.3 3 10 2.8 2.8 .10 .16
35. Pakistan 13,469 118.5 11k 5.1 5.7 3.9 2.7 11.8 L.y 8.6 8.7 10 26 2.5 2.6 .34 .01
36. Cyprus 440 .6 729 g.s 5.1 6.0 7.5 9.5 0.5 2.0 9.2 35 23 1.0 0.9 .32 .55
37. Greece 6,510 8.6 755 0 7.6 2.7 3.7 13.0 2.8 7.2 11.5 17 15 0.8 0.5 .28 .20
38, Turkey 9,330 31,9 292 3.2 6.4 2.3 3.7 6.6 5.8 5.4 10.0 20 18 2.7 2.k .09 .34
39. Taiwan 3,2h1 13,3 235 7.4 1.0 2.4 5.5 20.4 1.3 13.0 22.4 6 3 3.2 2.9 .3k .33
L0, Korea 3,779  29.1 130 L2 8.7 2,7 6.6 12.1 17.1 15.2 30.0 4 2 2.9 2.7 .2k .34
Li. Philippines 5,758  33.5 172 L7 L.8 3.4 L,2 3.0 5.8 6.3 12.1 19 13 3.2 3.4 U1 «35
42, Thailana 4,575  32.9 139 7.2 8.0 8.4 L8 10.5 1.6 9.4 15 1 6 3.2 3.3 .29 b
43, Malaysia 3,021 9.7 310 6.7 6.3 L,3  L.8 10.k 0.7 10.9 4,1 9 33 3.2 3,0 .05 .18

Source: AID/PPC/PFD Machine Run 5 of Dec, 11, 1968, pp. 76-79.



TAEIE A-2

SELECIED PERFORMANCE RAKKS, 43 DRVELOPING COUNTRIE
1L =

0 » 1957-19¢7
(Countries Listed in Descending Order of Overall 16c1/C3-19 T

(o
5/<7 Perrormance Rank)

Arnual Compound Growthn Annugl Compourd Growth Marginal Savings/
Overall Country GNP Popilation Azri. Prodn. Exports Gross Inv, Govt. Revs. Cost of Liv. to GNP Ratio
1961/67 51/9- S1/3-  5T/9- ©1/3- 57/o- <1/3- 5775 cl/3- 57787 ci/3- e1/3- °l/3-  57/9- ©1/3-
Rank No, Name 61/3 65/7T  €1/3 &5/1  f1/3  &5/7 ©1/3  65/7 61/3  ©5/7 05/7 65/7 61/3 __ 65/7
1 39 China{Taiwan) 5 2 9 23 34 8 6 3 7 3 2 8 5 9
2 k2 Tnailand € 5 13 14 3 12 11 5 9 5 12 10 g [
3 34 Jorden 3 4 25 24 1 1 3 10 3 18 10 2 27 20
L L0  Korea 28 3 24 27 28 6 L 2 20 2 6 39 12 8
5 24 Libya 1 1 3 1 35 43 1 1 1 1 1 30 15 3
6 32 Iran 14 9 30 25 37 23 1€ 14 25 T 3 12 11 14
7 27 Tenzania b2 16 22 22 26 13 15 16 43 L 7 18 43 12
8 15 Panama L 6 18 13 L1 5 T 20 13 20 19 7 9 16
9 14  Ricaragua 21 11 17 7 2 L 24 7 22 9 11 19 23 33
10 36 Cyprus 31 27 L2 L2 10 2 35 23 32 21 17 3 T 1
11 37 Greece 11 T 43 L3 29 17 17 15 10 15 5 20 10 18
12 10 Guatemala 26 26 7 15 & 16 25 11 39 10 20 1 35 22
13 13  Mexico 17 10 8 8 16 9 23 27 29 19 1k 19 24 13
1k 43  Malaysia 8 13 1k 19 17 11 9 33 5 29 13 5 30 19
15 35  Turkey 35 12 27 33 35 1c 20 18 23 12 32 32 29 7
16 16  Paraguay 34 35 31 & 32 34 32 22 32 & 18 17 33 2
17 20 Cent.Am.Com.Mkt. 23 24 19 3 5 20 26 12 35 16 23 11 34 29
18 2 Bolivia 32 21 37 36 38 35 30 L 15 17 6 33 20 11
19 23 Kenya 41 1z 21 21 9 10 14 30 L1 22 24 15 37 23
20 9 El Salvador 12 17 20 12 7 8 27 17 26 8 36 6 32 25
21 6 Costa Rica 29 1k 2 6 1c 37 33 19 36 23 g 9 38 g
22 L chile 22 31 34 35 39 32 21 9 12 32 L IS} 28 5
23 41  Philippines 20 29 10 9 22 14 19 13 21 24 38 31 3 6
2k 33 Isreel 15 8 6 5 L 3 2 8 11 38 28 34 25 37
25 29 Uganda Lo 22 33 32 21 33 37 24 38 14 15 29 Lo 27
26 11 Honduras 33 30 10 11 23 15 e 5 28 27 34 21 18 34
27 12  Jamaica 30 15 Lo 35 33 26 8 29 37 28 22 1k 22 35
28 17  Peru T 20 24 17 11 39 5 25 27 13 21 37 16 17
29 19 Venezuela 27 23 4 L 15 T Lo L1 Lp 26 33 L 14 39
30 35 Pakistan 16 19 3e 30 19 24 10 26 L 33 9 28 6 3€
31 21 Ethiopia 24 25 39 39 30 29 13 21 3 30 25 26 L 30
32 25  Morocco 39 Lo 22 23 L2 25 L2 37 17 34 31 22 42 10
33 8 Ecuador 25 af 15 10 13 21 35 28 31 35 30 27 31 32
34 28 Tunisia 37 3% 36 37 L3 36 43 35 2 25 26 25 L1 26
35 26  Sudan 10 39 26 25 12 19 12 29 6 42 27 16 17 43
36 5 Colombia 19 32 11 1€ 27 27 1 34 24 37 37 38 3€ 21
37 1 Argentina 38 7 38 4o 4o 31 22 4o 14 30 4o Lo 2 15
38 30 Ceylon 18 36 29 31 14 30 g Lo 30 Lo 39 13 2¢ 41
39 3  Brazil 9 33 16 20 20 z2 39 31 19 L1 29 43 19 Lo
Lo 7 Dominican Rep. 36 Lo 5 2 25 42 29 43 Lo 11 L 23 39 Lo
L1 22  Ghana 13 41 28 29 5 28 3k 42 18 31 Lo 35 37 28
42 31 India 15 8 35 34 24 Lo 31 g 14 35 35 36 13 31
L3 18  Uruguay 43 L3 L1 L1 31 L1 18 36 34 43 L3 L] 1 24

Source: AID/PPC/PPD Machine Run 5 of December 11, 1968, pp. T5-79



TABLE A-3

POLICY VS. GROWTH PERFORMANCE RANKS
19 SELECTED LDC'S

1966/68 Policy Performance Renk 1961/63 to 1965/67 Growth Performance Rank
(Experimental)l “ (Quarter)§7
In terms of these In terms of larger,
19 Countries Only 43-Country Sample

I. Upper Quarter

Iindia Iv v
Korea I I
Morocco IIT 111
Nicaragua I I
Pakistan 1II 111

II. Second Quarter

Chile IT I1
Colombia Iv Iv
Ghana Iv Iv
Thailand I I
Tunisia III v

I1II. Third Quarter

Brazil Iv v
Costa Rica II II
Guatemala I II
Honduras ITI1 IIT
Turkey 11 11

IV. Bottom of Fourth Quarter

El Salvador IT II
Panama I I
Peru I1T I1I
Philippines II 11T

Source: AID/PPC/PPD Machine Run 5, Dec. 9, 1968; pp. 79, 89, 99.

1/ Experimental ranking based upon staff evaluation of 1966-68 policy actions
and potentials in each of 3 to 6 fields of importance to that particular
country. Rankings represent tentative PPC Jjudgments and should not be
construed as representing either an A.I.D. Washington consensus or an
official A.I.D. evaluation. Listing within qQuarters is alphabetical.

(Footnotes continued on next page)



TABLE A-3 Footnotes Continued

g/ Based on the algebraic sum of 19- or 43-country ranks for the following
seven indicators:

GNP growth

Agriculture Production growth
Export growth

Investment growth

Deflated govermment revenue growth
Cost of living growth

Marginal savings-to-GNP ratio

All but the cost of living growth indicator have been ranked in descending
order. Thus the highest growth rate has been assigned rank No. 1, etc.



TABLE A-4

ALTERNATIVE MEASURES OF AID FLOWS, 43-COUNTRY SAMPLE

(Countries listed in decreasing order of 19:5/67 MultilAteral and DAC aid
disbursements as a siare of 1955/¢7 imports of goods ard services)

Country 1965/67 Multilateral & DAC Disb.  1955/57 U.S. Ec. Aid Disbursements FY 1969 A.I.D. Request as

as ratio :o0: as ratio to: ratio to 1965/€7 Average:
Name Pop. (8) Investment  Imporss Pop. (3]  Investment  lmports Pop. ($) Investment Imports
India 2.6 22 .3z 1.0 L1k 24 e .07 .12
Pakistan L2 .25 .34 2. .15 .20 1.6 .10 .13
Korea 5.6 .31 .31 2.0 2k .23 2.4 .10 .09
Dom. Rep. 17.3 .51 29 17.C .50 .29 .o .43 .25
Jordan 26.4 JCh .27 17k b2 N g6 .21 .09
Turkey Gkt .13 .25 3.0 Ners J14 2.0 .Ok .03
Tunisia 19.¢ .36 .24 10. k4 .19 .12 5.2 .09 .06
Bolivia 1.9 .32 .19 <.l .25 14 T.z .32 .18
Paraguay 6.6 .13 .17 1.9 .05 .05 3.5 .09 .09
Ethiopia 1.4 W17 .10 .6 .03 .02 .5 .0C .05
Kenya 6.5 .35 .15 1.1 .0 .C3 .2 .01 *
Morocco 6.7 .3C .15 3.1 1k .07 LT .03 Ne-]
Ghana 8.8 26 .15 5.4 .1e .09 2.2 .06 .04
Tanzania 3.4 .29 L1k 0.9 .0z N .2 .01 .01
Crile 14,5 14 .13 .9 09 .08 9.5 .09 .08
Brazil 2.z .07 .12 2.0 05 .09 2.6 .06 W11
Colombia 5.2 .09 .12 3.1 5 .07 5.1 .09 .12
Ecuador k.o .15 .11 4.0 12 .09 .9 .03 .02
Ugarda 2.9 .24 .10 0.€ 05 .02 T .05 .02
Cnina (Taiwan) Seb .10 .10 3.3 .0¢ .0u - - --
Costz Rica 13.6 .19 .09 T.b .10 .05 4.3 .0t .03
Panara 19.2 W17 .09 15.3 .13 .07 10.3 .09 .05
Isreel L3.5 L1k .0y 1k.6 .05 .03 -- -- --
Philippines 2.9 N Nel:) 1.0 03 .03 4 .01 .01
Sudan 1.7 L1k e 0.4 03 N -- -- --
Hond.ras 5.3 .10 Nery 3.7 11 .05 L4 .13 .06
El Selvador 5.9 J14 .07 4.3 10 .05 3.4 Nols .ol
CAEC 2.0 .13 Nexs 4.0 .09 .C5 €.2 .13 .07
Ceylon 2.5 .13 Nerd 0.6 .03 Mo - -- --
Thailend 1.9 .C5 Nerg 0.9 .03 .03 1.9 .05 .06
Nicaragua .7 .12 Nela 5.5 o7 Nelt £.3 L1l .06
Per. 5.5 .09 .08 2.4 ok .03 3.0 .05 .03
Guatemala 2.2 .07 .C5 2.4 o Ok 2.7 .07 L0k
Mexico 2.5 .G .05 1.1 .01 e * * *
Cypr.s 10.0 Reys Ok C.T7 * * - -- -
Uruguay 2.¢ .Ch .03 1.3 02 .02 2.¢ .ok .o
Jamaice z.0 .C8 .03 3.k 03 .01 .5 .01 *
Malaysia 4L .0z .03 0.4 .Cl * -- - -
Verezuela .5 N .03 L4 .02 .02 .1 * *
Greece 4.2 e .03 1.5 .01 .01 . -- -
Iran 1.3 .03 .02 c.2 .01 * -- - --
Litya 1.4 .01 * 0.3 * * - .- --
Argentina -1.2 -,0L -.02 -0k * -.01 - - -

* =-less than .0C5

Source: AID/PPC/PFD lMachine Correlations, 11/27/6c, pp. 23-24; and Machine Run 5, 12/9/68, pp. T5-T76.



TABLE A-5

ALTERNATIVE ESTIMATES OF NEED FOR FOREIGN ASSISTANCE:
PER CAPITA INCOME AND BALANCE OF PAYMENTS
(Countries Listed in Descending Order of Combined "Need" Measures*)

B/P Gap, 1965/1967 1965/67 Per Capita GNP  Combined 1965/67
Country Per Cepita Per Actual Imports (dollers) Rank Rank DAC & Mult.
(%) Ratio Rank Aid /Import

No, Name Rank
- 69) (2) (3) (k) (5) (6) (7) (0)
21  Ethiopla $5.7 .66 5 $ 65 1 1 10
35 Pakistan 7.0 .57 B 114 6 2 2
16 Paraguay 53.1 1.37 1 221 15 3 9
32 India 2.5 .37 14 75 3 4 1
2 Bolivia 25,k .60 7 155 11 5 8
7 Dominicen Rep. 43,1 .73 3 259 21 6 L
Lo Korea 7.6 .29 18 130 8 7 3
8 Ecuador 24,7 .54 9 237 19 8 18
38 Turkey 18.3 .70 4 292 26 9 6
30  Ceylon -1.5 -.0b 22 146 10 10% 29
34 Jordan 52.0 .53 10 262 22 10? 5
26 Sudan 1.6 .08 28 106 5 12? 25
28  Tunisia 24 .29 19 209 14 125 7
23 Kenya -9.2 -.22 38 11k 7 1k 11
3 Brazil 13.9 .01 6 311 30 15% 16
10 Guatemula 31.7 .51 iz 291 24 155 33
v Colombia 16.9 .39 13 292 25 17 17
18 Uruguay 8s.3 1.17 2 559 37 18% 36
29 Uganda, -3.6 -.12 35 91 L 15 19
22 Ghana 6.k L1l 24 221 16 20 13
11  Honduras 7.6 .10 25 227 17 22% 26
25 Morocco 2.1 .05 29 189 13 22? 12
27 Tanzania -6.9 -.28 Lo T 2 22? 14
42 Thailand -1.8 -.06 33 139 9 223 30
9 El Salvador 22,6 27 20 283 23 25 27
39 China (Taiwan) k.9 .09 26 236 1t 26 20
6 Costa Rica 45,7 .32 15 409 32 27 21
1 Argentina 33.0 .52 11 722 38 28% 43
L1 Puilippines ~5.0 -.16 37 172 12 285 24
13 Mexico 17.1 .31 17 Lop 33 30 3k
b Nicaragua 18.6 4 23 351 31 31 3l
37 Greece 45,7 .31 16 54 Lo 32 Lo
Chile 21,0 .18 21 551 36 33 15

17 Peru -2.1 -.02 31 294 27 34 32
32 Iran -16.5 -.25 39 254 20 35 41
36 Cyprus b6.3 .16 22 729 39 36 35
20 Cen. America -11.7 -.13 36 299 28 37 28
15 Panama 8.6 .04 30 541 35 34 22
12 Jamaica -19.0 -0 3k 513 34 39 37
33 Israel 43,2 .09 27 1463 43 4o 23
43 Malaysia -74.9 -.53 L2 310 29 L1 36
19 Venezuela -110.7 -.4o ] 685 42 b2 39
24 Libya -353.8 -.63 43 807 L 43 b2

* Sce column (7)
Source: ALD/PPC Machine Run 5, Dec. 20, 1968, pp. 16, 17, 19, 22

Cols. (2), (3): Balance of payments gap equals normal imports (M*) minus actual exports
of goods and services where, for 1965/67:

log M* = .54355 + 6645 log YNA

and YNA = GNP in 1966 U.S. dollars times (1 - AS), where AS is the
agricultural share of GDP, NWP, etc., reported by the UN
in its National Accounts Yearbook and extrapolated using
agricultural production indexes.

Col. (7): Equals ranking obtained when columns (4) and (6) are added together without weights.



TABIE A-6

Multiple Correlations between Ranked Aid Flows (Relative to Imports ),
Countries Ranked by Need, Oversll Policy Performance, and Oversll Growth
Performance and Regional Location

Coeffic’ent Values (and t-ratios)

Overall —overslr

Eq. - ___ Dependent Inter- Combined GNP/ Import  Policy  Growth
No. R SEE Varisble cept Need Capita Gap Perf, Perf.
(r2) (Rank ) (Rank®/)  (Rank®/) (Rank) (Rem®/) (Ranse/)

43 observations

1 572 8.2 DAC & Mult. 5.2 .76
(.582) “Imports  (2.0) (7.5)
3 .551 8.k " -1.0 .60 N
(.572) (.3) (5.8) (4.3)
5 .567 8.3 " 3.0 .79 .08
(.587) (0.7) (7.3) (.7)
19 observations
1 340 4.6 " 3.9 .61
(.377) (1.8) (3.2)
3 .323 k.6 " .9 i b7
(.398) (.3) (2.3) (2.4)
.398 L.y " T.6 .55 -.30
(.465) (2.4) (2.9) (1.6)
.480 L1 n 5.9 .37 .37 ~.32
(.566) (1.9) (1.9) (2.9) (1.8)

5/ Largest numerical value {or highest country rating in case of policy and growth
performance) is ranked number 1.

b/ Smallest numerical value is ranked number 1.

Source: A.I.D./PFC/PPD Machine Runs, Jan. 4, 1969, pp. 25-37, Sk-61

Symbols used:

R2 = Coefficient of multiple determination, corrected for degrees of freedom.
Re = Seme but not corrected for degrees of freedom.
ﬁ = Standard error of estimate, corrected for degrees of freedom. Note
that the mean value of the dependent variable was:
43 obs: 22
19 obs: 10

DAC & Mult. = 1965/67 D.A.C. and multilateral aid disbursements divided by 1965/67
Imports imporis of goods and services.



