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spd pokiticoily in vecent Foara? Hag economic growith of thess gomatrices |

Lotk mensuscbly Mnersesed by UlS. 2ld? How important have bsen their oua

-

erif-holp efforts in achieving economic growth?

-"l

- Thess questions and other zinilar onds avs wnder consiant vovie
Ly the Agensy for Invemstional, Devoiopmont. Very often the ansvars cmmob
be precise, eithey bocause the basie dats ave not relisble or baesusy other
evonts and hs:;pmampa = ¢yop failuves, loss of cxpory markets, or other
gaeiines in forcign TOVEMUGS = nay be x“gr movre importont than -&.ze offten
mavgival role played by foveign aild. Dusing recent yeays in Latin dmaries,
for amupie, doliay lossges frue declining privale iavesiment and £2lling
aexpvh prices have been fap greater than dollar incresses vnder the Alliance
Lo Progrosse

Neveritheless, recent A.I.0, studies hava- mede & mwbay of points cloat.

lha £ipst of thess, vepvyied by Aduinistwabor David Ball hefove the Hovge

Poraiga Affoive Commitine an Apedi 1963, shovsd that 33 of U eounivies

* el hed recsived "substeniisi® past {Irsa ®id had achieved reseat ceoprnic
grumitr roies of 1.5 por esnt DOF yO&T oF mord per F’S‘Z’Sﬂﬁla
A peeond siudy, waderiohen istor in the seme year. wmads A Yeimhnac
o edditiongl polntse The fimet was thot, hed it nob bsen fop p4ditiorsl
o« B.L.D. el vatanrens froz 2l souzeos, pobile rul privabe, Thowd ULl loao bITu

Roference Centerl
“Boon 1656 13
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vy 17 conedealvl ooonoiiQegEen il eonatiies, evan tiih wivdwmn gxia
boin £von088. For 16 esunditos, in otlhicw vomds, 2 ecwbination of fowdcn
vgaovweas and the countrios’ om calfhiznlp efforis nnds tho diflercned
Tetrean o groud of less thon 1,55 por eanite and o growth wate suholonidoliy
rreetor. {(The setual GHP giouth smate Por thess 36 counivles avoreged sboub
2.5 percentagze pointe dhove whgt it might havo besn in the sbssnez of tha
Yorzign regousees.) OF the 17 comnidries where rscont inmjeetions of fovoign

-~
v
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SOTOUTEIT TRYO Spparently net o oriticsl fa.e-i'.or in achisving o 1.5 por yeor
growth Tate, LY of tho countries (mostly Marshali Plan mations) had alzecdy
had suecossiully completod aid prograus ond, exeept for Lebanch, hod
veczivad vory little foreign res»:mz-ca;s during the period mevlausde

The second stedy Wlinstzated the importance net only of foroign

rostrress hul aiso of domestic celfchelp measurss. TFop the szme &0 connbry

cmple, 2L of the 33 suecessful counteies aetually @id betier than vould

m

havte baon eupseted if they had net only minfiem s3lf-help stondavds.
n the eace of all of the developing comnisies wio foiled %o meoh a pop
eapitn GNP sohwal grouth zale of 1.5 por cend, the oetusl 1957-1962 wate

a5 less than that vhich wuld have basn projected, given mimimel, sadichcip

o
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van if the countries had received pp additionsl forelgn rooiunpaes
ab @ll. In other words, edditional foreign rogsuress (R appasently not

gnougn to ecEponcdie for the lack of duwesstic savings op fo@ the Tou

productiviity of domestic investuent.
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Fagh of thess o sivdles g dezceunssad beiow in more dovnil.

Tobie { suwmagdizes tho rocuits for the 40 prineipsl ald-roeeiving covnbyles
enaiiyze:}y « the group A3 comnbides in Toble L ave thoso which chenld

have zehioved per enpita GNP annmusl growth rates equal 1o or groater thon

1.5 poroent, provided only that they met the mindmmn sgif-help lovels sgseified
znd ewen vithout any additionsl forsign resources. OFf the 18 cowntvies in Hils
ET02Dy the vast najerily 41d in fact exceed 1.5 var can®t oyvmal gmz—ﬁﬁa? Pins
of these, Ilurthormore, 4id ¢ven bether than fovsign recource availsbility ond
mindwm solf-help effovis would kave indicated.

For the countries in grohp A-2; minimun g3if-help efforis alone wowld
ot have beon suffleicnt during 1057-1962 to sehieve a 1.5 por ceat por yeur
gyomdh zate. For these nins scuatvies this grouth e should bave bos
arhigved, hovever, given the rseorded infilow of additionsd forelgn TOCOULEES.

Tro-thisds of thece countries did in fzod manzge at least a 1.5 por cant

For the 18 grow B comiriss, neither nindmem seli-holp lovels
nor sctuel foreisn rosoursos, alonz or in combirations would have botn
sufficiont o achicve g per eapida GHP grouth of 1.5 per qeat por yones
Ths faet that in spite of thesw hondicsps, nine of the fouriesn &3d mivage
srovkh ©ates of 1.5 per esnt op boiler is 2 tribnie to the additionsl derostie

aavinzs and efficiency of zosturae use which they mmst have realicsd.

1/ Revigions in GNP estimotes mads gines Deesmber 1963, espsclaily in he botsio
for 19611962, wvouid have ehonged come of iho por ecapiin growth males fou
individual countries. (Sco Bolow,) These changes, hovaver, wondd havo Tildd
gffcet on The contlucions ropeyied nbove. In Taklo L, fow» ceoniping iy ™ -
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Additional dobsils for the couwntzles covezcd by thoss 1w studies

are given in Tobles 2 and 3.
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Tsble 3
Comparvison of Actual Growik Rotes with Thozo Fredicted oun the Basia of .
&cteal Forelgn Assistence and Ninimim Sslf-Help Levels of Deomestic Savings o ’
cad Coplial Prodwetivityk; 19571982, Frimeipal U.8. Ald-Receiving Cowatries

Acteal, ney capita zrowth of GEP

Tgunl o or greater dhan 00 Laze thon
1.5% por year | 1.5% per year;
Prodicted per copiie Aoieal rate Actpal rate Actral xate
growth rabs per ye: SQuRl o oF less than leso thor
greater then pradicted . predicted
= predicted .
A, Bl to or greater thon 1.5% .

1. Sscwming po Rustries Belgiums Teelapd ™3
paAdilonal Dermmyk® Tamemburg™ .
nat forelgn France ’ Tralands Aygentinn
POSGUTCes S Wes's Germany™® Leobanon® Chile

Ttaly® Horway®
Janpan’ ‘United Kingdou®
Fathaplanda®
Spain® Idbexia
Greace
(wber) () (6) : (3)

2. Agswing asciusl Fanaen " Boiivie Guadenalad
uats receiplis Iyan Tevael, Razraguay
of forelgn Taiwan Jordan ) Boeu
TesoureRs

{mombur } sy - (3} {3}
%o Less then 1.5%
© 1. Assesing actual Bragil Cosiz Riea
raceipts of net Colcmhia JIndoncaia
forsign rogouress indin mcamgm
. ' Monico . Tuvkey?
Pakintan
Fallippives
Thailan ’
Timigla
, YohoRe {Bowpt)
{nurber § (s} (o) (&}
Grond Totals 21 L 10
of vhich
completed prograns: . & 5 1L
soRBinaing progroans: i3 L . 9

¥ - comleted U.5. econonie assistonce progroms
Spmree: Table 3.
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arninie {a) gop alelta Cavwienk orelvss matde of 280 ovd 10 ¢E0
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Caved 4t OVeroge Bur eiplEn 0T of KG9, (h) everage of B odsvieral @
canibed atzrally fov soch $3.50 of eddi¢ionnld eapiiol sioek, ond {el} oyl

pzw 0dditicnal foreisn rosowicees (balzpze o goofds oud st ) ue

.L‘

eharmeled iuko émdv;:-iﬂ.im invesiisnt,

2/ Tucludes all cemiydics {a) thich secelved $300 mlllicns ov uive f

¥.8. ccenonic apsisiance dhrevsh Piseal 1932 or in viueh cunmiatiia

cooawie ansistovee suowmicd to $30 or move per 1242 inbabitant, ond

{») 10 unich o prinsry objective of U.8. essisiapes vas eccneaie dovals 13vh.
Szc Table 3 for 89t on covpiides vhich mab critovion {a) bwi nov
exitorion(bl.

3¢ deovun) CHP per c:ez;,'z‘.iﬁ growth was predtey thnn 1,59 over the io‘zgge:e

paviod 19521889, or 1950-1862. See notes to Toble 2.

"l

25

1)

?:—j I{ 1% hed not been for the estiuated offcel of loxge act withdyara

of forelgn rosourees ovey the period 10571860, the predicted pay copdvg
I mgvth for Tmigio vonld have boer sboub 2.0% pae year. Tals gorarron

Wi

T 85 82HDL rabs of 1.5% apd g gredleted rads, allotisg for eopiinl

vithdhamals, of 0.9%.
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o B0 eountyies receiving inporvans 8. developuisaial susiotanma,  Sag

v

1553 AL D study of theze cowiuvie s:‘i.; agked thyeo baglic quastions:

oo

#,
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g

“eore beon “substantial” econsmic growth? (Substantlal ecomonile

gnewih vas Gofinsd os sgral 9 op botier than a per caplin GNP goonsh

vate of 1.5 per cent a yaar.)

4

23 Fas the need for cutside aid baea diminishing? {The need dor outsidis
aid w28 jriged by the ratio of gross domestle pavings vo grody invess-
zent. Couwntries with @ radtio of over 80 per cent, a nown avygested

iocr Latin Amarice under the Allizace Pfor Progress,; were Judmad o

demonstrate “high self-gufficlency®. Those in which domestic saviegs

finonced 80 por cenb or less of invesiment weve Judged %o dzmomsbratn
"incrensing selfegufficiency”. if the ratic of douesitie savians o
investneut inevended significantly over tho perlcd 1957-3862.)

3) Has cconcaic growidh boew feeoupanied by soelal and pniitical progresag?

g.j Cowmtries were excluded Trom the sample vhere developmenial goala Bnd ot
been the primary objeciive of U.S. assistance or wiere U.S. sconosie aid
sbligated betveen 1945 and the end of locel 1982 was {a) lsas tham $300
miilion er (b} less then $30 per pevson ( in the case of cowztwiss with lead
than 10 willion peweonsj. Countries mseting the dollavoriterion but not whe
devalopuental objective erlteorion inclulsd Kovea, Vietzam, Leos; Cutbhudia,
Libya, Moveeco, Yugoslovia, and Poland. (For partiel dosk oo sll ef thoepo

Jogs eovatvios exeept Poland, sew pari IZ of Table 3.) R
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Vo whatraldalin eo piteods o1 Hhte epamtzicg hod redlond et utnn el
e Re poarey, ood all of $hen for chlelt fatn pordBucd ¥ vone ont nace

-

o pave aonicted hish seldeswiTiciency. The 14 eowatides, In nddiltion '
Le aerbnll Plon comatries of Westora Bwrap?, inelvded JSaopomn, Spudwn opd
Yol annl. I GRPILta guowds 1o GNP io enck of Wie eldiir orweoded 3L paw
2Rt Pow year over the period 105T-82 ox over the leuger peviad 1890-1952,
For ali comivies but Lsbaven, gelfeguificd ency appiored hicgh. For Yoboasu,
wihionad gegounts data vera wWo fxagu:aa*tafy %0 Judge vacthor gelfegeificiciay
bag bows dnerecslug or decveasing rocent yearg. Foy all covnbzlies dn thia
grovn, cgricwibvie produetion during 395791882 kad grown ab least as J2o% 04
uad pavvlation.

e gludy tiiviécz‘i the remaining 26 covntries wish eoatinwing iupm-tand
T.5. econanie aid prograns inbo three growps. Fisne eouniyien erparicnecd
sthotontial ccononie grovih either over the peried 1057-62 or over & siighily
lopser reocent povicd, ood copital self-pufficicney was either hick {duxiryg
1660-62) or hed inecreacsd by an average of 1vo porcenitge Boints por VIR or
bBatier over the poriad 1957-1952. For aumother nime covntries s ECCTOBIN EXowii
G-snwdd 90 have bege gebgtaniial, ‘bub there appezred o be condtlumuing doponicuco
ey oieraal gowrees of eapital. For o {Hdonl growp of eight covabadion, dmygely
Yagin loerican, poy capita growih of GHP foiled. 4o cvercge 1.5 zpewecat por yeaw
ver olther of the two gporic ..«B vader raview. Fov eseh of theze Insd hwes

COMMTTY Zetima Uith conbinning assistance progresn (26 eowntriss i !'Br’FJ:L},

‘ericnlitnre grovth hed kept pove witk poprictios grovih in 4uwo cases owy of

A .
DRE VIV

1% is AiP{icvls wo JYine the exbeat o udich sco Eax vt S

sencunanied by coeial ced palitieYl paograos.  Tagperal, o 100y ol
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SOrDRE MY e FoeoRd DAl Sxcavzlginm.  In vizorally ol of vhe ermadnden
with suceessyally eodpletsi prograns or with both high scli-ouliieisocey ovd
svhgtantial ooboonic growvth, democratle inotidutions bad been otvaviihcnsd

o less denceratie rogimes liksmolized. At the other citbreme, politieal
Inoinbiilisy wng ofven ovident Doony W@t gyoun of countzies wiih lezg~thione
srbutantial ecencmie growth.

Apinistrator Bsll,; in sveveying -the record, conclvied thos
"altheush the posgibility of ecomenmic }grags'-eﬁs lea&iﬁg o ecoposic oY
8oldtieal bockoliding canvot be ruled oul, thove is mo cleny ¢ase of thlw
ooy the combries e uvhleh we have extended svboiontiel exouats of conTide

sasistenea.

Hv. Boll went on o alffisw, in fact, et "he reladionshin in
overunelningly in the othay Jdivecilon gpd strengihiens ot belied in the
vaterlying prenice ¢f our cconomic aid progyrorg: aseely, that ville thene
ic wo gearantes that improved political instituticoe wili follow 4n nuy
gubonaeie woy, 40 ceoug elear at without cconcmie pIcgeess the chancas, sov
suvoogiening demseratic processes in fie logs devolopad cswabrien vovid ha

geeatly dininieked.”
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An irportaont questico omitvited from the April 1963 study of ezomozde
growdh was woat the vecent economic pepfozmance of imdividusl comiries onghi
o bave besm. In an atbempl to answer this quastion, a second sivdy was uadoc
Yhisg atudy concentrated on economic growth over the period 1957-62 and
inetus:d 81l countiries in the originsl study plug seven others in wiich
woopopdc development bad not been @ principal aim of U. S. agslsbence. The
rurpose of this second study was to compars actual growth rates for the period
1957-62 with the growth rates logically associated, for cach income level, with

epecified "minimun-good-practice rabes of domestic savings and productivity

of investment.

A1 vhough growth=influencing {actors diifer widely .ﬁa::ong coutisics,
it is possible o measure some dlyeetly and %o establish "minimvmegood-praciloe?
levels for such "self-help" measures as domsstic savings and capital prodaetdviiy.
In the study wder survey -miniwmam good praciice was asswmed to prevail vhen
& countrﬁ achieved an average eapitalmcntpu' rabtio of 3.5 and o warginal domestie
gavings vatio of 15 per eent, Stated diffevently, a covnbry was assumed to be
rakioe a pinimum sceeptable self~help effort if {3.50 of new capiiel invesimeat
produced {1.00 per year of addiiional GNP, and if each £1.00 pex perpen of

ac’iq.u“ionai GNP resvlted in fifteen cents per person of additionsl gross domestic
3

o rﬁnﬂso

O T T TR T Y, e e

. The caplizl-output vatio of 3.5 vas 2 weighted average for 1957-02 acitual

grotth and invegtment in 30 prineipal ¥.S. aide-rcceiving, less derdloped eomliie s
Thne 15 per cend mat‘gi:m,, per capita saving rate wag that vate waleh, when comblocd
with 2 uronlation srewth xute of 2.5 per cent and & 3.5 eapital-oniput rabio, tmalé
eaable ‘1. comniry resehing a per capita GNP level of 4500 to incresse ite per camite
GHP by 1.5 per cent per year without additionsl for e’rgn investment. Sinec this pop
ecapita grovih wovld probabi; :ecpresenu 2 minimmm target for most less developzd
cou:;t:r:ics, the combination of a 3.5 capltal oviput Tatio and a 15% worgipal pox
eopiita savings ratlo is termed a miniwm level of seli-=help.
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Given xoaseanble ascurpiions regardiog minlenm seli~-help measmes,

data cu setual nel inflows of fovelgn rezources over the period 1957-12%), sed
Y

-

eone forther asgsumptions resarding welationa betreen key sgpregates,
projecilons czn be made of vhat covatry GHP growth rates %ought to have becal
For thz period 1957 Lo 1962, Table 3 presents these projections for the zam:
40 covniyies included in Table 2 and for aa aﬁdi‘tiénal seven coumtries onitued
fron Table 2. If 2 couwntyy's actual growth vate is greater thou that

projecied, this may be taken as evidence that minimwm stsadards fox saviigs .

PR T LR ey oo o )

L The assumption uas made that all domestic gavings and all net inflow of

forelgn vesources (“balmee on goods and services,” as obteined £rvom the
Inberpabioval Ponstary Fund) vould be converied into imcreased anoual gross patlonal
produst ot o constant rablo of onbput to capital awd afSer an average gestation
poiiod of about 2 yesr and a half, (Specifically, investnent made during ealeadrm
yeara. 2957-1960 was assumed 4o be vesponsible for GNP growth over the psried 1957-54
to 3961-62,) Domestie savings per person, as alrezdy roted, were sssumed palabed
0 per capital GNP: higher porvicns of npational product were sssumed saved, nov

ag total GNP increased, but as GNP per person increzsed. The additional ossuwmptliea
uos wade that at a per eapits GNP of $100, gross domestic savings would sverage
about 10 per cent of GNP.- )

E The ccunbtry grouping, except for the additional seven countries, is the.seme

in Yeble 3 as in Table 2. Thig grovping vas maintained despite the fact thabt en
vhe bosisg of the shorber time period two covnitries (Guatemala and Turkey) would
have shifted from Grovp C to Group D. It shouvld 2lso be noted that after Table 3
was prepared, o number of revisions were made in the recordsd per cepita GNP grorih

L. T

rates. The most significant of theze were:

GNP per Capiie Growbbs 1957-3962

Golumn {8) Revised Estimais
Covatey Jamuary 196/ o8 of Voveh 1964
Indis 2.5 2.1
Iran 2.8 2.4
Terael &,.0 604 .
Mezico 1.7 1.4
Rolivia 2.0 1.3
Brasil 3.3 2.7
Jozdan 7.0 8.6
Liberia 3.8 2.8 -
Pomnams 3.0 305
Tonigia 1. 5 2.0
Horoces 03 w20
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o ecpital preduevivity (or sezs combination thevsof) bave bezn exeerisd. IT
acival grovth is less then projeaied, ib sﬁgges‘bs either that minimua gelf-
help gtandards have not been meb or that not all of the additionsl fereipgn
vegouwces have been used for productive cepital investmeat (they may kave baea
vead for pergonal consuuption, for example).
Right of the fourteen countries with substantially conpleted U, So
ald progroms achieved per capila GNP growth rates for the peried 1957-1962, vwpich
wers greater then growth rates projected for them on the basis of wdnimnme
gool-practiee assumptions regarding gavings and cepital profuetivity. One
covntry, Norway, came close to its projected rate. OQnly five coumiyies
ezperienced actual growth rates which were mavkedly lowe? than those projented
for themn: Belgium-ilnxenbourg, Iceland, Ireland, Lebanga and the United Kingdor-
The remslning cotntries ?-zi'bh continuing lmpowiant UY.S5. aid prograas
iivide into several groups. Bight oub of nine of those with both substanticl
econonie growvh snd high'or increasing self-sufficicncy over 1957=62, experiencel
) A :
actual per capita growth raves higher than those projected for them oh# miniyen.
goodmpzaci;iee. bagls. In the ninth cowmiry, Israel, actual growth fell belo:
that predicted becauss a part of the large inflow of foreign resources was
apparently used for current consuspiion rather 'bl;xan cepltal investmeant. One=kolf
uf the coumtries with substantial sconomic growth but coatinuing external depeadancy’
meriéneed per capita growth rates over the period 1957-562 less than those
projected for them. ALl of the coumiries wibth recent per capite growih raied
of lessg thaun 1.5% experienced growth rates vhich were less than those projectel,
Finally, four out of seven of those counlries vhich were omitied from the Apiil 100
£.1.D, atudy {aa not baving developmeniworisated progrems) exporienced lesc-thor-

projeched per capita giowth rates.

T e

1 o . s o . . . . -
= The ratio ig five out of seven if MHoroceco's revised growth vaite of -2.6% is vl

-
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The actual per caoiia grm:s_h rate atialued by & covuiny depends
vpon population growth, exbernol reg r!n ce availability, the nobilizstion of
:
interral gavings, end the abllity %o productively imvest both domestic and
Toreiyn resources. 4 comparisen of actual growih with thet projectsd uson
the Daels of ceriain milnimun assumptionsg aboub saviage zad capital investieab
can thdrefore be used to judge the offectiveness with which covstries ave
motilining and investing thelr vesources, The comparigon made in this study
shoua that about half of the countries with continuing U.S. assisisnee prograss
are excecding whatb inighi; be considered minimm stendards of domesiic gavings
sad of investment productivity.
Too fucther poimbs may be moave sbeat Uhis avslysis of setual vevsus
predicted growth ratea. The first is that the resulis ave mf‘:de?:a;te:i.y gensliive
o the initial acoumpbioces. OF the 26 counitries with U.S. conbtinuving assisiaqce
orieated tovards sconomic development, 13 bad lower-than-projested growth rates
voing the assumpticng pzde above., If average domesbic savlings &b $£100 (P per
eapitn hod beenm ascumed to be 8% rather than 107 of GNP, the 13 would have bemn
decoenoed by one, -If, in addition, 2 copital ouiput ratio of 4.0 instesd of 3.5
hnd been used, the 13 vould have beea reduced to 10. If the asswipbioun had hesa
medse that savings at £100 G¥P por capiia vera 8 per, cent of GIP and that caly wro-
thizde of net additional foreign resources vere ussd. for productive investweaat,
the 13 lowsr-than-projected comniries would have decreased %o &. The counbrien
vhose actval growih would have exceeded projected rates givea these elbternativs
assuipblons wers:

A: 8% instead of 10% average savings wabe at £100 per cupiie
GNP: Tndonesia



GHIP 'p‘tixq .

B: 8% aversge cavings rate abt $100 per 2
53 Js:;ael,

cani
eapl uaJ.@u touh rabio of 4.0 ingsead of 3
funtenala, Indonesia .

¢
13

g: Omly 2/2 of net additicnal foreign wasources used for
pro&ucuve capr&al formai..r.on. Israecl, Jordaa

D: Owly 2/3 net additwnal foreigr resources used fer capital
formation plug 8% savings vate ab $100 GNP: Bolivia,
Guatenala, Indonesia, Israel, and Jordan
(The assumption of & 15% per capita marginal savings rate was moiwbained
for 21l of the above cases. Incressing the assumed gesbtation peried
for net add tiong of forelgn resources did not appear to have much
) effect upon th?e results?)
The second point 1z that a majority ef' cases where growvth rate was
rot equal to that projected consisis of Laila Amer:r.can countries. Of the 12
Latin Ameplcan coun’oz*ies included in the sam*;lea 8 had 3.01-1’&7‘;“‘?:11&1“?1"03 ected
grouth "'a.te:so {if bhe gampl.e had been mendeﬁ. o include counitries with aid
recelpls above $10 per persom, 'E‘ive addi bmnal Latin American comtsies would
bawe been included and the lover~thau~aversge figure wouwld have beea 12 oub of
1% ¥ost of 'é’ness Latin American countries were characbherized by decreased
Eapurt earnings over this period and hence, presumably, incrassed Gifficnlbies
in novilining domestic savings and in directing nebt Lorveign ravources to capiial
investmend, This may not be the entirve explanstion for the lower~than-average
‘growth rates; however, sinee other Latin countries such as Colombia, Brazil,
Hexzico end Panama did bebter than m eti“;c'?;ed vnder equally adverse conditions.
Conelusions f'x-qmg_m‘l'wo Studies
* The two studies clearly show thalt of the countries for which the Us Se
hzr been a prinsipsl source of developmeaitmin'bmﬁed foreign resourzes, & subgizniia
rsjority has doae moderatbely a‘e;ll economically in reeent years. The gecond gindy
gugzedvs, Lurthermore, that for the covntries which did moderately well, forelgm
resourges apparently coniributed, on the average, saveral percentage poiate to
their per eapita grovdh rates. (The median contribubtion was avoub 1.5 peresatacs

points. )
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ibove all else the studles stress the imporitance of a couwabry's oum
e.c":f‘ox-'tﬁ to motilize domestic savings and to efficienlly use 148 cwn resources.
Over the perlod 1957-1962, 17 countries with continulag U. 8. developmeni-
oiiented assistance programs achisved GNP growth rates egual to or beltber
than 1.5 per cent per Year.. OF these 17 it is doubtful if more than one-holf
condd ha‘ve achieved a rate of even 1.5 per cent if they had depended solely
on foreigha resources.

On tha other hand, of the 9 countiies uhick over this pariicular
perlod did not grow as Last as 1.5 per eend per year, five sht;-u?.d have so if
they had been able {0 manage the minimm good practice levels demcribed above,
The remaining four countries {Turkey, Costa Rice, Indonesia, and Hica.rag&.a‘:l
" vould have nseded elther greater foreign resources or a greater self-heln

effoxt for thelr per cepita GNP io grow as fast as 1.5 per cent anmually.

Office of Program Coorxrdination
Agency for Intermnational Developuead
Mareh 1964



Table 2

Selected éharaéteristics of Countriesﬁl Receiving More Than $300 Million or
More Than $30 Per Capita of U.S. Economic Assistance, FY 1948 through 1962

U. S. Economic

Assistance Domestic
1961 Obligations Annual Per Capita Savings as
1962 GNP per, FY 1946-1962 Growth Rates (%) % of Gross
Popula- ‘Gapita8/ Total  Per Cap. 1957-1962 Investment
Country tion {$.mid, ) ($mil.) “($)- GNP Agriculture 1960-1962
(1) (2) (3) (4) (5) {6) (7} (8)
A. Successfully Completed Programs (14)
Austria 7.1 879 1176 166 4.7 2.7 102
Belgium-Luxem. 9.6 1381 741 77 2.8 1.8 106
Denmark 4.7 1397 302.. 64 4,9 0 89
France 46,7 1362 5182 111 3.2 3.1 104
Germany 54,8 1436 4050 74 4.7 1.1 108
Iceland 0.2 838 71 355 0. 49 n. a. 88¢
Ireland 2.8 693 146 52 3.9 1.1 91¢
Italy 49.8 706 3462 70 6. 3 .9 102
Japan 94. 9 502 2660 28 11.0 3.8 101
Lebanon 1.7 411 80 47 3.0 3.0 13¢
Netherlands 11.8 1053 1230 104 3. 4 4.8 107
Norway 3.6 1336 352 98 3.9 .5 87
Spain 30. 8 375 1173 38 3.6 T 95
United Kingdom  53.2 1417 7674 144 2.0 2.5 100
371.7 964 26299 76
B. Substantial Economic Growth and High or Increasing Self-Sufficiency (9)
Colombia 15,6 283 360 24 1.8 .2 91
Greece 8.5 4531 1785 210 4.7 1.7 g8l
India 452.0 80 3867 9 2.5 1.6 86
Iran 21, 6 211 732 34 2.8 -1.1 91
Israel - 2.3 814 879 382 6.0 6., 4 221
Mexico 37.1 313 761 21 1.7 2.0 96
Philippines 29. 8 117 1334 45 2,0 .9 83
Taiwan 11,9 145 2045 172 4,2, - § §79
Thai land 28,7 97 338 2.3 7.

2 g _97 12
807.3 116 121071 90



T
. Table 3
Actual Per Capita GNP Growth Rates, 1957-1962, and Rates Predicted on

Basis of Actual Net Additional Foreign Rescurces and Mifiimpm Levels
of Domestic Saving and Capital Productivity, Prineipal Ajd-Receiving Gountrles

Average for 1957-58 Foreign Resources 1957-60 Compound “Armual Growth. -
Country GNP " Population 2 (Guwmlative, $ millions) Rates, 1957 -:1962(&)" ~

($ml61 GNP  ° Net U.S. Balance on T emprnytt r we PerkCapiid GNP
prices) ’ Economic Goods & Serv1ces Populatlon Estlmated K T Actual
Aid Incl. - Excl. -

Foreign Forelgn
- . Resources Resources
(1) (2) (3) (&) (5) - (6) - (7) (8)
I Major U.S. Aid Recipienis - Principal Objective: Economic Development - :
A. Sucesssfully Completed Programs (14)

Austria 5,177 .001% 54 -19.0° .3 3.8 - 3.8- 47
Belgium- 11,785 .0008 -16 -642. .5 3.3 3.7 2.8.
Luxemburg .
Denmark 5,364 .0008 -9 ~122.5 .7 3.3 .. 3.5 L.9
France 54,485 0008 -189 -183. 1.0 3.1 3.2 3.2
West
Germany 62,704 .0008 -267 -7160. 1.2 2.2 3.0 L 7
Iceland 138 L0014 26 40.3 2.1 3.9 2.0 0.4
Ireland 1,728 .0016 - 260, 5 " 5.6 bl 3.9
Ttaly 27,439 .0018 138 -786.8 7 3.1 3.3 6.3
Japan 30,705 .0030 107 -429, 1.0 2.8 2.8 11.0
Lebanon 568 .0026 52 298 (7 ) 2.3" ¢ 5.0 1.6 3.0
Nether- 10,423 L0011, -59 -567.° 1.3 2.4 2.8 3.4
lands )
Norway L,091 .0009 -39 395. .8 . L,0 3.3 3.9
Spain 9,915 .0030 397 280.73 .8 3.3 - 3.1 3.6
United .
Kingdom 67,875 .0008 -222 ~2039. 7 3.3 3.5 2.0
B. Substantial Economic Growth and High or Increasing Self-Sufficiency (9)
Colombia 3,706 .0038 188 . =112.3 2.9 .8 .9 1.8
Greece 2,970 0027 118 685.0 .9 b, 5 3.0 4.7
India 30,132 .0137 1272 3362. 2.1 3 .2 2.5
Iran 3,722 .0052 221, 501. 2.4 2.0 1.1 2.8
Israel 1,302 .0015 183 1310.1 3.4 6.9 - .7 6.0
Mexico 9,653 .0033 116 6h8. 3.1 1.4 .9 1.7
Phils -~ 2,822 .0091 128 627 . 3.3 1.2 -3 2.0
ippines
Taiwan 1,294 0077 377 hé9 3.3 2.3 -1 . 4,22
Thailand 2,030 .0117 152 225.0 3.1 .3 -.h o ri
C. Substantial Economic Growth with Continuing External D@pendence (lO)
Bolivia 380 .0087 82 134.3 2.2 3. 6 1.3 2.0
Brazil 10,689 .0058 237 1437, 3.2 1.2 .3 3.3
Guatemala 582 .0060 60 160.5 3.0 . 2.3 A 1.4
Jordan 216 .0069 199 334.9 2.7 9.7 . .3 7.0
Liberia 138 L0072 30 86 1.5 5.9 1.9 3.8

B

—



Table 3 {Continued)

Armual Growth, 1957-62 (%)

> Per Capita GNP

Avg, 195758 Foreign Resources, 57«60 Bstimates
Country GNP  Pop/CNP U.S.Ec. Aid Foreign Bal. Pop., TInec.(4) ‘Ex.(4) Actual

(1) (2) (3) (&) {5) (6) (7) —  (8)

C. Substantial Economic Growth with Continuing External Dependence (10) (Continued)
Pakistan 6,501  .0135 616 723. 2.2 80 1.7
Panama 373 .0027 30 113.9 3.1 2.8 .8 3.0
Tunisia 616 .0065 117 -95.2 1.4 .9 2.0 1.5
Turkey 5,018 L0051 gl 353.5 2.8 1.2 .8 0
UAR 2,700 .0091 201 386.0 2.5 1.1 1 2.1
D. Growth of Less than 1.5% per Capita (7)

Argentina 7,230  .0027 162 740.8 1.9 2.7 - 2.0 -.9
Chile 03,150 .0023 120 B37. 5 2.3 2.6 1.7 .8
Costa Rica 371 0027 3L 7hol 3.9 1.3 .0 -.3
Indonesia 7 4403 L0120 137 209 2.3 5 <3 -.1
Nicaragna 300 .0043 20 30.1 3.5 .9 .2 -.8
Paraguay 256 0066 25 43.1 2.0 2.2 1.0 -4.0
Peru 1,910 L0053 149 290.2 2.4 2.2 1.1 23
II. Other Principal U.S. Aid Recipients (7)
Cambodia 509 L0104 115 n.a. 2.2 3.33/ .8 1.1
Korea 1,617 .01l 1171 1188. 2.6 4.5 -0 1.2
Laos 137 .0153 136 - n.a. 2.0 5.93/ -5 (neg.)
Libya 146 L0075 102 73.1 1.8 b.7 1.4 '19.0
Morocco - 1,651  .0065 150 -317 3.0 -.8 .6 .3
Vietnam 1,230  .0106 816 65, 5 2.7 3.6 .0 -.8
Tugoslavia 3,670  .00L9 993 775.9 1.0 L,0 2.6 7.7

Footnotes:

n.a. = not available

lSample includes all countries except Poland from which U.S. economic aid obligated ffom
Fiscal 1945 through Fiscal 1962 exceeded (a) $300 millions or (6) $30 per 1962 inhabitant.
See notes to colums (6) and (7) for method used in predicting GNP growth rates. All

growth rates have been derived from two year averages of data at beginning and end
of the period in question, usually 1957-58 and 1961-62.

-
AT AR

FEREAT A
T A

21956-1962. Per Capita income in 1958 was abnormaly higH;"givinéktobqﬁiéh an'implizifnGNP
growth for the period 1957-1962.

SPradicted rate kased on net U.S. esconomic assistance only. Data on other net additional
foreign resources nol available.

-
-.z-...
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Table 2 - cont'd.

Notes and Sources: .

a/ Bxcluded are Korea, laos, Viebtnam and Canmbodia, Idbya, Morocco, Poland and
" Yugoslavia. Revisions in the nabional accounts data have led to the shift
of cne country, Tunisia, from the original classification made in April

1963, and the omission of one country, Venezuela, ag no longer meeting the
criteria for inclusion. Tunisia's revised per capifa growth rate between
1957-58 and 1961-62 appears now to have been equal to 1.5% per year instead
of L.1% as originally estimsted. (Growth rates for other countries were
also revised but did not affect the country grouping.) Venezuela was
dropped from the sample hecause an uvpward revision of esbtimabed population
led %0 a downward revision of aid obligated below the $30 per capita
cut-off point.

b/ Approximate 1956-62 data.

e/ Average of 1959-1961.

2.6% per year over period 1952-53 to 1961-62.

e/ 1.9% per year over period 1952-53 to 1961-62. .

£/ 1.8% per year over period 1950-51 to 1961-62.
GNP unadjusted for inequalities of purchasing power among counbtries.

h/ Increased by 1Lk percentage points between 1957 and 1962.

i/ Increased by 12 percentage points between 1957 and 1962.
g/ Tncreased by 13 percentage points between 1957 and 1962.

S

SO

]

ol. 2 & 3 ATD, Statistics and Reports Division, "Estimates of Gross
Netional Product, Calendaxr Year 1961 in Current Market
Prices (Dollar Equivalents)," April 30, 1963. "Selected
Economic Data for the Less Developed Countries,” May 1963;
and Economic Data Books.

Col. & ATD, Statistics and Reports Division, "U.S. Foreign
Assistance and Assistance from International Organizations,
Obligations and Loan Authorizations, July 1, 10k5 .
June 30, 1962 (Revised), “April 2k, 1963. Data refer to
obligations and loan authorizations and include PL-480,
Bxport-Tmport Bank medium and ldng-term loans, Social
Progress Trust Fund, AID and predecessor agency economic
assistance.

Col« 5 Fxpressed in bterms of 1962 population. Equals column
(4Y divided by colum (2).

Col. 6, 7, 8  AID Statistics and Reports Division, Economic Deta Book.
Growth rabtes are based upon two year averages at ends of
period. -

Agency Tor Inbernational Development
Program Coordination Staff
Revised April 1964



Sources

Columns 1,2,5: ATD, Statistics and Report Division, Economic Data Books.
3t U.S. Deparitment of Commerce, Statistical Abstract of the U.S.,
1963, Table No. 1199, pp 861-863. Includes AID and predéeteSser
agency funds, ferm product disposals, Export-'mport Ba.nk loans, ete..
4: International Monetary Fund Internatlonal Fa.nancml Statlstlcs,
June 1963. "
6,7: Based on following model:
Let Y = GNP, in millions of U.S. dollars, 1961 prices
‘N = Population, in millions of persons
F = Net additional foreign resources, millions of U S dollars
I = Gross investment, millions of dollavs .
S = Gross domestlic savings, millions of dollars
k = Marginal capital-output ratio
b = Marginal percapita savings ratio
p = Rate of growth of population
r = rate of growth of GNP
¥y = rate of growth of per capita GNP
a = g constant -
Subscript o = average data for first two years —-
t = average data for final two years
where © = 0,1,2....... !
Assume:
n-1.
1) ¥, =Y +1 }: I,
b k t=ot
or ¥y =1 +k1Y 21,
Y 0
c ——
(2) 5, a + D E}_
Nt Nt
or S . aNt +b Yt
but 4y n-1". fwl,
_ + st
(3) Z I Zst 5:_Ft’ by definition
t—o t=o t=o
Substituting (2) into (3) we have ' . . -
(W) ZIt + aZI\Lb + BT,




and substituting (4) in (1), gives

T, = 1 + 1 '(Z—Ft + aZI\It + bZYt)
Y, KT
0
(5) Y, = 1 +3F, + aZN + bY Y,
¥ kY k Y
o] o] [s]
but,
n-1 n-1
&) =N, = N+ Ty @+p)+ B ep)+.iiwlg ey
=0 )
= HLa-a+m =F a-a+am
1-(1 + p) -7
n-1 “n
(7) and Z Y, = ¥ (1 -1 +1))
t=o
-7
A solution is simplest at this point by approximating EiY through assuming
a linear growth rate for Yt’ thus:
n-1 ’
(7 EZY ChY 4 (nel) (Y, - Y ) Over a 5 year period (n = 4) with
o @ eEs= T o} '
t— 2 a 5 percent per year geometric
_ growth rate (r = .05), the error
where t=0,1,250...0. o involved in this approximation
would be (4.3233 )
(h300 - 1) 190
= 0.31%.

Substituting (6) and (7°¢) in (5) gives

Y, =. 1+ TF + 2 (Q+pi-l) ¥ +bm  +b (m)(E- V)
— = ] j
T KT kp T ko 2KT
. n N
= 1+ bn +ZFR + a_ ((p)-1) %+ bml) Y, - bln-1))
kK kY kp - ek — "
Q O. . ]
Y, - Dbeel) Yy =1 + oo+ ZF v a [Py - b(e-l)
= 7k b & L o _o T
o} Q o o
Y, = 1 . 1 + bn - bnd) + LK+ 2 _é[l + p]=n_1):‘,§,:1\10~
< 1 - bln-1) k 2k kY kK p T
o k V
-1 Fu{ 4o +b(n1) + ZF, +_a  (Deel™1)w, ]
(o] o}

b



This, in ‘turn, can be expressed as

} .
Y : Y Y
[ 8} Q
Wheve a' = 1 + dbn
2 k~b(n-1)
bt = 2
9 k-b(H-1) °

1l

ct

2a _[(1+p)"o1d

P [a k-b(n-~1}]
o' or the rate of growth of population is not constant, but ¢' is relatively
insensativs to the valwve of p. When, for example, we set

a -5 b= .15
k 3.5
n L

n i1

as has been done in this study, we find the following valves for ct:

p = ,01 .02 .03  .Ob

¢! = 6,20 -6.30 -6.39 -6.49

Since valwves of No wWill normally lie between .01 and .0005

4 "
(e} L .
and since a' will equal 1.1873, the use of ¢' = -6.20 or ¢' = = 6.49, assuming
ﬁg_ =.01, will give a range in calculated Yt of 1.1183 to 1.1212.
Y
o) b4

O
This lmplies an annual growth rate from 2.84% to 2,90%. At the risk of a very
slight crror, therefore, an average valve of .03 has been chosen for p. Thus,
for the parameter valwves chosen,

at = 1.183
' = .305
c' = 6.0

Thess valves have been used with equation (8') in caleulating annual growth rates.

The rates for column (6) have been calculated using equation (8:‘{) %}’ld« ZFt from

colrum (4) and then subtracting population growth (column 5) %o give per capita
GNP growth. The rates for column (7) have been calculated assuming’ EF'I;=O and
then substracting population growth.
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Table 2 - cont!d,

U, 8, Economic

Assistance Domesgtic
1961 Obligations Annual Per Capita Savings asg
1962 GNP per FY 1946-1062 Growth Rates (%) % of Gross
Popula- Capitag/ Total Per Cap. 1957-1962 Investment
Country tion ($ mil.}  ($mil,) "($)7 .. GNP “Agriculture 1860-1962
(1) (2) (3) (4) (5) (8) (7) (8)
C. Substantial Economic Growth with Continuing External Dependence (10)
Bolivia 4,0 113 258 65 2,0 5.3 47"
Brazil 75.0 186 1737 23 3.3 1.8 79
Gugtemala, 4.0 175 158 40 1,4° 4.1 59
Jordan 1.7 184 325 1901 7.0 3.3 -117
Liberia 1.0 159 125 125 3.8 -2.5 9
Pakistan 86. 6 79 1854 19 1.6 1.0 73
Panama I.1 4186 140 g1 3.0 -1.2 60
Tunisia 4,3 161 293 68 1.5 6.6 41
Turkey 29, 2 193 1580 54 0.f -1.3 80
UAR 27, 3 120 608 22 2.1 2.9 63
244, 2 136 7038 29
D. Growth of Less than 1.5% Per Capita (7)
Argentina 20. 6 379 572 28 0.9 . 2 77
Chile 7.9 453 675 85 0.8 -7 53
Costa Rica 1,3 344 89 68 -0, 3 .3 71
Indonesia 08. 6 83 6382 7 -0.1 0 59
Nicaragua 1.8 213 66 41 -0.8 2.2 59
Paraguay 1. 9 130 58 31 -4,0 -2.86 60
Peru 11,6 181 388 33 0.3 1.7 100

143.5 159 2530 18



