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Development Decade 

Achievements of Development Aid 
by R. G. Holloway, London 

T his  is the  D e v e l o p m e n t  D e c a d e - - t h e  decade  dur-  
ing which it  was  hoped  tha t  the  poore r  na t ions  

of the  wor ld  would  inc rease  the i r  a n n u a l  r a t e  of 
economic  g rowth  from the  4.6 pe r  cen t  a v e r a g e d  in 
the  f i f t i es t  to a m i n i m um  ra te  of 5 per  cent  b y  
1970. It was  also hoped  tha t  the i r  sha re  of wor ld  
t rade  would inc rease  wi th  the  te rms of t rade  m o v i n g  
suff ic ient ly  in the i r  f a v o u r  to r ecove r  at  least  mos t  
of the  g round  lost  a f te r  the  Korean  war.  Lastly, i t  
was  hoped  t ha t  the  deve loped  count r ies  would  be  
g iv ing  .1 pe r  cen t  of the i r  combined  na t iona l  incomes  
in economic  as s i s t ance  b y  the  middle  of the  decade.  
This ob j ec t i ve  was  redef ined  as one  per  cen t  of the  
combined  gross  na t iona l  p roduc ts  at  the  F e b r u a r y  
UNCTAD II confe rence  in N e w  Delhi. It is 25-30 pe r  
cen t  h igher  t han  before  and, on  the  basis  of cu r r en t  
t ransfers ,  could  m e a n  a n  addi t ion  to the  ne t  flow 
of f inancia l  resources  to deve lop ing  coun t r i es  of 
$ 2,500-3,000 ran. 

Some coun t r i es  h a v e  b e e n  ab le  to n a m e  the  da te  
from which they  hope  to achieve  this  h igher  a im bu t  
o the r  donors  h a v e  not. Some, moreover ,  h a v e  let  it 
be  u n d e r s t o o d  tha t  the  so lu t ion  of the i r  ow n  b a l a n c e  
of p a y m e n t s  problems  and  o ther  diff icul t ies  mus t  
come first. 

lncmaalng Gap b e t w ~ m  Rich and Poor . . .  

How much of this  has  b e e n  achieved? OECD es t imates  
for 52 count r ies  wi th  pe r  cap i ta  incomes  of less 
t han  S 700, cove r ing  abou t  90 pe r  cent  of the  popula-  
t ion of the  less -deve loped  world,  sugges t  an  overa l l  
g rowth  ra te  of 4.9 per  cent  in 1966 and  an  a v e r a g e  
a n n u a l  g r o w t h  ra t e  of 4.8 per  cen t  for the  per iod 
1960-1966. z GATT, on  the  o the r  hand,  g ives  an  
es t ima ted  ra te  of g rowth  of 3.5 per  cen t  for gross  
na t iona l  p roduc t  at  cons tan t  pr ices  for all  deve lop-  
ing count r ies  for bo th  1965 and  1966 as aga ins t  ove r  
4.5 pe r  cen t  b e t w e e n  1960 and  1964. s 

The  economies  of a n u m b e r  of deve loped  count r ies  
r ecorded  ra tes  of g rowth  in 1966 which we re  lower  
t h a n  in mos t  r ecen t  years ,  wi th  the  resu l t  that ,  on  

t he  bas is  of OECD est imates ,  the  ra tes  of g rowth  for 
the  deve loped  and  l ess -deve loped  groups  of coun- 

I United Nations, Yearbook of National Accounts Statistics. 
z OECD, Development Assistance Efforts and Policies: 1967 Review. 

a International Trade 1966 (GATT Report 1967). 

t r ies  were  similar.  O v e r  the  pe r iod  1960-1966, how-  
ever,  the  ra te  of g rowth  r eco rded  b y  the  deve loped  
group was s l ight ly  h ighe r  t h a n  for the  less-develop-  
ed. On a pe r  capi ta  basis,  moreover ,  t he  deve loped  
count r ies  ach ieved  a s ign i f ican t ly  h i g h e r  r a t e  of 
g rowth  over  the  1960-1966 period.  The  gap in abso lu te  
income leve ls  inc reased  and  people  in the  poore r  
count r ies  became  re l a t ive ly  poorer .  

. . .  but Slight Progreu in DCs 

It is becoming  common  to measu re  progress  in te rms 
of this  income gap. But such a f a sh ionab le  com- 
par i son  is mis leading.  W h a t  is impor t an t  is w h e t h e r  
the  s t anda rd  of l iv ing  in the  poore r  count r ies  is 
improving.  The  basic  measu re  of progress  l ies in  the  
compar i son  of the  p re sen t  wi th  the  past,  no t  b e t w e e n  
rich and  poor.  Thus  the  mos t  r e l e v a n t  facts  a re  t ha t  
the  combined  gross na t iona l  p roduc ts  of the  less-de- 
ve loped  wor ld  appea r  to h a v e  inc reased  by  a th i rd  
between 1960 and 1966 while per capita incomes in- 
creased by about 15 per cent.' 

The trade of the less-developed world has also in- 

creased. Exports from the less-developed countries 
totalled $ 38,900 nan in 1967 compared with ~ 26,900 mn 

in 1960 and imports by the less-developed increased 
from $ 2 9 , 6 0 0 m n  to $ 4 1 , 1 0 0 m n  o v e r  t he  same  pe- 
riod. S The sha re  of the l e ss -deve loped  count r ies  in 
wor ld  t rade  fell, however ,  from 24 pe r  cen t  to 20 
per  cent  5 and  the i r  t e rms  of t rade  de t e r io ra t ed  by  6 
pe r  cent. e 

The  combined  gold and  fore ign exchange  r e se rves  
of the  l ess -deve loped  coun t r i es  ( including r e se rve  

posi t ions  in the  IMF} inc reased  to $12,310 mn at  the  

end  of 1967 and  this  r ep re sen t ed  t he  h ighes t  yea r - end  

level  s ince  comparab le  s ta t is t ics  we re  first  compi led  

in 1948. These  r e se rves  we re  on ly  17 pe r  cent  of 

the  wor ld  total, however ,  and  cons ide rab ly  be low 

the  sha re  of these  coun t r i e s  in wor ld  trade.  The  

d i s t r ibu t ion  of these  r e se rves  a m o n g  the  less-develop-  

ed count r ies  was, moreover ,  mos t  uneven .  

Tak ing  the  OECD's Deve lopmen t  Ass i s t ance  Commit-  

tee  members  as a group, the i r  total  flow of f inanc ia l  

40ECD,  Development Assistance Efforts and Policies: 1967 Review. 
s IMF, International Financial Statistics. 
6 United Nations, Monthly Bulletin of Statistics. 
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ass i s t ance  (conven t iona l ly  measu red  as the  to ta l  ne t  
official and  p r iva t e  flow) has  in mos t  r ecen t  yea r s  
b e e n  r e m a r k a b l y  close to 1 per  cen t  of the  combined  
na t i ona l  incomes.  In the  yea r s  p reced ing  1962, t he  
p e r c e n t a g e  was  e v e n  somewha t  higher .  1966 saw a 
dec l ine  from 1.00 to 0.88 p.c., due  pr imar i ly  to a sha rp  
fall in US p r iva t e  inves tment .  Six of the  f i f teen 
DAC m e m b e r  coun t r i e s - -Be lg ium,  Prance,  the  Ne the r -  
lands,  Portugal ,  t he  Uni ted  Kingdom and  the  Uni ted  
S t a t e s - - h a v e  b e e n  v e r y  close to or above  the  one  
pe r  cen t  t a rge t  in mos t  r ecen t  yea r s  and, t h o u g h  
t h e r e  is still a wide  spread  b e t w e e n  the  count r ies  
wi th  h igh  pe r cen t ages  of na t iona l  i ncome  devo ted  
to economic  aid and the  count r ies  wi th  low per-  
centages ,  the re  is a c lear  t e n d e n c y  for the  gap to 
narrow. 

Of the  $10 ,000ran  flow of a s s i s t ance  from DAC 
member s  in 1966, abou t  two- th i rds  is def ined as of- 
ficial and  one- th i rd  as pr iva te .  W i t h  an  inc rease  of 
3.6 pe r  cen t  in  1966, the  ne t  f low of official aid to 
l e s s -deve loped  count r ies  reached a new  h igh  level .  
This  r anks  the  DAC m e m b e r s h i p  f irs t ly in order  of 
the  p e r c e n t a g e  of na t iona l  income devo t ed  to the  
ne t  f low of official and  p r i va t e  resources  (direct  and  
por t fo l io  inves tmen t ,  loans  and  expor t  credits) to 
deve lop ing  count r ies ;  and, secondly,  in order  of the  
p e r c e n t a g e  of na t iona l  income devo t ed  to ne t  of- 
ficial t ransfe rs  (gross d i sbu r semen t s  less amor t i sa t ion  
and  in te res t  receipts) .  The  Uni ted  Kingdom is fifth 
in  the  list for combined  ass i s t ance  and  also in the  
l ist  for official t ransfers ,  g iv ing  1.18 pe r  cen t  of 
na t iona l  income  as combined  ass i s t ance  compared  
wi th  1.70 b y  the  l eader  (Prance) and  0.51 per  cent  
as official aid compared  w i th  0.90. It shou ld  b e  not-  
ed  tha t  ass i s tance  p rov ided  by  non-prof i t  v o l u n t a r y  
o rgan i sa t ions  is not  inc luded in the  t abu la t ion  of 
p r iva t e  flows because  of the  lack of data  T-- the 
Bri t ish r ank ing  for combined  ass i s t ance  would  prob-  
ab ly  be  improved  if Oxfam- type  aid w e r e  included.  
It should  also be  no ted  tha t  a one  pe r  cent  cont r ibu-  

t ion  by  Bri tain r ep resen t s  a h igher  re la t ive  contr ibu-  

t ion in t e rms  of economic  wel fa re  t han  a one per  

7 However, in his 1967 review, the chairman of the OECD Devel- 
opmen i Assistance Committee estimated that aid from private 
non-profit making organisations amounts to at least $ 1,000 mn 
a year. 

cent  con t r ibu t ion  by count r ies  wi th  h igher  per  capi ta  
na t iona l  incomes  such as the  Uni ted  States,  Sweden,  
Canada,  G e r m a n y  and  Prance.  

Disbursements and Prospects of BriUsh Aid 

The  ne t  official and  p r iva t e  flow to less -deve loped  
count r ies  from the  UK inc reased  from $ 589 mn in 
1956 to the  record  leve l  of $ 9 7 3 m n  in 1966. This  
r ep re sen t ed  an  inc rease  of 65 pe r  cent  compared  
wi th  the  60 pe r  cen t  inc rease  in the  flow from DAC 
count r ies  genera l ly .  The ne t  flow of official aid from 
the  UK inc reased  from $ 205 mn to $ 501 mn ove r  the 
same period,  an  inc rease  of 144 per  cen t  compared  
wi th  the  96 per  cen t  inc rease  in total  DAC official 
aid. 

W h i l e  the  ne t  flow of official aid from the  UK reach- 
ed a new h igh  in 1966, it fell s l ight ly  in 1967 and  
aid expend i tu re  has  not  kep t  pace  w i th  the  r ise  in 
na t iona l  income,  s low as this  has  been.  Official  aid, 
af ter  deduc t ing  amor t i s a t ion  but  before  deduc t ing  
interest ,  was  0.58 pe r  cen t  of na t iona l  income in 1967 
compared  wi th  0,62 in 1966 and  the  peak  of 0.73 per  
cent  in 1961. 

The  level  and  compos i t ion  of Bri t ish official aid 
shows an  inc rease  of ove r  one-f if th in gross d isburse-  
men t s  (but no increase  in ne t  d i sbursements )  from 1951 
to 1957 wi th  the  b igges t  c o m p o n e n t  be ing  loans but  
wi th  ted~nical a s s i s t ance  g rowing  fastest .  90 pe r  cent  
of this  aid is b i la te ra l  and  abou t  43 per  cen t  is 
whol ly  t ied to the  purchase  of Brit ish goods wi th  a 
fur ther  16 pe r  cen t  pa r t ly  tied. Abou t  two- th i rds  of 
Bri t ish official aid is spent  in the  country,  e i the r  on  
Bri t ish goods or technical  a ss i s t ance  and  o ther  ser- 
vices.  8 

Deva lua t ion  has  hi t  Bri t ish aid prospects .  The  bas ic  

p rogramme,  r educed  b y  s  mn  las t  year ,  is to 

b e  held  at  s  mn annua l ly  wi th  add i t iona l  al- 

loca t ions  to cover  specia l  c i r cums tances  such as the  

r u n d o w n  in local  mi l i t a ry  expend i tu re  in Singapore .  

But the  jus t i f i ca t ion  of con t inued  aid is no t  sub jec t  
to debate. 

8 Ministry of Overseas Development, Overseas Development: The 
Work in Hand (Conrad 3180) and What is British Aid? 0967). 
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