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presen t  e v e r y t h i n g  seems to ind ica te  tha t  the  ex is t ing  
p ro tec t ion i s t  t endenc ies  wil l  no t  dec l ine  in fu ture  but  
wil l  r a the r  inc rease  still. O t h e r  na t ions '  coun te rac t ions  
t hen  to b e  expec ted  would  abo l i sh  t he  expor t  targets .  

Neglect of Domestic Rehabilitation 

It  is c o m m o n  to all  t hese  measu re s  t ha t  t h e y  do not  
e r ad ica t e  t he  g r i e v a n c e  of t he  b a l a n c e  of p a y m e n t s  
mise ry  bu t  conf ine  t hemse lves  to a cur ing  of b a l a n c e  
of p a y m e n t s  i t ems  in respec t  of which sav ings  are  to 
b e  hoped  for soon, est. But the  Uni t ed  States '  b a l a n c e  
of p a y m e n t s  t roubles  n e i t h e r  resu l t  m a i n l y  from 
exagge ra t ed  i nves tmen t s  ab road  and  fore ign credits ,  
no r  f rom too much tour i sm or  too low exports .  They  
a re  r a t h e r  caused  a b o v e  all  b y  the  coun t ry ' s  mani fo ld  
economic  and  pol i t ical  ob l iga t ions  as a wor ld  power .  
A t ru ly  e f fec t ive  pol icy  for the  r ehab i l i t a t i on  of the  
b a l a n c e  of p a y m e n t s  ough t  to t ake  t he se  facts  in to  
cons idera t ion .  Moreover ,  co r r e spond ing  measu res  for 
a domes t ic  r ehab i l i t a t i on  are  requ i red  for its supple-  
menta t ion .  On ly  if t he  domes t ic  s i tua t ion  a l lows for 
suff ic ient  oppor tun i t i e s  for profits,  d i rec t  i nves t men t s  
will  b e  m a d e  in the  U n i t e d  States  in the  long  run  and  
credi ts  to a l a rge  ex t en t  wil l  r emain  in the  country .  
Stable  pr ices  a re  as wel l  a most  impor t an t  p re requ i s i t e  
to a p e r m a n e n t l y  e f fec t ive  expor t  p romot ion  policy.  

The  mos t  recen t  tax  bi l l  and  the  p lans  for a r eac t iva -  
t ion  of income pol icy  shou ld  h a r d l y  suff ice to ach ieve  
s tab i l i sa t ion  as long  as a vas t  g o v e r n m e n t  budge t  
p e r m a n e n t l y  in i t ia tes  in f la t ionary  tendencies .  

The  measu res  p l a n n e d  now are  to the  d i s a d v a n t a g e  of 
the  allies. The i r  effect  is b y  no  means  secured.  Be- 
sides i t  m a y  b e  a s sumed  tha t  t hey  will  scarce ly  re- 
ma in  res t r i c ted  to two  yea r s  bu t  l ike  all  p ro tec t ion i s t  
in te r fe rences  wil l  show a t e n d e n c y  to stay.  

This  wou ld  not  r ema in  wi thou t  inf luence  on  t he  fu ture  
d e v e l o p m e n t  of the  wor ld  economy.  For, a f te r  the  
Uni t ed  States  for nea r ly  20 yea r s  a d v o c a t e d  t he  ideas  
of f ree  t rade  wi th  an  a lmos t  mi s s iona ry  zeal,  in a 
case  of e m e r g e n c y  the  coun t ry  t u rned  to measu res  of 
o ld- fashioned protec t ionism.  

Thus  the  Uni t ed  Sta tes  fo l lowed the  example  g i v e n  
b y  a g rowing  n u m b e r  of o ther  h igh ly  deve loped  coun-  
tries. In spi te  of all  p rofess ions  to the  ideas  of free 
t rade  and  free  capi ta l  movemen t ,  measu res  in confor-  
mi ty  wi th  f ree  t rade,  tha t  a re  difficult  to operate ,  did 
not  ye t  asse r t  themse lves .  Johnson ,  too, adop ted  the  
eas ies t  course  wi th  his  new programme.  The  pro- 
t ec t ion is t  u n d e r c u r r e n t s - - n o t  so w e a k  a n y w a y  in the  
W e s t e r n  wor ld  and  pa r t i cu la r ly  in the  Uni ted  S t a t e s - -  
will  ha rd ly  w e a k e n  this  way.  

I N T E R N A T I O N A L  A I D  

Targets, Commitments and Realities 
by Professor Dr Hans W. Singer, New York* 

B y so lemn reso lu t ions  of the  Un i t ed  Nat ions ,  bo th  
in the  Uni t ed  Nat ions  t h e m s e l v e s  and  in re la ted  

o rgan i sa t ions  such as UNCTAD, the  indus t r ia l  coun- 
tr ies of the  wor ld  h a v e  accep ted  a commi tmen t  to 
p r o v i d e  aid to  the  deve lop ing  count r ies  of at  l eas t  
1 pe r  cen t  of the i r  na t iona l  incomes.  It m a y  b e  no t ed  
t ha t  this  commi tmen t  was  accepted,  in vo t ing  at  
least ,  bo th  b y  t he  W e s t e r n  and  the  Eas te rn  group  
of indus t r i a l i sed  countr ies .  The  W e s t e r n  indus t r i a l i sed  
count r ies  h a v e  not  on ly  v o t e d  for th is  commitment ,  bu t  
t hey  h a v e  fu r the r  and  vo l un t a r i l y  re-af f i rmed it in the  
Deve lopmen t  Ass i s t ance  Commi t t ee  (DAC) of the  
OECD in Paris,  and  t hey  are  seek ing  and  deba t ing  
de ta i l ed  ways  of ca r ry ing  out  th is  commitment .  

The  commi tmen t  is impress ive .  It ce r t a in ly  r ep resen t s  
a new  depa r tu r e  in  i n t e rna t iona l  economic  re la t ions ,  
and  mos t  of us  would  we lcome  it  as a s ign of hope  
and  promise .  

Problematic Definitions 

However ,  a n u m b e r  of ques t ions  immedia t e ly  arise.  
Most  obvious ly ,  t he re  is the  p rob lem of how  to m easu re  
the  t a rge t  i tself  and  its fulf i l lment.  The re  a re  some 

�9 Director, Policies and Programming Division, United Nations 
Industrial Development Organization. 

ques t ions  conce rn ing  the  denomina to r  of the  1 pe r  
cen t  ratio,  i.e., the  na t iona l  income of the  a id-g iv ing  
count ry .  The re  a re  s eve ra l  na t iona l  income  c o n c e p t s - -  
ne t  income  and  gross  income,  domest ic  and  na t iona l  
income,  e tc . , - - -developed b y  na t iona l  accoun t s  sta- 
t is t icians.  These  diff icul t ies  are, however ,  qu i t e  minor  
compared  to the  diff icul ty of measu r ing  the  numera to r ,  
i.e., t he  a m o u n t  of aid g i v e n  to deve lop ing  countr ies .  
There,  a mino r  diff icul ty  ar ises  in  connec t ion  wi th  
t he  def in i t ion  of "deve lop ing  c o u n t r y ' .  The  OECD 
def in i t ion  for example ,  differs f rom the  Uni t ed  Na t ions  
defini t ion.  There  a re  obv ious ly  border l ine-cases .  Is 
Greece a developing country? Is Israel? W h a t  about 
Spain and Portugal? However. the really important 
difficulties arise in connection with the definition of 
"aid ~. What is aid? 

The wides t  poss ib le  def in i t ion  of aid would  m a k e  aid 
ident ica l  w i th  all  t r ans fe r s  of resources  to deve lop ing  
countr ies .  P r iva te  inves tmen t ,  expor t  credits ,  a id  to 
c lose  mi l i t a ry  allies, commerc ia l  loans  at  6, 7 or 8 per  
cen t  pe r  a n n u m - - a l l  would  be  inc luded  in aid. More-  
over ,  a m a x i m u m  def in i t ion  of aid would  measu re  
aid flows on  a g r o s s basis ,  t ha t  is d i s regard ing  
amor t i s a t ion  of p r ev ious  r e source  t ransfers ,  let  a lone  
in te res t  p a y m e n t s  and  r e v e r s e  capi ta l  flows from the  
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deve lop ing  to the  indus t r ia l  countr ies .  As  recen t  
s tudies  h a v e  shown,  these  r eve r s e  capi ta l  flows, in- 

c luding par t icu la r ly ,  flight of capital ,  a re  b y  no means  
incons iderab le .  The  OECD in i ts m e a s u r e m e n t  of aid, 
and  also t he  UN, come  p r e t t y  close to this  b road  
def in i t ion  of aid, inc lud ing  all  r e source  t ransfers  re- 
gard less  of t e rms  and  condi t ions .  T h e y  depar t  from 
the  max imum defini t ion,  however ,  b y  t ak ing  aid 
usua l ly  ne t  of amor t i s a t i on  of p rev ious  aid. 

A min imum def in i t ion  of aid would  inc lude  on ly  
s t ra igh t  gifts or g ran t s  p 1 u s the  gift  va lue  of aid 
t r ansac t ions  which a re  pa r t l y  gifts and  pa r t l y  com- 
mercial ,  so-ca l led  "soft" loans.  This  is the  "Pincus  
Formula" ,  b y  which aid is def ined and  m e a s u r e d  as 
the  v a l u e  of w h a t  is be ing  g i v e n  now, m i n u s  the  
p re sen t  d i scoun ted  v a l u e  of the  fu ture  r e p a y m e n t  ob- 
l igat ion.  The  diff icul ty  wi th  the  Pincus formula  is two- 
fold: (a) the  fu ture  r e p a y m e n t  ob l iga t ion  m ay  not  be  
p rec i se ly  firm, as in  the  case, for ins tance ,  w h e n  a 
loan  to a deve lop ing  c o u n t r y  p rov ides  for pos tpone-  
m e n t  of p a y m e n t  w h e n  expor t  p roceeds  drop  or for 
consu l ta t ions  b e t w e e n  c red i to r  and  deb tor  in  case  of 
diff icul t ies  etc.; and  (b} for purposes  of d i scoun t ing  
fu ture  r e p a y m e n t  ob l iga t ions  in  order  to ob ta in  pres-  
ent  values ,  we mus t  select  a ra te  of interest ,  and dif- 
f e ren t  ra tes  of in te res t  se lec ted  for th is  purpose ,  wil l  
s t rong ly  affect  the  result .  In spi te  of these,  and  o ther  
diff icul t ies  the  P incus  formula  is now  gene ra l ly  re- 
cognised  b y  economis t s  and  ana lys t s  as concep tua l ly  
the  cor rec t  one  if we  w a n t  to m eas u r e  r e a 1 aid, as 
d i s t inc t  f rom the  q u i d  p r o  q u o  of l end ing  and 
b o r r o w i n g  which re sembles  t r ade  r a the r  t h a n  aid. In- 
t e rna t iona l  o rganisa t ions ,  howeve r ,  in the i r  bas ic  
pub l ica t ions  and  m e a s u r e m e n t s  h a v e  so far  ma in ly  
adhe red  to the  b ro ade r  resource  t rans fe r  concept .  

I t  is qui te  c lear  t ha t  u n d e r  the  n a r r o w e r  gift  concep t  
of aid t h rough  the  Pincus  formula,  p r iva t e  i n v e s t m e n t  
is a lmos t  to ta l ly  exc luded  b y  defini t ion.  Even  for 
publ ic  t r ansac t ions  the  use  of the  n a r r o w e r  def in i t ion  
reduces  the  resu l t  cons iderab ly .  Thus  w h e n  the  Pincus  
gift formula  is appl ied  to the  official OECD da ta  of 
aid to u n d e r - d e v e l o p e d  countr ies ,  t he  to ta l  is r educed  
from $ 7.7 b i l l ion  to 4.7 bi l l ion in 1962, a r educ t ion  of 
40 pe r  cent.  

Problems of Measuring Foreign Aid 

Our  p rob lems  of m e a s u r i n g  fore ign aid to deve lop ing  
count r ies  a re  b y  no means  ove r  w h e n  we h a v e  chosen 
b e t w e e n  the  b r o a d e r  resource  t r ans fe r  concep t  and  
the  n a r r o w e r  gift  concept .  W e  sti l l  h a v e  p rob lems  of 
va lua t ion .  For  ins tance ,  shou ld  the  v a l u e  of goods 
de l ive red  as aid or  for aid pro jec t s  be  v a l u e d  at the  
domes t ic  pr ices  of the  aid donor  or at  wor ld  m a r k e t  
pr ices?  This  wil l  m a k e  a v e r y  cons ide rab le  difference.  
To i l lustrate ,  an  i m p o r t a n t  e l emen t  in  aid consis ts  of 
food aid, p r inc ipa l ly  from the  Uni ted  States  u n d e r  

Public  Law 480. Off ic ia l ly  the  v a l u e  of this  food aid 

is m e a s u r e d  b y  the  domes t ic  Uni t ed  Sta tes  pr ice  of the  

food involved .  However ,  the  Un i t ed  States  domes t ic  

pr ice  for food is v e r y  much h ighe r  t h a n  the  wor ld  

m a r k e t  price,  s ince  i t  is ar t i f ic ia l ly  ra i sed  and  main-  
t a ined  in o rder  to help  the  A m e r i c a n  farmer.  (The 
same is of course  t rue  for p rac t ica l ly  all  o the r  W e s t e r n  
a id -g iv ing  countr ies ,  w i th  the  excep t ion  of Grea t  
Britain,  which uses  different  me thods  of subs id is ing  
its farmers.)  It  makes  a grea t  deal  of d i f ference to 
the  aid to ta l  if the  food is v a l u e d  at t he  lower  wor ld  
m a r k e t  price,  as i t  p r o b a b l y  should  be. Even  t hen  we 
are  no t  comple te ly  out  of the  woods,  b e c a u s e  it could 
qui te  p laus ib ly  be  a r g u e d  t ha t  the  wor ld  m a r k e t  pr ice  
i tself  would be  a lot lower  if t he  ava i l ab le  food were  
not  ar t i f ic ial ly  kep t  ou t  of the  wor ld  m a r k e t  and  dis- 
t r ibu ted  as food aid. Thus  it can  be  a rgued  tha t  if the  
deve lop ing  count r ies  did not  get  food aid and  the  
food were  i n s t ead  commerc ia l ly  avai lable ,  then  the  
wor ld  pr ice  would  drop and  the  deve lop ing  countr ies ,  
insofar  as t hey  a re  impor te rs  of food would  s ave  
m o n e y  on  the  impor t  bill, and  thus  t he se  sav ings  
should  be  set  off aga ins t  the  nomina l  v a l u e  of the  food 
aid. For  those  deve lop ing  count r ies  which are ex- 
por t e r s  of food, the  a rgumen t  would  apply  in r eve r se :  
t hey  benef i t  f rom the  h ighe r  wor ld  m a r k e t  pr ice  as a 
resu l t  of food aid, a l t hough  in the  aid s ta t is t ics  they  
would  not  be  coun ted  as rec ip ien ts  of aid on this  
account. 

The Tying of Aid 

The  p rob lem of v a l u a t i o n  of aid is so ser ious  and  all 
p e r v a d i n g  because  it  is t ied  in w i th  one  of the  m a j o r  
factors  inh ib i t ing  the  e f fec t iveness  of aid. I refer  to 
the  fact  t ha t  p rac t i ca l ly  all  b i l a t e ra l  a i d - - a n d  h e n c e  
the  bu lk  also of to ta l  a i d - - i s  t ied  aid. In fact  mos t  of 
the  aid is double- t ied,  b o t h  t ied  to commodi t ies  from 
the  specif ic  a id-g iv ing  coun t ry  only,  and  also t ied to 
specif ic  p ro jec t s  which the  aid is de s igna t ed  to f inance.  
This  double  ty ing  of aid is pe rhaps  the  most  ser ious  
s ingle  fac tor  at  t he  p r e sen t  t ime which reduces  the  
va lue  of the  a id  to the  rec ip ien t  be low its nomina l  
va lue  or  cost  to the  donor .  Moreover ,  t he  ty ing  of aid 
b y  the  ind iv idua l  na t iona l  aid p r o g r a m m e s  is l a rge ly  
self-defeat ing.  If G e r m a n  aid to India  is t ied  to Ger-  
m a n  equ ipmen t  for a Ge rman-a ided  project ,  w h e n  
Bri t ish equ ipmen t  wou ld  be  cheaper  and  more  effec- 
t ive,  whi le  at  the  same t ime  Bri t ish a id  to India  is t ied 
to Bri t ish equ ipmen t  for a Br i t i sh-a ided p ro jec t  w h e n  
G e r m a n  equ ipmen t  migh t  be  more  e f fec t ive  and  
c h e a p e r - - t h e n  it  s tands  to r e a s o n  t h a t  in  the  final 
ana lys i s  n e i t h e r  G e r m a n y  nor  Br i ta in  wil l  benefi t .  But 
the  real  sufferer  is India  which finds the  effect ive  
v a l u e  of the  aid r educed  b y  tying.  Or  pe rhaps  we  
should  add  t ha t  the  real  sufferer  might  also be  the  
G e r m a n  and  Bri t ish t a x p a y e r  who  could be  a sked  to 
pu t  up  less m o n e y  for aid to India,  and  ye t  he lp  India  
as e f fec t ive ly  as now, if on ly  the  a id  could  be  un t i ed  
b y  agreement .  This  s i tua t ion  is obv ious ly  absurd  and  
calls for e i the r  ag reemen t s  among  b i l a te ra l  donors  of 
aid to a b a n d o n  tying,  or else a shif t ing towards  mult i -  
l a te ra l  aid which should  by  defini t ion be  unt ied.  A 
pa r t i cu la r ly  ha rmfu l  aspec t  of aid ty ing  m a y  b e  s een  
in the  example  of a USAID f inanced i r r iga t ion  p ro jec t  
in  Thai land,  in  which the  bes t  or cheapes t  e q u i p m e n t  
migh t  h a v e  wel l  come from India.  Yet  unde r  t ied  aid, 
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US equ ipmen t  m a y  h a v e  to be  used, hu r t i ng  India  
e v e n  t h o u g h  at  the  same t ime  US aid  m o n e y  is flow- 
ing in to  India.  The  case  for  exempt ing  at  l eas t  the  
deve lop ing  coun t r i es  t h e m s e l v e s  f rom t ied  a id  re- 
s t r ic t ions  is v e r y  strong.  

It  is true,  of course,  tha t  the  wors t  effects  of ty ing  of 
a id  in  r educ ing  the  real  v a l u e  of the  aid to the  devel -  
oping  rec ip ien t  m a y  b e  avo ided  b y  eff icient  a r range-  
men t s  w i th in  the  a id  consor t i a  whida exist ,  for in- 
s tance,  for India  and  Pakis tan.  This  can  be  done  b y  
r e s e r v i n g  for, say, G e r m a n  aid to India  the  type  of 
p ro jec t  in  which G e r m a n  equ ipmen t  is l ike ly  to be  
mos t  compet i t ive ,  and  co r re spond ing ly  for the  o the r  
a id  p rogrammes .  However ,  in  p rac t i ce  this  does  not  
go v e r y  far  in  offse t t ing t he  d i s a d v a n t a g e s  of t ied aid. 
A l t h o u g h  de ta i l ed  da ta  a re  sad ly  lacking, the  bes t  
s tudy  on  th is  sub jec t  which re l a t e s  to  Pak i s t an  ha s  
s h o w n  tha t  the  loss in  v a l u e  of a id  is v e r y  significant ,  
p r o b a b l y  of the  genera l  o rde r  of 25 pe r  cent  or  so. 
Pakis tan,  i t  m a y  be  noted,  has  a n  aid consor t ium.  It 
should  be  r e m e m b e r e d  t ha t  in the  case  of t ied aid t he  
v e r y  k n o w l e d g e  on  the  pa r t  of the  firms in the  aid- 
donor  coun t ry  i.e. t ha t  f irms from o ther  coun t r i es  are  
not  a l lowed  to compe te  and  submi t  t ende r s  for equip-  
men t  for the  a ided  p ro jec t  will  ra i se  pr ices  b y  r emov ing  
compet i t ive  pressures .  To summarise :  mos t  of the  aid 
is t ied or double- t ied,  and  such t ied or  double- t ied  aid 
t ends  to be  ove r -va l ued  w h e n  it is t a k e n  at  its face 
value ,  s ince  i t  r ep resen t s  a lower  real  v a l u e  of aid to 
the  recipient .  

The  1 pe r  cen t  s t a n d a r d  for a id  ra ises  o the r  ques t ions  
as well.  Should  the  t rade  b e h a v i o u r  of indus t r i a l i sed  
count r ies  be  left  out  of account?  In mat te r s  of t rade,  
the  record  of the  var ious  indus t r i a l i sed  coun t r i e s  dif- 
fers  cons ide rab ly :  G r e a t  Britain,  for ins tance ,  impor ts  
much more  on  a pe r  capi ta  basis,  or as a p e r c e n t a g e  
of its to ta l  imports ,  from the  unde r - deve l oped  coun-  
t r ies  t h a n  the  European  Common  Marke t .  Should  not  
the  European  Common  M a r k e t  count r ies  t he re fo re  
give more  aid t h a n  Grea t  Bri ta in  s ince  t hey  g ive  less 
"aid t h r o u g h  t r ade"?  Trade  in the  agg rega t e  is sti l l  
much more  impor t an t  to the  d e v e l o p i n g  coun t r i es  as 
a fore ign  exchange  ea rne r  t h a n  aid. Th.eir to ta l  ex- 
por ts  now run  at  app rox ima te ly  $ 32 b i l l ion  pe r  an-  
num, whi l e  aid e v e n  on  wide  def in i t ions  is no t  more  
t h a n  $ 8 to $ 9 bi l l ion pe r  annum.  Potent ia l ly ,  t rade  
concess ions  migh t  be  more  impor t an t  t h a n  add i t iona l  
aid to the  deve lop ing  countr ies .  A compar i son  of two 
count r ies  mere ly  and  en t i r e ly  on  the  basis  of the  per-  
cen tage  of the i r  na t iona l  income  which t hey  des igna te  
as aid can  be  h igh ly  mis leading .  

Measuring the Aid-Giving Capacity 
A n o t h e r  p rob lem ar i s ing  in this  connex ion  w i th  the  
1 pe r  cen t  s t anda rd  m a y  be  fo rmula ted  in th is  way :  is 
the  na t iona l  income rea l ly  the  p rope r  and  sole s tand-  
a rd  for measu r ing  the  a id-g iv ing  capac i ty  of an  in- 
dus t r ia l i sed  count ry?  There  a re  some obvious  doubts  
re la t ing  to such h i g h  income count r ies  as Canada,  
Aust ra l ia ,  New Zealand,  which a re  t h e m s e l v e s  in  
m a n y  r e l e v a n t  respects  "deve lop ing  c o u n t r i e s " - - c e r -  
t a in ly  in the  sense  r e l e v a n t  in  this  con tex t  tha t  t hey  

a re  h e a v y  capi ta l  importers ,  r a t h e r  t h a n  capi ta l  ex- 
por ters .  But qui te  apa r t  f rom t h e s e  cases,  t he re  is the  
p rob lem of the  b a l a n c e  of p a y m e n t s  s i tuat ion.  Should  
a coun t ry  w i t h  a b a l a n c e  of p a y m e n t s  surplus  b e  ex- 
pec t ed  to g ive  more  a id  t h a n  a n o t h e r  coun t ry  wi th  
the  same na t i ona l  income,  bu t  a b a l a n c e  of p a y m e n t s  
deficit? The  p rac t i ca l  po l i t i c ians  and  pa r l i amen t s  of 
t he  a id -g iv ing  coun t r i es  wil l  p r o b a b l y  a n s w e r  w i thou t  
he s i t a t i on  in t he  aff i rmat ive ,  a t  l eas t  in  the  sense  tha t  
a ba l ance  of p a y m e n t s  deficit  shou ld  be  cons ide red  a 
va l id  r e a s o n  for cu t t ing  d o w n  on  aid. However ,  to an  
economis t  look ing  at  the  aid p ic tu re  as a whole ,  the  
a n s w e r  is b y  no  m e a n s  so clear.  The  unde r -deve loped  
count r ies  bas ica l ly  do not  cause  a n y  b a l a n c e  of pay-  
men t s  deficit  for the  indus t r i a l i sed  countr ies ,  s ince  
t hey  t end  to impor t  r ough ly  to t he  l imi t  of the i r  avai l -  
able  resources ,  and  (except  occas iona l ly  and  to a 
l imi ted  degree)  t h e y  do not  bui ld  up fore ign exchange  
reserves .  It fol lows t ha t  if a specific indus t r ia l  coun- 
t ry  A ha s  a b a l a n c e  of p a y m e n t s  deficit,  t hen  ano the r  
indus t r ia l  coun t ry  B mus t  h a v e  a b a l a n c e  of p a y m e n t s  
surplus.  Thus  t he  b a l a n c e  of p a y m e n t s  deficits of 
specific coun t r i es  shou ld  not  be  an  a r g u m e n t  for re- 
duc ing  t o t a 1 aid to deve lop ing  countr ies .  

Beginning of International Taxation 

Finally,  if we cons ide r  t he  a id  commi tmen t  of i per  
cent  of na t iona l  incomes  as the  beg inn ing  of inter-  
na t iona l  taxat ion,  obv ious ly  an  ident ica l  tax  ra te  of 
1 pe r  cen t  across  the  b o a r d  is an  ex t r eme ly  c rude  
~orm of income tax. In our  na t i ona l  income taxes,  we 
have  all  adop ted  the  p rogres s ive  sys tem unde r  which 
the rich pay  not  on ly  a b s o l u t e l y  more,  bu t  a lso 
a h ighe r  p e r c e n t a g e of the i r  incomes.  This should  
also app ly  in te rna t iona l ly .  A m o n g  the  aid donors,  
Japan,  for ins tance ,  or I ta ly  a re  poore r  t han  the  US. 
If I pe r  cen t  is r ight  for J a p a n  it is too low for the  
US; if it is r igh t  for the  US it is too h igh  for Japan .  
This  can of course  be  pa r t i a l ly  answered  b y  po in t ing  
ou t  tha t  the  I pe r  cen t  is no t  a m a x i m u m  but  a mini-  
mum which a r icher  coun t ry  would  be  expec ted  to 
exceed.  However ,  the  cu r ren t  d iscuss ion  and  the  cur-  
r en t  facts  do no t  po in t  in  t ha t  direct ion.  W i t h  the  pos-  

s ible  excep t ion  of France,  no  a id  donor  coun t ry  is 
a n y w h e r e  nea r  the  .1 pe r  cen t  target .  Moreover ,  in  the  
las t  f ive  yea r s  or so we h a v e  b e e n  m o v i n g  a w a y  
f rom the  target .  In  a sense,  th i s  s i tua t ion  enab les  us  
to d i s regard  m a n y  of the  points  d i scussed  in this  
art icle.  One  could  say:  " W h y  w o r r y  abou t  all t he  
p rob lems  c o n c e r n i n g  e v a l u a t i o n  of aid, def in i t ion of 
aid, u n t y i n g  of aid, sof ter  t e rms  for aid, etc., s ince  we  
are  n o w h e r e  n e a r  1 pe r  cen t  and  a re  s l ipping  back 
e v e n  on  the  wides t  def ini t ion of aid. W h y  not  first 
b r ing  ourse lves  up  to I pe r  cent  on  the  wides t  de- 
f ini t ion of a id  and  t h e n  s ta r t  wor ry ing  abou t  the  f iner 
points?"  This  sounds  plausible ,  bu t  wou ld  b e  short-  
s ighted.  It is a good s ign tha t  t he  DAC of OECD has  
t a k e n  tha t  line, bu t  t ha t  a l ive ly  i n t e rna t i ona l  discus- 
s ion on  sof ter  t e rms  of aid, u n t y i n g  of aid, va lua t i on  
of aid, etc., has  in  fact  resul ted .  Pe rhaps  this  is the  
mos t  useful  and  d i rec t ly  t ang ib l e  resu l t  of the  1 per  

cent  target .  
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