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CHAPTER~- IV
CONCLUSIONS

4,1 SUMMARY OF THE PROCEDURE

In this resecarch; first, a model has been developed to evaluate
the true "grant-value" and the true "grant-ratio" of foreign aid. The
model accounts for the effects of the trade factors, such as "aid-tying",

1"

"surplus-commodities"™, and "repayment-currency" as well as conventional
financial conditions. Second, a set of sensitivity analysis formulas
have been developed to measure the sensitivity of grant-ratio to the
contract terms of foreign aid. Third, and finally the model and the
sensitivity formulas have been put to use in the structural analysis of
the U.S. foreign aid in the 1960-1969 period.

In the introductory chapter we have stated that the quantitative
tool developed in this research can be used in: 1) the analysis of past

foreign aid data; ii) the trade-off of one contract term for another; and

iii) the analysis of emerging policy decisions related to foreign aid.
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In the ensuing sections of this chapter, we will point out how we have

accomplished these three objectives,

4,2 U.S. FOREIGN AID IN PERSPECTIVE

One obvious use of the quantitative model developed here is the
analysis of past foreign aid data. Chapter III and in particular table-2
summarizes the results of the analysis performed on the U.S. foreign aid

data in the 1960-1969 period. Followings are the highlights of this

On the averagel, 36¢ out of every foreign aid dollar in the 1960-
1969 period was outright gift given by means of various programs ; suéh
as, Peace Corps, Technical Assistance, etc., 37¢ out of every aid dollar
was the implicit grant due to "softer" financial conditions; such as,
lower interest rates than the free market ratesg, etc., Additional 2¢
per aid dollar has accrued to the recipients due to the existing differ-
ential between the official and shadow exchange rates of their currencies,
via payments of loans in their currencies. However the recipients were
required to grant b¢ out of every aid dollar to the U.S. domestic producers
due to aid-tying practices. Therefore, the total effective grant-value
of each U.S. dollar in this period was 71¢.3

The components of the "grant-ratio" have shown remarkable stability
over this ten-year period with the exception of aid-tying. The percentage
of aid tied has increased from 12,1% in 1960 to 41.9% in 1969.“ This

means that the recipients were required to grant 1.05¢ out of every aid

dollar to the U.S. producers in 1960, and 6.91¢ per aid dollar in 1969.

1 The average of the row 7 in table-2.

2 pree market interest rate or called "discount rate" has assumed to be 107 throughout the period.
3 motal effective value: 36 + 37 + 2 - 4 = T1¢,

% gee table-Bl.



