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Tntroduction

N

1+  There was adeceleration in the growth rate of economic activity during
the second half of +the 1960's. Real gross domestic product of developing
African couniries grew at an annual rate of 4.8 per cent between 1960 and
1965 and 4.0 per cent between 1965 and 1969. The rate achieved between 1968
and 1969 was 3.8 per cent. Since the achievements of the immediate past
underjpofmal circumstances are good indicators of what may happen in the
immedizte future, such a deceleration naturally has grave implications for
the Second United Nations Development Decade.

Table 1. Averase annual rates of growth of GDP and GDP per cepita at 1960
prices for developing Africa

1960-65 1965-69 196 8-69 1960-69

GopP | . ' 4.8 4.0 3.8 444

GDP per capita . 2.4 - 144 1.2 1.9

Source: ICA secretariat.

2. This $rend contrasts sharply with the one found in other developing
regicons. Data published by the World Bank in its Annual Report 1970 show
that while total GDP and GDP per capita both were lower in Africa in 1969
than during the first half of the 1960's, the other developing regions show
significant increases in both magnitudes. And Africa’s per capita rate of
growth at the end of the decade was by far the lowest. This suggests that
a polarization of growth was taking place among the developing countries in
- favour of the more advanced among them.

3« The samz period has also witnessed mounting balance of payments difficul-
ties in a good many African countries. Although the combined net position

of exports less imports of goods and services improved for developing Africa
as a whole, many individual countries have contimned to be plagued by problems
of deficit on external account. HMost of the improvement has been due to the
_experience of .a handful of countries. In the majority of African countries
imports were higher than exports at the end of the 1960's.

4. . Africa is therefore still heavily dependent on external assistance for

its development requirements. Data available in the ECA secretariat suggested
that in 1969 about three gquarters of domestic capital formation was financed
from domestic sources. Although the proportion of net domestic resources

going into domestic capital formation increased slightly during the past

years of the 1960's to 16.8 per cent in 1969, this level is still some 3.2 per--
centage point short of the target set for the Second Development Decades
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5« It is against this background that African countries are participating
in discugsions on international co~operation in the financisl and monstary.
fields. Tne following pages review some of the main developments in these
fields in the past few years in so far as they msy be relevant for African
countriss. : : — ' o

Balance of paymeénts -

6. Looking =% the statistical picture one is impressed by the central fact
of: the halancée of payments of most African countries. That is that the
position reflect the deliberate effort to accelerate the pace of socio—
aconomic development and the chronic deficiency of domestic resources in
meeting the financing requirements. Inflows of external capitel and aid are
necessary %o achieve even a fairly moderate level of fized capital” formailon,
and these inflows give rise to deficits on the current account.

7»  Ths exceptions %o $his general situation are few. They are, however,
important in the combined balance of payments position of developing Africa.
The over—all deficit of the current transactions was. practloally wiped out

in 1959 mainly as a result of highly favourable developments on the merchandlse
account of a limited number of African countries. As the volume of capital
inflow has remained approximately unchanged in recent yeers, there was an .
over--all baﬁamce of payments surplus of $600 million in 1969.

Table 2. Balance of payments summary for developing Africa 1966-1969
O 2000 miliieon US dolTarq\

1966 1967 . 1968 1969

Currénﬁ;balénce 7 ~0.8 -0.8 -0.5 -
Capital balance 0.8 0.7 0.8 0.6
. Over—gll b=lanse . = 0.1 0.3 . 0.6

-

Soutggf IMF Anmual Repor+ 1969, 1 9”0«

8. - One common faetor behlnd the 1mprowements in the external position of
these couniries ig the predominance among their exports of minerals. DMoreover,
with Toreign sxchange reserves usually at a barely safe minimum level, many -
African countricc have had fto adopt the only wey open to them for coping with
balance of payments difficnlties, namely to cut back on the increase of imports.
But in spite of these developmentis, the majority of African countries continned
to face the szme. situation in the second half of the 1960's as in the first
half of the decade - worrying deficits on their merchandise aocouhts.l/

1/ For a detailed analysis of Africa‘s visible irade, see F/CN.14/WP.1/42.

—_—  r————
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9« With only few exceptions all African developing countries sustained

- persistent deficits on their over—ell invisibles account, ahd in practically
This cannot be otherwise as long as African countries
continued to depend on the outside world not only for their capital formation,

every component item.

but also in respect of shipping services, insurance services and skilled
managerial and technical personnel.

10+ Of all the countries shown in table 3, only five have had a surplus on

the combined goods and services agcount during the years 1966-1969. Moreover,

7 if public and private transfers are included in the current account, the
- mamber of countries having a surplus is reduced significantly.

Table 3. Balance on invisible account for selected African countries, 1966 — 1969

{w illion of US dollars)

Transport

and

Invest—~ Central

ment

Govern— Other

Total
balance
of in—

Balance on
goods and

ingurance Travel income ment services visibles services
Congo 1966 —55.0 - - 263.0  ~52.0 =170.0 1.0
(Dem.Rep.) 1967 ~39.0 - - ~67.0 -62.0 —=168.0 42 .0
' 1968 -57.0 - - =87.0 ~69.0 -213.0 2740
1969 ~65 .0 - - -H.0 - -ij— 0 =210.0 80,0
Dahomey 1966 — - -0.1 -0 o7 — ~0.8 ~26.1
' ‘1967 - - "‘004— 337 0r8 . 4'1 "'35;6
1968 - — -—1 .3 -1 .6 Oc9 —'2 vO '—27 -2
‘]969 - - aos o 8 sve can

Bthiopia 1966 ~12.1 - -5.0. - 2.6 -4 ~44.5
1967 _. ""6 04 - "6 99 - ""1 53 _14 06 ““'37 06
1968 ~12 41 - ‘—9 0 - 13 o4 "‘7 07 "'42 19
1969 - =9 - =81 - 7.1 -10.1 =-20.2
Ghana 1966 ~-38.2 - =201 ~ ~18.8 —TT a1~ =117 45
1967 ’ _33 ﬂ9 - —2402 s "'30 .O """‘88-1 —‘69 03
‘1968 "“29.8 - —'32 | - ""25 q? —87 .6 —40 0

1969 aww - o8 — 948 L] aoq
lvory Coast 1966 - -~ =34.0 ~0.5 -23.5  -58.0 ~11.0
1967 - - =36.1 ~0.8 =25.1  -62.0 =22.0
196 8 = - “"3 8!5 2.0 "'30 04 "“67 .7 36 0
1969 - - =41.0 —2.0 =34.0 -77.0 37.0
Kenya 1966 - 24,6 —34.9 - 574 AT.1 =27.4
1967 - 21 l"5 ""‘39 ')9 - 62-5 44 o '—60 03
196 8 - 24 '4 '—-39'0 o 52 atq- B 38.0 ""63 03
1969 - =37 0 - 5_‘6.1 44.6 =43.9
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TPable 3. DBalance on invigible account for selected African countrleszg1966—1969
(millicn of US dollars) (cont‘d) : :

Tetal .
Transport Tnvest— Central talance Balance on
and ment Govern~ Other of in—- - goods and ¥

insurance Travel income ment . services visibles services

Libya - 1966 - - 227.6 ~14.6 ~212.8 -~455.0 - 131.3
1967. - - =276.1  -21.9 - -231.8 -529.8 165.2 ‘
1968 ~ ~  =516.6 -21.3 ~301.3 -339.2 379:4 ‘
1969 - C = 455.7 88,5 —456.9 ~1001.1 492.2
Malawi 1966 - -~ -9.9 - —12.4  =22.3 —49.6
1967 - - =111 - -14,9 . -=26.0 -39.4
1968 - C - 9.4 - =149 -24.3 . —44.7
. 1969 - - "'"1 1 11 “"' "'16 l4 "'27 o5 —4808
Mali 1966 -13.4 - - =113 -5 .5 -31.2 ~4 81
1967 -12.1 - - -8.0 =73 ~27+4 429
i 1963 =47 o= - ~4.2 ~ -3.4 ~12.3 - ~18.6
1969 ces ' -
Morocco 1966 -22.9 - - 1.7 ~19.2 —46.8 —-61.3
1967  —24.7 - - =8.7  =15.8  -4%.2  =105.5
1968  -22.7. - - 8.5 28,7 —42.9  —104.0
1969  -29.8 - - —22.5 T.7T  —~44.6 -8.4
Nigeria 1966 - -35.0 ~208.0 - ~105.0 =348.0  -263.8
1967 - -30.0 ~113.1 - ~168.0 =311.1 —254 0
. 1968 - . =44.0 —150.9 - ~137.2  =332.1 —283.6 -
: 1969 - =361 ~154.0 - ~215+3 —405.4  =169.1
Sierra Leone 1966 ~9.0 ~- . =Tlb - —4.9 ~21.5 —30.6
1967 ~8.1 - —11.2 - 0.1 -19.2  ~30.0
1968 ~841 - ~9.7 - -0 .6 ~18.4 6 of] ;
4 1969 —10.0 - ~7.4 - 3.5  =20.9 —14.3 o
Somalia 1966 - -1 - ~241 -2.6 -6 40 ~20.4 g
1967 - —2,0 - ~3 4 ~249 ~8.3 —23a8
1968 - —2.8 - 0.1 ] o2 6.9 228
1969 - ~0.3 - 0.7 ~1.0 - -17.5
Sudan 1966 - - 9.5 - -16.9 —26 .4, 5403
1967 - — ""806 bt "19;2 "‘2708 —"48-a5
L 1969 = - - - ~14 .6 - ~15.5 ~3041 —27.9
Tanzmania 1966 - 5-8 —19 23 - 4°7 ~8.8 -1 -4
1967 - - ~4.0 —16.8 0 - 10.9 —9.9 ~9.7
19‘68 - ~3.1 ‘ ;‘404 - 1 8“4 10 '9 15 3

1969 - C =2.1  =3.0 - 21.4 163 16 .4
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Table 3, (cont'd)
“Total
Transport Invest~ Central balance Balance on
. anc. men Govern~ Other of in~ = goods and

insurance Travel income ment services visibles services

Togo

Tunisia

Zambia

1566
1967
- 1968
1969
1966
1967
1963
1969

1966
1967
1968
1969
1966
1967
1968
1969

—

—

- ~19.0

"'22 -O
""1 9 cO
"‘25 eO

2470
106 .0
-3.0
G o0

~41 1
~57 46
~70.3

& o

- -1.4 -(.9 a1 -6.4 ~1

0.2
- _"3n4 ) _On8 "'4.2 ""9:7 "6 "5
- '—5 -3 _'1 uO “407 e 1 . : ""4“7
- - 270 —28.0  ~20.0. ~132.0
- - 3.0 -11.0 -~30 .0 —-144..0
- - 10 IO ""5 00 —14 .O “"75 uo
- - 20.0 8.0 3.0 ~88.0
- ~ =690 23.0 1710 -0
- hand _45 .0 1 .,0 62 no ""298(:0
- - ~51.0 -9.0 ~-63.0 . -248.0
el bl —50 -O ""2T ao . "'77 .O _503 EO
- -87-1 - "4464 ) -'172 06 84e.|
- —70 -{S - "‘45 u8 -‘174 a2 1406

- -31.9 - ~64.7 =216.9 11.2

- “da bl [N} e i

Source: IMP International Financial

g b e 1 AT SR

Statistics, March %971,

11+ In most African countries private transfers are dominated by a net
outflow of remittances by expatriates (see table 4). A& few countries, however,
with traditionally a large number of citiszens employed abroad have m net

inflew of private remittances.

Public transfers are generally positive. It

is worth noting the rather irregilar flow of capital, in particular as regards
private capital movements.
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Table 4. Financing of deficit on goods and services or disposition of

gurrent surpluses, 1966 ~1969 (Million US dollars)

Transfer

Capital

Private Public

“Total

‘Public =

Congo S

(DemsRep. of 1966

a Déhomey
"Ethiopia
Ghana
Ivory Coast
Kenya

Libya

Malawi

Mali

1967

1968 -
1969

1966
1967

1968
1969

1966
1967
1968
1969

1966
1967
1968

1969

1966
1967
1968
1969

1966

1967

1968

1969

1966
1967
1968
1969

1966
1967
1968
1969

1966
1967
1968
1969

l50'0
37,0

39.0
38.0

-

-27.0
"‘"260-07
=37+ 0

195
20 3
23.4

25.0

.21:0
143.0

5.0

~0. 7
~0u8
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Table 4 {cont'd)
Transfer Capital

Private Puoblic Total Frivate Public Total
Morocco 1966 ~To5 17.7 10.2 =34 44:5 41.1
1967 25.3 11,1 13644 —6.6 58.9 52.3
1968 27.7  19.1 46,8  —15.0 4640 31.0
1969 53«7 157 6944 ~T22 39,1 31,9
Wigeria 1966  —-18.8 24.7 5.9 171.6 ~3,1 168.5
1967 -12.6 34.2 21.6 146.7 24.1 170.8
1968 "'968 . B 3804 2896 2]9:\2 498 224»0
1969 5a6 - 23.5 29,1 99,71 602 105.9
Sierra Leone 1966 2.1 2.8 49 9,9 L6 14.5
1967 —0,3 2.5 2.2 12.5 8.9 21.4
) 1968 1o4 202 306 8-5 6»6 15.1
1969 . 103 7 39'0 403 1603 202 . l8¢5
Somalia = 1966 w004 10.4 10,0 105 8.8 1043
e 1967, 0.8 11.9 1247 2.4 7.3 9,7
1968 0.6 18.9 19.5 2.4 3.8- 6.2
N 1969 1.4 10.4 11.8 1.0 10.2 11.2
Sudan 1966  —0.9. 2.6 1.7 2.8 4161 £3.9
: 1967 -0.6 2.3 1.7 <03 2644 26,1
1968 ~0.6 ~1.1 ~l.7 = =0.6 23,0 22.4
1969 —0.6 - ~1.1 ~-1.7 0. 35.9 36.8
Tanzania 1966 1.0 2.3 ~1a3 1743 6.7 2440
1967 4.1 3.2 Te3 ~11,0 22,2 11.2
1968 8.5 0.7 9.2 ~1lo1 22.4 21.3
1969 805 102 9..7 "'2028 1100 '"-9.98
TOgO . 1966 lo? 8r: 1 9¢8 —'0.73 502 459
1967 1.3 8.4 9.7 ~1,6 324 1e8
1968 1.1 10.2 11.3 0.3 0.4 0,7
1969 - o B LI ‘9'.)!1- a8 Gpn ’ Y nd
Tunisia 1966 4.0 150 19.0 590 40.C 99.0
1967 T7-0 22.0 29:C 31.0 750 106,0
1968 10,0 30,0 © 40,0 10.0 39.0 49.0
1969 9.0 32,0 41.0 25.0 39,0 64,0
UAR 1966 6.0 6.0 12,0 =~13.0 128.0 115.0
7 1967 C 12.0 122:.0 - -—!.34DO ""14#0 108;0 9-‘-’;-;0
- 1968 - 3.0 251.0 284.0 =178 0.0 2.0
1969 8.0 286.0 29640 ~10.0 ~73.¢  ©.-83,0
Zambia, 1966 ~13.3 0.1 ~13.4 1645 --50.2 —33.3
1947 ~13.0 . 13.1 . 0.1 20.4 39.9 6Ce 3
1968. =37.4 2.5 -34.9 40.6 4.2 87.8

1969 204 soec LEN

A sis e

gource: IMNF International Pinancial Stavisiics, March 197). -
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"The volume of aid

12. Considering the smaller economic growsh achieved by Africa as against
the growth of other regions, there is a great need for intensification of
development assistance to African countries. In spite of that, the share
of Africa in total official net flow of external resources from developed
market economy couniries and.muliilateral agencies declined from more than
27 per cent during the first half of the 1960's to only about 21-22 per
cent during the second half of the decadé. The decline between individual
years is even more illustrative. Africa's share in total aid fell from
about 35 per cent in 1960 to about 27 per cent in 1960 to about 27 per
~cent in 1965 and 1o 23 per cent in 1968.

Table 5: Total official net flow of external resources %o developing s/
regions from DAC countries and multilateral agencieg (annual average)—

Region 7 , Bilateral  Multilateral Total

Africa -~ . 1960-1966 1,500.00 168.91 1,669.01

1967-1969 1,354.70 " 254.06 1,608.76

Europe . 1960-1966 419.09 33.57 452 .66

1967-1969. 324.35 106,99 431.34

Latin America 1960-1966 739.10 . 143.06 882.16

‘ 1967-1969 956.35 - 299.43 1,255.78

Asia 1960-1966 1,869.56 232.72 2,701.27

1967--1569 2,000.67 352,31 3,548.15

Oceania 1960-1966 ©105.07 0.76 105.83

g 1967-1969 190.02 - 3.32 193434
Total {unallocat- ‘ | - u)

ed included) 1960-1966 5,419.92 598.89Y . 6,013.81

1967-1969 6,318.81 1,035.17 74353.99

Source: OECD Development Assistance efforts and policies - 1970 Review.

Q/ Bilateral flows net of leoan repayments; multilateral flows net of
' loan repayments,; granis and capital subscriptions and net official.
purchases of bonds,etc., by developing counitries.

E/ Total exclude figures for African and Asian Development Banks. For
the African Development Bank cumulative disbursement from its foun~
dation in 1964 to 1966 wére {39 million. (Negative flgures reflect.
inflow ae the Bank's capital was constltuted) s : :
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13. The decline in the absolute amount from an annual average of 1669
million dollars in 1960-1966 to 1609 million dollars in 1967-1989 was .
due to a fall in the flow of bilateral rescurces of 145 million dollars.
accounted for by a significant retraction in the flow of rescurces from
the main bileteral donors. Of 16 DAC countries, twelve countries more
“than doubled their assistance during this period. However; the flow of
resources from the remaining four countries, Belgium, France; United
Kingdow and USA, declined by 312 million dollars,nearly half of which
was accounted for hy a fall in the flow of resources from USA.

Table 6. Total official bilatersl net flow of resources from DAC countriss

to Africa =.1960-1969a/ anmual aversge (Milliom US dollars)

/

1960-1966 1967-1969

Mustralia 0e33 ; 0.94
Austria ’ ' .27 2.40
Belgium ' 75,78 66454
Canada ‘ 5.85 ' 26435
Denmark 0.62 78.59
France?/ 636.10 | 518.03
Germeny o 59.57 ' 110.13
Ttaly 3818 70.08
Netherlands 0.35 o ' 10.43
Japan 0,73 : 8.10
Norway , 0.62 6,90
Portugzal S 38.06 ' A7 .24
Sweden N 3.58 | 20.66
Switzerland 0.93 ' 5,05
United Kingdom C193.84 . 156.93
United. States : 444431 | : 296 33

- Potal S | 1500.10 1354.70

Source. OECD DeveloDment Assistance - 1970 Rev1ew. U“.
Wet of loan repayment .

n/ Includes 58 24 and 118, 26 million dollars to Overseas Terrltorles
and Depariments in 1960~ 1966 and 1967-1969 respectively,
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14. 1In addition to the declining share, aid to Africa fluctuated more’
than for other regions. -Although aid, in current prices, was larger in
- 1968 than in 1960, in four out of the nine years, i.e. in 1963, 1965,
1966 and 1968, it was less Than in the preceding years. The volume of
‘aid to Africa reached its peak in 1962. when it stood a2t 1,777 million.
By 1968 it had declined %o #1,762 million. TIf the 1968 volume cf aid is
- adjusted for changes in prices of manufactures entering into internaticnal
srade, the $1,562 millicn at current prices is reduced to §1,444 willion
Lat 1960 unit value .of manufactures. ~

.15, The geographic distribution of fianancial resources committed by the
socialist countries is characterized hy shifting emphasis over time,
combined with a high degree of conceutration at the country level. The

- share of Africa in total commiimenis by wocialist countries during the
period 1959 tc 1969 amounted to 34.2 per cent. The bulk of the commitments
by socialist couniries to developing countries (57-7 per cent) was concen—
frated in Africa. UAR, which has been the greatest beneficiary of- this
aid in Africa, accounted for 52.2 per cent of Africa's share and 17.9 per
cent of the grand totz)l during the pericd 1959 to 1969. The Soviet Union
provided nearly 60 per cent of total aid commitments from socialist
countries (See Tahle 7),

Table 7. Socieligtcountries: commitments of bilateral economic assistance
fo the developing countries s/ (millicnd of US dollare)bd/

Total ~ Percentage
Region and 1959~  share in
country 1965 1966 ig6eT 1968 1965 13965 Ctotal
AFHTICA
Algeria - - 170 - - 469 4.53
TAR - - - - - 4 0.04
Corgo (Bragz @o) 29 - - - - 62 - 0.60
ELthiopia R - - . - .- 126 1.24
Chana 20 - - - -~ 188 - 1.8
fuinea - 3 - - ~ | 102 0.98
Kenya. ' - 11 - ~ - 66 - 0.63
Libewia - - - - -3 0.0
Meli .. ~ =92 089
Morocso - - 9 .- - 36 0.34
Nigeria 4. - 100 .. 114 1.10
Senegal - - - - - 7 0.06

Sierra Leone 28 - - - - 23 0.27
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Total ~ Perceniage

. _ . . 1959~ share in

Region and
country 1965 1966 1967 1968 1969 1969 total
Somalia - 6 - - - 110 1,06
Sudan - - 10 - - 56 0.54
Tunisia - - T 55 - 109 1.05
Uganda 30 - - - - 45 0443
UAR 126 - 120 168.r 38 1,850 17.90

. United Republic .

of Tanzania - - 26 - - - ki 0.74
Africa Total 247 46 428 .23 38 3,547 34.20
Latin America 15 100 107 . 20 30 840 8.10
Asia 384 1,167 55 515 469 5,984 57«70
Total 646 1,313 590 7538 537 10,371  100.00 -

By donor: -
Fulgaria - 30 - 35 20 104 1.00
China (People's : ,

Republic of) 17 6 - 42 - 936 9.03
Czechoslovakia 43 192 8¢ 200 5 1,1863/ 11.43%
German (Dem.

(Republic) 132 -/ 231 8 98 707 €.81
Hungary 42 52 45 40 10 370 3.50
Poland - 22 - '359/ 20 25 4479/ 4.319/
Rumania - - 14 45 132 337 3.24

. o d/ g/
USSR 330 1,033 1Y 368 247 6,044% 5827
Yugoslaviag/ - - - - - 140 1.34
Total donor

countries 646 1,313 590 758 537 10,371 .100.00
Africa's share : 7

in total 38.23 3.50  72.54  29.41 7«07

34420
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Table 7. Soclalls% countries: commitments of bilateral economic asgistance

e

to the developlng countries (oont‘d)

Source: 1965—196( International flow of long=term capltal and assig-
" tance; review of recent trends. Report of the
Secretary-General (£/4495), 20 Way 1968.

1967 - : Internationzl flow of long-term capital and offlclal
: donations, 1964-1968 (1/4675),

1968~1969: International flow of long~term capital and official
: - donations, 1969 (L/4673).

Remarks and explanations:

g/ The data in this table are estimates based upon incompleted informatidn{

The figures for individual donor and reciplent counitries refer oniy
to the amounts of credits or grants reported in special announcement.
They may, therefore, differ from data relating to total aid extended
to, or recelved by, each country from other soclalist countries.
hational currencies ccnverted into dollars at official rates of
exchange. -

E/ Fxclusive of a contribution +o the 3100 million oredit 16 Higeria,
provided jointly by Czechoslovakia, Poland, UbbR -and Yugoslavia
which is included in ""Total'.

d/ TYugoslavia not recorded within this group of countries after 1961.
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It 1= difficult to assess to what extent bilateral commitments of
socialist countries have been implemented. It is understood that the
percentage of implementation varies considerably from country %o
country and from year to year, partly due to thne fact that most
commitments are heavily project oriented.

16.  Aid from multllateral agencies is playlng an increasing role in
the flow of external resources io Africa, from about one tentn of the
total during the first Lalf of the 1960's to about 19 per cent during
the second half of the decade. rowever, as the total net multilateral
flow more than quadrupled over this period, Africa's share declined
-from about 60 per cent in 1961 to about 25 per cent in 1967-1969

(see tables 5 and 7).

Table 8, Wet flow of resources from the multilateral agencies to the
developing regigns[a/ 1961-1967 (millions of dollars)

Recipient region 1961 1962 1963 1964 1965 1966 19672/
Africa 125 146 116 175 208 240 260
Latin Americag/ ~44 70 - 236 315 142 203 310
Southern and South- . .

eastern Asia 4/ 81 T 123 158 171 358 290 1340
west Asia 44 50 42 48 70 41 48
All developing

countries e/ 209 398 616 720 189 802 976

Africa's share as
percentage of the - :
total : 60 . 37 . 19 24 26 30 27

Jource: United Nations, The Ixternal Financing of Economic Development,
1963-1967, ' L/4652, p.34.

g/ Grants and loans less subscriptions, contributions, participations and
repayments. In case of technical assistance under the regular program-
mes of United Nations agencies, contributions are imputed on the basis
of scales of assessment.

Preliminary; partly estimated.
Includir~ Carit™ean countries.

Including net disbursements in developing countries in tne Pacific.

e

Including inter-regional and unallocated flows.
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Table G, Total multllateral net flows to Afrlcag/ anmual averages
" fillion US dollars)” ‘ '

1960=1966 1367—1969
W 52,10 - 27.89
DA . -0.57 43.31
IFC ‘ - 2,67 ' 7.40
LDB - v/ | ~21.81
TEC o 59.18  107.60
N - 15 S ‘fu 89,68

Total L .. 168.91 .. .. ... .. 254.06

Source: . OECD Development Assistance.~ 1970 Review.

g/ Vet of . loan repayments, grants'and capital subscriptions and net
official purchases of bonds by African countries,

Q/ ‘Fxcludes cumilative disbursement of— 39 million dollars. Negative
figures reflect inflow as Bank's capitel was comstituted..

17. More than half of the increase in the flow of maltilateral resources

to Africa has been accounted for FIC. The first FID(Fond Luropeens de
Developpement ) which covered the period 1958-1963, had 581 willion US

dollars avallable to finance capital investment expenditure of associated
countries and ferritories. Wwith the eecond Convention of Association, the

total money available in the Fund was raised to 800 miliion dollars, of

which 730 million was allocated-to the African assotiated 3 tates. Under.

the third Convention of Association a total of 1,000 million deollars is

gvallable, of which 918 million is intended for tne Afrlcan Associated
tates. :

o
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Table 10. Aid components under thlrd Gonvention of Association
(Million US dollars}

Hpecial Loans of the

Beneficlary region ; Graants loans - furopean invest—
ment Bank
African and Malagasy States 748 80 50
_ -French (Overseas Departments :
and Territories _ 30 6 5
Netherlands' Oversesas _
Territories : ' 32 - 4 .5
Total | | 810 90 100

& ,

18. Tet flow of Loans from IBRD and IDA increased by an average of 38 per
cent from the first half of the 1960's to the second half of the decade.
This means that Africa did not gain much from the considerable increase

in the World Bank group’'s lending operations in the 1960's (gross disbur-—
sements rose from 398 million US dollars in 1961 o 1018 million in 1969).
If allowance is made for rising prices and interest payments; there wasg
probably no increase at all in real resource ftransfers.

- 19, There has been a shift in the geographical distribution of the commit-

ments of the World Dank group. Lending to Africa has in the past few
years been rising as a proportion of the total, but it still accounts for
less than 20 per cent compared with 38 per cent for the developing coum—
tries of Asia and 31 per cent for Latin American countries (including the
Caribbean). Of even more importance is that African countries receive
only about oné fourth of IDA funds, compared with more than 70 per cent
for the developing countries of Asia. One Asian country (India) received
in 1969/70 more than A0 per cent more of IDA funds than 21l African countries
combined, while two Asian countries (Indonesia and Pakistan) together
received about the same amount as Africa a8 a whole. IDA credits made up
“half of total lending Yo Asia from the World Bauk Group in 1969/70 as
compared with about one third for Africa.

r
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Table 1l. World Bank loans and IDA coredits {mnillion US-dollars and B
percentages ) '

- 1968 and before , 1969/70 |
Bank DA Total Bank DA Total

AFRICA | ' ' , A "

Algeria : . 805

Botswana - 6

Burundi . 4.8 1.1
' 7.0 6

P

-

Cameroon 17.2 . 1
Central African Rep.
Chad =~ SR
Congo {Dem.Rep. of) 91.6 - 9

. Congo (People's Rep.of) 30.0 - 3
Dahomey - -
Ethiopia T0.2 28.4 9
Gabon : 48.8 - ]
Gambia -
Ghana ' 4
fuinea ‘

‘Ivory GCoast 1
Kenya 8
Kenya, Tanzania,

Uganda -
Lesotho - -
Liberia- fa3
Libya
‘Madagascar
Malawi

Mali - ,
Mauritania
Mauritius -
Moroceco”
iger
‘Higeria
Rhodesia
Rwanda
Senegal
Sierra Leone
Somalia
Sudan
Swazitand
Tanzania
Togo

Tunisia
Uganda
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Table 11+ World Bank loans and IDA credlts (mllllon US dollars and
percentages) (cont'd ) '

1968 and before 1969/170

Bank'  IDA Total Bank DA Total
United Arab Republic 56.5 - 565 - 26,0 26.0
Upper Volta - - - - Co- - -
Zambia . . 84. 9 . d 840 9 lO. 8 - J:Oa 8
Africa total B 1,2é6.6 309.8 1,536.4 281.7 161.2 442.9
Percentage of total
Africa 10,9  17.3 1i.8 16.83 26.6 19.4
Latin America 28.5 6.6 254  41.8 1.8 31.2
Other and ‘
unallocated. 27.5 445 24.0 - 15.5 - 11.4
Jource: World Bank Anmnual Reports.

20, Data relating to the distribution of net private flows are limited
in coverage. However, it is estimated that in 1967/1968 Africa accounted
for about one fourth of total net direct private foreign investiment in
developing countries, thus increasing its share slightly from 1965-1066.
It will be noted from table 12 that almost twothirds of direct investment
in Africa in 1967-1968 was in the petroleum industry. Political and
other factors affecting the investment climate in the Middle Past appears
10 have led 1o increasing interest in Africa. The decline in investment
in manufacturing is a disquieting feature of the table. It suggests that
in Africa private investors are mainly interested in tue exploitation of
the region’s natural resources and not in its industrialization.-

Zl, Trends in the other two major types of private capital flows; private
portfolio investment and export crediis, are more difficult to assess: The
total net fllow of bond capital and all other long-term private finance 1o
all developing countries which stood at an annual average of 619 million
dollars in the first half of the 1960'5 had increased to 1673 million
dollars im 1969. Surprisingly, this increase took place in the face of a
rapid increase in the cost of borrowing during the past few years. However,
even at the best of times the 1nternat10nal bond and loan market is of
significant use only to the more advanced developing countries and to iue
international development banks. During the period 1966-1969 about- three
fourths of the total bond issues by developing countries of 1894 million
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Table 12. Regional and sectdral digtribution of total DAC direct iﬁvestment
in developing countries, annual averages 196§f1966 and 1967-1968
fmllllon U3 dollars)

Petro-— Manufac— _ -

{ountry Year - leum ‘ Mining  turing  Other Total
Furope \965-1966 . 44 .. 10 . 124 90 268
S 1967-1968 20 - 4 139 56 219
Africa 1965-1966 328 85 89 84 586
1967-1968 403 54 T4 98 629
America 1965-1966 | -57 “ 99 591 292 925
1967-1968 55 150 "60 263 - 1,028
Middle Last 1965-1966 34 . 1 12 5 392
1967-19686 192 1 9 18 219
Agia and : : \
Oceania 1965-1966 62 28 129 117 336
1967-1968 113 42 153 89 397
Total 1965-1966 151 223 945 588 '2,507

1967-1968 - 82 251 935 524 2,492

Source: OECD Development A;sistancé'* 1970 Reyiew{

US dollars was accounted for bylfhree countries only (Argentina, Israel
and Mexico)_/ Issues by Afrlcan countries during this period amounted
to 60 million dollars 2/.

22, Private export credit is on the other hand generally available, as a
result of subsidies or special institutional arrangemeats, at ialf to two
thirds of the rates prevailing in international bond markets. This

explains in part the strons increase in the net flow of capital to developing

countries in the form of private guaranteed export credits. The share of
private export credits in the total net flow of resources to developing
countries has increased from an average of 7 per cent during the firsi half

1/ QECD Development Assistance — 1970 Review Table V-3.

g/ World Bank Anvmal Report 1970, Table 11,
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of the 1960's to 12 per cent:in 1968 and 15 per cent in 1969. It .may be

presumed that the relative stagnation in the volume of net. Off101al
development assistance has been diverting into “the export ‘oredit sector

Cal rising démand for external firance which earller was satisfied by

con06831ona] aldn = _ . ) .

-Tmabietlsz ~§etachanggfiﬁ'guafantéed*private“export'creditsl(million us

-dollars

1966 © 1967 1968 1969
Africa : : 228.4 . 266.8 69.5 234.9
All'developing cpuntries 1214.8 . ’1052.6 1441.3 - 1905.5

Souroéi OECD Development Assistance - 1970 Review, fable 25. .

.The terms of financiai flows and problems of debt servicing

‘23, From the peint of'view of the Affican countries, the composition-

and terms of the capital available to them are of prime importance.

24. %o data are available on tefms and conditions of assistance 1o

African countries in the past few years. For DAC members as & group,
the terms of official development loans hardened between 1968 and 1969.
The average interest rate rose from 2. T to 29 per cent, and maturities
and grace periods fell sliightly, from 3i.1 and 7.2 years, respectively,
in-1968 to 28 and 6.7 years in 1969. This was mainly due to 4 lowet
volume of .commitments by the most concessional lenders and increased
commitments by countries having harder programmes. lowever, due to an
increase in “he grant share of tota] commitments from 58 per cent to 66
per cent the overall conczasional elczent of official davelopment assis-
tance rose from 80 to 85 per oent_d/. :

1/ The "concessicnal elemeni" is found by subiracting the present value
- of scheduled future debt service payments (using a discount rate
of 10 per cent) from the face value of the commitment ;. for-a grant
the. concessional element is 100 per cent, for a loan at 10 per cent
1t 1s zero. S :
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Tableld. The financial terms of official development asgistance:
conrltments in 1968 and 1969

Loans
Grants as % cof total Weighted average _
ODA commismenis Maturiivy [years) lrterest ratc %WGracheriodfﬁzézé

Country 1068 1969 1968 1969 _ 1968 1969 1968 _ 1969
fustralia 100 100 : (Fo Loans)
Austria 51 69 11.9 - 15.2 5.1 dod 1.9 4.2
Belgium 95 92 21.9 272 3.2 2.6 6.1 8.3
Canada 83 60 50.0  48.5 0.0 0.3 10.0 9.8
Denmark 57 18 24,9 25.0 0.0 0.0 7.0 7.0
France 72 %) 17.0 176 3.7 3.7 1.7 1.9
Germany : 51 .51 23.4° - 2640 3.0 3.2 1.1 7.6
Italy 30 27 12,3 10,9 4.7 5.3 2.3 2,2
Japan 62 - 42 17.9 19.5 3.7 307 5.6 6o
Worway . = . 92 91 23.0 36.0 2,2 1.7 5.5 749
Netherlands 52 70 27.9 28.6 3.8 3.1 6.4 8.1
Portugal o 31 31.7 30.1 2.4 2.3 8.4 8.0
Sweden ' 75 85  34.0  47.2 1.5 0.9 9.6 10.0
Switzerland 75 78 32.9 34.9 2.2 2.1 TeT: Tod
United States 54 70 38.0 37.1 2.6 3.0 9.0 8.7
United Kingdom 46 - 48 24.0 24.1 1.0 1.2 5.6 5.6
Tatal DAC | 58 66 30.7  28.4 2.7 2.9 To2 6.7

Source: OICD Developmeni Assistance - 1370 Review, Table III-2.

25. There has been a growing awareness during the second half of the 1960's
of the problem of terms of assistance given to develoning countries. In
July 1965 DAC afiopied a recommendation on Financial Terms and Conditions

in which targets were established against which the performance of DAC
members could be checked. A further effort in the direction of easing the
terms of assistance was made in 1969 by the adoption of a supplement to the
1965 recommendation, Although the Supplement is principally concerned with
the setting of an improved target for terms, one of its most forward-looking
features is that for the first time official recognition is given by the DAC
countries to the need for a minimum level of official development assistancel/
The general practical effect of the new norms iz likely to be an improvement
in fterms.

1/ T0/B/C.3/72.
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26. Six of the sixteer DAC-countries. did not qualify at all under the 1969
Supplement in 1969: CGermeny, Italy, Japan and Portugal because their terms
did not meet the norms, and Austria and Switzerland because, although they
met the. terms standard, they failed to commit a large enougn volume.

27, The firancial conditions of the flows of financial resources from
socialist countries have remained basically unchanged. The bulk of Soviet
commitments take the form of development credits with maturities of 8 to
12 years at 2.5 to 3 per cent interest. Trade credits at higher raftes of
interest (3 to 5.5 per cent) and shorter maturities are growing in importance,
while grants play only a minor role. The terms of the commitments of the
other socialist counitries cf Lastern Lurope are similar to those exiended
by the Soviet Union while Chinese terms tend to be softer;L/ In 1968 the
total granu element of Soviet comnltments was 36 per cert.g/

28 There is a cloge relation between the lending terme of the world Bank
and the conditions in world capital markets where mosit of the Hank's funds
are being raised. In 1970 the Bank's borrowing cost averaged 7.69 per cent

- as against 6.46 per cent in 1909 and 6.17 per cent in 1968. (onsequently,

in 1969 the Pank increased its lending rate from 65 to 7 per cent and again
to 7% per cent in the beginning of 1971. The average annual return on all
IFC investments amounted to 9.08 per cent at the end of 1970 as against

' 8.45 per cent at the end of 1969. IDA finance bears no 1nterest and only

a 3/4 per oent a year service charge.

29. Dcrorst terms policies can only be fully evaluated in the context of
the growing debt difficuliies of developing countries. Data collected by .
the World Bank on indebiedness show that for 35 African countries for which
data are available, public and publicly~guaranteed debt outstanding amounted
to $8.7 billion a% 31 December 1968. Comparing this with the estimate for
1965 one arrives at an emmual rate of increase of 11.1 per cent.  Debt
service payments by the 35 countries has been estimated at 744 million
dolliars in 1968, which represents an annual rate of increase of 11.0 per
cent -since 1365. A disquieting feature is the increase in debt service
payment of about 56 per cent between 1967 and 196%. Wo other developing
region registered a rise of such a magnitude.

LP' The recent 400 million loan from China for the construction of the
Tap~Zam Railway is interest free and repayable over thirty years,
starting ia 1973

2[' QECD Development Asgistance - 1970 Reviéw’ Fe 3a
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Table 15.. External public debt outstanding and debt service paymente
of 35 Africen couniries, Mmillion U3 dollars)

Debt outstanding bervice
L 2% Degeuber Payment s
1965 . 6,264 468 N
965 1,349 474
1967 | 8,058 YL
1968 8,719 625
1969 | vee 144%/

Sources lkorld Bank Anral prort 1970 Tables 5 and 10
_/ PTOJected.

30. Reverse flows of funds back to the developed countries because of the
sizable flow of private capital have naturally béen considerable. ' Consol-
idated balance of payments accounts of 22 African countries indicate that
payments of gross investment income from African countries more than
tripled during thke pericd 1963~1967. Cross profits accounted for about

12 per. cent of total payments. The overwhéelming part of the profltn'
payments orlglnated in mineral-exporting countries.

Table 16, Gross- 1nvestnent 1nCDmekpaneﬁﬁS by African countries inlllon
Us dollars)

Ce A g o . . . . ’ !

1963 1964 1965 . 1966 . 1967
Gross 2674 611. 6 682.6 898.2 861.4
Prqfiﬁg_ -;38.o- 464.0 505« 3 664.4 614.1
Interest 159.4 147.8 17743 233.8  247.3 o

source: TD/B/C.3/739 Table 1.

3l. The ratio of payments of investment income to exports increased from
about 10 per cent in 1963 to about 23 per cent in 1967. Wkhile this ratio
does not by itself constituie an adequate index of the burden of such -
payments, it shows that these payments have ocutpaced the growih of the
major source of foreign exchange for African countries. A similar conc-—
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lusion emerges from a comparison of the magnitudes of net capital inflow
with gross investment income payments. For 13 African countries for
which data are available, gross investment income payments during the
period 1965-1967 amounted to 57 per cent, of the net capltal 1nflow into
these colntries.l/

32. Iri 2968 nearly 40 per cent of total public or publicly-guaranteed
debt service of developing countries was paid to private creditors. - Debt
service for export. financing which comprises payments on suppliers!
credits and loans from private banks and other financial institutions,
accounted for about three fourths of payments to private creditors.

Table 17. Structure of service payments on existing external public
debt of Africa,(million US dollars »nd percentages)

1965 1966 1967 1968 - 1969%/

Total | | 466.7  4T4.5 472.1  625.4 439

" Loans from governments 170.0  180.6 174.3 217.9  387.9
Loans from international
organizations 46.8 48,1 | 54.0° 63.5 6605
Total official creditors 216.8 228.7 228.3 315.4 45444 .
" Fxport financing 128.5 145.7 176.8 206,2  215.9
Cther private creditors 123.4  100.1 67.0 103.8 T3.6
Total private creditors - 249.9  245.8 243.8 310.0 289.5

Private credits.service as
per cent of total service 54 52 . 52 49 39

Service. on export financing as
per cent of total service
on private credits 51 59 13 66 15

Source: korld Bank Armual Report 1970, Table 10.

Q/ Estimate.

33« The World Bank dats do not include figures for unguaranteed export
credits, debt repayable at the opiion of the borrower in local currencies,
or commercial arrears. If these could have been taken into account, the
total ocutstanding debt and the debi service payments would naturally have
been much greater. The very substantial rise in export credits in recent
- years is an important factor in aggravating the total debt service burden
of African countries. However, the pressure to accept such credits is

1/ T/5/C. 3/13, paras 37.
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almost inevitable when denors do not offer sufficient volumes of grants or
loans at con06531onal terms 1o flnance lmports of capital goods needed for_
economic development.

Technical assigtance

v

34. While an effective aid package must combine capital and technlcal
assistance of the right kinds, one overriding prioriiy can be singled out
for African uuuntr1e3° it is technical assistance, particularliy techni-
cal assistance which ‘enables recipients %o make the fullest and best use '
of whatever other forms of aid are offered snd of their own local resour—
ces, The vital role of technical assistance has also been increasingly -
recognized by all donors during the 1960!'s, Bllateral as well as multi-
lateral technical co-operation expendltares have more than doubled over -
that perlod.

35. As a proportion of bilateral official development assistance from

DAC countiries,; technical assgistance to all developing couniries Irepre— ‘
sented 26.9 per cent of total dishursements in 1969, a substantially higher
proporition than during the early sixties. 4s a result of increased sala~
ries and other costs, the number of persons supplied during the past years
has naturally grown at a slower rate than technical assistance expenditure.

Table 18. Bilateral technical assistance disbursements from DAC countrles
Onllllon U3 dollars and percentazes ) _ : :

Percentage of

. _ official . -
Million US . development '

dollars asslgtance :
1962 - T4k8 14.9 , |
1963 87T o 15.9 - ;
1964 951 .2 16,9
1965 1,053.5 S 18.8 :
1966 1,235,3 21.2 _ )
1967 1,219.4 22,5
1968 C 1,472.4 26,2
1569 1,536.7 26.9

Scurce: 'DECD Development Assistance - 1970 Review.

364 The geographlc distribution of bllateral technical assistance
experdltures is heavily lnfluenced by the assistance from Erance, the
United Kingdom and Belglum to their formsr colonies in Africa. As a
result Africa is the largest rescipient of bilateral technical assistance
expenditure from DAC countries. In 1968,37 per cent went to Africa. This
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proportion has decreased during the 1960's,wfeflecting in particular a -
substantial reducticn in the mumber of operational experts financed by
France. However. while the share of Africa in technical assistance

\expendifure by the fermer colenial powers was declining, several of the

comparatively new donors were increasinglydirecting their aid to Africa.

- In 1968 Canada, Norway, Sweden and Switzerland were spending over half

of their technical assistance contributions for the African region. -

37« Maltilateral institutions! technical assistance expenditures amounted
in 1969 to about one fifth. of that of DAC bilateral programmes. United
Nations cortributions represented mere than 92 per cent, and exceeded 200
million dollars as a result of the continued rapid expansion of the broad
range of pre~ipvestment projects carried out under the "Special Fund )
Component™ of UNDP. Another 5 per cent was accounted for by EEC programmesa

38, The geographical allocation of UN technical assistance follows a .

similar patiern to that ‘of bilateral technical assistance, at least as far
as its distribution by developing regions is concerned. About 36 per cent
of UN assistance went to Africa, while the overwhelming part. of assistance
provided under EEC programmes was supplied to African countries. In terms
of resources for on—-gcing projecis, Africa's share in 1970 represented 39

.per cent .of total UNDP projectso;/

Table 19, Percentage distribution of DAC bilateral technical assistance -
and UN and EEC programmos

s

DAC -
Bilateral [ ERC

Developing countries tolal 100.0 ' 100.0 100.0
Africa total f L

1968 ‘ 36.9 . 36.2 _ . 92.9
Africa Noritk of Szhara . o ‘

1962 8.8 6.0 -

1968 , . 6.2 6.9 N
Africa Soulh of Sahars ,

1962 ' : - 3h.2 24.0 82.0

1068 30&7 29,3 0923

Source: OHCD Development Assistance — 1970 Reviews
-

i/ Mr. Too Kingue, Director of UNDP Regional Bureau for Africa in a
statement to the I'ifth Meeting of the ECA Executive Committee

(E/CN.14/522, para. 98)-
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39. . Technical assistance in 1968 constituted nearly two fifths of all
ald disbursements. to Africa, compared with only zbout one fifth at the
beginning of the 1960's. . _

40, New initiatives have been teken recently both by bilateral donocrs
and maltinational preogrammes with a view to strengthening the adminis-
trationef technical assistance. As regards multinational programmes,
the most important recent initiative is that of the Capacity Study of
the United Fations Development System, directed by Sir Robert Jackson.
Several of the recommendations of the Study were approved by the UNDP
Governing Council in June 1970.

41. One of the‘approved recommendations calls for the programming of
apsigiance in each country within the framework of Indicative Planning
Figures. (IPF) For this purpose the distinctions between the Technical
Assistance and Special Fund components are eliminated. The resources
devoted to a couniry's programming is now a specified percentage of the
total resources for the current year, projected over a given period of -
time. The previous procedure required that projecis which were included
in the techniecal assistance component should be programmed on a two-year
basis. However, provision was made for the financing of projects re-
guested by CGovernments after a programming cycle had been completed. There
was no time-fable set for the submission of requests for Special Fund.
assistance. At any time of the year, a Government could submit a request
for assistance under the Special Fuad -components '

42. The Indicative Planning Figures for 1972-1976 have been calculated
~on the percentage devoted to each country of the total earmarkings of
programmed resources during the five years 1966-1970, and an estimated
anrual growth of total resources of 9.6 per cent. This method of cal-
-culationmeansthat for a number of African countries the level of their
IPF will be very low indeed as compared with on-golng commitments. In
gsome cases it might even lead %o a reduction from the level reached
during the year of the previcus pragramming procedwure. As compared with
a share of 39 per cent for Africa in 1970, the forward programming for
the five—year perlod 19721976 allccates to Africa a share of 37.3
per cent.

External talance and international liquidity

43. Preliminary data for 1970 suggest that African countries as a group
had & balanee of trade surplus of 1.8 billion US dollars, made up of a
surplus of 1.5 billion dollars for the main African oil exporting coun-
tries (Algeria, Libya and Nigeria) and 300 million dollars for the rest.
The net change in reserves were, however, only about 1.1 billion dollars
due to an outflow on other balance of payments items of 700 million
dollars. ‘

by .aﬂ'.k -

—



E/CH.14/WP. 1/35-
OAU/TRAD/ 34
E/CK.14/4MA/30-31
Page 27

ab1é 20, Indicative’ pléhnlngﬁflgures approved by the UNDP Governlng
Council at its eleventh session

Total .+ Total IPF

Individual Affican = - Tee o African - for all
country level of , PR : developing
' - - IPR a Country Co e it countries
million US dollar mill, US
Hllion B8 dollars dollars mill,Us §
30 ' Nigeria,)
27,5 " UAR ) - 5745 - 207.5
20 Algeria, Congo {Dem. Rep. of))
, : ) 80.0 220,0
Ethiopia, Morocco )} ' '
15 Cameroon, Ghana, Guinea )
Ivory Coast, Kenya, Somalia )
Sudan, Tanzania, Tunisia, Y} 150.0 _ 360.0
Zambia )
10 Burundi, Liberia, Madagascar )
Mali, Niger, Rwanda, Senegal ) 100.0 : 200.0
Togo, Uganda, Upper Volta )'
T.5 Chad, Congo (People's Rep. of))
Dahomey, Gabon, Lesotho, Malaw1) 52.5 142.5
Sierra Leone )
5 Botswana; Central African Rep. )
Libya, Mauritania, Mauritius, ) 30.0 100.0
Swazi land )
2.5 . . Bgquatorial Cuineas, Gambia 5.0 15.0
i and helow
and undistributed Comoro Islands, French Territory
- of the Afars and the Issag, 1.0 30.0
Seychelles C)
476.0 1,275.0
Percentage share .
Africa | | ‘ 3743
‘Asia and the Far East o 26.9
latin America and the Caribbean : 21.5
Turope amd the Middle Fast 1443 .

Source: Report of the eleventh Session of the Governing Council.
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Table 21. Balance of trade and changes in 1nternat10nal 1iquidi§y of African
countries (million US dollars) o "

S ... @& Net change "~ Net change in other
Balance of tra@e 1n_reserves-d/ _ balance of paymenis -
1958 1969 . 1970 1968 1969 1870 1968 1969 1970

Africa 1,253 2,104 1,788 337 562 1,060 —916 ~1,542 =728

Africa

oil. ) . : '

region~ 1,232 1,609 1,517 207 309 . 689 1,005 -1,300 -828
Rest of - x s

Africa 41 A9% 271 130 253 371 89 - 242 100

Source: Review of salient features of the world economy, E/5036/Add. 3.

g/ Exports f.o.b. minus imﬁorts c.i.f.
Q/ ‘Gold, convertiblé foreign exchange and reserve position in IMF.

E/ Algeria, Libya, Nigeria. .

44+ International ligquidity of all African countries for which data are
published in I¥P's International Financial Statistics stood at 4,287

million US dollars at the end of September 1970. This represents an

increase of 37 per ceut from the end of September 1969. The United Natlons

Centre for Development Planning, Projections and Policies in its Review

of Salient Features of the World Lconmomy 1970-137%1 has published an -
analysis of the changes of internatioral liguidity of developing countries

" during the 1960's. The data for the 25 African countries included in the

analysis are set out in table 22,

45. The international liquidity of these countries increased by about two
fifths in 1970 o a total of 3.7 billion US dollars. While ithe great
majority  of the countries listed in table 22  were able to add to their
reserves in 1970, six of them had to draw on theirs in order to meet
external deficits. .About three-~iourths of the increase in the total could
be ‘accounted for by increases in the reserves of two countries (Libya and
Zambia)o

46. Holdings at the end of 1970 were down to half the 1960 level in the
United Arab Republic and to much smaller Ffractions in Ghana (18 per cent).
This was equivalent to 2.5 month's imports in Ghana and the United Arad
Republic and only one month's in the Sudan. The reserves/lmports ratioc.
Was of this order even in some of the. counirles in which international
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Table 22. (Changes in international liguidity of selected African countries

!

Tnternational re—~ In
serves a/ end 1970

nercentge of

ionnl rescrves af, ond of

v r
As-vercenteos of Grdss domastic
i

e P O Imports in
Million reserves at broduct b/ in precedin,
of Us ' Irecedings year year 9%
dollars  Fad gl a/
1969  1¢sc.  1961 1970 1961 1970
Total ’ ’ 3,707 141 163 ' 904 10,1 47 58
Cameroon 81 169 427 3.9 8.6 24 .39
CAR 1 100. 253 can .. 0.5 - 3
Chad 2 200 17 4.4 O 7 32 4
Congo (Dem. 1
Repo.of) 185 93 294 13 10.5 52 45
Congo {Pesople's _ ' ' 2
Rep. of ) g 150 180 2,7 3.4 4 11
Dahomey 16 200 178 5.8 6.4 36 3l
Ethiopia 71 99 134 5-9 44 €6 46
Gabon 15 188 150 8afr 568 34 21
Ghana 71 &2 18 1453 3e1 53 21
Ivory Coast - 105 128 309 €.0 745 20 31
Xenya 119 129 425 60 15.3 27 67
Libya 1,550 173 1,939« 34.0 4243 52 235
Manritania -4 100 67 Ta'l 2.0 16 - 11
Morocco 141 124 68 10a3 4.5 45 25
Wiger 19 271 238 369 5.3 42 42
Wigeria 226 164 52 13.7 5.0 65 33
Senegal 22 215 29 12.9 2.9 49 11
Sudan 22 61 13 13.7 1l 84 9
Tanzanie, 139 82 108 11.3 Ta2 53 33
Tago 35 135 500 6n1 a0 27 67
Tunisia 58 157 62 9.2 4e9 38 23
‘Uganda oL 109 116 1li.2 6.3 6o 46
UAR 135 93 51 4.9 2.2 30 21
Upper Volia 36 157 300 6o 12.9 43 78
Zambie 514 139 257 27.2 34,3 81 105

e

Source: Reviewuof salient fea’urvs of the world economy 1970«71,E/5036/Add.3

Takle IV-~8,

g/ Gold, convertible currency. speclal drawing rights and reserve positions

in ITMF.

Q/ In current market prices converted at official exchange rates.

g/ Valued c.isf.

g/ 1962 for Dahomey, Ivory Coast, Kenya, Mauritania, Wiger, Senegal,Ténzania
Togo, Uganda and Upper Volta; 1964 for Congo (DemeRepaOf}l965 for Zambia.

)

]
/A
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Sencegal, Tunisia and the People's Republic of Congo... Hot moxre than
half of the countries listed in the table had reserves for more than
four months importe, and in nine couniries were reserveg lower at the
end of 1970 than a% the beginming of the decade.

AT. Table 2% sets out *he structure of Africa’s international liquidity-
- It ghows cl=sarly the negligible role played by SDR's in the over-all
picturc. Thirty-nine African countries received SDR's amounting to 193
million dollars ont of a totzl! alleocation of 3,414 million dollars for
thne first year of -operation of the scheme and 168 million out of 2,949
million dollars for ite second year of operation. This is less than
one third of the allocation for USA alone, and only slightly more than
what is allccated to West Germany. What is more, the allocation for
1970 was more thin wiped oat by the aeterloratlon in the terms of

trade for Africa du ring that year. ;/

Table 23. ~Structure of Africa's intermationsl liquidity (million US.
dollars and percentages ) ' '

1961 1965 1970
End year End year  End Septemberf‘

Total million US dollsrs | 2,143 2,053 4,287

Percentage share: -

Gold 11.4 13.9  12.0
Forelign exchangs 875 82:5 82.6
Reserve pegition in IMF 1.1 b o247
SDRis - - 2e'f

Source: Infernaticnal Financial Statistics, March 1971.

48. Special drawing rignts can be used to obtain convertible currency
frem cther terticipeats in ths schemsz. Nineteen African countries used
a totel of 105 million Rolluxs wp to the end of Jamuary 1971.

i/ Estimeted as a loss of 267 million US dollars hased on the unit
value indexes for the first three quarters of the year.
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“Summary and conclugion

49¢ The analysis in the preceding paragraphs, despite the numerous gaps
in available information, makes it possible to identify the following
major issues and problems to which African countries should seek solutions
before and during UNCTAD IIT and in other international discussions or
negotiations: :

(1)

(11)

(iii)

(iv)’

{v)

(vi)

(vii}

There has been a deceleration in the raie of growth of economic
activity in Africa during the second half of the 1960'g, in
cortrast tc the trend in other developing regions. A4 polarige

‘ation of growth has been taking place among the developing

countries in- favour of the more advanced among them;

7A1%hough there has been an improvement in the external balance

for African countries as a group in the past few years, only a
handful of those countries could show a surplus on their
current exlternal account at the end of the 1960's. For the
mejority imports were higher than exports than at the beginnlng

_of the decade.

Africa, in addition to sharing in the broadly adverse trends in
the volume of transfers of financial resources to developing
countries, suffered from a serious fall in the share of resour—
ces going tc the region. In constant prices, the amount of

"resnurces received at the end of the decade was probably not.
more than about four fifths of what it was at the peak at the

beginning of the decadce

Africa accounts for'leSS'than one fifth of the World Bank groups'
loan commitments. IDA credits accounted for about one third of
total lending from the World Bank group to Africa, as compared
with more than half for Asia.

For DAC countries as a group the terms cof official development
loans hardened between 1968 and 1369. There was, however, an
increase in the concessional element due to an increase in the
grant share.

The outflow of financial resources comstitutes a significant
compohent .of the payments of foreign exchange. There has been
a stronger rlse in African countries'! debt service payments in
the past few Jears than in any cther developlng Treglole

Technical assistance and pre—investment surveys constituted
nearly two fifths . of ali aid disbursements to Africa at the
end of the 1960's. The new programming procedure of URDP may
lead to a decline in the contribution to this share from mul-
tilateral programmes, in spite of the importance of technical
assistance in any aid package. for African countries. As far as
UNDP is concerned there might even be a decline frem on~going
commitmentsa. :
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(viii} Not more than half of African countries have international

reserves for more than four months'!' imports, and in a
mumber of them were the reserves lower at the end of the

- 1960's ‘them st the beginning.of +the decade. The contritution
of SDR's %o the countries reserves is being mullified by
adverse developneut ir their terms of trade The first all-
ocation of 5DR's to Africay, for 1970, was more than wiped
out by the deterioration in the termp of' trade of the region

\ durlng tha years

50, In the years since UNCTAD It tnere has bﬂen a number of appralsals

of the growth process, of which the wmost imporbunt is probably the sow
called Pearson Commission Reportn '‘Other important reports include the

study by Sir Robert Jackson, the report of the US Task Feorce on Interna— f
tional Development, headed by Rudolph Peterson. and the report commissi-
oned by the Inter-American Development Bank from Dr. Racul Prebisch on -
Change and Developmenit in Latin America. The United Nationzs Gernsral
Assembly in Resolution 2626(XXV) has adopted em International Development
Strategy Tor the. Second United Nations Development Decade, and the First
Conference of Ministers of the Feononic Commizsion for Africa in its
Resolution 218(X) has charted a Sirategy for ifrica’s economic auni social
develcpment -in the 1970's as part of the International Development strategye

51. Thers should therefore now be very clear ideas sbout what nseés to
be done., It remainsg to transform the ideas into facts. The emxphasis in
the approach 6f African countries should therefore be to ensure the early
implementation of decisions that have already been taken or ideas that
have gained imternational recognition rather.ithan to seek after radical
new definitions of sbjectives and targets. It weuld seem a miedirection
of efforis if the unfavourable irends which have been identified in this
paper were to he allowad to continue unchecked, while -African countries
focussed attention on other, higher, amblulous object in 1nternat10nal
trade and flnanclal DOllClBSu

The flow of resourc@s

52, At its first session UNCTAD adopied recommendatloa A.1V.2 which aimed
at aghlev1pr an increage in the volume of financial transfers to a minimum
of 1 per cent of the national income of each developed country as recomme—
nded by the .United Wations General Assembly in 1960 and again at the
launching of the firet Unitad Nations Desvelopment Decade in 1961. This
recommendation was endorsed in 1965 by the members of DAC. UWevertheless,
between the first and the second sessions of UNCTAD the flow oi aid,
instead of increasing towards this target, tended to move away from it.
The second session of URCTAD adopted resolution 27(IL) which raised the
previcus target to I per cent of gross national product at markst prices,
which involvsd a poteniisl increase of some 25 per cent in the amount of
resources %o be iransfered. Finally in the International Development
Strategy for the Secend Uaited Nations Development Decade, the Geveloped
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countries commitied themselves to endeavour to attain the target by
1972, or by 1975 at the latest. ‘

'53. Total external development flnanclng has, however, continued iis
‘relatlve decline also after the second session of UNCTAD, mainly as a
result of a persistent fall in transfers from the United States.. The
progpects for official development assistance in the near future is for

a continuation of the trend of the past few years; increases in the net
flows of other countries about being offset by a decline in United States
disbursementss Even if the US Congress approves the aid allocation for
1971/72 which the President has asked for, Americen official aid will
5%11l be running at a mere 0.3 per cent of grogss national product or less
than half way towards the target of 0.7 per cent for official aid proposed
by the Pearson Comm1351ona

54 Afrlcan endeavours at UNCTAD III should aim at gettlng the ex1st1ng
commitments implemented. This would entail securing agreement by the
developed couniries which have not yet felt able to set a specific date
for achieving the one per cent target, and in particular the United
States, that they would increase the volume of their aid over an agreed
period of years until they have reached the target level. . Countries
whick have already attained that level should be requested to endeavour
to raise their development assistance ratios further. All developed
countries should be reguested to agree tc provide by a specific date a
minimum of 0.7 per cent of their gross national product by way of net
official financiel resources transfers as suggested at the second sgession
' oTHUNCTAD and accepted in the International Development Strategy.

55+ * The socialist countries have yet to define even a voluntary target
for the level of their aid effort. African countries should pursue the
definition of some aid target for the socialist countries, and in parti-
cular try to secure greater stability in the volume of this aid to the
African region.

56s There is a recognized need for innovation in the mobilization of
international resources for development. Six years ago the first UNCTAD
expert group on internaiional monetary issues concluded that "i{ was both
feasible and desirable to establish a link between the creation of
international ligquidity and development finance without detriment to
either=process“ The technical feasibility of a "link" was demonsirated
by the Second UNCTAD expert group two years ago. In 1969 the new reserve.
asset — Special Drawing Rights - was established within IMF and the
facility activated from the begimning of 1970, The International Develop—
ment Strategy recommends that serious consideration should be given to"the
possibility of the establishment of a link between the allocation of new
reserve assets and the provision of additional development finance". A
report of the Sub-committee on International Exchange and Payments of the
United States Congress has proposed amending IMF's Articles to permit it
to retain 25 per cent of the SDR's of the developed countries members of
IDA to be used for expanding IDA's activities.
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57 The poszibility of a "link" is therefors slowly but steadily gaining
growd in ths minds of those who are concerned wilh this problems As the
SDR mchems gains strength it should be adopted to purposes that are funda~
mental Tor *he health of the world sconomy. The next occasion when the
internation=l commnity will be ready to consider the ~uestion of the
Maink®™ will o2 in 1872 when the seccad round of zllocmeion of SDR's falls
due. The only thing that is required at that time is a policy decision
by the developed coumtries. African countries should urge that methods:
T oaoel ) fo AY~ crtablisberert of 2 link before the next basic peried

for allouatnon of SPRYg _/

58a Wh;lb being concernsd about the tolal flow of resources to developing
couniries, African covntries should also pay serious attention to the
geographical allzcaticn of this aids Resolution 218(1) of the First
Conference of Ministers of ECA on Africa's sitrategy for development in

the 1970’» raodrmends that Ywithin the one per cent target {for financial
regouroes trancfers from developed tc developing couniries, measures
should be taken to ensure a more eguitable distribution so that the region‘
as a whole, and in particular the least developed among Afrlcan countries,

-wmll cbiain an adsguate chare 6f fthese transfersg".

59, One of the declared fnctions of aid 1s +to reduce the growing interm-
ational inegualities. This prlrc;p1~ has usually been applied only to the
income gap vetwesy Lthe daveloped aad thz developing countries as a groups
I this principle is cpplied to the third world, aid should be increasing-
ly dirscted to these with lowesi income and lowest development prospects.
On this grourd thz claims of Africa for a growing share of international

sgigiance are very stromg. Within the aid foial there is therefore a
spechl cage for allocating a greater proportion of aid funds %o the least
developad region, African countries should ensurs that within the-general
aid stratcegy their noeds be given special attention; either by setting up
sneclIic targois for coniribution, supported by a machinery for implemen—
tation, or by seliing up programmes in berms of specific objeciives to be
achieved, which the donors should agree to underwrite.

60. The claim for a geeater share in aid programmes is particularly dire—
cted 1o th2 multilateral agencies. A distinguishing fzature of the aid
from medinm-sized donor countries — most of which have indicated their
wiltlingness to meet the aid target - is the preference for multilateral
programmes . [ Trronn countries would therefore have to improve thelr share
of the flow of zusliaternce Trom UN, the World Bank group wnd other multi-—
latersl azencleg in order 1o benefit from the increased ald coming from
these countrics, They shouid in particular sirongly support the position
of Afrigan Geveracrs ium the World Bank Group that the Bank undertake a

o A il

l; Por example, the possibility of amending INF's Article XXIII, Section
3 could be explared in order to snable international organizations to
hold SDR’s.
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'

moxre eﬁﬂiﬁable distribution of IDA's fesources; taking into account not
only the size of population, but also the degree of development reached
¥ by the different developing countries.

61l. In so far as the UN is concerned, African countries should reguest
an immediate revision of the level of Indicative Planning Figures for
individual countries to ensure that the IPF's correspond more closely

$o0 their needs and capacities. Most African countries gained independ—
ence between 1955 and 1963. The transition to independence imposed
tremendous political and administrative strairs; and, the first years
after independence were therefore invariably used to lay the administra~
tive and political foundations for Statehood. Egsential first steps

were the gtrengthening of the Government machinery at appropriate points.;
In this process the capacity to identify and formulate projects which
could be submitted for assistance was necessarily not developed at the
same speed. Only in the very past few years is this capacity; including
the availability of data, ‘approaching a level commensurate with the
needs for dssistance. Individual African counmtries which for these reas-
ons had low rates of utilization of UNDP assistance during the 1960's are
now being penalized with IPF's for the period 1972~1976 which for some
countries may make it necessary with a downward revision of existing
project commitments. In revising the present level of IPF's the whole
system of allocation of UNDP resources to individuasl couniries should he
reviewed with a view o eliminate its present bias against couniries
which had started late in their national plamning and progremming
activities. ' '

<2

The terms of financial flows and problems of debt servicing

$2. Recommendation A.IVe4d of the first session of UNCTAD, which was
adopted with the developed countries either voting against it or abstai-
ning, recommended that donor countries should endeavour 4o meet certain
conditions in respect of periods of repayment of loans, blending of
loans and grants, ‘rates of interest, and a more flexible policy with -
respect to tied loans. Although this recommendation was not supported
by the developed countries, the members of DAC adopted in 1965 a recomm—
endation in which they recognized the need, first, for a certain degree
4, of harmonization of the terms and conditions on which financial aid

B was provided by the various members and, secondly, for the softening of
» financial terms and conditioms. In some respects the targets for

i scftening of terms and conditions were nd more ambitious than those which
il " the members as a group had already afttained. As regards the need for
i harmonization,it appeared to be achieved at the level of the least
favourable terms accorded. For all DAC members the weighted average of
terms and conditions deteriorated between the firgt and the second
session of UNCTAD. -
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63« In the face of this relative deterioration in the terms of official
financial aid, the second session of UNCTAD in decision 29(II) recommended
that developed countries should renew their efforts to achieve by the

end of 1968 the objectives established in the 1965 DAC recommendation.

The supplemertary recommendation adopted by DAC in 1969 made for some:
further improvement in terms. The International Development Strategy
reaffirms the determination of the developed countries to reach before
the end of 1971 the norms set out in the 1969 Supplement and to obnsider,
in the further eveolutfion of their assistance policy, the sp901flc sugge—
stions contained in decision 29(II) of UNCTAD .

é4. Conference decision 29(I1) suggests that by the end of 1970 each
donor country would either provide 80 per cent or more of its official

ald in the form of grants or provide 90 per cent of their official aid
commitmente as grante or loans at 2.5 per cent or less, with repayment
period of thirty years or more and & minimum grace period of 8 years.
Illustrative projections published by UNCTAD show that if these norms were
adopted, cumilative debt-service after 20 years would under certain assum—
ptions be $10,000 million less than under the DAC 1969 Supplement.;/

The terms recommended by the Pearson Commission would also lead to lower
debt service than under the 1969 Supplement, but the reduction would be
mach smaller than if the norms of d60151on 29(II) had been applled.

65. Afrlcan efforts at UNCTAD IIT should as a minimum urge the developed
countiries to implement before the end of 1971 at least the target they
have set themselves in the 1969 Supplement. This should, however, be
considered only a first step towards the achievement of the goals suggested
in decision 29(II) within the Second Develapment Decade.‘

66, Among the possible measures %o soften the terms of financial flows is
the proposal for a multilateral inferest equalizmation fund to subsidize
interest payments on multilateral lendings. With marginal sum provided

to subsidize interest rates, the World Bank for example, would be able to
bid on the world capital market for largeér amounts by offering a normal
markeét interest rate and relend the money at substantially lower rates.
The  World Bank is alredady in effect-subsidizing itd lending rate, since
the Bank's current borrowing rate excéeds its current lending rate. Thus
the principle of ‘an interest subsidy is consistent with IBRD practices.
However, its ability 10 provide such subsidies is severely limited in the
absence of a special fund. African countries should therefore support the
propesal for creating z multilateral interest equalization fund and urge
those developed that have not yet agreed to examine the proposal to recorn~
gider their p031t10n.

1/ T0/B/C.3/72, Table 7.

-
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67. * Softening in the terms of lending will also be achieved by "blending”
IBRL loans with ID4A, loans. A minimum objective for the World Bank Group
should be that its average lending rate for developing countries as a
whole should be no higher than 3.5 per cenit.per annume. The Bank has
decided as a maitter of policy to allocate more of its resources in support
of African development, especlally in agricultural and manpower develop-
ment. In the absence of assistance on concessional terms, there is a
problem how African countries can afford to use 1ncrea51ng‘amounts of
these funds which the Bank is ralslng on commercial terms. With the
change in the direction of lending by the Bank, appropriate changes in
its lendlng policies are required. It will need to adjust these policies
to the requirements of the new sectors on which it has embarked. It
should be implicit in the new policies that a greater proportion of IDA.
resources should be chammelled towards the African region. Only by a more
favourable "blend" of IDA and Bank funds going to Africa than at present, .
will it be possible for African countries to utilige these funds for the
development of their social infrasiructure.

68. The problem of maintaining, not to speak of increasing, the net
transfer of resources to African countries will be seriously aggravated

if the onerous terms were 1o continue as in the recent past. A4 number

of African countries are already facing increasing problems in meeting

the service payment on their external debt. Since heavy borrowing is a
relatlvely recent phenomenon in Afrlca, the growth of debt servicing is
expected to e faster for the African region than for ‘any other developlng
region in the Second Developmept Decade and the years immediately following.
Unless terms of financial resources are improved, the efforts for develop-
ment will be jeopardized and the very goals for which the debis were in-
curred will hang in the balance.

69. Although the volume and composition of external public debt has been
one of the main factors responsible for the situation in some African
countries, it cannot be considered in isolation from the servicing of
external private debf and the profits earned by foreign private investment.
The debt burden of a number of African countries have been seriously wors—
ened by the growing weight of these elementss. The sharp increase in short—
term credit in recent years, particularly ithe disproportionate growth of
commercial credits in the flow of resources, is a principal reason for the
difficulties in debt repayment.

70+ The debt servicing problems have arisen primarily out of the persis—
tence of unfavourable terms and conditions of aid, and therefore measures
almed at avoiding the problem in the long run must consist in the main
part in adjusting these terms.s But in dealing with those cases where a
crisis has already arisen, a softening of the terms of new assistance is
obviously not enough. Hehegotiation of debt with a view to reschedullng
of repayment liabilities is usually necessary. An important measure for
congideration is the recommendation of the Pearson Commission that debt
relief should be considered a legitimate form of aid, and that developing
countries should be allowed to use new loans to refinance debi payments.
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71i. In respect of private credits, it would-be helpful if the governments
of the lending countries wexre to. ensure that export credits exitended to
devloping countriés are based on considerations consistent with sound .-
development objectives: An important area for surveillance by governments
of the developed countries lies in the pricing of the equipment that is i
purchased with the aid of such creédiis. - It appears that prices of equip—
ment sold under credit facilities are apt to exceed those quoted for cash
trasactions 1/. Another measure that can be taken is to provide facili- -
ties for pooling export creditis with developmeni financing from the mult-
ilateral agenciese. This technique -~ which is suggested by the Pearson
Commission — would assist in ensuring that export credits were provided

in 2 manner and under conditions appropriate to the needs of the recipient -
country. It might not also be unreasomable to reconimend that Governments
of ‘'donor countries take over these export credits; most of which are
publicly guaranteed; and transform them into long-term cbligations when -
the recipient appears to be under debt-sgrvicing stress.

The efficiency of aid

72+ The special circumstances of Africa from a develépment point of view:
are, First, the low level, of skilled manpower and, secondly, the limited
markets which most African countries offer. The'first of these cixcum _
stances would suggest that a relatively high proportion of aid skould Te in

the form of technical assistance, whilé the second would suggest that co-
cperation Dbetween African countries should be encouraged by chammelling
ald to-an increasing extent in that direction.

73. “Technical assistance is in partlcular required to negotlate and dis -
burseloans speedily and efficiently. There is a curious ‘symmetny in
many donorg! assumption that African countries are under—developed and

in need of development aid, while, at the same time assuming that their
negotiating machinery is highly developed and efficient, Another sphere
where more technical assistance would be useful is that of project prepa—'
ration, feasibility etudles and pre-invesgtment surveys. And finally,
technical assistance is required for: efflclent_management of projects
after they have been completed. The emphasis on capital aid, as distinct
from aid to recurrent expenditure, has distorted aid efforts away from
assistance to the most efficient utilization’ of machlnery and equlpment
and has led tec sone waste.

T4+" It has become increasingly evident in many African countries that '
growth can be speeded up by the fuller use of' existing capacity rather than
by creating new capacity which would then largely remain under—utiligzed.
Larger availability of non-project assistaroce would have this advantage.
There has been too much emphasis on the preparation and financing of -
individual projects. It is difficult to understend why non-project aid

i/ TD/B/C.3/T3 para; 69.
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should be consi&ered less desirable than project aids. Such considera-~
tions did not carry much weight during the days of the Marshall plana
The Pearson Commission and many other expert bodiss have argued convin-
cingly in favour of non-project assistance. It is time that donors
adopt a more flexible approach to programme alid.

T5. Greater attention should be devoted to African national or multi-
national development banks, whose -scope for action is limited on account
of insufficient resources to.cope with legitimate needs. For example,
unlike the other itwo regional development banks, membership of the
£frican Development Bank is restricted to couniries in the region. For
this reason, its resources are more limited than those of the two other.
regional banks. VWhile maintaining the independence cf ADB by excluding
non-African countries from membership, ADB has since 1966, with the
support of ECA and OAU, negotiated with donor countries to comtritute
to a special fund to be used for concesgional lending.

76« The African Development Bank now has the capacity to disburse addi-
tional capitals It can draw on detailed, local knowledge and it can
encourage sub-regional multinational projects and thus help to overcome
the market limitations from which many purely national projects suffer.
Here lies a rich potential for the effective use of extra aid. It
should be a reasonable objective after five years of negotiations to
demand that the Special Pund should start coperations in early 1972.

77. A primary objective of aid to Africa must be $o encourage the
formation of wider markets and a rational investment policy bhased on
subwregional and regional co-operation and greater mobility of skills

and private investment, Aid can contribute 1o the removal of obetacles
to intra-Africanco-operation It can comiribuie to facilitating the
institutional arrangements required for regional co-operation. But it
car in particular assist by providing funds to support the creation of
regional payments unions. Resort to stand~by arreangements with IMF
canrct be viewad as a realr alternative solution to the balance of payments
constraints impinging on Africen countries! trade liberalization efforts
since they depend on a country's overall payments position and are cond-—
itioned br a general examination of its economic policies to the extent
that they affect the balance of payments. Noreover, INF support through
stand-by arrangements would not be additiomal to, but would be part of
the general IMF facilities already available. Trade liberalization
commitments among African countries constitute om the other hand a new
potential drain on the countrieg! balance of payments.

78. Relatively modest contributions by domor counitries or multilateral
agencies to credit facilities in payments arrangements among African
countries could act as catalysts to atimulate new trade flows many times
. the size of the initial contribution. IMF could support trade liberali-
zation among African couniries by permitting members to make special
drawings exclusively designed to overcome deficits resuliing from trade




