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Introduction

1. There was adccolc:l'o.t1on in the growth rate of economic activity during
the second half of the 1960' s , Real gross domestic product of developing
African countries 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
under,normal circumstances are good indicators of what may happen in the
immediate future, such a deceleration naturally has grave implications, for
the Second United Nations Development Decade.

Table, 1. Average annual rates of growth of GDP and GDP per capita at 1960
prices for developing Africa

1960-65 1965-69 1963-69 1960-69

GDP 4.8 4.0 3.8 4.4

CIDP per capita 2.4 1.4 1.2 1·9

Source: EGA secretariat.

2. This trend contrasts sharply with the one found in other developing
regions. Data published by the World Balli, 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 sam8 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 continued to be plagued by problems
of deficit on external account. Most 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 EGA secretariat suggested
that in 1969 about three quarters 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 Decade.
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5. It is agains-t -this background that African countries are participating
in discussions on international co-operation in the financial and monetary
fields, Tne following pages review some of the main developments in these
fields in the past few years in so far as they may' be relevant for African
countries"

6" L~okL2g ~t tlls statistical picture one is impressed by the central fact
of the balance of pa;yments of most African countries, That is that the
position reflect the deliberate effort to accelerate the pace of sooio­
economic development and the chronic def'Lc i.ency of domestic resources in
meeting the financing requirements. Inflows of external capital and.aid are
necessary to ach.i.eve even a fairly moderate level of fixed capitalf:ormatio~,
and these inflows give rise to deficits on the current account.

7. Th" exceptions to' this general situationare few. They are, however,
important in the combincdbalance of payments position of developing Africa.
The over-e-al.L deficit of the current transactions was, practically wiped out
in 1969 mainly as a result of highly favcurable developments on the merchandise
account of a limitod number of African countries. As the volume of capital
i.nflow has remained appr,oxiJl)ately unchanged in recent years, there was an.'
ovezv-al.L balance of payments surplus of $600 million in 1969.

Ta~2. Balance of payments summary for developing Africa 1966-1969
(1 ,000 miJ.~i()n US dollars)

1/ For a detailed analysis of Africa's visible trade, see E/CN.14/WF.1/42.

8. One common factor behind the improvements in the external position of
the"8 countr-Lcs is the predominance among their exports of mi.ner-a'La , Moreover,
with foreign exchange reserves usually at a barely safe minimum level, many
African countrioo have had to adopt the only way open to them for ooping with
balal2ce of payments difficulties, na~ely to cut back on the increase of imports.
But in spite of these developments, ~he majority of African countries continued
to face· the B,erne.situation in the second half of the 1960's as in the first
half of the decade -- worrying d.eficits on their rner-chand.iso accounts.1/

1966 1967 1968
--_.
Our-r-errb .ba.l.ance -0.8 -0.8 -9 ..5
Cap.il.e.L ba'Lance 0.8 0.'7 0.3

Over-z,ll b::IJ.a.Y'lCC ·-001 003

.§..o..£.~~,: 00' Annual .Repor-t 1969, 1970.

0.6

0.6

I
I

I
I

I
I
"I,
I
;
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9. With only few exceptions all African developing countries sustained
persistent deficits on their over-all invisibles account, and in practioally
every component item. This cannot be otheriTise as long as Afrioan countries
continued to depend on the outside world not only for their capital formation,
but also in respect of shipping services, insurance services and skilled
managerial and technioal personnel.

10. Of all the countries shown in table 3, only five have had a surplus on
the combined goods and, services accourrt i dur-Lng the years 1966-1969;' Noreover,
if public and private transfers are included in the current account, the
number of countries having a surplus is reduced significantly.

Table 3. Balance on invisible account for selected African countries, 1966 - 1969
(m illion of jJS' dollars)

Total
Transport Invest- Central balance Balance on

and ment Govern- Other of 'in- goods and
insuranoe Travel income ment services visibles services

Congo 1966 -55.0 -63.0 -52.0 -170.0 11 .0
(Dem sRep s ) , 1967 -39·0 -67.0 -62.0 -168.0 42.0

1968 -57.0 -87 .0 '-69.0 -213,0 27·0
1969 -65.0 -84.0 ' -61.0 -210.0 80.0

Dahomey 1966 -0.1 -0.7 - -0.8 -26.1
'1967 -0.4 3·7 0<8 4 ·1 -35.6
'1968 -1.3 -1.6 0·9 -2.0 -27·2
1969 ... ... ... .~-. ...

Ethiopia 1966 -12.1 -5·0 2.6 -14.5 -44.5
1967 -6.4 -6.9 -1.3 -14.6 -37.6
1960 -,12.1 -9.0 13.4 -7 ·7 -42·9
1969 -9·1 -8.1 7,1 -10.1 -20.2

Ghana 1966 -38.2 -20.1 -18.8 -77 .1 -117 .5
1967 -33.9 -24.2 -30.0 -88.1 -69.3
1968 -29.8 -32.1 -25·7 -87.6 -40.0
1969 ... ... ,. . ... ...

Ivory Coast 1966 ..,34.0 -0·5 -23·5 -58.0 -11.0
1967 -:36 <1 -D .8 -25.1 -62.0 -22.0
1968 -:38.,5 2.0 -30·4 -67.7 36.0
1969 -:41.0 -2.0 -34.0 -77 .0 37.0

Kenya 1966 24.6 -34·9 57<4 47·1 -27.4
1967 21·5 -39.9 62.5 44.1 -60.3
1968 24.4 --:39.0 52.4 38.0 -63.3
1969 25·5 -37·0 56.1 44.6 -43·9
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Table 3. Balance on invisible account for selected African countries, 1966-1969
(million of us dollars) (cont'd)

•
Total

Transport Invest- Central balance Balance on
and ment Govern- Other of in- goods and r

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 -839.2 379·4
1969 455 ·7 -88.5 -456.9 -1001.1 492.2

Malawi 1966 -9·9 -12.4 -22.3 -49.6
1967 --'11 .1 -14.9 -26.0 -39·4
1968 9·4 -14.9 -24.3 -44.7
1969 -11.1 - -16.4 -27·5 -48.8

Mali 1966 -13.4 ,..11.3 --6.5 -31.2 -48.1
1967 -12.1 -8.0 -7.3 -27.4 -42.9
1968 -4.7 -4.2 -3.4 -12.3 -18.6
1969 ... ... ." '. ... ...

Morocco 1966 -22·9 -4.7 -19·2 -46.8 -61.3
1967 -24·7 -8.7 ~15 .8 -49·2 -105.5
1968 -22·7. - 8.5 -28.7 -42·9 -104.0
1969 -29.8 -22·5 7·7 -44.6 -82 .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 -36.1 -154.0 -215·3 -405·4 ,...169.1

Sierra Leone 1966 -9·0 -7·6 -4.9 -21·5 -30.6
1967 -8.1 -11 .2 0.1 -19·2 -30.0
1968 -8.1 -9·7 ~.6 ..,18.4 --6.4
1969 -10.0 -7·4 -3·5 -20·9 -14.3

Somalia 1966 -1.3 -2.1 -2.6 -6.0 -20.4
1967 -2.0 -3.4 -2.9 -8.3 -23.8
1968 -2.8 -0.1 -4·2 -6.9 -22.8
1969 -0.3 0.7 -1.0 -17·5

Sudan 1966 -9·5 -16.9 -26.4 -54.3
1967 -8.6 -19.2 -27.8 -48,5
1968 -10.3 -13.8 -24.1 -51.4
1969 -14.6 -15 ·5 -30;1 -27·9

Tanzania 1966 5.8 -19·3 4·7 -8.8 -1.4
1967 -4.0 -16.8 10·9 -9·9 -9·7
1968 -3.1 -4.4 18.4 10.9 15.3
1969 -2.1

,.
-3.0 21.4 16.3 16.4
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Table 3. (cont td)

'. . Total
Transport Invest- Central balance Balance on

I amI ment Govern- Other of in- goock 8x>.d
insurance Travel income ment services visibles services

._--_.~

Togo '1966 -1.4 -.() ·9 -4·1 -6·4 -10.2
1967 -3.4 -0.8 -4.2 -9·7 ..s ·5
1968 -5·3 -1.0 -4.7 t·-,~ 1.o ··4.7
1969 ... ... ... ... ...

Tunisia 1966 -19·0 -27.0 -28.0 -20.0 -132(>0

1967 -22.0 3.0 -11 .0 -30.0 -144.0
1963 -19·0 10.0 -5·0 -14.0 -75,0

1969 -25·0 20.0 8.0 3.0 ·-88.0

u.W 1966 217 .0 -69.0 23.0 171.0 -1 r.')

1967 106.0 -45.0 1.0 62.0 -298.0
1963 -3.0 -51.0 -9·0 -63.0 -248.0
1969 --6.0 -50.0 -21.0· -77.0 -303.0

Zambia 1966 -41 .1 -87.1 -44.4 -172.6 84 .1
1967 -57.6 -70.8 -45.8 -174.2 14.6
1968 -70.3 -81.9 .-64.7 -216.9 11,2
-1969 ... - • 0 ... • ;; G

_"w_',_____
--~"><_..~~-~_." ".~-.~,~,

Sou.rce: IMF International Financial Statistics,. l\~arch 1971.

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 citizens employed ab~oad have a net
inflow of private remittances. Public transfers are generally positive. It
is worth not~.ng the rather irregJ.lar flow of capital, in par-t i cu'l.ar- as rega-!:"'ds
private capi~al movementsq
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·The volume of aid

12. Considering the smaller economic growth achieved by Africa as against
the growth of other regions, there is a great need for intensification of
development assist~1ce to African countries. In spite of that, the share
of Africa in total official net flow of external resources from developed
market economy countries and multilateral 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 decade. The decline between individual
years is even more illustrative. Africa's share in tctal aid fell from
about 35 per cent in 1960 to about 27 per cent in 1960 to about 27 per
cent in 1965 and to 23 per cent in 19·68. '

Table 5: Total official net flow of external resources to deve1cping a/
regions from DAC countries and multilateral agencies (annua1.average)-

Region 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 956035 299.43 1,255.78

Asia 1960-1966 1,869·56 232.72 2,701.27
1967-1969 2,000.67 352.31 3,548.15

Oceania 1960-1966 105.07 0.76 105.83
1967-1969 190.02 3.32 193034

Total (unallocat-
598.8')-b.!ed included) 1960-1966 5,419·92 6,013.81

1967-1969 6,318.81 1,035·17 7,353.99

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

~ Bilatftra1 flows ~et of loan repayments; multilateral flows net of
loan repayments, grants'and capital sUbscriptions and net official.
purchases of bonds, etc., by developing countries.

~ Total exclude figures for African and Asian Development Banks. For
the African Development Bank cumulative disbursement from its foun­
dation in 1964 to 1966 were 09 million. (Negative figures reflect
inflow as the Bank's capital W'lsco!!f!ti~uted)..

•
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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 1961-1969 was
due to a fall in the· flow of bilateral resources of 145 million dollars
accounted for by a significant retraction in the flow of resources from
the main bilateral donors. Of 16 DAC countries, twelve countries more
than doubled their assistance during this period. Howeyer, the flow of
resources from the remaining four countries"Belgium,. France, United
Kingdom and USA, declined by 312 million dollars, nearly half of which
was accounted for by a fall in the flow of resources from USA.

Table 6, Total offioial bilater~l net flow of resources from DAC countries
to Africa.-1960-1969a/ annual average (N~llion US dollars)

1960-1966 1961-1969

Australia 0.33 0·94

Austria 1.21 2·40

BelgiUm 15.18 66.54

Canada 5.85 26.35

Denmark 0.62 8.59
France.~ 636.10 518.03

Germany 59·51 110.13

Italy 38.18 10.08

Netherlands 0.35 10.43

Japan 0.13 8.10

Norway 0.62 6.90

Portugal 38.06 41.24
Sweden 3058 20.66

Switzerland 0·93 5·05
United Kingdom 193.84 156.93

United. States 444·31 296.33

Total' 1500.10 1354.10

Source :. O~CD Development Assistance - 1910 Review.
~/ Net qf loan repayment • .

£1 Includes 58.24 and 118.26 million dollars to Overseas Territories
and Departments in 1960.. 1966 and :L961-1969 respectively.
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14, In addition to the qeclining share, aid to Africa fluc~ated more'
than for other regions, Although aid, in current price'S, was larger in
1968 than in 1960, in fOur out of the nine years, Le, in 1963, 1965,
1966 and 1968, it was Le ss, than j,n the preceding years, The volume of
aid to Africa r-eaohed, its peak in 196?: when it stood a,t 1,777 million,
By 1968 it had .<ieclined to n,' 62 miJ.J ion, If the 1968 volume of aid is
adjusted for changes in prices of manufacbur-e s entering intc international
'Grade, the $I, 562 million at current prices is reduced to ~,l, 4~c4 million
at 1,960 unit value of manuf'actur-er ~

150 The geogr,phic distl'ibution of finanoial resources committed by the
socialist countries is cbarac+'eri.'Ziec~_ hy shf.J t i.ng emphasis over time~

combj.ned with a high degree of concentration at the country leveL The
share of Africa in total commitments by oocialist coantries durlng the
period r959 to 1969 amounted to 34,2 per cent, The bulk of the commitments
by socialist oountries to developing countries (57;07 per cent) "as concen­
trate~ in Africa, DAR, 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 total during the period 1959 to 1969, The Soviet Union
provi,dednearl;j' 60 per cent of total aid oommitments from socialist
countries (See Table 7) ,

•

•

Jg,ble 7.
to the

§.':2(Ji&l~:h.~_t~countr i as : commitments of bilateral economic assistance
developing couptries ~ lmillidn~ of US dollars)§!

Tot'al Percent"age
Region and 1959- shar-e in
country 1965 1966 1967 1968 1969 1969 total

---~.

AFEICA

A1geo'ia 170 469 4,53

·~AR 4 0,04
Congo (Brazz .•) 29 62 0,60

Ethiopia 129 1.24

Ghana 20 188 1081

Guinea 3 102 0.98

Kenyt1• n :Q6 .0.63

Li.be iLa 3 0,02

Mali :- '92 0,89

MorOCJO 19 36 0,34

Nigeria 14 100 114 1.10

Senegal 7 0,06

Sierra Leone 28 28 0,27
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5. " ..{,.",

Table 7 (cont'd)

Percentage r •• 'I'o't a.L

Region and 1959- share in

• country 1965 1966 1967 1968 1969 1969 total

Somalia 6 110 1.06

Sudan 10 56 0·54

Tunisia 7 55 109 1.05

Uganda 30 45 0·43

UAR 126 120 168. 38 1,850 17·90

United Republic
of Tanzania .26 77 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 1,313 590 758 537 10,371 100.00

By donor:'

Bulgaria 30 35 20 104 1.00

China (People's
Republic of) 77 6 42 936 9.03

Czechoslovakia 43 192 88£/ 200 5 1,186£/ 11.43£/

German (Dem.
(Republic) 132 2.,1 8 98 707 6.81

Hungary 42 52 45 40 10 370 3056
Poland 22 35£1 20 25 447£1 4-31£1

Rumania 14 45 132 337 3.24

USSR 330 1,033 77£1 368 247 6,044V 58.27£1

YUgoSlaviav' 140 1-34

Total donor
countries 646 1,313 590 758 537 10,371 100.00

Africa's share
in total 38.23 3·50 72.54 29·41 .7.07 34·20
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Table 7.
to the

Source:

Socialist
developing

countries: commitments of bilateral economic assistance
countries (eont' d)

International flow ef leng-term capital and assis­
tance; review of recent trends. Report of the
Secretary~General (L/4495), 20 lftay 1968~

Irrt ei-nat i.ona.L floiN of Long-rt.arm capital and official
donations, 1964~1968 (L/4676).

International flow of long-term capital and official
donations, 1969 (L/4873).

•

Remarks and explanations:

y The data in this table are estimates based upon incompleted information.
The figures for individual donor and recipient countries refer Qnlt
to the amounts of credits or grants reported in special announcement.
They may, therefore, differ from data relating to total aid extended
to, or r,eceived by, each country from other socialist oountries.

£I ~ational currencies converted into dollars at official rates of
exchange,

s! Exclusive of a contribution to the ;100 million credit to Nigeria,
provided jointly by Czechoslovakia, Poland, USSR and Yugoslavia
which is included in "Total".

Q/ Yugoslavia not recorded within this group of countries after 1961.
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It is difficult to assess to what extent bilateral commitments of
socialist countries have been implemented. It is understood thqt the
percentage of implementation varies considerably from country to
coun,ry wid fro~ year to year, partly due to the fact that most
commitments are heavilyprojeot oriented.

16. .Aid fir'ommultilateral agencies 1S playing an Lncreaai.ng role in.
the flow of external resources to Africa, from about one tenth of the
total during the first half of t ne 1960' s to about 19 per cent during
the second half .of the decade. nowever, 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. Net flow of
develo in

Recipient region

Africa

Latin Americas!

Southern and South-
eastern Asia §j

lIest Asia

All developing
countJ;'ies 3/

Africa's share as
percentage of the
total

Source, United Nations, The Lxternal Financing of Lconomic Development,
1963-1967, 1/4652, p.34.

sI 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.

£! PreliminaJ;'yi partly estimated.

£! Includir->-< Carib"hean countries ..

§j Including net disbursements in developing countries in the Pacific.

3/ Including inter-regional and unallocated flows.
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'I'abLe 9. 'l'otal multilateral net flows to AfricaY annual
~illion US dollars),

.

averages

1960-19f,6 1967-1969 ~

I~RD 52.10 27.89

IDA - 0·57 43.31

IFC 2.61 7.40

JUJB pJ - 21.81

rEC 59.18 107·60

Ul~ 55·53 89~68

'l'otal 168.91 ' 254·06

Source 0 OECD Development Assistance, - 1970, Revi,ew.

§/ Net of, loan repayments, grants and capital subscriptions and net
cfficial purchases of bonds by African countries.

pJ Excludes cumulative disbursement of-, 39 million dcllars. Negative
figures reflect inflow as Bank's capital was constituted.

17. More than half of the increase in the flow of multilateral resources
to Africa has been accounted for EIC. The first ji'ED(Fond Europeans de
Developpement) whi cn covered the period 1958-1963. had 581 mi l I i.on US
dollars available to finance capital investment expenditure of associated
countries and territories. lIith the second Convention of Association, the
total money available in the Fund was raised to 800 minion dollars,' of
which 130 ma Ll.a on was a'l Lcca't ed-vt o the- African- aseoc.i at ed States. Under
the third Convention of Association a total of'l,OOO million dollars is
available, of which 918 million is intended for the African Associated
State,s.
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Table 10. Aid components under third Convention of Association
(Million US dollars)

Beneficiary region Grants
Special Loans of the
loans Luropean invest-

ment Bank

80 90

6 5

4 5

90 100

30

32

810

Netherlands' Overseas
Territories

Total

African and Malagasy States 748

-French Overseas Departments
and Territories

18. Net 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
sement~rose from 398 million US dollars in 1961 to 1018 million in 1969).
If allowance is made for rising priyes and interest payments, there was
probably no increase at all in real resource transfers.

19. There has been a shift in the geographical distribution of the commit­
merrta 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 coun­

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 one 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 40 per cent more of IDA funds than all African countries
combined, while two Asian countries (Indonesia and Pakistan) together
received about the same amount as Africa as a whole. IDA credits made up

, __----- half of total lending to Asia from the 'oorld Bank Group in 1969/70 as
compared with about one third for Africa.
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Table 11. World· Bank-Leans and IDA oredits Go i Ilion US dollars and
percent ages)

1968 and before 1969/70
Bank IDA Total Bank IDA Total

AFRICA ,
---_.

Algeria 80.5 80.5
•Botswana 3.6 3·6 2·5 2·5

Burundi 4.8 1.1 5·9 0.4 0·4
Cameroon 7.0 1l.6 18.6 17.2 17·5 34·1
Central African Rep. -, 403 403
Chad -'

Congo (Dem.Rep. of) 91.6 91.6 5·0 5·0
Congo (People's Rep.of) 30.0 30.0 1·5 1·5
Dahomey
Ethiopia 70.2 28.4 98.6 6.6 6.6
Gabon 48.8 48.8
Gambia 2.1 20:!-
Ghana 47·0 10.0 57.0 14:8 14·8
Guinea 1·7 1.7

. Ivory Coast 12·9 12·9 18.5 18.5 .
Kenya 85·2 39·0 124.2 26.1 6.1 32.2
Kenya, Tanzania,
Uganda 87.8 87.8
Lesotho 4·1 4·1
Liberia 4·3 403 7·4 7·4
Libya
Madagascar 4·8 10.0 14. 8 9·6 9·6 .
Halawi 27·5 27·5 503 503
Mali 9.1 9.1 7·7 7.7
Mauritania 66.0 6.7 72·7
Mauritius 7·0 7.0
iv'iorocco" 59·7 11.0 70.7 6803 703 75.6
1iige:r 1.5 1·5 0.6 0.6

<
. Nigeria 185·5 35·5 221 •.0 35·6 35·6

Rhodesia 86.9 86.9
Rwanda 903 903
Senegal 4·0 9·0 13.0 2.1 2.1
Sierra Leone 3.8 3.8 3.0 3.0
Somalia 8·5 8.5
Sudan 129·0 21·5 150·5 i'
Swaziland 7.0 2.8 9.8
'I'anzania 5·2 26.6 31.8 7·5 7·5
Togo
Tunisia 33·9 23·9 57.8 10.0 10·5 20·5
Uganda 8.4 18.4 26.8 1l.6 1l.6
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Tab]" 11. World Bank loans and IDA credits (million US dollars and
percentages) (centrd )

1968 and before 1969170
Bank IDA Total Bank IDA Total

t
United Arab Republic 56·5 56.5 26.0 26.0
Upper Volta
Zambia 84.9 84'9 10.8 10.8

Afric a total 1,226.6 309.8 1,536.4 281·7 161.2 442.9

Percentage of total

Africa 10·9 1703 11.8 16.8 26.6 19·4

Asia 33.1 71.6 38.8 25·9 71.6 38.0

Latin America 28.5 6.6 25.4 41.8 1.8 31.2

Other and
una l Lccated 27·5 4.5 24.0 15·5 11.4

Source: World Bank Annual Reports.

20. Data relating to the distribution of, net private flows are limited
in coverage. rlowever,i t is estimated that in 1967/1968 Africa accounted
for about one fourth of total net direct private foreign investment in
developing courrt.r-ie s , thus increasing its share slightly from 1965-1966.
It will be noted from table 12 that almost two thirds of direct investment
in Africa in 1967-1968 was in the petroleum industry. Political and
other 'factors affecting the investment climate in the Middle Last appears
to have led to 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 the exploi t at i on of
the region's natural resources and not in its industrialization.

21. Trends in the other two major types of private capital flows, private
portfolio investment and export credits, are more diffioult to assess~ rhe
total net f,low'of bond capital and all other long-term private finance to
all developing countries which stood at an annual average of 619 millicn
dollars in the first half of thel960's had increased to 1673 million
dollars in 1969. Surprisingly, this increase took place in the face of a
rapid ~ncrease in the cost of borrowing during the past few years. However,
even at the best of times the international bond and loan market is of
significant use only to the more advanced developing countries and to tile
intornational development banks. During the period 1966-1969 about three
fourths of the total bond issues by developing count rd es of 1894 million
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.Table 12. Regional and sectoral distribution of total DAC direct investment
in developing countries, annual averages 1965-1966 and 1967-1968
(million US dollars)

Country

Europe

Africa

America

Middle Last

Asia and
Oceania

Total

Petro- Manufac-
t

Year leum Mining turing Other Total

1965-1966 44 10 124 90 268
1967-1968 20 4 139 56 219

1965-1966 328 85 89 84 586
1967-1968, 403 54 74 98 629

1965-1966 -57 99 591 292 925
1967-1968 55 150 560 263 1,028

1965-1966 374 1 12 5 392
1967-1968 191 1 9 18 219

1965-1966 62 28 129 117 336
1967-1968 113 42 153 89 397

1965-1966 751 223 945 588 2,507 I

1967-1968 782 251 935 524 2,492

!
Source: OLCD Development Asistance 1970 Review.

US dollars was accounted for by three countries only (Argentina, Israel
and Mexico)l!. Issues by African countries during this period amounted
to 60 million dollars ~.

22. Private export credit is on the other hand generally available, as a
result of subsidies or special instftutional ar-rangeme.rt s , at half to two
thirds of the rates prevailing in international bond markets. This
explains in part the stron~ .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
countri es has increased from an average of 7 per cent during the first half

]J OEeD Development Assistance - 1970 Review Table V-3.

y World Bank Annual Report 1970, ~'able i i,

i
I

I.

i:
I,
I,
I'

,
I ,,
I·: .
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of the 1960 "a to 12 per cerlt, in .1968 a.n<:i.,15 per ,centiji 1969. It may be
presumed that the relative stagnation in the,vo+um~'of net off'Loi~i
development assistance has been diverting into the" exporf6red.'i t sector
ai;ising d.emand for external finance which ear-Li.er- "as satisfied by
GorlCessi onal aid. .. '. . .

Table'13;Net··change'J,.n gttaranteedprivate export oredits, (rmLl.i on Dq
.dol1a~s) .... , '.

1966

Afric.a 228. 4

All 'developing countries 1214.8

1967

266.8

1052.6

1968

69.5

144103

234·9

1905·5

Source, OEeD Development Assistance 1970 Review, Table 25.

The terms of financial flows and problems of debt servicing

23. From the point of view of the African countries, the composition
and terms of the capital available to them are of prime importance•

. 24. No data are available on terms and conditions of assistance to
AfriCan countries in the past few years. F'or DAC members as a group,
the terms of official development loans ,hardened between 1968 and 1969.
The average interest rate rose from 2;7 to 2.9 per cent, and maturities
and grace periods fell slightly, from 31.1 and 7.2 years, respectively,
in,1968 to 28 and 6.7 years in 1969,'This·'was mainly due to a lower
volume of commitments by the most ooncessional lenders and increased
commitments by countries having harder programmes. however, due to an
increase in -he grant share of total commitments from 58 per cent to 66
per cent the overall COL,:>.? '1-·;,tor:.a], 2~_c:.cnt of official d-rve Lopmen't aasi.a­
tance rose from 80 to 85 per cent 1/.

11 The "conoessional element" is found by subtracting .the present value
of scheduled flltllre debt service pa;yments (using a discount rate
of 10 per cent) f'r-om the face vs.Lue of the oommitment;' for a grant'
the. concesai.ona.l element i.8100 per cent , for a loan at 10 per cent
it is z,ero,o
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Tab~e14. The financial terms of official development assistance
commitments in 1968 and ~69

Loans

Country

Grants as %of total
aDA c.DmmiGme!J.~cl l'iJa:tu.l:.1. 1Y "years)

1968 1969 1968 1969

Weighted avera~e . .
ILte.rest rate; 'GraceperiOd(:,<iirs)
1968 1969 1968 1969

Australia
Austria
Belgium
Canada

Denmark
Fr-ance
Germany
Italy

Japan
Ncrway
Netherlands
Portugal

Sweden
S1rJi tzerland
United States
Unit ed Kingriom

Total DAC

100
51
95
83

57
72
51
30

62
92
52
30

75
75
54
46

58

100
69
92
60

78
75
51
27

42
91
70
31

85
78
70
48

66

11·9
21.9
50 . 0

24·9
17·0
23·4·
12.)

17·9
23.0
27·9
31. 7

34·0
32·9
38.0
24·0

30·7

25·0
17.6
26.0
10.9

19·5
36.0
28.6
30.1

47.2
34·9
37.1
24. 1

(No
5.1
3·2
0.0

0.0

:'·7
3.0
4·7

3.7
2.2
3.8
2·4

1·5
2.2
2.6
1.0

Loans)
4·4
2.6
003

0.0
3·7
3.2
5·3

3·7
1.7
3.1
2.)

1.9
6.1

10.0

5·6
5·5
6.4
8·4

9.6
7.7
9·0
5·6

6.1
7.9
8.1
8.0

Souroe: OliCD. Development Assistance - 1970 Review, Table 111-2.

25. There has been a growing awarene~s during the second half of the 1960's
of the problem· of terms of assistance given to developing countries. In
July 1965 DAC adopted a recommendation on Financial 'I'errns and Condi t i ons
in which targets were established against which tne performance 'of DAC
members could be.checked. A further effcrt 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 mcst forward-looklug
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 assistance1/
The general Practical effect of the new uorms is likely tc be an improvement
in termso
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26. Six of the sixteenDAC -eount r i.es. did not qualify at all under the 1969
Supplement in 1969: Germany, 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 enough volume.

27. The financial 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 rates of
interest (3 to 5.5 per oent) and shorter maturities are growing in importanoe,
while grants pl~ only a minor role. The terms of the commitments of the
other socialist countries qf Las~ern lurope are similar to those extended
by the SOviet Union while Chinese terms tend to be softer.l! In 1968 the
total grant element of Soviet commitments was 36 per cent.y

. .
28. There is a close relation between the lending terms0f the.~orld Bar~

and the conditions in world capital markets ,Iher" most of the Bank's funds
are being raised. In 1970 the Bank's borrowing cost averaged 7.69 per cent
as against 6.46 per cent in 1969 and 6.17 per cent in 1968. Ccnsequently,
in 1969 the Pank increased its lending rate from ~ to 7 per cent and again
to 7t 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 interest and only
a 3/4 per cent a year service charge.

29. Donors' terms policies can only be fully evaluated in the context of
the growing debt difficulties of developing countries•. Data collected by
the World Bank on indebtedness show that for 35 African countries for which
data are ava'i LabLe, pub l i,c and publicly-guaranteed debt outstanding amounted
to $8.7 billion at 31 December 1968; Comp~ring this with the estimate for
1965 one arrives at an annue.I rate of increase of 11.1 per cent. Debt
service payments by ..the 35 countries has been estimated at 744 million
dollars in 1968, which represents an annual rate of increase of 11.0 per
cent since 1965. A disquieting feature is the increase in debt service
payment of abmlt 56 per cent between 1967 and 1969. No other developing
region registered a rise of such a magnitude.

jJ The recent :400 mi.Ll.a on loan from China for the construction of the
Tan-Zam Railway is interest free and repayable over thirty years,
starting in 1973.

u ORCD Development Assistance - 1970 Review, p034.
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Table 15. External pUblic debt outstanding and debt service payments
of 35 African ccuntrie~ (million US dollars)
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1965

1966

1967

1968

1969

Debt outstanding
3:;" De~6:'lber

6,264

7,349

8,058

8,719

0....

Service
Pa,yments

468

474

472

625

7441::1

. ,

",
.'"'-,' .

Source, Forld,Bank Annual'Report 1970, Tables 5 and 10

1::1 Projected.

30. Reverse flows of funds back to the developed countries because of the
sizable flow of private capital have naturally been oonsiderable. Consol­
idated balance of payments accounts of 22 African countries indicate that
payments of gross investment income from African countries more than
trip1edduring the period 1963-1967. Gross profits accounted fer about
72 per, cent of total payments~ The overWhelming part of the profits'
payments originated in mineral-exporting countries.

Table 16. Gross' investment income payments by African countries (m.illion
US dollars) ,

196} 1964 1965 1966 1967

Gross 267.4 611.6 682.6 898.2 861.4

Prcfi'ts 138.0 464.0 5°5·3 664.4 614.1

Interest 129·4 147.8 177.3 233.8 24703 -\

Source, TD/JlC03/73 , Table, 1.

31. The ratio of payments of investment income to exports increased from
about 10 per cent in 1963 to about 23 per cent in 1967. "jhile this ratio
does not by itself constitute an adequate index of the burden of such
payments, it shows that these payments have outpaced the growth 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 gros~ investment income ,payments. For 13 African countries for
which data are available, gross investment income payments during the
period 1965-1961 amounted to 51 per cent" of the net capital inflow into
these coUntries.lI

32. In 1968 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 11. Structure of service pa.yments on existing external public
debt of Africa, (minion US do LLar-a And oerce!'tages)

1965 1966 1961 1968 1969V

466,1 414.5 412.1 625.4 143·9

110.0 180.6 114.3 211·9 387.9

46.8 48.1 54.0 ' 63.5 66.5

216.8 228.1 228.3 315·4 454.4

128.5 145·1 176.8 206.2 215·9
121.4 100~1 67.0 103.8 13.6

249.9 245.8 ,243. 8 310.0 289.5

54 52 52 49 39

Total'

Loans from governments
Loans from international
organizations

Total official creditors

Expor-t financing
Other private creditors

Total private creditors

Private credits, service as
per cent of total service

SerYice, on export financing as
per cent of total service
on private credits 51 59 66 75

Source, world Bank Annual Report 1970, Table 10.

!!:I Estimate.

33. ~'he World Bank data do not include figures for unguaranteed export
credits, debt repayable at the option of the borrower in local currencies,
or commercial arrears. If these could have been taken into account, the
total outstanding debt and the debt 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

jJ W/B/Cd/n, para. 31.
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almost inevitable when donors do not offer sufficient volumes of grants or
loans at concessional terms to finance imports of capital goods needed for.
economic development. . .

Teohnical as=istance

34. while an effective aid package must combine capital and technical
assistance of the' right kinds, one overriding priori ty can be singled out
for African ~cuntries: it is technioal assistance, particularly techni:"
cal assistance which 'enables recipients to make the fullest and best use
of whatever other forms of aid are offered and of their own local. resour­
ces. The vital role of technical assistance has also been increasinbly.
recognized by all donors during the 1960's. Bilateral as well as multi~

lateral technical co-operation expenditures have more than doubled over'
that peri od ,

35. As a proportion ofbil~t8ral official development assistance from
DAC countries, technical assistance to all developing countries repre­
sented 26,9 per cent Of total disbursements in 1969, a substantially higher
proportion than during the early sixties. As 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 technioal assistanoe disbursements from DAC countries
(m 'illi on US ,jollars and pe rcerrt aaea )

_. ",.,--_._._-_...:......._-

14·9
15·9
16.9
18.8
21.2
22.5
26.2
26.9

Peroentage of
official.
development
assistance

1962
1963
1964
1965
1966
1967
1968
1969

Million US
__________ _ _ _ -"d"'o"'l"'lar~ __"====~ _

741)·8
87'-'-7
951.2

1,053·5
1,235.3
1,319·4
1,472,4
1,536.,7

Source: 'OEeD Development Assistance - 1970 Review.

36. The geographi6distribution of bilateral technical assistance
expenditures is heavily influenced by the assistance from ETance, the

. I' _ _ ' .

United Kingdom and Belgium to their former colonies in Africa. As a
result Africa is the largest r~cipient of bilateral technical assistance
expendi ture from DAC oount.ri.ee., In 1968,37 per cent went to Africa. This
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proportion has decreased during the 1960's, reflecting in particular a
substantial r-educ t i on in the number cf operational experts financed by
France. However, while the share of Africa in technical assistance
,expenditure by the former colonial powers was declining, several of the
comparatively new donors were increasinglydirecting their aid to Africa•

. In 1968 Canada, Norway, S~eden and Swit3erland were spending over half
of their technical assist~~ce contributions for the African region. ~

37. Multilateral institutions' technical assistance expenditures amounted
in 1969 to abcut one fifth. of that of DAC bilateral programmes. United
Nations co~tributions represented m~re than 92 per cent, and exceeded 200
million dollars as a result of the continued rapid expansion of the broad
range of pre-investment projects carried out under the "Special Fund
Component" of UNDP. Another 5 per cent was accounted for by :EiEC programmes.

38. The geographical allocation of Ul~ technical assistance follows a
similar pat t ez-n to that 'of bilateral technical assistance, at least as fa.r
as its distribution by developing regions is concerned. About 36 per cent
of UN assistance uent to Africa, while the overwhelming part .. of assistance
pr-cv.ided under EEC p:rogrammes wac; supplied to African countries. In terms
of resources for on--going proj ects, Africa's share in 1970 represented 39
.per cent of total UNDP projects.1!. .

Table ]9-, .~~E!-age distribution of DAC bilateral technical assistance'
El.!!-d UN and ~C. ]Jr~,""'1lm~.

DAC

----_. Bilateral UN

Developing courrtz-i e s total 100.0 100.0

Africa total
1962 44.0 3000
1968 36.9 3602

Africa Nor-th of Sahara
1962 8.8 6.0
1968 6.2 6.9

Africa South of SahQ,l'a
1962 ' 35·2 ' 24·0
1968 30.7 29·3

EEC

100.0

82.0
92.9

0.6

82.0
92.3

Source,--- OECD Development Assistance - 1970 Review_
I

17 Mr. Doo Kingue, Director of UNDP Regional Bureau for Africa in a
statement to the Fifth Meeting of the EOA Executive. Committee
(E/CN.14/522, para. 98).
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39. Technical assistance in 1968 constituted nearly two fifths of all
aid disbursements to Africa, compared with only about one fifth at the
beginning of the 1960' s ,

40. New initiatives have been taken recently both by bilateral donors
and multinational programmes with a view to strengthening the adminis­
trationoftechnical assistance. As regards multinational programmes,
the most important recent initiative is that of the Capacity Study of
the United Nations 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
assistance in each country within the framework of Indicative Planning
Figures. (IPF) For this purpose the distinctions between the Technical
Assistance and Special Fund components ar-e eliminated. The resources
.devoted to a country's programming is now a specified percentage of the
total rE>sources for thE> currE>nt year, projE>cted OVE>r a givE>n pE>riod of
time. ThE> prE>vious procE>durE> required that projE>cts which WE>rE> includE>d
in thE> tE>chnical assistance component should be programmed on a two-year
basis. HowevE>r,provision was made for the financing of projects re­
quested by Governments after a programming cycle had been completed. There
was no time -table 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 Fund .compcnent-,

42. The Indicative Planning Figures for 1972-1976 have been calcUlated
on thE> percE>ntage devotE>d to each country of the total earmarkings of
programmed resources during the five years 1966-1970, and an estimated
annual. 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 velY low indeed as compared with on-going commitments. In
some cases it might even lead to a redudtion from the level reached
during the year of the previous programming proced'u-e. As compared with
a share of 39 per cent for Africa in 1970, thE> forward programming for
the five-year period 1972-1976 allocates to Africa a sharE> of 37.3
pE>r cent.

ExtE>rnal balance and intE>rnational liquidity

43. PrE>liminary data for 1970 suggest that .African countries as a group
had a balanoE> of trade surplus of 1.8 billion US dollars, made up of a
surpl~s of 1.5 billion dcllars fcr the main African oil exporting coUn­
tries (Algeria, Libya and Nigeria) and 300 million dollars for the rE>st.
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.
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.. Tiole ··20; Indidativepla:rming fie,u:res approved by the illIDP Governing
Counoil at its eleventh session

Country

Individual :A:f:Cfcan .
country level of

·IPF
m~llion US dollars

Tctal
Afrioan

IPF
inill. US
dollars

Toi;al IPF
for all

developing
countries

m:ill. US $

30

21.5·

Nigeria, )

UAR ) 51·5

Burundi, Liberia, Madagascar
Mali, Niger, Rwanda, Senegal
Togo, Uganda, Dpper Volta

220.0

360.0

200.0

80.0

150.0

100.0

of» .

~
)

~
)

~
)

Algeria, Congo (Dem. Rep.

Ethiopia, Morocco

Cameroon, Ghana, Guinea
Ivory Coast, Kenya, Somalia
Sudan, Tanzania, Tunisia,
Zambia

20

10

15

,·5 Chad, Congo (People's Rep. of»
Dahomey, Gabon, Lesotho,Malawi)
Sierra Leone )

5 Botswana, Central Afrioan Rep.)
Libya, Mauritania, Mauritius, )
Swaziland )

30.0 10000

Equatorial Guinea, Gambia 5.0 15·0

1 and below
and undistributed Comoro Islands, French. Territory)

of the Afars and the Issas, ) 1.0
Seychelles )

30,0

416.0 1,215·0

Percentage share

Africa 3103
Asia and the Far. East 26.9
Latin America and the Caribbean 21.5

",-__ Europe and tEe Middle Ea'!.t 1!l.3 ,__"
Source: Repor-t of the eleventh ;;'se:""s-s""'i"'o-n-o"';;f:-7"th;""e--:G:;"o-verning Council.
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Table 21. Balance of trade and changes in international liquidity of African
countries (million US dollar~

Balance of trade .~.
1968 1969 1970

Net change b / .
in reserves ::.J

1968 1969 -'"""19~7'""0-

Net change in other
balance of pa,vments
1968 1969 1970

, ,

Africa 1,253" 2,1°4 1,788 337 562 1,060 -9l6 -1,542 -728

Africa
oil £!. c 1,212 1,609 1,517 207 309 689 -1,005 -1,300 -,828reglon

Rest of
Africa 41 495 271 130 253 371 89 - 242 100

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

!I Exports f.o.b. minus imports c.i~f.

£! 'Gold, convertible foreign exchange and reserve position in IMF.

£! Algeria, Lr.bya, Nigeria,

44. International liquidity of all African countries for Which data are
published in IMF's International Financial Statistics stood at 4,287
million US dollars at the end of ,September 1970. This represents an
increase of 37 per cent from the end of September 1969. The United Nations
Centre for Development Planning, Projections and Policies in its Review
of Salient Features of the World Econo~ 1970-1971 has published an
analysis of the changes of international liquidity 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 internatio.na.1 liqUidity of these countries incr·ea.sed by about two
fifths in 1970 to 'a total cf 3.7 billion US do.llars. While the 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. .Abouf three-:Courths of the increase in the total could
be 'accounted fer by increases in the reserves of two countries (Libya and
Zambia),

46. Holdings at the end of 1970 were down to half the 1960 level in the
United Arab Republio and to muoh smaller fractions in Ghana (18 per oent).
This was equivalent to 2.5 month's imports in Ghana and the United,Arab
Republic and only one month 1 s in the Sudan. The reserves/imports ratio.
was of this order even in some of the, countries in which international
liquidity increased in the course of 1970, such as Chad, Gabon, Morooco,
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Table 22. Changes_;iJ:1 Lnt ez-nat i.ona.L ;J.iquidi!,y of selected African countries

1970

Million ­
of US

dollars

--..,...--..-~-_.~.~- ---.""'-----_._..;..,_.---
r.nternatiorlal re- Ir.."tc.:r;::::;,t:Lo:"'J,,::l r-cacrves ~~ end of

serV6~:' ~j end. 1970 _~GI i E(;:I'c6nt;~o:..;f;...'_,--..,-_
As" Dp.:r('€ntF~'3 of Gr6ss dOrfv~gti.c ~TO- Lmpor-t s in
reserves at product ~ i~ preceding_. .~__ ..I?r_~~~ _~. year QL__

End ' 1~,lCi. J i

__,-- .,.-'i:.9'"'6~9:......_}'::6cFJ!9_~~_ 1970 19.§L_-""",-,-;::,-_•

185

9
16
71
15
71

105
119

1,590
4

141
19

226
22
22

139
35
58
91

135
36

514

Total

Cameroon
CAR
Chad
Congo (Dem,
Rep.of)

Congo (Peop1e's
Rep. of)

Dahomey
Ethiopia
Gabon
Ghana
XvoryCoast -­
Kenya
Libya
Mauritania
Morocco
Inger
Niger-La
Senegal
Sudan
Tanzanie,
Togo
Tunisia
Uganda
Will
Upper Volta
Zamb i a

3,707

81
1
2

141
169
100
200

93

150
200

99
188

82
U8
129
173
100
124
271
164
275
61
82

135
1~7

109
93

157
139

16,

427
253
17

294

180
178
134
150
18

309
425

1,939
67
68

238
52
29
13

108
500
6~

Uo
51

300
257

2·7
5,8
5·9
8.6

14>3
6.0
6.7

34.8
7.7

10.3
3·9

110'1
12.9
1307
1103
6.1
9·2

11.,2
4·9
6·5

27.2

-10.1

8.6
0,,5
0.1

10·5

3.4
6,4
4·,4·
5.8
3.1
1·5

15·3
42.3
2.0
4·5
5.. 3
5.0
2·9
1,1
/.2

14,0
4.9
6.d
2.2

12.9
3403

47

24
•••
32

52

4
36
66
34
53
20
27
52
19
45
42
65
49
84
0;=
/j

27
38
6b
30
43
81

58

39
3
4

45

11
31
~6
21
21
31
67

235
11
25
42
33
11
9

33
67
23
46
21
78

105

--------------- ---'-'----'--

19G2 for Dahomey, Ivory Coast, Kenya, Mauri t ani a, ~Jiger, Senegal, Tanzania
Togo, Uganda and Upper Volta; 1964 for Congo (Dem.Rep.of) 1965 for Zambia.

)

prices converted at official exchange rates.

currency, speoial drawing rights and reserve positions
-,

Review of salient fea~ur~8 ~C the world economy 1970-71,E/5036!Add.3
Table IV-8.

Valued c.id.

Source:

31 Gold, convertible
in IMF.

pJ In current market

£!
£!
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SenGgal, Tunisia and the People's Republic of Congo. Not more than
half of the countries listed in the table had reserves for more than
four months impDrts, and in nine cDuntries wE)rerE)serves .lower at the
end of 1970 thp~ at the beginning of the decade.

47. Table 2'. sets out +'l't" 8trnctm'e of Afdca's Lnt er-nat i.ona.I liquidity.
It shDws c18arly the negligible role plalfed by SDR's in the over-all
I'j.Gtu.,.o. Tnirty-nineAfrican countries received SDR's amounting to 193
mie""n dollars c-rt of a toto.!. alloC'a-:ion of 3,414 mi.Ll i.on dollars for
the firs, year of operation of the 'scheme and 168 million out of 2,949
mn lion rloL'l ar-s for its second year of operation. This is less than
one third of the a lLcoab i.on foc> USA alone, and only slightly mor-e than
what is allocated to Kest Germany, What is more, the allocation for
1970 was more ~hsn wiped Dut by the deteriDratiDn in the terms of
trade fDr Africa during that year. 11

T'!21-~33. .Structu~f Afri£.~.2Et~atiDnaU:!:guidi ty (million US.
dollars and percentages)

,

Total million US dDllars

Perce~tage shaLe:

Guld

Foreign axchange
ReseI've nasi -t j on in Ii@'

SDH is

1961

End year

2,143

11.4

87.5
1.1

1965

End year

2,053

1970

.End September

12.0

82.6
2,1

2,1

~2::Q'!.: Intenaticnal ?inancial Statistics, March 1911.

480 Special drawing rights caL D~ usod to obtain cDnvertible currency
f:';:"C:i1 Lthe::: 1-i.2.1-ticipC::l1t9 :'11 -tho acherm, Ni.net een African countries used
a tGtd of 105 million JOE,.,l'~ ;;C;J to ·'he end of January 1971.

11 Estimated as a loss of 261 million US dDllars based on the unit
value indexes for the first three quarters of the year.
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Summary and conclusion

49. The analysis in the preceding paragraphs, despite ~he numerous gaps
in available information, makes it possible to identify the follcwing
major issues and problems to which African countries shculd seelc solutions
before and during UNCTAD III and in other international discussions or
negot i at i ons e

(i) There has been a deceleration in the rate of growth Of eoonomic
activity in Africa during the second half of the 1960's, in
contraat t o the trend in other developing regions. A polariZ­
ation of growth has been taking place among the developing
countries in· favour .of the more advanced among them;

(ii) Although 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 thei~

current external account at the end of the 1960's. For the
majority imports were hig~er than exports than at the beginning
of the decade.

(iii) 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 to the region. In. constant prices,the amount of
resQurces received at the end of the decade waS prcbably not
mcre than about four fifths of what it was at the peak at the
beginning of the decade.

(Lv ) Africa accounts fcr less than one f:j.fth of the World Bank grcups'
lo~ commitments. IDA credits accounted for about one third of
total lending from the World Bank group to Africa, as compared
with mcre than half fcr Asia.

(v) For DAC countries as a group the terms of official develcpment
loans hardened between 1968 and 1969. There·was, however, an
increase in the concessional element due to an increase in the
grant share.

(vi) The outflow of finanoial resources constitutes a significant
component of the payments of foreign exchange. There has been
a stronger rise in African countries' debt service p~ments in
the pa~t. few years than in any other developing region.

(vii) Technical as-sistance and pre-investment surveys constituted
nearly two fifths of all aid disbursements to Africa at the.
end of the 1960's. The new programming procedure of UNDP may
lead to a decline in the contribution to this share frem mul­
tilateral programmes, in spite of the importance of technical
assistance in any aid paclcagefor African countries. As far as
UNDP is concerned there might even be a decline fr6m on-goi~g

commitments.



1 t t

F./CN.14/~"p; 1/35
OAU/TRAD!34
E/CN,14/AMA/3Cl-31
Page 32

(viii) Not more than half of African countries have international
reserves for more than four months' imports, and ina
number of them were the reserves lower at the end of the
1960 'sthe.'1 a-t; the beginni ng: of +'h~ decade. .The contribut i on
of SDR's to the countries reserves is being nullified by
adverse dev,sloj1f,lent in t-heir t errns of trade The first all-
ocat i on of SDR IS to Africa, for 1970, ,,,as more than "iped
out by the deteriox-ation in the terms of trade of the region
during that year"

50, In the yearc since urrCTAD II there has been a number of appraisals
of the groWth process; or· -'/]':1i.ch th'3 ~TI0St Lmport an't is probably the so­
called Pearson Commission Report. 'Other important reports include the
study ,by Sir Robert Jackson, the report of the US TasK Horce on Interna­
tional Development, headed cy RuQ0lp~ Pet&rson. and the report commissi­
oned by t~e Inter-American Development Bank from Dr. Raoul Prebis"h on
Change and Development in Lat i.n Amerioa. . The United Nations Genera).
Assembly in Resolution ~626(XXV) has adopted an International ])ev9lopment
Strategy ·for the.. Se"cond United .NB.tions Development Decade, and the Fi!'st
Conference of Ministers· of the Economic Commission fcr Africa in its
Reso Lut Lon 218(X) has oharted a Sb'ategy for Africa's e conotm c and social
devsLcpmenf in -the 1970's as: part of the International Development strategy.

51. ~'here should ther'efore now be very clear ideas about what ne sda to
be done" It remains to transform the ideas into faots. The emphasis in
the approach ·6fAfricancountr~es should ,therefore be to erirrur-e t,o.e early
implementaticn ofdecision~ that have already been taken or ideas that
have gained international recogni tn.on rather. ':hal} to seek after radical
new defi-niti.ono .of .cb j e c't Lve a end ta.rgets~ 1"G wculd seem a misdirection
of efforts if the unfaveurable trends which have been identified in th~s

paper "ere .to be allowed to continue unoheoked, while ~frican countries
fooussed attention en other, higher, ambitious object in international
trade and financial policies,

52. ~t its first session UNCTAD adopted recommendation AolV.2 which aimed
at achievi.ng 'an inc:!'ease in the voIumc of financial transfers to a minimum
of 11 per "cent o.f the l:.:t.ti 8~J,1 i..n~OP.1e of Ae.cb developed country ae recomme­
nded by the United Nations General Asoembly in 1960 and again at the
launohing of the fi.7's·' Unit3d nations :Jev€lopment Decade in 1961. This
recommendation was endorsed in 1965 by the members of DACo Nevertheless,
between the first'and ~he seoond sessions of UNCTAD the flow 01 aid,
instead of ~ncreasing towards this t~r~et1 tended to move away from ito
The second session of ur,CTIlD adopted resolut'on 27(11) which raieed the
previcus targe·' to 1 per' cent of gross national product at market prices,
which .invo Lved a potenti.s.L i.ncr-eace of some 25 per cent in the amount of
resources to betransfBredo Finally in the Int€rnationa.l Development
Strategy for the Secc,n<i United Nations Development Decade, "the c'-cv"loped

•

",'ir 7'
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countries committed themselves to endeavour to attain the target by
1972, or by 1975 at the latest.

53. Total external development financing has, however, continued its
relative decline also after the second session of UNCTAD, mainly as a
result ,of a persistent fall in transfers from the United States. The
prospects 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
disbursements. Even if the US Congress approves the aid allocation for
1971/72 which the President has asked for, American official aid will
still be running at a mere 0.3 per cent of gross national product or less
than half way towards the target of 0.7 per cent for official aid proposed
by the Pearson Commission.

54. African endeavours at UNCTAD III should aim at getting the existing
commitments implemented. This would entail securing agreement by the
developed countries 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 thevclume of their aid over an agreed
period of years until they have reached the target level. Countries
which have already attained that level should be requested to endeavour
to raise their development assistance ratios further. All developed
countries should be requested to agree to provide by a specific date a
minimum of 0.7 per cent of their gross national product by way of net
official financi~l resources transfers as suggested at the second session
of,.UNCTAD 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
Af1'iC'an r-agaori;

56. There i6 a recognized need for innovation in the mobilization of
international resources for development. Six years ago the first UNCTAD
expert group on international monetary issues concluded that "it was both
feasible and desirable to establish a link between the creation of
Lrrter'na't i.ona.L liquidity and development finance without detriment to
either process". The technical feasibility of a "link" was demonstrated
by the Second UNCTAD expert group two years ago. In 1969 the new reserve,
asset - Special Drawing Rights -was established within IMF and the
facili ty activated from the beginning of 1970. The International Develop­
ment Strategy recommends that serious consideration should be given to"the
possibil;i.ty 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 possib:i.lttJ' 0;:-''' a 'I lim:" is 'cherefore slowly but s-teadily gaining
ground. in the minds of those who 8J.~e concerned wi'Lh this prob Lem, As the
SDR. B0hem,~ gains str'ength it should be adopted to purposes that are funda­
mental for ~he health of the world aconomy~ The next occasion when the
internationE":L communi.ty Nill be read~; to cons i.der the «ue s't i.on of the
1I1inkit wiJl i:)~ in J-97:': TiT:';,';:,,) th8 8'9CC.ld r-ound of alloC8,r;~.on of SDR's. falls
due. The only thing that is required at that time is a policy decision
by the cieveloped count r-i.ee , Afri can count r-ias should urge that methods
~}8 aC":" 2· ,: :~. ,!?-::-.; ,~_ ~'-~. :' ~-t ablishI!'.:=rr::: of C'J liY11::: before the next basic period
for allocation of SDRi.s..l!
58. ,l~hile boi.ng concerned about '~he to~al f'Low of resources to developing
countries, fLfri.nan countries should, also pay serious attention to the
geographical a118caticn of this aid. Resolution 2l8(X) of the First
Conference vf !~nisters of ECA on Africa's strategy for development in
'Ghe 19'70 I 8 I'SGc.rmcmds that "within the one per cent target for financial
reSOU:C'08EJ t.:r'E~n8f8rs from developed- to developing count r i e s , measures
should. be t aken tJ ensure a more ecui, table distribution so that the region
as a \....hol.e , and in pa:tticular the least developed among African countries,

. will obtain an adequat e char'e of these transfers"~

59Q One of the declared f1~ction8 of aid is to reduce the growing intern­
ational in8C~lalities, This princip18 has usually been applied only to the
income gap 1..;,f;t1'ifr.:~r. the dnveJ.oped and the dove Lopang countries as a group.
If this principle i.s c,pplied to the third wor-Id , aid should be increasing­
lJi~ dir'2.cted t·J -these with Lows s t Lncome and 101488t development pr-oepec'ta;

On this groUl~d tr8 01aims of Africa for a growing share of international
assist2,n.G€ CJ,L~ ve:t'.:l S1';I'OYJg~ lroJi thin the aid total there is therefore a
special case for a'. locating a greater proportion of aid funds to the least
de-J"el(J;K~d. I'e5j 'JrJ.". Afrj.can oount r i os should ensur-e that wi thin the' -general
aid. str"';;0i',;'! theL' '""8,1" be given special. attention, either by setting up
speci.fic t<:1.rgC~;8 fur cont.r-i.btrt ion, supported by a macht.nery for implemen­
t3.-tiol1;' cr bJ7' SCtti1'lg up p::'QgraI11!'1les in terms of spevifi'c objectives to be
achieved. 1 1AThj.ch the donors should agree to underwri t(:;:"

60", r1'118 c La'i m for a g:c'eater share in aid programmes is particularly dire­
cted to th3 n:ult:i.la,teral agenc i e s , A distj,nguishing feature of the aid
f.rOIT: ITV"I'lj 1.:::"TI--<12;l zed. cl 0::':1.01"' countri.es -.-' most of whi ch have indi ca'c ed their
wi.JI!,ngnoss to n.ae t the aid target - is the pxef'er-ence Tor- multilateral
programrnae ~ ,"0':: :1.': :-:,,':::" count r-i cs "'JOuIet therefore have to Lrnprove their share
oT tl~.S :n.-t,,'W of E~::;;:; ntr.r:cef,:{'·:)in. UN~ t:1E:; 1rJ·orJ.d 3t:n~{ group a....nd other multi­
lato:-:';?,l aE.~fl.c..i.es in oi"'der to benefit from the 'increased aid coming from
these count.z-i.oo, They shoutd in particular strongly support the posi ti'oil
of .A.fri CC21 Gcver"crs ill the World Bank Group that the Bank undertake a

1r-'F'o;~iample, the poaaa.bi.Lity of amending IMF's Article XXIII, Section
3 could be explored in order to enable international organizations to
hold SDR '8<

;
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more eqUitable distribution of IDA's resources, taking into account not
on~ the size of population, but also the degree of development reached
by the different developing countries.

61,. In so far as the UN is concerned, African countries should reqUest
an immediate revision oftbe level of Indicative Planning Figures for
individual countries to ensure that the IPF's correspond more closely
to their needs and capacities. Most African countries gained independ­
ence between 1955 and 1963. The transition to independence imposed
tremendous political and administrative strains, and,the first years
after independence were therefore invariably used to lay the administra­
tive and political foundations fOr Statehood. Essential first steps
were the strengthening of the Government machinery at appropriate points.,
In this process tha 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 assistance. Individual African countries 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 p~riodI972-1976 which for some
countries may make it necessary with a downward revision of existing
project commitments. In revising the present level of IFF's the whole
system of allocation of UNDP resourceS to individual countries should be
reviewed with a view to eliminate its present bias against countries
which had started late in their national, planning and programming
activities. '

The terms of financial flows and problems of debt servicing

62. Recommendation A.IV.4 of the first session of UNCTAD, whioh was
adopted with the developed countries either voting against it or abstai­
ning, recommended that donor countries should endeavour to meet certain
conditions in respect of periods of repayment of loans, blending of
Loans and grants, 'rates of interest, and a more flexible policy wiih '
respect to tied loans. Althcugh this recommendation was not supported
by the developed countries, the members of DAC adopted in 1965 arecomm­
endation in which they recognized the' need, first, for' a certain degree
of harmonization of the terms and conditions on which financial aid
was provided by the various members and,secondly, for the softening of
financial terms and conditions. In some respects the targets for
softening of termS and conditions were nO more ambitious than those which
the members as a group had already attained. As regards the need for
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 first 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 supplementary 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 1911 the norms set out in the 1969 Supplement and to c<.nsider,
in the further evolution of their assistance policy, the specific'sugge­
stions contained in decision 29(II) of ill~CTAD II.

64. Conference decision 29(11) suggests that by the end of 1970 each
donor country would either provide 80 per cent or more of its official
aid in the form of grants or provide 90 per cent of their official aid
commitments as grants or loans at 2.5 per cent or less, with repayment
period of thirty years or more and a minimum grace period of 8 years.
Illustrative projections published by Ul~CTAD show that if these norms were
adopted, cumulative debt-service after 20 years would under certain assum­
ptions be $10,000 million less than under the DAC 1969 Supplement.1/
The ierms recommended by the Pearson Commission would also lead to lower
debt service th~~ under the 1969 Supplement, but the reduction would be
much smaller than if the norms of decision 29(11) had been applied.

65. African efforts at UNCTAD III should as a minimum urge the developed
countries 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(11) within the Second Development Deoade.

66. Among the possible measureS to soften the terms of financial flows is
the proposal for a multilateral interest equalization fund to subsidize
interest payments on multilateral Lend.ings , With marginal sum provided
to subsidize interest rates, ,the World Bank for example, would be able to
bid on the world capital market for larger amounts by offering a normal
market interest rate and relend the money at substantially lower rates.
The World Bank is already in effect subsidizing its lending rate, since
the Bank's current borrowing rate exceeds its current lending rat~. Thus
the principle of an interest subsidy is consistent with IBRD practices.
However, its ability to provide such subsidies is severely limited in the
absence of a special fund.' African countries should therefore support the
proposal for creating a multilateral interest equalization fund and urge
those developed that have not yet agreed to examine the proposal to recon­
sider their position.

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

f
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6'7•. Softening in the terms of iending will also be achieved by "blending"
IBRD loans with IDA, loans. A minimum objective for the World Bank Group
should be that its average lending rate for developing countries asa
whole should be no higher than 3.5 per cent per annum. The Bank has
decided as a matter of policy to allocate more of its resources in support
of African development, especially in agricultural and manpower develop­
ment. ,In the absence of assistance on concessional terms, there is a
problem hew African countries can afford tc use increasing amqunts of
these funds which the Bank is raising qn commercial terms. With the
ohange in the direction of lending by the Bank, appr-opr.i ate changes in
its lending polioies are required. It will need to adjust these policies
to the regui~ements of the new sectors on which it has embarked. It
should be implicit in the new policies that a greater proportion of IDA
resouroes,should be channelled towards the African region. Only by a more
favour/l.ble "blend" of IDA and Bank funds going to Africa than at present,
will it be possible for African oountries to utilize these funds for the
development of their social infrastructure.

,68. The problem of maintaining, not to speak of increasinb, the net
transfer of resources to African countries will be seriously aggravated
if the onerous terms were to continue as in the recent past. A number
of, African countries are already facing increasing problems in meeting
the service payment on their external debt. Since heavy borrowing is a
relatively recent phenomenon in Africa, the growth of debt servicing is
expected to be faster for the Afpican,regi,on than for any other deveioping
region in the Second Developme:nt Decade and the years 'immediately following.
Unless terms of fi:nancial resources are improved, the efforts for develop­
ment, will be jeopardized and the very goals for which .the debts were in­
curred will hang in the balance.

69. Although the volume and composition of external public debt has been
one of the main factprs responsible for the situation in some African
countries, it cannot be considered in isolation from the servicing of
ext erna), private debt .. 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 elements. The sharp increase in short­
term oredit in recent years, particularly the disproportionate growth of
commercial credits in the flow of resources, is a principal reason for the
difficulties in debt repayment.

'70. The debt servioing problems have arisen primarily out of the persis­
tence of unfavourable terms and conditions of aid, and therefore measures
aimed at avoiding the problem in the longrun must consist in the main
part in adjusting these terms. But in dealing with those cases where a
orisishas already arisen, a softening of the terms, of new assistance is
obviously not enough. Renegotiation of debt with a view to rescheduling
of repayment liabilities is' usually necessary. An important measure for
consideration is the recommendation of the Pearson Commission that debt
relief ,should be considered a legi tirnate :l;orm of aid, and that developing
countries should be allowed to use new loans to refinance debt payments.
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71. In r-espect of private credits" it would'be helpful if the governments
of the lending coimtries were 'to ensure that export credits extended to
devloping oourrt r-i'e s 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 '
purchased with the aid of such'credits. It appears that prices of equip­
ment sold under credit facilities are apt to exceed those'quoted for cash
trasactions v- Another measure that can be taken is to provid.e facili-'
ties for pooling export credits with development financing from the mult~

ilateral agencies. This technique - which is suggested by the Pearson
Commission - would assist in ensuring that export credits were provided
in a manner and under conditions appropriate to the needs of the recipient
country. It might not also be unreasonable t'o recommend that Governmen~'s
of 'donor countries take over these export credits, most of which are
publicly guaranteed, and transform them into long-term obligations when
the recipient appears to be underdebt~~ervicing stress.

The efficiency of aid

72. The special circumstances of Africa 'from a deve16pment 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 ct-rcum-.'
stances would suggest that a relatively high proportion of aid should~e in"
the form of technical assistance, while the second would suggest that co-
cperation between African ccuntries should be encouraged by cham:ielling

aid to an increasing extent in that direction.

73. "Technical assistance is in partioular required to negotiate and dis ­
burseloans speedily and efficiently. There is a curious symmetry in
many donors' assumption that African oountries 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 stud.ies and pre-investment surveys. And finally,
technical assistance is required for' efficient management of projects
after they have been co~~leted. The emphasis on capital aid,as distinct
from aid to'recurrent expenditure, has di'storted aid efforts away from
assistance to the most efficient utilization' of machinery and equipment
and has led to some waste.

74." 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 newcapaci. ty which would then largely' remain under-utilized','
Larger availability of non-project assistance would have this advantage,'
There has been too much emphasis on the preparation and financing of "
individual projects. It is difficult to underst&nd why non-project aid

J
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should be considered less desirable than project aid. Such considera­
tions did not carry muohweight during the days of" the"J~arshall plan.
The Pearson Commission and many other expert bodies have argued convin­
cingly in favour of non-project assistal'lCe. It is time that donors
adopt a more flexible approach to programme aid.

75. 'Greater attentlon should be devoted to African national or multi­
national development banks, whose ,scope for action is limited on account
of insufficient rescurces tOecope "ith legitimate needs. For example,
unlike the other two regional development banks, membership of the
P£rican Development Bank is restricted to countries in the region. For
this reason, its resources are more limited than those of the two other
regional banks. While maintaining the independence of ADB by excluding
nen-African eountries from membership, ADB has since 1966, with the
support of ECA and DAU, negotiated with donor countries to contribute
to a special fund tc be used for concessianal lending.

76. The African Development Bank no" has the capacity to disburse addi­
tional capital. It can draw on detailed, local knowledge and it can
enoourage 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 Fund should start operations in early 1972.

77. A primary objective of aid to Africa must be to encourage the
formation of wider markets and a rational investment policy based on
sub-regional and regional co-operation and greater mobility of skills
and private investment. Aid can contribute to the removal of obstacles
to intra-Jlfricanco-cperatiolJo It can contribute to f'ac i Li.tating the
institutional arrangements required for reglonal co-operation. But it
can in particular assist by providing fundo to support the creation of
regional payments unions. Resort to stand-by arrangements with IMF
cannot be viewed as a real alternative solution to the balance of payments
oonstraints impinging on African countries' trade liberalization efforts
since they depend on a country's overall payments position and are oond­
itioned by a general examination of its economic policies to the extent
that they affect the balance of payments. Moreover, I~~ support through
stand-by arrangements would not be addit10nal to, but would be part of
the general I~W facilities already available. Trade liberalization
commitments among African countries constitute on the other hand a new
potential drain on the countries' ba.lance cf payments.

78. Relatively modest contributions by donor countries or multilateral
agencies to credit facilities in payments arrangements among African
countries could act as catalysts to etimulate new trade flows many times
the size of the initial contribution. IOOF could support trade liberali­
zation among African countries by permitting members to make specia~

drawings exclusively designed to overcome deficits resulting from trade


