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INTRODUCTION 

Sub-Saharan African countries are experiencing ••DJ development 

constraints and, currently, severe crises in economic and social teras. Kany 

developed countries, aore resource-endowed developing countries, and 

international organizations are providing technical and financial assistance 

to support African countries' develoi;ment. Official Devciopa1ent Assistance 

CODA) indeed plays an important role in tbe econ<>11ies of Sub-Saharan Africa 

(SSA). 

The Industrial Development Decade for Africa was proclai11ed for the 1980s 

bJ the United Nation~ General AsseablJ in order to 11<>bilize world support for 

a longer-term need: tbe industrialization of African countries. Such 

industrialization is necessary if the econoaies of SSA are to achieve st.able 

and self-sustaining growth to meet the needs of their rapidly graving 

populations, needs wbicb are magnified bJ recent trend5. This study looks at 

the extent to which ODA contributes to tbe aanufactndn, sector in this I"egion. 

It therefo~e begins by SWllllarizing the region's present economic 

characteristics. It reviews the experience of industrialization efforts and 

traces, in contrast, the deteriorating situation and the increasing concern 

among the world conaunity. The flow of resources to the aan~facturing sector 

is explored by examining data frora OECD ts to the inv~lvement of Development 

Assistance Co11111ittee (DAC) members in the region, and bJ briefl? reviewing the 

involvement of individual count~ies and international organizations. 

The study is based on the work of 8r. G. Dancel, Uhiversity of Leuven, 

Belgium, as consultant to UNIDO. The assistance of OICD through tbe provision 

of statistical data is gratefully actnowledr.ed, as a:.•e the discussions bld 

with officials of the Netherland• Kinist~y of Foreign Affairs, and with B. van 

Arkadie and A. Dolaan of the Institute of Soeial S~udies in the Hague, 

Netherlands. 
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Chapter l 

llANUFACTURING PERFCRIWICE IN SUB-SAHARAN AFRICA 

1.1 overall economic grovtb in the 1960s and 1970s 

Tb~ designation "Sub-Saharan Africa" (SSA) is typically applied to the 

African c~untries below the Tropic of Cancer (i.e. excluding the countries of 

North Africa) with the ezception of South Africa and Namibia. As a whole it 

has a population of around 400 aillion people and an average per capita income 

of around SSOO. It includes 45 countries of which 26 belong to the group of 

least deve!oped countries (LDCs). 

The region has over recent years become a focus of international 

attention through the special difficulties it faces. A worsening economic 

crisis, coupled with food shortages, natural disasters, and political unrest, 

have made most countries in the region highly vulnerable to internal and 

external shocks. And yet during the 1960s economic growth in the different 

countries of the region bad been satisfactory.11 
On average, GDP increased 

by 3.9 per cent annually re-~lting in a per capita output growth of 1.3 per 

cent annually. It should be noted that all countries showed a positive 

growth, with the variance being rather low. 

The picture changed completely during the 1970s when economic growth 

declined to an annual average of 2.9 per cent. If one excludes Nigeria, which 

was able to rely on oil revenues in this period, the average grcwth was only 

1.6 per cent. Taking into account the faster population growth, GNP per 

capita increased at a rate of only 0.8 per cent. Excluding Nigeria the 

regional GNP per capita actually declined annually by 0.4 per cent. During 

the 1970s, the variance between the individual countries increased 

enormously. As extremes, Angola had negative growth ot 9.2 per cent, while 

Botswana grew at an annual average of 13.5 per cent. Slow economic 

development was also coupled with a sluggish agricultural production in most 

countries, which resulted in a decline of per capita food production of about 

1 per cent a year. Food aid increased substantially to offset the loss of 

food production. The volume of agricultural exports declined at ~n average 

rate of 3.5 per cent in the 19701. Consequently, the region's share of the 

world market rapidly decreased. 

l/ Data taktn from the World B'nk, "Accelerated Development in Sub-Saharan 
Africa. An Agenda for Action", 1981. 
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The deterioration in agriculture was accompanied by other internal and 

external factors which led to widespread balance of payment problems and 

sharply increas~d external debt. Oil prices soared, the growth of world 

demand for primary commodities excluding energy slowed considerably, and for 

some countries the terms o! trade worsened. At the same time the volume of 

exports did not increase in the 1970s. Although statistics are not complete 

or reconcilable, for aost countries a decline of exports volume was recorded. 

The share of the region in developing-country nonfuel trade fell drastically 

in the 1970s. 

1.2 the critical economic situation in the 1980s 

While the outlook for the Sub-Saharan region was already grim at the end 

of the 1970s, economic difficulties were to increase. Following a new jump in 

real oil prices, the world economy entered a deep recession in 1980. The 

industrial countries tried to offset higher oil bills by lowering their demand 

and by restricting imports. As a result of this 'licy world trade stagnated 

and world prices of primary goods, including oil, fell drastically in the 

period 1981-1983. In real terms, coanodity prices in 1982 were at their 

lowest in 40 years. F~lling export prices and more limited access to the 

markets of industrial countries undermined attempts by African governments to 

control their balance of payments. It was estimated that the loss of income 

due to the deterioration in terms of trade was 1.2 per cent of GDP for 
l/ 

SSA.- External current accounts went deeply into deficit, estimated in 

total at $14 billion in 1982. To curb growing deficits, the African economies 

had to reduce their imports, which caused in many count:ies severe shortages 

of imported raw materials, as well as intermediate and capital goods, working 

as a brake on economic activity, and in particular on industrialization. 

However, while all developing countries suffered from the glo~al economic 

recession, the decline of economic growth had dramatic proportions for Africaa 

countries in the 1980s. For Sub-Saharan ~frica as a whole GOP remained 

virtually unchanged (1981-1983). Since population growth speeded up to over 3 

per cent, av6rage per cApita income in many African countries is now, in real 

terms, less that it was 15 years ago. Or in ot:aer words, all the modut gains 

or the 1970s have been lost. Soeial conditions have also deterjorated 

rapidly. Th~ n4mber ot people livirig below the pov~rty lin• is n~w estimated 

l/ The World Bank. "Towar~s Sutltsined Development in Sub-Saharan Africa. A 
Joint Prosr~mme of Action", 1984, pp. 11-12. 
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at roughlJ 60 per cent of the total, and about 50 per cent of the labour force 

is unemploJed or underemployed. Vulnerable groups, such as women, children 

and the disabled, are the victims of the econOlllic decline. The critical 

financial situation of most African goverrunents obliges them to cut down on 

public services and concentrate on economic survival. 

The economic and social crisis in SSA was accompanied in m&DJ countries 

b7 political instabilitJ. Africa now has about 2.S million political 

refugees, excluding people displaced within the borders of their own ~ountry. 

Agajr, natural disasters have occured in the fonn of cyclones, floods but, 

more drastically, a long and severe drought, which affected many countries 

from 1981 onwards. It is important to stress that, while the world economy in 

general began to recover in 1983 and 1984, the severe economic and social 

situation continued in SSA. Many African countries have no alternative but to 

turn to the international co111Dunity in order to receive more food aid and to 

request an extension of payment on their external debt. Consequently, an 

increasing ~umber of cocutries have turned to the Paris club, the IMF and the 

World Bank for & rescheduling of their external debt, which often h~s to be 

accompaniP.d by an IMF adjustment progr&Dllle. The imnediate impact of such 

progre.m:nes can be a further worsening of living conditions, at least in the 

short and 1'\e>ium term, through reduced government expenditures and disposable 

inco11le. 

1.3 The structure ~f manufacturing 

It should be recalled lhat most African economies are heavily dominated 

by the production of primary goods, mostly agricultural, and associated 

tertiary activities. The African continent is responsible for only a tiuy 

part of the world economy, and its share of world manufacturing value added 

stands at a mere l.00 per cent in 1985.11 This figure is, in fact, the same 

as the 1 per cent target for 1985 incorporated in the Lagos Plan of Action and 

therefore the subsequent targets of 1.4 per cent for 1990, and of 2 per cent 

for the year 2000, do not seem unreasonable. However, the region's share la 

world manufacturing value added has decreased slightly •ince 1982, and this 

contrasts with earlier decades when Africa's shire rose steadily fro~ 0 .. ~ per 

cent in 1963 to 1.04 per cent in 1982, the latest non-estimated record. The 

11 "A Statistics\ Review of the World Ind"strial Situation: 1985", 
UNIDO/IS.590, April 1986. 
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rising share of aanuf acturing in the past was not so much a consequence of 

rapid industrial growth as a product of a shift in relative prices in favour 

of aanufacturing through tax policies and subsidies. 

All these figures include the countries in North Africa. In 1981, SSA 

accounted for only 56.5 per cent of total manufacturing value added in Africa 

against 63.8 per cent in 1973. In other words, the rising share of Africa in 

world manufacturing value added between 1973 and 1983 can be attributed almost 

entirely to the growth in North Africa. A.gain. Nigeria is responsible for 

one-third of the total manufacturing value add~d of SSA.!/ Thus, in world 

terms the manufacturing sector of SSA is very small and scarcely increasing. 

The modest extent of industrialization in SSA can be ill~strated by the 

fact that on average the share of manufacturing in GDP is about 8 per cent. 

which is much lower than the 14 per cent for all low-income countries (1982 

figures). Detailed figures for 1981 reveal that only five countries of the 

region have a share of manufacturing which is over 15 per cent of GDP: Ivory 

Coast (15.6 per cent), Mauritius (20.4 per cent>. Zambia (16.9 per cent>. 

Swaziland (23.8 per cent} and Zimbabwe (26.7 per cent>. There are no 

low-income countries in this group. On the other hand, most low-income 

countries and middle-income oil exporters show a share of manufacturing in GDP 
21 

of less than 8 per cent.- The industrial structure of the African 

economies is concentrated on non-durable consumer goods industries. The share 

of Africa in world manufacturing value··4dded in B70 was higher than the 

average for the following branches: food products, beverages, tobacco, 

textiles and clothing, footwear, wood and cork products, other chemicals 

(fertilizers and consumer goods), petroleum refineries, miscellaneous products 

of petrol~~m and coal, rubber and plastic products and other non-metallic 

mineral pro1ucts. By 1981 this situation had not changed.I/ The inclusion 

of North Africa is r~sponsible for the appearance of virtually all 

~on-consumer goods branches in this list. 

11 "Africa in Figures", UNIDO/IS.517, 1985, pp. 21-22. 

ll "Africa in Figures", UNIDO/IS.517, 1985, pp.21-22. See also appendix, 
Table A.2 

21 "A Statistical Review of the World Industrial Situation: 1984", 
UNIDO/IS.506, March 1985. 
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1.4 Manufacturing performance 

From tbe beginning, aost African governments pursued industrialization 

through import substitution ~··a 6riving force for economic growth and 

development. It was also expected that industrialization would increase the 

flexibility of the economy and reduce dependence on external forces. In other 

words, industrialization in Africa bas principally consisted in setting up 

industries that produce simple tyr-es of manufactured goods to meet a local 

demand formerly satisfied by imported goods. These infant industries received 

in aost cases significant subsidies, favourable tax treatment and tariff 

protection against competing imports. At the same time they were able to 

import the necessary capital goods, raw materials and intermediate goods at 

low tariffs, or else duty-free. As a result of such policies, the new import

substitution industries, while contributing to the decline in imported 

consumer goods, also caused an increase in tbe import of intermediate and 

capital goods. Consequently, no major savings of foreign exchange were 

attained. Excessive investment in industry, and a distortion of relative 

prices in favour of industry, placed a burden on th~ other economic sectors, 

especially agriculture, and it heightened the region's dependence on foreign 

manpower, capital and technology. Moreover, the trend towards capit&l

intensive import-substitution industries with a high unit cost of investment 

bas distorted the region's cost structure. African wages are high compared 

with other developing countries, particularly Asia, and African labour 

productivity is much lower than in South America or Asia. Also, in many 

cases, domestic production costs tend to be higher in terms of foreign 

exchange than the cost of the imported final product. 

Following the balance-of-payments crises of the 1970s, import 

substitution intensified through higher exchange rates and quantitative import 

restrictions. During the comnodity boom of the late 1970s, investment in 

industry increased substantially and some countries initiated the expensive 

stage of impo~t-subsitution uf intermediate and durable consumer products. 

Also, project selection tended to deteriorate and led to investments vitb very 

low rates of return. 

Undoubtedly, however, there was considerable industrial growth in the 

1960s and 19701, which contributed to the economic development of the region. 

Annual per capita growtb of manufacturing value added in Africa as a whole 

reached 4.5 per cent between 1963 and 1973, which i1 in excess of the average 

growth of per capita GNP which ~as only 2.~ per cent. For the period 



- 6 -

1973-1980, manufacturing value added (llVA) per capita grew at an average of 

2.8 per cent which again vas higher than the modest increase of per capita GNP 
l/ 

of 1.5 per cent.-

Figures for the 26 LDCs in the region sbov that l!VA per capita increased 

on average at 5.8 per cent in the 26 LDCs of SSA between 1960 and 1973, much 

faster than the 0.7 per cent increase of GDP per capita. In contrast, from 

1973 to 1977 MVA per capita decreased at 1.1 per cent while GDP per capita 
2/ 

still increased at 0.5 per cent.-

the performance of manuf actucing worsened abruptly in the least developed 

countries of SSA in the late 1970s. They suffered severely from increased oil 

prices and were the first to enter into a deep balance-of-payments crisis, 

which led to a reduction in domestic demand aLd in imports. Shortages of 

supplies of raw materials,· spares and intermediate products often aP.peared. 

Kanuf acturing co•Jld not escape the effects of a deteriorating economic 

environment. In LDCs industrial weaknesses continued, but the middle-income 

countries of SSA especially, which bad previously beeb able to expand their 

industry, have experienced severe setbacks, due to falls in imports, in 

locally produced raw materials and in domestic demand. It should also be 

recalled that agricultural performance dropped drastically in the 1970s, 

negatively affecting tbe manufacturing sector. 

In the 1980s the world recession debilitated the economies of all 

developing countries and particularly the eeonomies of SSA. World trade 

stagnated and protectionism increased. Coamodity prices dropped steeply, 

especially of those connodities in which SSA has a tomparative advantage, like 

oil, seeds, cotton, and tropical fruit. The devastating impact of the drought 

on c~op production and livestock led to a dramatic setback in agricultural 

production. Tbe decline in export earnings, the rising cost for imported 

energy and the increase of food imports have burdened the balance-of-parments 

of all SSA countries, not only the LDCs. 

l/ Jbjd. 

ii Taken from "The Agony of Africa", UNIDO/IS.488, 1984. 
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Throughout the region, capacitJ utilization rates in aanufactur~ng are 

extremely low, and in some cases as low as 25 to 30 per cent. RecentlJ, fixed 

investment a~d sa~ings have d~clined. If one adds to this the contin•aing poor 

quality of investment and the prolonged difficulties in mac~o-economic 

management, one should not be surprised that the economy - and the 

manuf~cturing sector in particular - is not fol.lowing the current world 

recovery and that future development possibilities are now at stake. 
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Chapter 2 

OFFICIAL DEVELOPMENT ASSISTANCE FLOWS TO SUB--SAHARAN AFRICA 

2.1 Definitions and camposition 

The OECD is the main source ~f reporting of resource flows from developed 

market economy countries to developing countries, and the definitions and 
l/ 

concepts used in OECD reports- are as follows. Official Development 

Assiitance CODA) is defined as fi~ancial flows to developing countries and 

multilateral institut!ons, i.e. grants or loans, undertaken by the official 

sector, provided at concessional terms (if a loan, it contains a grant element 

of at least 25 per cent) and administered with the promotion of the economic 

development and welfare of developing countries as its main objective. Grants 

cover gifts, in money '~· in kind, for which no repayment is required. The 

term includes grants for technical co-operation, grant-lite financial flows, 

i.e. loans repayable in recipients' currencies and transfer af resources 

through sales of commodities of recipients• currencies, less local currency 

balances used by the donors for other than development purposes. ODA loans 

cover loans with maturities of over one year which meet the basic criteria of 

ODA and for which repayment is required in convertible currencies, or in 

kind. ODA loans include a grant element cf at least 25 per cent. This is a 

measure of the conce~sionality or softness of a loan, and is given by the 

extent of benefit reflected in the difference between the ODA inte~est rate 

and the market rate (taken at 10 per cent per annum>, the length of time t~e 

funds are av&ilable for the borrower <maturity) and the length of interval to 

first repayment of capital (grace period). The OECD calculates this benefit 

by estimeting the present value of repar,nents disccunted at 10 per cent and 

expressing the present value as a percentage of the face value of the loan. 

By technical co-operation is meant the provision of resources <mostly grants 

but also a small volume of loans) to nationals of developing countries 

receiving education or training at home or abroad and to defray costs of 

teachers, administrato~s and advisers serving in developing countries. 

11 OECO, "Development Co-operation, Efforts and folicies of the Members of 
DAC", annual review; OECD, "Geographical Distribution of Financial Flows 
to Developing Countries", annual review. It should be noted that the 
definitions and classification of these two publications do not always 
exactly correspond. 
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Transactions are reported at tvo stages: commitmen~. vben the donor 

assumes a firm obligation to furnish assistance specified as to volume, 

purpose, financial terms and conditions; and disbursement, when funds are 

actuallJ provided. Unless otherwise stated, the disbursement figures are 

shown net, i.e. less capital repayments on earlier loans. Bilateral flows are 

reported directly bJ each donor country member of th~ Development Assistance 

Comnittee (DAC). OECD figures for bilateral aid for the Organization of 

Petroleum Exporting Countries (OPEC) and the Council for Mutual Economic 

Assistance (CMEA) are based on secondary sources and OECD Secretariat 

estimates. Multilateral flows are tho~e channelled via an international 

organization active in development, including the World Bank group, the 

regional development banks, the IMF Trust Fund, t~e Arab and OPEC Development 

iunds and the United Nations agencies. 

In addition to aid flows, OECD reports also on grants from private 

agencies (private aid) and transactions at conmercial terms from either the 

official or private sector. The official non-concessional flows include 

office export credits, official sector equity and portfolio investment, and 

debt reorganization undertaken by the official sector (bilateral or 

multilateral) at non-concessional terms. These transactions may include a 

grant element which is below 25 per cent. Private sector flows combine direct 

investment, private export credits and portfolio investment. Portfolio 

investment is an OECD Secretariat estimate which corresponds largely to bank 

sector loans with ~maturity of more than one year. The amount thus included 

for DAC excluding those loans lent by off shore affiliates of banks resident in 

DAC countries, as well as some minor adjustments. 

Tied aid referes to all aid transactions for which procurement is limited 

to the donor country; aid ic said to be untied when procurement may be 

undertaken in at least all OECD and developing countries. Local c~sts are 

outlays up to the date of completion of a project to finance the procurement 

of goods and services in the local market. 

It should also be noted that.ODA is calculated to include both the 

resources actually reaching developing countries (or multilateral 

organizations) and the administrative costs associated with this. 
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2.2 The evolution of ODA to SSA 

During the 1970s net disbursements of ODA from DAC, aultilateral and OPEC 

donors grev from Sl.3 billion in 1970 to $8.l billion in 1980 or alaost a 

sixfold increase.11 Figures for the period 1970-1973 do not include OPEC 

donors. OECD figures indicate that in 1980 OPEC countries were responsible 

for 8 per cent of total concessional aid flows to SSA; DAC countries d:sbursed 

62 per cent and multilateral institutions the remaining 30 per cent of this 

total. Thus bilate~al aid froa DlC countries remained the largest inflow of 

ODA in SSA. 

Although SSA bas only about 11 per cent of the total population in less 

developed countries, tte region alwa1s received a more than proportional share 

of total ODA. In 1970, new disbursements of ODA to SSA equalled 19 per cent 

of total ODA, while in 1980 23 per cent was channelled to SSA. Although all 

donors showed a particul,r interest in SSA, DAC members as a group increased 

their relative preference for SSA from a mere 17 per cent to 29 per cent 

between 1970 and 1980. 

Net disbursements of ODA ~re coamonly lower than the coamitments. From 

lotal commitments of ODA to SSA 65 to 80 per cent were actually disbursed 

during the 1970s, which is similar to the degree reached in other continents. 

It should also be noted that two-thirds of net disbursements of ODA to SSA 

consisted of grants. 

During the 1970s concessional aid flows to SSA increased rapidly in 

absolute, real and per capita tet"llls. SSA became the central focus for 

development assistance. Its GNP per capita is not the lowe;t of all 

developing regions, as the densely populated regiQn of South and Far East Asia 

have on average an even lower GNP per capita. Nevertheless concessional aid 
21 

was directed more and more to SSA.- In 1979 net ODA flows corresponded on 

11 See the appendices for detailed country data collected from OECD tables 
for the period 1975-1983. ODA from other countries, including the 
members of the Council for Mutual Economic Assistance CCMEA), is not 
included. 

ll See Appendi1, Table A.4 for a comparison of net receipts of ODA by region 
and income groups. 
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average to 3.5 per c~nt of GNP and to 20 per cenl of gross doaestic investaent 

in SSA. For the low-income countries of SSA these figures even reached 7.1 
l/ 

per cent and 50 per cent.-

After 198! ODA to SSA decreased, as did total ODA. In 1983 net 

disburseaents of ODA frOll all sources to SSA totalled$ 7.9 billion or 2 per 

cent less than the aaount reached in 1980. Mevertheless, SSA received a 

substantially higher share of total ODA flows. Between 1980 and 1983 

concentration on SSA increased from 23 to 27 per cent, merely because OPEC and 

aultilateral donors channelletl comparatively aore aid funds to SSA. 

Although concessional aid to SSA decreased both in nominal and real terms 

in the 1980s, the relative importance for development in SSA increased. The 

World Bank calculated that for SSA, net ODA disbursements corresponded on 

ave~age to 3.8 per cent of GNP and to 13.1 per cent of gross domestic 

investment in 19!2. Taking only the low-income semiarid countries, figures of 
• 21 24.l per cent and 107.9 per cent respectively were recorded.-

2.3 The evolution of other financial flows to SSA 

Other official flows and private sector flows to SSA have increased very 

rapidly during the 1970s. In 1970 they amounted to only $0.5 billion while in 

1980 S5.3 billion was reached or more than a tenfold increase.l' At this 

level the OECD data covers only flows from DAC members and multilateral 

institutions. Non-concessional resource flows to SSA from multilateral 

institutions accounted only for 10 per cent of the total net disbursements in 

1980, while DAC disbursed 90 per cent. Data for OPEC were not available. In 

any case, bilateral flows from DAC mem~ers constitute the bulk of 

non-concessional disbursements to SSA. 

!I World Bank, "Accelerated Development in SSA", 1981, p.164. 

ll World Bank, "Toward Sustained Development in SSA", 1984, p.74. For OECD 
estimates, see Appe~dis, Table A.7 

21 See Appendis for detailed data on all countries of SSA for non
concessional flows, which can be derived as difference between ODA-flows 
<Table A.3) and total resource flrws (table A.6). 
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SSA is however less iaportant in total non-concessional resource flows to 

the developing countries. In 1970 only 6 per cent of these flows vent to SSA. 

but this share increased to 10 per cent in 1980. 

Froa these flows it is only possible to distinguis~ between official 

non-concessional leans. direct invest.aent. portfolio investment and ezport 
• l/" . 

credits since 1976 and onlf on a country-by country basis.- Direct 

investaents seem to be of ainor importr.nce in SSA (except in 1981 and 1982). 

TraditionallJ. the tvo Rain channels are export credits, which are aostly 

officially supported, and portfolio investaents, which represent private bant 

loans. In 1983 official non-concessional loans increased while other flows 
21 

decreaset enol"IDOuSlJ.- It should be stressed that the distribution of 

these funds over SSA is very unequal. It is concentrated on tbe middle-incoae 

countries wllh an open-market policy, such as Liberia and Ivory Coast, or 

countries with ri'h aineral deposits, such as Nigeria, Cameroon and Zaire. 

Small low-inccae countries receive hardly any non-concessional assistance. 

Other donors' non-concessional flows to SSA are not recorded but can be 

considered as very small. Non-concessional resource flows to SSA kept rising 

in 1981 and 1982 to a aaximum of $6.8 billion. However, in 1983 the flow fell 

sharply to $4.4 billion, at the same time as in some other developing regions 

an increase was recorded. The decrease in n~n-concessional res~urce flows can 

only be attributed to DAC countries. For SSA the main·r.easons were a drop in 

portfolio investments and a virtual disappearance of private investment. This 

phenomenon is of great concern because it could be seen as a lack of belief in 

the future of SSA on the pa~t of the international private sector. If this 

persists. the consequ~nces for the region could b~ severe, if there is no 

compesating increase in concessional resource flows. 

11 OECD, Geographical distribution of financial flows to Developing 
Countries, 1980 to 1984. 

ll In Table A.7 of the Appendix total net disbursements of financial flows 
to SSA are divided over seven different flows for the years 1978-1983. 



- 13 -

Total net disburse.entc of resource transactions to SSA bf all sources as 

presented in the Appendix for the period 1975-1983 have risen froa $6.t 

billion in 1975 to a aaxiaua of $14.8 billion in 1982. It appears to bave 

dropped bf no less than 22 per cent to Sll.5 billion in 1983, as recorded on 

the basis of preliainary data. Between 1975 and 1982 total resource flows to 

SSA aore than doubled in nominal teras. In prices and exchange rates of 1982 

total resource flows have risen from $9.6 billion in 1975 to $14.8 billion or 

an increase of onl! some 50 per cent.11 In other words more than half of 

the increase was due to international inflation and exchange rate 

fluctuations. If one relates total resource flows in 1982 to population 

estiaates for tbe saae fear, a per capita resource flow of $38.7 was recorded 

which corresponds to 7.6 per cent of GlfP per capita in SSA. Doing the same 

exercise for individual countries, one finds bigh per capita resource inflows 

in all the aiddle-incoae countries except Nigeria and in a few low-income 

drought-affected countries (Somalia, Gambia, Riger, Benin and Guinea-Bissau). 

Jlost low-income countries, which include many LDCs, have a per capita resource 

inflow of less than $40. 

Total net flow of resources to SSA, as presented up to now, are based on 

records that are comprehensive for the majority of the individual categories. 

The oaissions of which some have already been mentioned, are essentially as 

follows: flows from developed market economy countries not members of DAC, 

flows from CKEA countries, other cfficial and pri~ate sector flows from OPEC 

countries, net flows from other developing countries, grants by private 

voluntary agencies, flows from IMF oth•r thaP. loans by the IllF Trust Fund 

(included in multilateral ODA), private bank loans with a maturity of le•s 

than one fear, medium-term and long-term private bank loans from offshore 

centres of banks resident in DAC countries, bond lending aod geographicallJ 

unallocated resource flows (for a large part OPEC flows) which actually go to 

SSA. Of all these omitted flows the geograpbicallJ unallocated resource 

flows, (estimated at S2.3 billion in 1982), the short-term private credit 

(estimated at S7.l billion in 1982) and the IMF flows ($3.9 billion in 1982) 

are quantitativ~lJ important for SSA. 

l/ Use was made of tbe deflator construct~d by OECD and applied in tbe 1984 
review. 



2.4 th• terms of financial flows to SSA 

The ao1t c01DOnlJ used aeasure to evaluate the terms of t~e package of 

bilateral aid flows is the grant element. The overall grant eleaent of ODA 

comaitaents bJ the DAC countries is nov of the order of 90 per cent, compared 

with 80-85 per cent in the earlJ 1970s. For the DAC as a whole, about 

three-quarters of ODA c011111itaents are in grant fora. the grant element of DAC 

aid bas risen during the past decade in accordance with the quantitative norms 

of the DAC Tenas Rec0111111endation of 1978, which stipulate that the overall 

grant eleaent of ODA to SSA by DAC aeabers will be higher than 90 per cent. 

However, it should be recalled that about one-third of CDA goes to 

aultilateral agencies rather than directlJ to recipient countries. To the 

extent that these agencies lend at harder terms, the gra~t elemen~ figures 

quoted above are exaggerated, from the ~ecipient countries' point of view. 

The overall grant element of ODA COlllllitment~ bJ OPEC countries is lower 

than from DAC countries and is estimated bJ OECD to have been 80 per cent i1 

1981.l/ This is a considerable increase from an estimated 59 per cent in 

1975. 

Another important aspect of ODA is the extent to which it is tie~. The 

share of untied assistance in gross disbursemerts of ~ilateral ODA from DAC 

countries has stayed between 40 per cent and 45 per cent in the period 

1975-1983. Partially untied bilateral ODA from DAC cou~tries has st&Jed 

~etween 10 and 14 per cent in the same observation period. Aid is called 

partially untied when procurement is limited to the donor and the developing 

countries, usually including tbe recipient country. Bilateral ODA from OPEC 

countries is completely untied. Multilateral aid is reported to he untied 

except for aid flows from the EEC where procurement is limited to EEC Member 

countries and any of the associated ACP countries (i.e. partially 

untied).!/ Because the tying ~tatus depend on the donor's general policies, 

the degree of tying for SSA will probably not differ much from the overall 

degree. 

l/ OECD, "Development Co-operation", 1982 Revi•w, p. 158. 

ll A detailed analy1i1 of tying aid flows and the possibilitJ for economic 
co-operation among developing countries (!CDC> is contained in Roberts, 
R.S. "Official Development Assistance and economic co-operation"among 
developing countries", UNCTAD, TD/8/C.7/57, 9 June 1983. 
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World Bank studies on SSA have included data on the average terms of 

borrowing for bilateral official loans (concesssional and non-con,essional). 

From 1970 to 1981 the average interest rate increased from 1.3 (>'!r cent to 4.8 

per cent and decreased in 1982 to 4.4 per cent. The average maturitJ period 

decreased slowly froa 31 fears in 1970 to 18 years in 1979, and was then 

extended afterwards to al.most 25 fears in 1982. The average grace period vent 

down from almost 10 fears in 1970 to 5 years in 1979, and agai~ increased to 

aore than 6 fears in 1982. The averag~ grant element de~r!·ased from 70 per 

cent in 1970 to 33 per cent in 1979 and increased again afterwards to 42 per 

cent in 1982. Kultilat~-11 official loans had traditiocally a one to three 

per cent higher interest rate than bilateral loans except for th~ period 

1977-1979. The a-werage maturity period has continued around 30 years and the 

average grace period around 7 fears. The average grant element has remained 
. l/ between 37 per cent and 52 per cent over the twelve years of analysis.-

Hon-concessional loans by the multilateral agencies provide an important 

resource for SSA. Through this type of finance, long-term capital is 

available at market rates of interest combined with technical •ssistance, 

project p~eparation and development planning services. Following its first 

report, the World Bank considered SSA as a priority area for allocation of 

IDA/IBRD funds du1·ing the 1980s. IBRD/IDA lending to SSA was kept constant in 

the period 1981-1~83 around Sl.8 billion. It increased considerably in 1984 

to S2.4 billion. IFC lending to SSA was stabilized during the same period 

around $0.4 billion.l' Note that IDA loans are concessional loans. 

The OECD bas found that less concessional ODA loans (i.e. those with a 

grant element of less than 50 per cent) bas recently been oriented more 

towards Lties, low-income and lover middle-income countries. Together they 

accounted for 59 per cent of total less concessional loans by DAC countries in 

1 3 . 3/ . h" ~· 1983, compared to on J O per cent in 1981.- Wit 1n t:11s share, SSA 

accounts for the mtjority. 

11 The World Bank, "Toward Sustained Development in SSA", 1984, p.73. 

11 World Bank, "SSA: Progress Report on Development Prospects and 
Progr&11111es", 1983, pp.18-20. 

}/ OECD, Development Co-operation, 1984 Review, p.112. 
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The terms of of~iciallJ supported export credits are regulated bJ the 

appropriate DAC coanittee of OECD with the purpose of limiting competition oa 

export credit ··erms, and in particular on the extent to which interest rates 

are subsidised. All DAC members have also subscribed to the Berne Convention 

of 1934, by which they agree to supplJ export credits at similar terms. At 

present, average maturities of export credits are about ten years and interest 

rates around 7.5 per cent. The use of ODA in conjunction with export credits 

(mixed credits) increased during the world recession (1980-1982) in trade 

competition between industrial countries and, consequently aid and trade 

became 1110re confused. Accordingly DAC strengthened its guiding principles on 

export credits in 1983, as part of a policy to improve trans~arency on 

"associated financing". The latter refers to transactions with daveloping 

countries which associate in law or in fact two or more of the following 

aspects: ODA; other official flows with a grant element of at least 20 per 

cent ; officially supported export credits, or other official flows with a 

grant element of up to 20 per cent, or other funds at er near market te~lDS. 

The main character1stic of these transactions is that the concessional 

component is linked in law or in fact with the non-concessional component and 

that a part of the complete yackage is tied to procurement in the dunor 

country. Export credits constitute tne major proportion of associated 

financing, i.e. about two-thirds. The central themes of the guiding 

principles are that there should be a clear distinction from market cred~ts 

through refraining from associated financing with a combined grant element of 
l/ 

below 20 per cent,- that the use of ODA for associated financing should be 

restrained for stronger developing countries, that the terils should be 

tailored to the economic and financial situations of the recipient country and 

that for large projects associate financing should be used on the basis of 

. . . . b"dd" 21 f . • 1ntern&t1onal compet1t1ve 1 1ng.- The volume o associated f1nanc1ng 

coanitments ($4.6 billion in 1982) fell back sharply in 1983 to Sl.9 billion, 

but rose again to S2.7 billion in 1984. 

11 This was increased to 25 per cent in 1985. See OECD, "Development 
Co-operation", 1985 Review, p. 245. 

ll OECD, Press Release, l4 June 1983. 

----~ 
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It is not known in what degree mixed credits are directed to SSA, but numerous 

examples have been discussed in confidentiel reports of the countries which 
l/ 

apply them.-

the terms of private financial flows to SSA differ of course in a 

considerable degree from official or officially sup~orted flows. Private bank 

lending can be either directly or through syndicated Eurocurrency credits. 

E~rocurrency credits have been immenselJ attractive to a great number of 

d~7eloping count~ies since recycling of petrodallars started in 1974. 

However, apart from &ome big absorbers lite Nigeria, the countries of SSA had 

little access to these credits because of lisited creditworthiness. 

Typically. this medium-term lending (5 to 10 years) is made with an interest 

rate somewhat above the six-month London Ir.ter-Bant Offer Rate (LIBOR). The 

~pread against the LIBOR depends upon the market and creditworhtiness of the 

recipient country. 

private lending to 

per cent in 1981. 

The World Bank reports that the average interest r~te of 

SSA bas increased slowly from 6.7 per cent in 1970 to 14.5 
21 It dropped in 1982 to 12.7 per cent.-

Foreign direct investment in SSA was of some importance in the 1970s, 

especially in the exploitation of mineral resources. Hwoever, since the drop 

in raw material prices of 1982, foreign investment in SSA has decreased 

rapidly. Bond lending to countries of SSA is even less connon and therefore 

not discussed here. 

Finally, it should be mentioned that IMF credits to SSA have increased 

rapidly in the past decade, which has seen enlarged resources for the Fund and 

an increasing number of financing programmes. The supplementary facilities 

oriented towards oil-importing developing countries and 9rimary goods 

e1porting developing countries have benefitted numerous African countries. 

l/ The members of DAC agre .. d in 1983 to report on policies and practices 
concerning associated financing, but this is not published. Some 
examples of mired credits to SSA are discussed in l. Windsor, "The Use of 
Mixed Credits in the United Kingdom for the Financing of Industrial 
Training and Infrastructure", UNIDO/PC.130, December 1985, and in 
!valuatie 100 miljoen programma, Memorandum, Directoraat-General 
Ontiwikkelingssamenwerking, Ministerie van Buitenlandse Zaken, July 1982. 

ll World Bank, "Toward Sustained Developemnt in SSA", 1984, p.73. 
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These loans •r~ •h~rt-tera ~redit~ CmostlJ less than one fear. although 

recentlJ longer-tera lending bas been aade available~ vbicb have charges close 
• 1/ 

to the interest rate of the F~nd, 1 to S per cent 10 1984.-

It can be concluded tbat terms of finance of ODA flows tc SSA have 

softened somehow, especially through autual agreeaents among donors as a 

result of international pressure. This in contrast with non-concessional 

flows whose terms have definitelJ hardened during the last decade. Private 

borrowing especiallJ bas been co~cluded on harder terms, since the 

creditworthiness of SSA bas decreased and international interest rates have 

increased. The bigger proportion of non-concessional aoneJ in the flows to 

SSA until 1982 (although 1983 saw a steep decrease in this ~roportion) has 

made the overall terms of financial flows harder. 

2.5 The incidence of the debt problem 

Debt service payments are a function of the volume and the terms of 

financial flows to SSA. The rising indebtedness of SSA has already been 

mentioned. Debt service consists of payments of principal or amortization and 

interestE. The volume flows discuss~d earlier were net capital flows, 

excluding amortization payments but including interest payments. The debt 

service burden of the majority of the economies of SSA increased rapidly in 

the late 1970s and early 1980s. On average it was estimated by the World Bank 

that debt service as a percentage of exports of goods and non-factor services 

was 13 per cent in 1982.11 Many of them had to request a rescheduling of 

the outstanding debt. The debt service outlook for the next years is even 

more dismal. The reschedulings of the last few years are due to be p•id in 

the period 1985-1987, together with most of the outstanding debt. 

Co~sequently, unless corrective measures are taken, the external resource 

posit~on of SSA is likely to become disastrous in the next Jeacs. Any 

attempts by African count~i~s to improve economic performance will b9 

frustrated unless these countries are relieved of some of their debt service 

obligations. Recent estimates for 1986-1990 are of a resources gaF for SSA of 

l/ IKF, Annu~l Report 1984, pp.72-95. Mote that th~ majority of IMF 
resources to SSA are channelled to low-income countries. 

ll World Bank, "Toward Su~tained Development in SSA", 1984, pp.12-13. 



- 19 -

$2.5 billion a fear between concessional flows of $8.5 billion and needs of 

Ill billion. Vitb a~suaptions on aultilateral funding increases, the gap would 

still be $1.5 billion. This would have to be filled through bilateral aid and 

debt relief .1' 

Th~ expected increase in total amortization payments (from S2.3 billion in 

1980-1982 to $8 billion in 1985-1987) will have drastic repercussions o~ future 

concessional and non-concessional finencial flows to SSA. Kost financial 

forecasting of external assistance is aade on gross disbursements. If gross 

bilateral and aultilateral capital flows (excluding IllF resources) to SSA should 

stagnate on Sl3 billion annuallJ, a level reached in 1980-1982, (1983 vas an 

exceptionallJ ba~ fear) tben annual net capital flovs vill be half the lev~l 

reached in 1980-1982, or onlJ SS billion.l' 

Hovever, the debt burden directly attributable to manufacturing is quite 
. . 3/ small 1n almost all SSA countries. A UNIDO study - bas pointed out that fo~ 

onlJ four countries of the region does manufacturing debt exceed 20 p~r cent of 

th~ total and in no case does it exceed one-belf. Of sectors, manufacturing's 

debt in third in importance and it accounts for around one-seventh of t~tal debt. 

Benin and Nigeria are cited as the only tvo countries vhere manufacturing is the 

largest cause of dr,~t. 

2.6 Flexibility of aid to SSA 

Donor assi~tance can take many forms: pruject lending, emergency financing, 

technical co-operation, sector aid, programme assistance, foreign exchange cost 

financing, local- and 'ecurrent-cost financing. The DAC has been concerned with 

increasing the flexibility of aid forms, especially since the oil price shocks 

produced successive balance of payments crises and inadequate public revenues. 

While conventional project aid was P.xpected to remain the preferred form of 

development co-operation, other types of assistance could allow more room for 

!I "Finance Adjustment vith Growth in Sub-Saha~an Africa, 1986-1990", World 
Bank Report No.6082, 1986. 

ll World Bank, op. cit., p.47. Note that World Bank estimates ot total net 
resource flows to SSA are generally lower than the OECD estimates, e.g. 
for 1982 the World Sank came to a total of SlO.l billion vhile the OECD 
came to $14.8 billi~n. The difference in definition is the main reason 
for the difference ie data. The World Bank includes only loans, credits 
and grants. 

}/ "Industry and externtl debt in Africa: A preli•inary analysis", 
UNIDO/IS.536, 20 June 1985. 
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adju1tllent to the i..ediate bottleneck• in tbe ecunomies of SSA. In particular, 

non-project a1si1tance and sup.,ort for aaintenance, rehabilitation and operation 

of the social and economic structure can allow a aore product\ve use of 

development resources in these countries. 

The distinction bet~en project and non-project aid is as follows: under 

project aid OECD classifies identifiable investaent activities as well as 

technical co-operation. No~-project aid covers food aid, finance of imports, 

emergencJ and distress relief, general purpose contributions, balance-of

payments stabilization loans, budget support, debt reorganization, sector and 

regional co-operation. General non-project aid ezcludes also sector and 
. l/ . regional co-operation or sector aid.- It was found that non-project aid was 

a relatively large component of DAC members' progranmes in 1979, 45 per cent 

<and 30 per cent if sector aid is ezcluded). However, there has been a 

declining tre~d in real terms in non-project assistance during the 1970s, 

exactly when the needs have increased. It was also found that in absolute terms 

the principal beneficiaries of non-project 'id are the low-income countries. 

But relativelJ speaking, middle-income countries and newly- industrialized 

countries received considerF.bly more than low-income countries. VerJ little was 

directed towards OPEC countries. 

The ar~uments for more use of non-project aid commonly put forward are that 

it does not 1·equire an ever-eztecded administrative capacity in the recipient 

country nor a ~ign skilled project identification and evaluation capacity in the 

donor country, that it is better suited for supporting progrannes of policy 

change, that it can be a direct support for current imports which are of bigb 

priority for development but which cannot easily be financed through project 

lending or through recipient country's resources due to balance-of-payments 

constraints, that it can be more suitable for the maintenance and rehabilitation 

of tbe existing productive capacity or essential public services, and that it 

can better respond to emergency situations or aajor bottl~neck• in one 

particular sector. 

11 OECD, "Development Co-operation", 1982 levi~~. c?ntains a chapter on the 
use of various forms of con-project as1istan~~ for longer tera 
development and emergencies, pp.85-99. 
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However project aid bas a110 its advantages, vbicb donors tend to 

underliae. Project aid is aore aanageable because of this aore limited scope, 

i1 les1 likely to be used for purposes other than those initiallJ agreed upon 

than aore general foras of non-project aid and is tbe best instrument to 

favour investment and long-term development over current consumption. As both 

tJPeS of assistance vill continue to be applied by donors, the important issue 

for DAC is that its members are aware of the advantage of a flexible 

combination in order to maximise the effectiveness of aid.11 

Ap•rt from the distinction between project and non-project assistance, 

the social and economic context in low-income countries especially in SSA, 

also requires adoption of aid delivery mechanisms of both project and non

project aid. Kore room should Le made available for local and recurrent cost 

financing. The DAC bas been concerned with the desirability of greater 

flexibility in aid ~llocat~on since 1977, when it adopted a set of guidelines 

on local cost financing. According to OECD definitions, local costs are 

o~tlays up to the date of completion of a project to finance the procurement 

of goods and services on the local market. For DAC countries, the volume of 

local-cost financing was estimated et 13 per cent of gross ODA disbursements 
2/ 

in 1977 and as low as 8 per ~ent of bilateral ODA in 1982/1983.- Since 

projects in SSA typically have a high foreign exchange content, this implies 

that a high froportion of the total local costs is being financed by aid. 

According to the World Bank, between one-fourth and one-third of local costs 

are being financed by cid.}/ Th~ DAC donors recognize that it is desirable 

to finance an increasing proportion of total project costs taking into account 

the precarious situation of many African economies. 

In 1979 DAC added also to the former a set of guidelines on recurrent 

cost financing. It was recognized that the completion, maintenance and 

operation of development projects and programmes and become a major concern io 

low-income countries. Recurrent costs are defined as outlays during and after 

11 See "DAC Guidelines for Improving Aid Implementation" adopted in 1979 and 
"DAC Guidelines on Aid for Maintenance and Strenghtening of Existing 
Services and r~cilities" adopted in 1982. 

ll OICD, "Development Co-operation", 1979 Review, p.102 and 1984 Review, 
p.92. 

}/ World Bank, "Accelerated Development in SSA", 1981, p.126 
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completion of a given project to finance procurement of goods and services 

required for aaintaining and operating the project or progr&aDe. The current 

shortage of budgetarf resources in SSA limits the utilization of former and 

on-going investments. Although guidelines stipulate that recurrent cost 

financing should be provided for specified time periods with agreements for 

gradual takeover by the recipient. it is more likely that in SSA donors will 

have to remain SJl!IPathetic to recurrent cost financing over relatively long 

periods. Also in SSA. in cases where it is unlikely that financing of 

recurrent costs for operation and maintenance o.f an intended project can be 

obtained within a reasonable period. donors and the receipient should consider 

whether the project should be scaled down or given up in favour of alternative 

projects with a smaller operation and maintenance cost components.11 

The multilateral agencies are also aware of the present need for aid 

flexibility, especially in the case of SSA. The World Bank now accepts that 

counterpart contributions to a project or programne can be made in kind. More 

important and innovative is the introduc.;ion of Strucutral Adjustment Lending 

(SAL) in 1980. in order to provide financial support for a specified programne 

of policy actions by ''vermnents. In principle. SAL is conditional on such a 

programne. The actual volume of SAL to SSA is relatively small in proportion 

to total Bank lending. However, it is expected that SAL will attract 

additional bilateral and non-concessional capi':3l flows as a result of the 

policy reforms agreed in the SAL. Sector-adjustment loans and sup~lemental 

loans can also be approved, if the recipient country demonstrates a 

willingr.ess to cope with the adverse environment through policies aimed at 

improved competitiveness. Together these loans form the Special Assistance 

f h '- 21 I 1. . . Programme o t e BanL.- In SSA, Kenya, vory Coast. Ma aw1, Maur1t1us. 

Senegal and Togo have formulated structural adjustment prcgrammes supported by 

SAL lending. Sector-adjustment loans have been F~ovided to many other 

countries of the region (e.g. Uganda. Mali, Zambia, Ghana). In Niger and 
. b . d 31 

Sierra Leone structural ad3ustment programnes are eing prepare .-

!I OECD, "Development Co-operation", 1982 Review, p.95. 

i1 The World Bank, "Accelerated Development in SSA", 1981, pp.127-128 

i1 A review of the Bank's regional actions can be found in: The World Bank, 
Annual Report, 1984. 
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Since the World Bink introduced its SAL, the Worid Bank and the IllF have 

been co-operating closely in the formulation of adjustment programnes for the 

developing countries facing acute balance-of-payments crises. The IllF 

accordingly adopted a nu~ber of measures to increase the accessibility of 

low-income countries to its resources. The DIF stand-by agreement and 

extended facility arrangements, which are limited to the deve~oping countries 

and have a longer-term perspective, are conditional arrangements, designed to 

help countries vho have balance-of-payment problems and who are working to 

adjust their macroeconomic policy along the IMF lines. On 31 April 1984, 35 

such arrangements were in effect, of which only 13 were with countries of 
1/ 

SSA.-

In 1985 the World Bank established the Special Facility for Sub- Saharan 

Africa. Administered by the International Development Association (IDA), the 

expected resources coanitted for a three-year period total over Sl.2 billion. 

The intention is to provide "African Facility Credits" on the same conditions 

as other IDA funds, to countries which have already und~rtaken, or are 

coaanitted to undertake, appropriate medium-term progress of policy reform. 

They are intended to help structural and sectoral adjustment, rehabilitation, 

and emergen,;y reconstruction. It is recognized that the Special Facility 

cannot ~f itself meet all the needs of the region, but it is intended to play 

a catalytic role.l/ A new recycling scheme of the IMF, called the 

Structural Adjustments Facility {SAF} will provide an expected $2.4 billion 

available as loans to eligible countries in Sub-Saharan Africa. The loans 

will be for assistance to medium-term macroeconomic and structural adjustment 

progra:nmes, and the resources will come from trust fund repayments.~/ 

!I IMF, Annual Rer~rt 1984, p.175. 

ll World Bank, Annual Report 1985, pp.25-26. 

ll "IMF agrees to recycle funds", Financial Times, 1 April 1986. 



Chapter 3 

THE FLOW OF 'DTERHAL RESOURCES TO THE llANUFACTU21NG SECTOR. OF SSA 

3.1 The problem of data 

At the beginning, it should be stressed thal resource flows cannot always 

be split up ~c~ording to the econogic sector which benefits from them. 

External resources cannot be allocated by sector if the purpose is not 

investment (for example import support), or if it is for overall financial 

assistance to a country Cfor example d~bt reorganization), or if info["lllatioo 

on the purpose is not available. Therefore, in many cases, it is necessary to 

aake the best possible estimate by types of flows. However. it should be 

emphasised that where estimates are presented, data are crude abj should be 

interpreted with much care. 

The data presented in Chapter 3 were net disbursements and not 

commitments, because it is of more importance to know what actually bas been 

received net of repayments than what has been promised or agreed by contract. 

However, at the level of disbursement, sectoral division is not usually done. 

This is even more true for repayments which are ctnc~lled by the recipient 

institution, in most cases the central government, a public institution or a 

private enterprise which received government guanrantee for the loan. Also, 

repayments are often not made through income generated by the project which 

received the money but through budget allocations of counterpart institutions 

(public or private). It is only conmitments of external financial flows that 

are broken down by end use. 

OECD classifies c011111itments of bilateral and multilateral official flows 

on the basis of individual reporting by DAC Members and data drawn from annual 

reports of major Dultilateral agencies. Through the Creditor Reporting System 

a data bank of commitments is constructed. It includes individual OOA grants 

and loan comnitments, direct export credits and non-concessional official 
l/ 

loans.- Technical co-operation commitments are not reportable in the 

Creditor Reporting System, and hence the data are net of technical 

co-operation. An evaluation of the data received from this databank folJ~ws 

l/ The statistical off ice of OECD kindly supplied a printout of data for the 
years 1978-1983 concerning official. coanitments to industries in 
Sub-Saharan Africa. It should be noted that the definilions of the types 
of flow appear to have changed over time. 
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under the nezt heading. Because reporting for 1oae donors a&J be incomplete. 

the figures of the databant aa1 understate the aF1i1tance channelled to SSA. 

In addition. the statistics are computed on a calendar 1ear basis. taking the 

signature date of the loans. and for that r~a1on J~arlJ totals a&J diff(r froa 

other sources who coapile on a fiscal-fear basis (e.g. the World Bank> or on 

the basis of the authorization date of the loan. In an1 case. the Creditor 

Reporting SJstea provides onlJ a partial evaluation of official cOllllitaents to 

the aanufacturir.g sector in SSA. 

Another wa1 of coming to an evaluat7oD of resource flows to industrJ is 

bJ use of the geographical dtstribution of financial flows to developing 

countri~s which was the aajor source of inforaation for the data in 

Chapter 3. By estiaating the proportion of flows to aanufacturing industry 

for each type of flow. one can estiaate the total flow of net resources to the 

aanuf acturing sector in SSA. In such an approach one bas to use partial 

information on tbe proportion of seetor-specific finance going to industry. 

assuming that industry benefits in the same degree from non sector-specific 

flows. On top cf this. non-geographically divided flows are ezcluded. The 

O!CD statistics include data for Africa Unspecified and LDCs Unspecified. 

Supposing that an identical proportion of these flows goes to SSA as in the 

country-specific flows. then the total resource flows to SSA are under

estimated by 28 per cent in 1978, decreasing rapidly to 16 per cent in 1982 

and again increasing to 19 per cent in 1983. Again of these flows - S2 to 

S2.5 billion - part goes to the manufacturing sector. For simplicity these 

non allocated funds are excluded from the analysis. As mentioned in Chapter 2 

the data of net disbursements from all sources combined to SSA. as presented 

by the OECD geogr~phical report. still ha~ a lot of deficiencies because they 

do not include various types of flows. The most complete record of total net 

receipts of developing countries from all sources is compiled annually in the 

Development Co-operation Review of OECD. Some information is also presented 

for short-term bank lending and IKF net purchases. In the 1984 review, for 

the first time a separation of these flows Ce1cluding the short-term flows) 

for SSA w&' presented in the Appendix, taking an average for 1981 and 1982.l/ 

l/ OECD, "Development Co-operation", 1984 Review, p.203. 
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3.2 The share of financial resources for industry in SSA 

A calculation of tbe off ici~l resource flows by DAC aeabers and 

aultilateral agencies vas performed using a printout froa the datab,nk of tbe 

~editor Reporting Systea. Kanufacturing industrJ vas defined as tbe 

collection of codes for industries lisf!d under aanufacturing, the 

agro-industries, tbe codes for tbe industrial development banks, industrial 

development, handicraft activities and vocational training. All vocational 

training which apparentlJ vas not directed to industrJ vas deducted 

afterwards. The printout provided data for all DAC aeabers excluding Belgium, 

Finland, Australia •ad Rev Zeal~nd. The first tvo countries certainlJ 

supplied finance for industrJ in SSA in one va1 or another. The aultilateral 

agencies included are the African Development Bank (ADB>, the World Bank and 

tbe International Development AgencJ CIDA) and the European Economic COlllDUnity 

(EEC). The following cOllllitaents are reported: ODA grants, ODA loans. grant-

1 ... l/ d 0 
• d h i~e.- irect export crea1ts an ot er non-ODA. From 1980 onwards part of 

the direct export credits vere classified under otb~r non-ODA. 

Before 1980 official export credits were recorded exclusively under the 

beading of direct export credits. which included als~ some non-concessional 

official flows to the manufacturing sector. Loans of the IBRD and ADB to 

industrial development banks in individual countries constitutP. the bulk of 

the data classified here as non-ODA loans to industry. Total official 

c01llllitments to the manufacturing sector have increased :apidly between 1978 

and 1980. In 1981 it fell back steeply, t~ increase again in 1982. In 1983 

no further increase took place and total flows were almost $100 billion lower 

than in 1980, the top year. 

Coamitments of ODA gran~~ and loans have always been between S5 and 60 

per cent of total official coanitments, with 1982 as an exception when 76 per 

cent of totel official coanitments to manufacturing were ODA loans and 

grants. Taking into account that almost all non-ODA grants are lent by 

multilateral agencies, one finds that the impact of multilateral grants and 

11 Only the Netherlands have reported flows classified under grant-lite; 
they coincide with equity investment in manufacturing enterprises and, as 
such, are direct investments by a semi-official Dutch institution 
(P .11.0.). 
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Tabb 1: Official comaitaents to industry in SSA (1978-1983) 

on the basis of the OECD Creditor Reporting Syste• 

(in billion US dollars> 

1978 1979 1980 1981 1982 

DAC bilateral OD.A grants 
and loans 127.3 183.4 102.9 U6.4 179.1 

Kultilateral OD.A grants 
and loans 66.0 t>i.3 160.6 42.0 143.0 

Total ODA grants and loans 193.3 250.7 263.6 188.4 322.1 

Grant-like official 
commitaents 0.3 1.2 0.1 0.8 

Direct export credits 96.7 119.7 43.3 U.5 1.6 

Other non-OOA: export 
credits 117 .5 95.7 82.1 

Total official export 
credits 96.7 119. 7 160.8 110.2 83.7 

Other non-ODA: non-ODA 
loans 60.0!' 54.l!' 81.5 50.6 17 .0 

Total official co11nitments 350.3 425.7 514.8 349.2 423.5 

Source: OECD Creditor Reporting System and author•s calculations. 

!' Data for 1978 and 1979 were reported under export credits. 

1983 

157.7 

96.5 

254.2 

0.9 

27.8 

27.8 

U6.2 

429.1 
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FIGURE 1: OFFICIAL COMMITMENTS TO INDUSTRY ·1N SSA, 1978-1983 
(In bllllon US dollars) 
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loans h .ucb larger tbu tbe bilateral OD.A grants and lous bJ DAC aeabers in 

1910 and 1983. In tvo otber Jears. 1979 and 1981. bilateral flows were 80re 

important and in 1971 ud 1982 both flovs were of equal iaportuce. 

Direct export credits rose rapidlJ between 1978 and 1980. Afterwards an 

even 80re rapid decline bas oc~urred. resulting in an al.aost negligible level 

of $27 billion in 1983. The onlJ positive aspect of 1983 is lbe increase was 

DOD-ODA grants. vbicb is a 80re flexible waJ of financing industrial 

development than through export credits. 

Comparing tbe data for bilateral ODA ce>111aitments bJ DAC 9ellbers to 

aanufacturiDg in SSA with the data for bilateral ODA c01111itaeDts of _DAC aeabers 

for industrJ. •ining ud construction to all developing countries. one finds 

tbat in all Jears the proportion which was directed to SSA r .. ained between 13 

and 15 per cent. except for 1980 and 1981 where respectivelJ 8 and 10 per cent 
l/ 

were recorded.- In all the Jears. tbe preference for SSA in industrial 

financial flows vas alwa1s lower than was found on average for ODA in general. 

Another aetbod which includes also private capital flows would be to start 

frOll the OECD statistics of the geographical distribution of net disburseaents 

of financial flows. Through this aethod at least seven different flows of 

finance can be identified and are presented for the Jears 1978-1983 in Table 

A.7 in the Appendix. 

First. using tbe OECD data, three different flows of ODA can be separated: 

ODA frora DAC aeabers. from multilateral agencies and from OPEC members. iECD's 

Annual Reviews break down allocable bilateral ODA co1111itaents by DAC aeabers 

into sectors. For the fears 1978 to 1983 it was found that 7 to 9 per cent of 

these commitments related to finance for industrJ, •ining and 

generalization can be aade that on average 8 per cent of ODA 

b 
• • 21 DAC 11ea ers are directed towards the ••nufacturing sector.-

construction. 

disbursements by 

Most aulti-

11 It is supposed that our broader definition of the •anufacturing sector 
CeapeciallJ industrial finance and vocational training) compensates 
somehow for the inclusion of the aining and construction sector and the 
technical co-operation in the OICD definition. 

ll OICD. "Developt1ent Co-operation", Annual Reviews, 1980-1984. 

A 
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lateral agencies break down their gross disbursements bJ sector. In SSA the 

efforts of the llC. IDA and the United Nations agencies constitute the bulk of 

such ODA leans and grants. At present. no detailed information is available 

on the sectoral division of the aid flows froa these agencies. However. 

adding the concessional and non-concessional loans of IBRD and IDA it was 

found that 8 ~r cent of the loans were for industrJ. saall-scale enterprises 

and development finance companies (which act aostlJ in the area of 
l/ 

industrJ).- A tentative proportion of 8 per cent has therefore been 

selected. About the sectoral d:stribution of bilateral ODA froa OPEC 

countries no s1ste11atic inforaation was available. However. it is ltnown that 

3.6 per cent of tbe bilateral and aultilateral COlllllitaents of concessional and 

non-concessional finance bJ Arab countries and institutions to SSA was 

directed towards the processing industries Cezcluding the proportion of 

financial institutes and technical co-operation. totalling 7.7 per cent. that 
2/ 

was directed to industrJ).- A tentative proportion of 5 per cent bas 

accordinglJ been taken. 

SecondlJ. the four different flows of non-concessional finance can be 

separated by type of finance: ezport credits. other official flows, direct 

investaent and portfolio investment. The last term refers to bank lending and 

not to foreign and international bonds. The proportion of these flows which 

relates to the manufacturing sector is estimated on the basis of a similar 
31 

exercise. performed by UJIIDO.- It is estimated that 40 per cent of ezport 

credits goes to capital goods for manufacturing, 33 per cent of direct private 

foreign investment goes to manufacturing and that 15 per cent of total net 

private bank borrowing can be attributed to industrial borrowing. For other 

official flows which originate aostlJ from DAC members and multilateral 

!I World Bank, Annual Report. 1984. 

ll I. Kossain, "Financial flows from tbe Arab Kiddle East and the OECO 
nations to SSA", in: D.K. Wai Ced>. Interdependence in a World of 
Unequals. 1982, p.159. 

21 I. Kitchen, "Financial Flow;: 1tati1tical background". in: UJIIDO, 
Industry 2000 - Nev perspectives. collected background papers, 1979, 
pp.107-109. It thould be noted that these estimations refer to the 
developing countries as a group. 
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agencies CespeciallJ IBRD and .ADB> the same proportion of a per cent vas 

selected as found for concessional finance of both groups of sources. 

The results of the above estiaates have been swmaari%ed in Table 2. 

Between 1978 and 1982 the estiaated net flow of finance to industrJ in SSA 

doubled in nominal teras froa about Sl.2 billion to S2.2 billion. In 1983 it 

decreased bJ ncre than one-third to about Sl.4 billion. In 1978, about 13 per 

cent of total financial flows vent to industry. This proportion increased 

slowlJ to 15 per cent in 1982, because direct invest.lent and export credits 

grew in iaportance. In 1983 the proportion shrank to a -.ere 12 per cent. 

Coapared to total financial flows. non-concessional finance represents the 

aajority of external capital going to industrJ in SSA. The share of ODA 

actually decreased between 1978 and 1982. It increased again substantiallJ in 

1983. It is not surprising that over the period as a whole export credits 

fora the aost iaportllllt external input in the industrial capital formation of 

SSA. OnlJ in 1981 and 1982 vas it overtaken by direct investment, which 

reached a historical peak. Over the period as a whole ODA grants and loans bJ 

DAC countries represented 22 per cent of the estiaat~d financial flows to 

industry in SSA, i.e, tbe most important input after export credits. lnowing 

that 11<>st of the export credits are official or officially supported, it can 

be seen that a aajority of external capital to industry in SSA is controlled 

directly or indirectly by DAC countries' governments. 

To conclude this chapter it should be recalled that an exact calculation 

of the share of net external financial flows to SSA that goes to the 

aanufacturing sector cannot be given. The main reasons are that a large 

proportion of financial flows cannot be geographically and/or sectorallJ 

allocated, that for different financial flows information is confidential, and 

that sectorally allocated data refer only to co11111itments or gross 

disbursements. Su, estimations will always be necessary and only more 

detailed information could improve further the estimations performed here. It 

bas been estiaated that about 8 per cent of ODA is related to industry, while 

for non-concessional flows this proportion aight be of tbe order of 25 per 

cent. On average, about 15 per cent of total net disbursements of external 

capital is dedicated to tbe aanufacturing sector. 
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Table 2: Estiaated net flow of finance to the 
aanufacturing sector in SSA. (1978-1983) 

<in aillion US dollars) 

1978 1979 1980 1981 

ODA bJ DAC countries!/ 26S 336 401 408 

ODA bJ aultilateral 
agencies~/ 136 1S8 193 192 

ODA bJ OPEC countries~' 23 28 33 28 

ODA f roa all above 424 S22 627 628 

Other official flows!1 S9 SS 104 93 

Export credits£1 422 616 664 Sl4 

Direct investment~' 164 129 287 S21 

Portfolio investment~/ 93 104 199 234 

Non-ODA from all above 738 904 l,2S4 1,362 

Total financial flow 
to industry 1,162 l,426 1,881 1,990 

Percentage of total 
financial flows 13 14 14 14 

Source: Based on Table 11 of the Appendix. 

!I 8 per cent of total 

~I 5 per cent of total 

£! 40 per cent of total 

!ll 33 per cent of total 

!/ 15 per cent of total 

1982 1983 

408 397 

182 180 

34 JS 

624 612 

91 118 

560 474 

642 118 

283 85 

1,576 795 

2,200 1,407 

IS 12 



F1GURE 2: ESTIMATED NET FLOW OF FINANCE TO THE MANUFACTURING 
SECTOR IN SSA, 1978-1983 (In mllllon US dollars) 

2soo.....-~~~~~~~~~~·~~~~~~~-~~~~~~ 

2000 

"' .Q 1500 

0 
'U 
en 
:::> 
c 
0 = ::i 

l rzr~ D 
1000 

500- ... 

0 I VL/f µ//I I( 

1978 1979 

~~~j~~~ 

1981 
Source: Table 2 

1982 

I 

IAgend 
a CO. IY Ol'U: COUN1WI 
r.J 01MH O"ICIAL nows 
- "°""OLIO INW:IMNT 
C'."J CO. IY lilULnl.ATOIAI. AOEllCft 
~ OllltcT INV!STwrNT 
- 004 IY PAC COUNTlln 
r2I l ll"OllT ClllD!TS 

w 
c..: 
I 



- 3• -

3.3 Benefits of ODA for the aanuf·cturing sector 

The question of external fi1 ·; for industrJ cannot be separated froa 

that of resource flows to other sectors of the recipient econoaJ. First, 

investaent in other sectors can generate positive effects directlJ or 

indirectlJ for the local industrJ. For ezaaple, the construction of a railwaJ 

built in part bJ local supplies benefits the local industrJ which provides the 

necessarJ products. Bore indirectlJ, if agricultural projects succeed in 

increasing the income level of the average farmer, the doaestic demand for 

locallJ produce~ industrial outputs will also increase. SecondlJ, the 

availablilitJ of funds of industrJ will be affected bJ an addition to total 

resources. Aid might release funds which bad been previously earmarked for 

certain projects. It is known that the destination of financial flows can be 

blurred when theJ are handed over to the government or a multipurpose 

institution. This process of "fungibility" calls for clear priorities for 

investment. OnlJ if industrial development obtains high priority will the 

provision of funds for industrial investment not be blurred. Third, apart 

from the "fungibilitJ" of investment funds, there exists the phenomenon of 

"shunting" into the sphere of current consumption. This can occur 

irrespective of whether financial flows are transmitted to government or a 
l/ 

private company.- T~e inflow of foreign capital may induce the governments 

of developing countries to reduce domestic savings and domestic investment 

efforts, planned before the availability of foreign capital. For all these 

reasons, assessment of the benefits of fore5gn finance for investment purposes 

is not easy. One should take into account the intersectoral linkages, the 

development priorities of the recipient country and the financial requirements 

for investment. 

Apart from the possible substitution between domestic and foreign 

investment, it is essential to focus on substitution possibilities between the 

different flows of foreign capital, and to relate this to the typical problems 

of SSA. The terms of foreign finance for industry are different depending on 

the form of finance, the negotiation position of the donor and recipient 

country and the mark~t conditions of the 1DOment. 

11 An interesting article on the question of vhJ so many aid flows to 
investment in LOC:s did not generate more investment growth can be found 
in: H. Sperber, "The efficiency reducing effects of ODA", Intereconomics, 
Karch/April 1983, pp.84--89. "Shunting" is identified as a crucial 
explanation. 
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TraditionallJ, foreign finance fer the aanufacturiog industrJ in 

dewelopiog countries was in the fora of direct private investaent. The 

ad~antage of equitJ is that it is better suited to the conditions of the 

aanufacturing firas in developing countries, since variations in profits aake 

fized repaJ'llleDts difficult. Bovever, foreign equitJ finance bas becom~ less 

acceptable to aanJ developing countries when toreign ownership of domestic 

assets is regarded as incOll()atible with politi~al independence. Private 

foreign investment requires also equitJ service in foreign ezchange which 

aight be difficult when the host count~J faces b:llance of payments 

constraints.11 Moreover, private foreign invesment is clearlJ concentrated 

on the larger and aore rapidlJ growing economies in the developing countries. 

In SSA onlJ seven countries were able to attract a net flow of aore than 

$200 aillion between 1978 ang 1983, i.e. Cameroon, Cabon, Liberia, Nigeria, 

Angola, Zambia and Zimbabwe. Liberia and Nigeria even attracted more than 

Sl billion. ParadozicallJ, it was found that these richer developing 

countries have more strict regulations and control on foreign investment than 

many of the lover income countries of the region. These adopted more liberal 

policies to attract foreign investors \very often following the 

recoDDendations of developed countries or multilateral organizations) only to 

witness the bulk of direct investment being further absorbed by richer 
. bb . 21 

ne1g our countries.-

Tbe largest flow of foreign capital to SSA between 1978 and 1983 was of 

official and officially supported ezpor~ credits. Ezport credits have the 

conside~able advantage over other tJpes of foreign loans of a fixed interest 

rate, currently around 10 per cent, vitt minor variations depending on the 

credit worthiness of the recipient country and excluding the additional 

insurance cost. Since market interest rates have been very high between 1978 

and 1983, one should not be surprised that the amount of export credits was 

considerable in this period. However, the disadvantage of export credits is 

that the borrower bas to buy particular goods in the country offering the 

l/ This and many other arguments on the difference in the fot"llUI of finance 
can be tound in: UNIDO/IS.617, "Types of finance for industry", Sectoral 
Working Paper Series No.13, 1983. 

ll Quoted trom: UNIDO/ID/8.295/Add.2, "Monitoring progress made in 
accele~ating industrialization in the developing countries, Third Survey 
1~81-1982", 1983, p.77. 
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credit, and sometimes without choice of supplier fira. Nuaerous •xaaples 

exist of developing countries vhic~ have bought, because of the credit offer, 

:apital goods which vere either more expensive than the available alterna~ive, 

inappropriate to the technical specification, or requiring abnormallJ high 

expenses for spare parts, replacement and expansion equipment in the future. 

Another disadvantage is the bias introduced by this form of finance for 

capital-intensive production methods, as export credits are only available for 

capital goods. It is vital, therefore, for tbe borrower to decide first what 

tJpe of production method is best suited for the local conditions, lo seek the 

cheapest suitable equipment, and then to negotiate the best method to finance 

it, since the market for many capital goods is currently in favour of the 

buyer. Looking at detailed figures for SSA, the LDCs, except for Benin and 

Tanzania, did not receive a considerable flow of net export credits between 

1978 and 1983. Nigeria received more than $3 billion, the bulk of the total, 

while most other middle-income countries were able to finance a large part of 

their investment (including industrial investment) with e%~ort credits. 

Another important flow of external finance, if less important than in 

other developing continents, is of syndicated eurocredits and other inter

national middle term bank lending. The major advantages , · these flows are 

that the money is more rapidly available, with fewer administrative 

constraints, freely disposable and available in a wide range of currencies. 

For instance, Ivory Coast was the first country to obtain a eurocredit 

denominated in SDRs in 1981. However, the cost is variable and expensive 

(LIBOR plus spread rlus charges}, the maturity period is shorter, and the 

access to eurocredits depends on the creditworthiness of the borrowing country 

or company. Indeed, international bank lending in SSA is limited to a small 

number of countries. Betw~en 1978 and 1983 only four countries received more 

than $200 million: Cameroon, Ivory Coast, ~iberia and Nigeria. 

Multilateral loans by the World Bank and the African Development Bank, 

which form the majority of the other non-concessional of!icial financial 

flows, accounted for a large part of external finance to SSA, especially in 

1983. The loans are very attractive because the interest rate is lower than 

for market loans, the maturity period is longer and the finance is not 

restricted to equipment and sometimes L~t to a single project. The 

disadv•ntages concentrate on the lengthJ delay in agreeing to the terms of the 

loan, the related policy measures sometiQes imposed by the multilateral bank 
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and the high cost of payments in the early years of production. Kan1 

countries. including 1oae LDCs. have received • substantial amount. The large 

absorbers of private capital. but also Congo. lenya. Kadagascar. Kalawi. 

Mozambique. Niger. Senegal. Sudan. Swaziland, Tanzania. Togo and Uganda, have 

obtained a considerable net flow of other official non-concessional money. 

For the development of an industrial sector. these loans have been essential 

in many of the cited countries. 

Although concessional aid bas not been used to a large degree for the 

financing of the manufacturing industry, its importance for the development of 

the iadustry in many poorer countries in SSA has been vital. The major 

advantage of ODA is the softness of the financial terms. Kost of ODA to SSA 

consists of pu~e grants which to some degree have benefitted the manufacturing 

sector. especially in terms of training the necessary manpower (vocational 

training). ODA loans have zero or very low interest rates, and the repayment 

period and grace period are very long. The eztensive use of bilateral aid for 

infrastructure and public utilities has also a major effect on manufacturing. 

8qt there are also disadvantages to a larger use of ODA in manufacturing. ODA 

loans are to a large eztent tied or partially tied, are mostly limited to the 

provision of expensive equipment which CP~not be sold under competitive 

conditions, are biased against small-scale and labour-intensive industries and 

can be subject to lengthy administrative delays. Financial gains from the 

softness of a loan may not offset additional costs. The recent concentration 

o! ~~e bilateral and multilateral donorF on LDCs in SSA, combined with the 

declining domestic resources of these countries and their restricted access to 

other flows of finance, has result4d in a high dependence of LDCs on ODA, 

including for their industrial development. Several DAC members, i.e. the 

Federal Republic of Germany, Sweden and the Netherlands, have recognized the 

importance of the manufacturing sector in SSA since 1980 and heve provided 

assistance to the industrial sectors of several LDCs and lower income 

countries, such as Tanzania, Guinea Bissau, Mozambique and Mauritius. 

Least developed countries will continue to depend for a large eztent on 

ODA for the development of their manufacturing sector, unless new lending 

methods are especially designed for the needs of these countries. The same 

conclusion holds for the development of small-scale industry in the other 

developing countries of SSA which have perhaps more opportunities if a dynamic 

and appropriate development bank ezists. Lending to small business is 
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traditionallJ associated with high risk, costlJ administrative pr~cedures and 

auch inconvenience for small business. and aid donors aight here fill a gap in 

the financial market. 

In MaJ 1984 a DAC aeeting was held u~der the title "Co-operation for 

d . 1 1 . . . l/ . . In ustria Deve opment in Low-income Countries" - At this meeting the DAC 

•embers recognized that small and medium industrial development was essential 

for overall development in low--income countries, and that there was a need for 

development assistance in this field. Three aspects of co-operation were 

discussed: the policy framework and policy co-ordination. lessons of 

experience in aid activities in the field and means of increasing the 

contributions of t~e domestic and foreign private enterprise. The leading 

role of the World Bank and IMF in the provision of competent policy advice 

based on comprehensive country and sector studies was recognized bpt they were 

also to organize broad economic and industrial dialogues with developing 

countries and donors, which would facilitate aid co-ordination. In reviewing 

assistance programmes it was found that too many efforts were dedicated to 

vocational training. which will not in itself create jobs. Lack of investment 

as such is seldom the primary deterrent to progress, but the lack of an 

intermediation through a development bank or private credit facility can be a 

crucial problem. These intermediate institutions should be able to provide a 

spread in borrowing and lending rates or other subsidy to cover high costs and 

risks of loan administration and provision of technical services to small 

borrowers. Assistance focussed on marginal improvements of existing locally 

appropriate technologies, working directly with operational small enterprises, 

has proved to be more effective than high-cost technology centres. On the 

promotion of private enterprise it was held to be crucial that the domestic 

government could maintain positive real interest rates. Joint ventures are 

difficult in lov-income countries, and hence other forms of collaboration, 

such as technology licensing and service contracts need to be promoted more in 

the future. In financing industry in the ec~nomically distressed low-income 

countries, priority should be given to rehabilitation of existing and under

utilized enterprises with good prospects of productive operation and to the 

provision of working capital to such companies. 

!I The conclusions of the meeting are suanarized in: OECD, "Development 
Co-operation", 1984 Review, pp. 143-153. 
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Chapter • 

SOllE DONORS' POLICIES ON INDUSTRIAL BILATEIAL AID to SSA 

. . l/ 
•.l AD outline of act1v1t1-

Following the conclusion of the DAC aeeting on "co-operation for 

industrial dev~lopment in lov-incoae countries", it can be accepted that DAC 

aellbers recognize th~ need to increase and diversifJ the productive capacities 

of the aanuf acturing in low-incoae countries and in SSA, the main regional 

focus of low-incOllK: countries. However, theJ also are aware of the aanJ 

ingredients and impediaents to the industrialization process of these 

countries. In the past, experiences of industrial co-operation in the 

low-income countries were not always positive. KoreoveL, in countries where 

several donors were active in industry, problems of aid co-ordination were 

acute. 

The Federal Republic of Germany, through its Agency for technical 

Co-operation (GTZ) has offered technical and business aanagement advisory 

services for industrial development in many African countries. In addition, 

long-tenn advisory services in industrial planning activities and progrl.Jlllle 

preparation have been provided to several countries, e.g. Niger, Senegal, 

Rwanda, Burundi and Somalia. Industrial vocational training and appropriate 

technology dissemination bas been organized by the German GTZ in many of those 

African countries, Together with the German Development Finance Institute 

(KfW) and the German Finance Company for Investment <DEG>, the GTZ has been 

providing financial and technical assistance to the newlJ formed development 

banks in Africa. 

the Swedish SIDA and SWEDFUND have also been very active in the 

industrial development of several African countries. For instance, in 

Tanzania a Sister Industrial Scheme was financed, at the cost of Sl5 billion, 

to facilitate contacts between Swedish and local firms in the area of 

technology transfer. Considerable assistance was provided to the 

aanufacturing sectors in Guinea-Bissau and Mozambique. Sweden also 

11 Kost examples are taken from: OECD-DAC, "Co-operation for Industrial 
Development in Low-income Countries", Note by the Secretariat, April 1984. 
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co-financed the lenJa Industrial Estates together with the Federal Re~ublic of 

Cera&DJ, •orwaJ and flenaark. SWEDFUND bas been verJ actiye in tbe promotion 

of co-operation between saall and mediua-sized firas in Africa and Sweden. 

France bas bad a traditional interest in industrial co-operation vitb tbe 

French-speaking eountries of Africa, usuallJ following comaercial lines. 

Joint business ventures have been proaoted in ••DJ countries. In Cameroon. a 

successful project was develnped vitb IDA to support saall and medium-scaled 

enterprises through tbe Cameroon Development Bank. Japanese assistance to 

industrJ in SSA has ccncentrated on training progr....aes or tbe establisbJlent 

of training institutes. For e% .. ple, Japanese aid was used in len1a to create 

tbe len1atta Agriculture and Industry UniversitJ. Tbe United States agencJ 

USAID also bad been active in private industrial development. It bas set up 

tbe African Enterprise Progr....ae to assi~t saall business in the Entente 

Council, •ade up of Benin, IvorJ Coast, Niger, Togo and Burkina Faso. USAID 

tbrougb its Bureau for Private Enterprise bas developed nev initiatives, e.g. 

a portfolio bureau. to iaprove private sector co-operation. In lenJa USAID 

bas started a project to develop agro-business. 

Support for industrial development in SSA bas also been growing in 

aultilat~ral development financing insitutions. The African Development Bank 

<ADB> bad up to the end of 1982 provided nearly $600 million or 15 per cent of 

its total lending volume to the industrial se~tor in Africa. For the perioG 

1982-1986 Sl billion has been earmarked for industrial investment projects, 

including a significant protion for small industry development. Loans vere 

also directed in the past to the rehabilitation and modernization of ezisitng 

enterprises rather than the creation of nev ones. The World Bank CIBRD and 

IDA) bas also been concerned vitb tbe industrial sector in tbe countries vhere 

a Structural Adjustment Loan bas been provided, (e.g. Ivory Coast, Seneial, 

Mauritius and lenya>. In these countries reform of the industrial policy has 

been the central focus. In Zimbabwe, the d~velopment of industrial e%port£ 

has been given specific support. Other operations in the industrial sector 

have continued to emphasize institution-building and to focus on the financing 

of saall and 11ediW11-size enterprises, co-ordinated in part by the World Bank 

Steering Croup on Small-Scale Enterprises Development. In view of the 

deteriorating overall economic situation in almost all countries the financing 

of new industrial projects has received a lover priority than providing 

financial support for existing progrannes. The International Finance 
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Corporation (IFC) bas pr0110ted tbe growth of priYate investaent in SSA bJ 

providing financial. technical and aanagerial assistance. IFC's operations in 

SSA fora a little over 10 per cent of IFC net comaitaents ($46 aillion in 

1983). The proportion in the nuaber of investaents is almost double. and tbe 

investaents of IFC in SSA are concentrated on ,.all enterprises. The present 

environaent in SSA is generallJ qualified bJ IFC as non-conducive to tbe 

operation of private enterprise and for new investments in particular. 

The EEC bas also attached iaportance to industrial co-operation in SSA, 

vitb special emphasis on .. all and .. diua-sized fias. AlreadJ under Lo.e I 

various forms of co-operation were included, such as the development of 

infrastructure, contributions to new aanufacturing industries which process 

local raw aaterials and industrial training schemes. The financinr of 

productive investaent projects was the responsibilitJ of the E~ropl!an 

Investment Rank (EIB), vitb soae risk capital also provided bJ the European 

Development Fund. In addition, the Centre for Industrial Development (CID) 

was set up to assist the ACP countries in the proaotion of viable industrial 

projects. Under Lome II (and Lome III also>, the initial support prograiaae 

was strengthened and further developed. The CID was reoriented towards 

technical assistance in feasibililJ and adaptation studies, relocation of used 

industrial plants, assistance in joint venture operations and identification 

of sources of finance. IIB increased also its industrial co-operation with 

ACP countries. Some 30 per cent of its total lending was channelled to 

financial intermediaries and destined for loans to small and .. dium-scaled 

industrial projects in SSA. 

4.2 The concern for the domestic economy 

Bilateral aid allocations can sometimes be aade largely or solely in 

support of donors' perceived foreign economic and political interests. BJ 

contrast aid flows from aultilateral sources are ~llocated essentially to 

compensate for shortfalls in recipient country's resources. During the 1970s, 

there bas been a substantial shift away froa donor interest aid towards 

recipient need aid, which ~esulted from a shift towards multilateral aid. 

However aore recently shifts in aid motivation have apparently reversed. Some 

•ajor donors have been using bilateral aid as an instrwaent of foreign policy, 

and in addition real cuts in contributions from DAC aembers to multilateral 



aid agencies baYe occurred. The stagnatioc ia UllDP iunding and the 

difficulties about the replenisbaent of IDA can be cited as the .est striking 

exaaples of the latter trend. Unless these more recent trends are reversed, 

the relative balance of aid motivation will shift further ava1 froa recipient 
. . l/ 

need ccns1derat1ons.-

Since the beginning of the global recession in the 1980s donors have been 

aore concerned vith tbe possible positive effects of aid on the domestic 

econoaJ. Io particular. the eaploJaent argument of aid bas been used more in 

the recent past. t:.pirical studies of the effects of ODA on the domesti~ 

emploJ1Dent for the Federal Republic of Germany and the United lingdom have 

proved that, at least in these tvo countries. everJ unit of 110ney spent on 

development aid returns back to the domestic econosJ in full, directly or 
. 2/ 

indirectlJ, and creates Jobs.- The temptation to increase the flowback has 

always been tb~re, but reeentlJ some donors have defended tied aid as a aeans 

to increase business opportunities, and it has been suggested that other 

donors are testing the ground for aore tied aid. Io the small countries, 

pressure groups call for a cOllllercial-linked aid, because the flov of aid 

money back to industry in these donor countries is less than what is given 

out. On the other hand, larger donors may tend in any case to receive back 

more than bas been given out, and therefore have no reason to support 

increased tying. The experiment of UNDP, started in 1982, to open three 

special funds for tied aid, bas brought this issue to the fore. 

It must be clear that industrial co-operation is very sensitive for the 

donors' domestic interests. One should also not be surprised either that aid 

and trade become more and more connected. The recent upswing of associated 

aid, discussed in Chapter 3, can be recalled in this context. There is a need 

for guidelines and agreed procedures, not only concerning non-concessional aid 

!I T~ese were the most important conclusions of: A. Kaizels, M.l. lissanke, 
"Motivation fer Aid to Developing Countries", World Development. Vol. 12, 
No. 9, 1984, pp.879-900. 

ll D. Schumacher, "Development Aid and Employment in the FIG", in: 
Intereconomics, Kay/June 1981, pp.122-125; l.S. Kay, l.C. Robson, "The Ul 
Development Aid Prograaae and the Dutch Domestic Economy", in 
Iptereconomics, January/February 1982, pp.20-25. 
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flows bat also on ODA loans. in order to avoid a further competition in aid. 

The call for aid co-~rdin•tion and information ezchange, especiallJ in what 

concerns SSA. aaf also help to reverse the undesirable trend. 

Siailarlf, the trend in aan1 donor countries to increase industrial aid 

programnes aust also be seen i~ the light of growing pressure from the 

doaestic industries for aore c01111ercial OPP'»rtunities. It seeas that such a 

phenoaenon is taking place in aost donor countries at the saae tiae. It even 

occurs in the Wetherlands. traditionally the aost vociferous opponent of tied 

aid. even though it is one which has a low return froa ODA spending. 

4.3 The Wetberlands ez .. ple 

To conclude this surve1. soae reference can be aade to the Wetherlands 

inventorJ of industrial projects between 1976 and 1983.
11 

which covers all 

projects of thirteen "concentration" countries, of which five belong to SSA. 

financed bJ the •etherlands official bilateral aid. as well as aid flows bJ 

the Dutch development financial co-operation (Fl!O). two-thirds of official 

bialteral aid was directed to these 13 countries. Of these flows only 11.4 

per cent or FL 787 aillion was directed to the aanufacturing sector. The five 

countries of SSA received 48 per cent of these flows although they received 

only 28 per cent of total official bilateral aid to the 13 concentration 

countries. In other words industry obtained a higher than average preference 

in the five countries of SSA <Burkina Faso, tenya, St!~an, Zambia, and 

Tanzania, with the last one as the aost important recipient of industrial 

aid). Including also the grants and loans of F!IO to the countries of SSA, 

total flows have maintained an average of around FL 50 million between 1976 

and 1982 with an ezceptional decrease to FL 13 million in 1983. 

In 1984 the Netherlands bilateral development co-operation policy vas 
. 21 changed quite drastically.- Less emphasis will be placed on creating new 

welfare services and more on increasing productive capacity, in order to 

generate income and job opportunities in the poorer developing countries. A 

more businesslike approach to development activities may help to safeguard 

the economic survival of these countries. Projects and ezisting instruments 

11 lnventarisatie industriile ontviktelingsprojecten, 1976-1983, Memorandum, 
Directoraat-Generaal Ontvikkelingssamenwerking, Kinisterie van 
Buitenlandse Zaken, 1984. 

ll lnformatie Ontwiktelingssamenverking, Voorlichtingsdienst ontvikkelings
samenverking, Ministerie van Buitenlandse Zaken, Nederland, Kay 1984. 
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vill be 1treaal.ined in a aulti-Jear plau based on two programmes: rural 

development and indust~ial development (each incorporating the necessarJ 

infrastructure). Aid vill also be liaited to ten target countries or regions. 

of which three belong to SSA. two regions in SSA (the Sabel and Southern 

Africa), and Central America. In these prograaaes the knowhow and experience 

of •etherlands industrJ will be applied. Kore collaboration bas also been 

sought with the World Bank. In 1984 a aission of the Kinistry of Foreign 

Affairs and private enterprises to Washington agreed to channel $200 aillion, 

in projects identified by the World Bank. In addition, a special support for 

the SSA progr...e of the Bank was approved. The proposed Retherlands 

contribution to the S;tecial Facility for Sub-Saharan Africa was given as FL 

350 aillion (equivalent to $97.5 aillion) in Bay 1985, aaking the •etberlands 

the third largest individual country contributor •nd amounting to 13 per cent 

of the total. 



Chapter 5 

FUTURE STRATEGIES AHD THE ROLE OF ODA 

The special session of the United Nations General Assembly in 1986, held 

to discuss the critical economic situation in Africa, adopted the United 

Mations Progr&Jlllle of Action for African Economic Recovery and Development 
l/ 

1986-1990.- It is noteworthy for a number of reasons. It represents a joint 

conaitment by the international COllllunity, both the African countries and the 

rest of the world. Some contentious issues, s~ch as the role of the private 

sector, the neglect of agriculture, and the quality of public administration 

in African countries, have been incorporated in the Programme of Action as 

part of an overall reappraisal of the strategies followed in the past. Without 

in any way abandoning their collective strategies of industrialization as 

embodied in the Lagos Plan of Action and the Industrial Development Decade for 

Africa, the African countries have agreed with others on new efforts to 

achieve the~. 

Industry's role is to be supportive but crucial: agriculture's growth 

will be fostered by mechanization, increased use of fertilizers, expanded 

storage capacity and improved irrigation. Agro-related industries are to be 

rehabilitated and developed, through the production of tool~ and equipment 

(including for irrigation), raw materials processing, renewable energy 

development, the eGtablishment of engineering capacities and the provision of 

training. Essential consumption products are also to be developed. 

National economic policies will include improvement of financial 

management, including debt and development aid, and it is also stated that 

"the positive role of the private sector is also to be encouraged through 

well-defined and consistent policies."l/ 

From the donor side, there are a number of co11111itments also. They are 

suanarized as improvements in the quality and modality of aid, improvement in 

the e1ternal environment (world economy, international trade, coanodities) and 

!I A/iES/S-13/2, Anne1. 

£1 Ibid, p~ra 11.1.e(i), page 10. 
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•upport for Africa's policJ refora. Iaproving aid is to include greatP

e.phasis on prograane sup?ort. the evolution of procurement policies, •rsddier 

disbursement, increased concessionalitJ, use of local capabilities, greater 

co-ordination and effective~ess, and consideration of recurrent costs. In 

support of policy reform. the donors agree to placing greater emphasis on 

non-project aid (including balance-of-payments support), and to more support 

froa the multilateral institutions, including the IDA, the IBF Structural 

Adjustment Facility, and the African Development Fund. Support for 

anti-drought and desertification aeasures is also pledged. A recognition of 

the totality of tbe resource flow issue is r.ade in the cOlllllitment to: 

"Strive to ensure that no individual bilateral donor •.. becomes a net 
recipient of official capital flows from African countries that undertake 
adjustment programmes."!' 

The special session represented the culmination of a process of policy 

appraisal which had been under way for some time. An assessment of progress 

in economic development bad been made by African countries as follows: 

"Twenty five years after independence, in spite of all the efforts made, 
the basic economic structures of African countries have not fundamentally 
changed."l' 

The causes of the lack of industrial progress cited included poor 

agricultural performance; faulty conception, design, construction and 

management; inappropriate choice of technology and equipment; absence 

offorward and backward linkages; lack of skilled manpower; limited local and 

external markets; relatively high energy costs; unserviceable and poGrly 

maintained equipment and machines; shortage of foreign exchange and consequent 

difficulties in importing inputs and spare parts.~1 

!I Ibid, para 17cCvi), page 18. 

£! OAU, "Africa's Submission to the Special Session of the General Assembly 

on the Critical Economic Situation in Africa", United Nations, 

A/AC.22912, 23 April 1986, p.7. 

it Ibid, p. 56. 
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The criticis• of past policies vent further. On the African sid•t it 

included citing such contributorr factors as •inadequacr and/or aisdirection 

of human and financial resources. inappropriate economic strategies and 

policies. poor economic aanageaent, instit~tional and physical infrastructural 

inadequacier, .•• •.!' External factors cited included the decline in ODA in 

real tel'11lS. as well as recession. falling co111DOditJ prices. adverse terms of 

trade, prot~ctionis•t high inter2st rates and external indebtedness. The 

doaestic policJ measures to deal with the crisis included improved management 

of the economy. and here pa~ticular mention was made, inter alia, of 

improvement of public aanagement systemst institutions and practices; 

improvement of the performance of public enterprises; control of public 

expenditure with a view to promoting the efficient use of public resources and 

cutting on wastage and resource aisallocation. and the encouragement of the 

private sector. 

As well as improved economic management, the OAU measures proposed many 

areas of action. including trade and finance. agriculture and national 

emergency preparedness, measures against drought and desertification, human 

resourcest strengthening institutions. and consolidating African co-operation. 

The reappraisal of past efforts by African countries was thus the 

beginning cf a consensus on the way forward in policy terms and to a certain 

extent on the role of industrialization in African development. The 

characterization of the role of the public sector as excessive and ineffective 

was very much along the lines of what some developed countries and some 

international o~ganizations had been saying for a number of years. ln 

addition. a neglect of agriculture in the past and an inordinate attention to 

misguided industrialization strategies were becoming shared perceptions. The 

role of the private sector (both foreign and domestic) in contributing to 

economic growth was to form a new emphasis. Industrialization was in the 

future to be directed towards support of agriculture and towards the earning 

of foreign exchange. 

11 Ibid, p. 14. 
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The developin· consensus on tbe way forward for Africa is striking for a 

nuaber of reasons. FirstlJ. it aarks on the part of African countries. • 

painful process of re-thinti~g vithin vbich aanJ of the ezpectations of the 

last tventJ Jears have bad to be abandoned. SecondlJ. even though i1111ediate 

probleas ezist of hunger and of social collapse. the solutions being sought 

are long-term-ones. ThirdlJ. and most significantlJ. the etfect has been to 

integrate subjects that were originally separate. These include agricultural 

policJ. food securitJ. industrialization, direct foreign investment. and 

bilateral and multilateral official development assistance. All these once 

distinct topics are now being merged. This can be seen in the following 

elements: the policy dialogue between donors and recipients. the constantly 

urged co-ordination among donors. the conditionality of assistance from many 

of the special funds now set up upon the implementation of reforms and 

adjustment measures. the reduced role of state enterprises in the economy. and 

guaranteed conditions for private direct foreign investment, the need for 

increased export earnings to cover expected debt servicing, and the role of 

industry as an exporter and in support of agriculture and rural development. 

How far will convergence continue and lead to a coherent, implemented and 

successful strategy on the basis of the agreed conclusions of the Special 

Session? Two dangers persist. The first is that, even with wholehearted 

commitment on the part of the African governments, the policies pursued, 

however much they may be geared towards sustained success in the long term, 

may prove inadequate in the short term. In individual countries, new drought 

or other natural disasters could be enough to defeat the f inely-b~lanced 

calculations that underlie the present shift towards long-term strategies at 

the expense of short- and medium-term austerities. the second danger is that 

the African countries may receive inad~quate support, and that the 

encouragement given by developed countries to a reappraisal of previous 

policies may not be backed up by the uecessary level of resource transfers. 

Thi3 warning has been given by the World Bank,
11 

who point out that several 

countries have already altered their policies in response to external 

criticism and yet have not obtained the level of external assistance necessary 

to sustain these policies and to counteract tbe impact on prices, jobs, and 

public services. 

l/ "Financing Adjustment witb Growth in Sub-Saharan Africa, 1986-90", World 
Bank Report No. 6082. 



UncertaintJ also attaches to the specific policies for industrialization. 

A aove av•J from iaport substitution per •e. and from large and irrelevant 

prestige products is to be welcomed, but the course actuallJ followed for the 

future aust be coherent. Rural industrialization efforts, directed towards 

agricultural inputs, food storage and processing, and agricultural tools and 

iapleaents, have to be urgently pursued. But how are they to fit in with a 

concentration on increased export earnings? The potential difficulties arising 

froa this dichotomJ are many. The most important may be in the area of stills 

and skill development, where competition for resources between the 

agriculture-related and export-related industries are likely to occur, even if 

sufficient levels of capital for the pursuit of these twin objectives is 

available. 

With all these considerations. it is possible, in conclusion, to make 

some points about the desirable forms and emphases of ODA in the future. 

a) Co-ordination of assistanc~: In most African countries co-ordination 

among the bilateral and multilateral donors is carried out under the 

leadership of UNDP and the World Bank. Given the confusions that are bound to 

exist between philanthropic. political and collllercial objectives and the 

coDlpetition between donors and agencies, the need for such co-ordination is 

usually seen as essential. African countries need assistance quickly and 

moreover it bas to be of a kind that meets identified needs. There is scope 

for DlOre co-operation between international agencies, as well aJ for joint 

execution, with donors, NGOs and recipient governments. Co-operation with 

private enterprise, both foreign and domestic, is another possible area. 

b) Structural orientation: Given its limited volume, the use that is made 

of ODA is crucial. Old-style glamorous industriai projects may be a thing of 

the past, but an unstructured policy of small-scale and isolated rural-based 

projects may be just as bad, persisting as a drain on foreign exchange or 

expertise, and never attaining a critical mass tbat can generate an investible 

surplus and allow the development of training and research functions. It would 

be better to analyze the existing pattern of rural industrialization and 

identify niches wh~re products were needed, either tools, implements and 

equipment, or intermediate inputs, whose production once initiated could be 

sustained by a planned agricultural ei· on. Similarly, emerging food 

processing industries, which are thems~·· manufacturing activity, could be 

continuous customers for packaging and processing materials of va~ious kinds. 
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What is being suggested bere is an identification and targeting of k•J areas 

in vhicb new aanufacturing activity would expand linkages and help towards a 

more se~ure system. Ih~re are plenty of other opportunities in the lints with 

food storage, education, construction and health care. 

c) Imported inputs: Export orientation vill have to f~rm one part of 

Africa's industrialization strategy: the need for foreign exchange earnings 

will remain. Increased domestic processing of raw materials is one approach, 

but it doesn't help the very poorest countries who have limited natural 

resou~ces. Some of these have managed to build up some manufacturing capacity 

which is dependent on imported intermediate inputs: shortages have led to low 

capacity utilization. Export earnings could repay the cost of inputs, and some 

countries would therefore need a revolving fund, such as bas been successfully 

•pplied in Zimbabwe through a World Bank loan. Such a system can have the 

effect of ~cordoning off" the export-oriented industry from foreign exchange 

shortages, and thus protecting it from fatal shutdowns. 

d) New financial instruments: Recent years have seen in financial markets 

in developed countries a wide variety of instruments designed to meet 

particular requirements and opportunities (e.g. zero interest bonds, option 

markets, swaps, etc.). They are a·· ways of acconmodating finance to meet 

changes in interest rates, in cash flow, in the stock of capital and so on. 

Yet few of these instruments reach Africa, whose industry needs as much 

flexibility as it can get. Innovation bas been seen mainly in the setting up 

of new funds by the World Bank or the IMF. Bilateral ODA, another form of 

finance, bas seen innovation in the mixed credit system but the benefits of 

this to de~2loping countries are arguable. But ODA could be used in 

conjunction with commercial lending to create new forms of industrial finance 

that would have the flexibility required by industrial projects. Higher 

interest bonds rather than bank loans, or convertible bonds, currency swaps to 

meet changes in export market earnings, e1port earnings futures and options, 

together with stock options, are all means by which industrial finance might 

be mobilized, with the support and technical assistance of donor governments 

and merchant banks. 

e) Survival assistance for industry: Industrial capacity utilization in 

many parts of SSA is at a low level, due to depressed levels of general 

economjc activity but more particularly to the foreign eschange constraint. In 

such circumstances new equipment, spare parts and finally intermediate inputs 

are sacrificed. If foreign e1ch~nge shortages persist, tne industry closes 
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down. It should be recognized that this is usuallJ in effect an irreversible 

process. A resumption of foreign exchange availabilitJ will not solve the 

problem. Once the firm cloaes. the stills are dispersed. the plant is sold or 

scrapped, and the former customers are lost. It then becomes essential to 

safeguard the survival of existing industry, and ODA. as appropriate in 

packages of foreign exchange, facilities, spare parts and technical 

co-operation, is the only option. In individual cases ODA thus bas to "lean 

against the wind" of austerity to which the donors and the recipient country 

may have conmitted themselves in an agreed assistance. 

f) Refurbishment and reconstruction: While the very survival of industrial 

capacity bas to have the highest priority, there will be many other cases 

where the need is for repair and upgrading of existing capacity. Foreign 

exchange shortages will have stopped the replacement of outmoded machinery and 

will have caused equipment to deteriorate due to the lack of spare parts. In 

these cases the need is for a selective approach. assistance in refurbishment 

and reconstruction directed towards a new industrial structure in the light of 

changed requirements. These requirements may include a greater export 

concentration, a move towards more flexible production patterns, increased 

automation, energy efficiency and a more diversified product range. 

Concluding remarks 
l/ 

A recent econometric study of the determinants of foreign aid- raises 

interesting questions which may be relevant to the present discussion. The 

author finds that upward i ~luence on the supply of ODA appears in general to 

b2 due to only two factors, which are the levels of previous disbursements by 

the donor, and other countries' disbursements. This analysis was carried out 

for ODA as a whole, not for the manufacturing sector in SSA. But it is 

encouraging to the extent that it indicates that the attention given to 

Sub-Saharan Africa may have a cumulative effect on programmes in the future. 

However, the study also uses a "quality index" used for assessing the aid 

that has been given. This index includes the proportion of aid going to 

"rural development and the social infrastructure, rather t.han to industrial 

11 Mosley, P. "The Political Economy of Foreign Aid: A Model of the M~rtet 
for ::. Public Good". Economic Development and Cultural Change, Volume 33, 
No.2, January 1985, pp. 373-394. 

J 
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development. fundamental resea~ch, railva1s. urban housing, etc." To the 

extent that such a measure reflects public perception of developing countrJ 

needs this approach is correct, but, if true, it means that the case for ~DA 

to the manufacturing sector in Sub-Saharan Africa vill continue to need a 

restatement of the vays in vhich industrialization is linked to overall 

development and self-sustaining growth. 

In this context, the Conmission of the European Coanunities, in a reviev 

of Afr? ca' s crisis, pointed out that 

" the type of growth now required vould rapidly reach its limits 
without recourse to iLdustrialization. It is not possible for long-term 
development to be based purely on agriculture and on exports of raw 
materials for which the market prospects qre modest. Hence, 
industrialization targeted primarily to Africa's needl is ultimately a 
necessary stage in the develoP3lent process."!' 

!I EEC. COKC86) 179. 
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APPEND II 

S~lected indicators of performance, external shocks and 

availability of investaent resources in SSA. 

Share in total economic activitJ of aanufacturing value added 

for individual countries of SSA, 1973 and 1981. 

Ret disbursements of ODA from all sources combined to 

individual recipients of SSA. 

Total net receipts of ODA by developing countries from all 

sources by region and income groups. 

Ret disbursements of ODA to Sub-S~haran Afric& by donor; 1973, 

1979-1983. 

Total net disbursements from all sources co~bined to industrial 

recipients of SSA. 

Decomposition of total net disbursements of financial flows 

from all sources to SSA (1978-1983). 

External public debt and projected debt service burden in 

Sub-Saharan Africa . 
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Table A.l: Selected indicators of ptrforaance, ezternal shocks, 

and availability of investaent re1ource1 
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Table A.2: Share in total econoaic actiYitr of aanufacturing Yalue added 
for indiYidual countries of SSA, 1973 and 1981 

(at constant prices> 

Contr ltlut ton Share 
to Afr lean llVA of llVA In GDP 

Country or area 

Percentage 

1973 1911 1973 1911 

Africa 100.00 100.00 1.22 10.72 

Algeria 1.15 1.71 1.34 1.21 

Angola 2.19 0.53 6.94 3.99 

Benin 0.30 0.17 7.12 6.65 

IOts•ana 0.11 0.35 5.31 11.14 

lurlL Ina-Faso 0.72 0.62 13.13 13.16 

Burundi 0.33 0.31 10.13 11.54 

Cllltrccn 2.0I 2.24 10. 16 11.31 

tacie Verde 0.03 0.03 6.07 6.10 
Central African Republic 0.37 0.24 12.12 13.13 

Chad 0.43 0.11 11.51 7.53 

Canoros O.CM 0.02 7 .07 5.34 
Congo . 0.41 0.29 7 .14 7.13 

fVYDt 1'.42 17. 77 17 .IS 17 .31 

Eauatortal Guinea 0.04 0.01 5.49 5.21 

fthlODta 2.24 1.19 10. 73 10.74 

Gabon 0.63 1. 15 6.21 9.41 

Ga111bla 0.07 0.02 6.41 2.52 

Ghana 4.51 2 .. 12.15 14.09 

Guinea 0.33 0.25 4.37 3 76 

Guinea-Bissau 0.0i 0.01 1 37 1 53 

Ivory Coast 3.12 3.94 12 .97 15 59 

It en ya 2.64 2.76 11. 77 13.34 

LesothO 0 07 0 06 5 69 5 11 

Liberia 0 22 0.19 4 ~8 5 63 
Libyan Arab J11111~1r1ya 1.26 2.28 1. 21 3.52 

11acsagascar 1.53 0 91 11. 65 10 05 

llall•I 0 52 o.5• 12. 23 12 55 

Ill It 0.36 0 31 9 66 8 64 
llaur I tan I a 0.14 0 14 5.~ 6 29 

llaur tt tus 0.57 0.13 13.91 2t' 43 

Morocco 9.74 10. 74 16 19 17 .SI 

llozamot~e 3.~ 1. 19 9 15 7.35 
Na111lbll 0.56 0.53 6 43 6 65 
Niger 0.49 0.36 10 61 6 69 
Ntgt,.11 12 30 19.31 4.U I. 17 
Reunton 0.33 0.29 3 16 3.63 
Rwanda 0.12 0.47 3.97 13.45 
Senegal 1.64 1.15 13.37 13.75 
Sierra Leone 0.33 0.23 1 17 6 46 
Soma! ta 0 32 0 26 9 •• ' 67 
Sudan 5.11 2.40 15.30 7.13 
S•azl lanes 0.30 0.58 22. 19 23 86 
Togo 0.37 o.~ 1 t 23 6.87 
Tunisia 2.IS 3.90 10. 24 13.3& 
Ugancsa I 12 0 S9 7 .37 4 29 
United Rtoubtlc or Tanzania 1.92 0 13 11.09 5.79 
Zalrt • 2.47 0.97 • 26 6 ,, 
ZllllDll 2 19 1.lt 11 57 ,, t3 

Zllllblbwe 5.12 5.21 25. 10 26 72 
-

Source: Africa in Figures, UIIDO/IS.517, 1985, pp.21-22. 
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Table A.3: 8et disburseaents of ODA froa all sources 
combined to iudi•idual receipients of SSA 
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table A.,: Total net receipts of OD~ by developing countries 
froa all sources by re~ion and inca.e &roaDs 
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of""'-cil: '1pu-Ncw Guinea ........ u I 3 !.7 0.1 O.J ll 11.2 14.I 120 --0.1 
TOTAL .................... 100.0 100.0 100.0 100.0 l.U 6.1 1.l 1.0 1.50 l.I 

11,,,.;~ 

I. LAua-~ Coi:acna . . . . . . .. %1.0 ll.9 19.7 u 6.J " 9.7 10.l llO 1.4 
2. U.·fllClllN CovilU'lll . . . . . . . . . . 61.0 60.5 59.1 ·1,_2 IS.J I.I 2.4 2.l 310 l.9 -

• ~ r- CMC--. .... _ - Ml ••II-~-°"'- .............. CWIA • - .._.,. - " - •-ODA '"''"'" .. .._ ____ ... ·--...... -..~·-Ci"''.·-~-- .... ,, C:-'-W._,,_ 
• c:-~.,---'-1..-"'-·~-- ........... o... 

Source: O!CD, DeveloP119nt Co-operation, 1984 Review, pp.74-7S. 
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Table A.5: Met disb~~sements of ODA to Sub-Saharan Africa b1 donor, 
1973, 1979-1983 

la $ alll~ons at 1912 prices 
..S &dw\ae lates 

la hrcenu1es of Donor Prosr-ames 

.!!!! !!!! !!!! .!!!!. !!!! 1913 !!!! !!!! 1910 1911 ~ 
DIC lilateral(l) 

Australia ' 17 21 l6 51 so 0.7 l.1 &.5 6.9 9.7 
Austria 1 10 I 11 l& I 19.l 19.6 6.6 1.6 9.0 
lel1i• 195 20I 206 202 196 117 69.5 64.I 66.5 67.l 7l.1 
Canada 170 us 202 U& 259 21S 19.5 '°·' 19.• 17.7 l9.6 
Demart S& 19 100 17 112 116 5'.2 &7. 7 Sl.7 52.2 51.5 
fialand ll 21 l2 l6 u 56 &6.5 75.t 62.5 57.6 61.l 
fnnce 115 919 1164 1415 ll5l 11'0 "·o '3.& &&.9 &9.7 &7.Z 
ee,_..,, Fed. l.ep., 237 570 521 61& 656 6&2 19.I 32.6 30.7 lO.I l2.Z 
Italy &l 11 l6 IS 151 221 19.l 15J.1(2) 16.5 60.1 59.1 
Japma l6 196 ZZl 196 276 zn Z.l 10.9 12.0 9.9 12.1 
•t11erlands 72 236 l07 )OI 297 267 17.t ll.l ll.7 l0.5 12.1 
1lew %ealand l l 1 0.9 Z.l l.l 2.9 0.5 
~loN&Y " ll2 121 12& 151 166 5&.1 50.l 51.& 57.7 56.S 
Melen 105 2&9 219 226 250 251 50. l &9.1 so.o 55.0 51.3 
Swiuerland 27 ll .. •9 60 7' '3.9 ll.6 19.7 •1.2 CC,7 
United unaa 261 '17 coo llO l'3 307 l0.7 3'.9 '°·l l6.6 &&.2 
Olli ted States 252 .... 67& 721 630 715 6.5 11.• 16.l !1.9 15.5 

Total Zlll 1907 &lOO '796 ·ca52 "" 20.5 21.Z 30. 7 31.0 lO.l 

1'1ltilatenl !aencies 

I1RD (Third Wlnaow I '° l6 21 u I l6.S 36.6 26.0 20.C 
m 20• l7l lWI SOI 666 601 17.S 21.2 27.2 27.l 21.2 
Afr. Dev. f\ftS 57 90 19 109 l&& 100.0 100.0 100.0 91.l 
B>f 199 610 56& 717 SIS 552 66.I 6l.S 6l.• 57.l 59.• 
~Trust Fund 307 :S66 • 0.1 Zl.7 0.9 
\NJP l" 1&7 112 277 2&0 191 3'.l ll.• lS.7 &l.6 '1.2 
Utlf,\ 20 zz I JI) ll Cl 10.6 31.~ ll.9 l•.l ll.1 
llCICEF 16 &7 5l 60 60 71 20.9 22.1 ll.l 29.S lO.l 
m 76 1'1 165 197 180 22& 22.Z 26.2 ll.Z l~.z lO.l 
\!111 n 61 150 1&1 uo lll 90.1 lO.O ll.O 31.7 l6.6 
OOPA 17 17 11 20 17.1 20.7 21.0 
Other \IC 17 so 60 ll 61 6l 26. 7 &&.O CS.7 50.1 •l.1 
If AD 1 ' ll 2l Cl '1.7 9.0 21.5 25.c 

Toul (1) 907 1927 2091 217' 2105 2101 27 .. 5 36.& lZ.l ll.5 3'.l 

OP!C:Arab-Financecl 
A&caci.es co 611 760 1VT l&l as• 1.0 9.5 9.0 9.0 17.1 

QNCD 1'JTAL 3215 6521 ~151 7671 7199 7157 17. 7 24.7 zc.7 25.7 21.1 

l. Escludes IS'&lloated f\ft19, l.e., not allocated by 1nd1Yidual r.cipient 'cuntry. 
1. a.fl.cu 111111tive ~ts to ocber reaions (i.e., net outflows) 

Mote: Dashes (··) iftlUate Wt the UIMlt is 0 or less than 1. 

!!!! 

9.7 
6.9 

. 61.S 
l6.5 
56.0 
6'.7 
'7 .l 
ll.9 
61.l 
12.• 
ll.2 
O.• 

S6.7 
56.0 
'6.l 
CO.I 
15.1 

30.l 

11.0 
25.9 
92.6 
51.2 

19.6 
lS.6 
lO.O 
lS.6 
'1. ~ 
2l.2 
51.• 
ll.6 

ll.l 

11.• 

!1.9 

Source: OECD, Review of trends in external resource flovs to SSA, 1985, p.6. 
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Table A.6: Total net disburseaents from all sources combined 
to individual recipients of SSA 
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Table A.7: Decomposition of total net disbursements of financial 
flows from all sources to SSA (1978-1983) 

(in million dollars) 
1978_ 1979_ 1980 1981 1982 1983 

ODA by DAC countries 3315.4 4198.3 5011.2 5102.7 5097.9 4966.3 

ODA by aultilateral agencies 1701. 3 1970.8 2409.2 2397.8 2278.9 2255.8 

ODA by OPEC countries 469.l 564.4 657.1 554.9 670.2 695.3 

ODA from all above 5485.8 6733.5 8077. 5 8055.4 8046.1 7917.3 

Other official flows 752.4 686.9 1305.3 1162.0 1134 .3 1478.9 

Kzport credits 1055.6 1593.7 1661.6 1285.7 1499. 1 1186. 7 

Direct investment 498.5 391.4 871.5 1579.0 1944.2 359.9 

Portfolio investment 621.3 696.7 1327.2 1558.2 1887.8 569.5 

Non-ODA from all sources~ 3286.l 3478.3 5316.0 5683.2 6733.4 3607.6 

Total financial flows 8771.9 10211.8 13393.5 13738.6 14799. 5 11524.6 

Source: OECD, Geographical Distribution of financial flows to developing, countries, 1980/1983, 
1984i and author's calculations. 

* The data for the four different non-conce11\onal flows do not add up to the total 
non-ODA flow from all sources because the subtotals were constructed by adding the 35 
major recipients of SSA and dividing equally the non-allocated flow over direct 
investment and portfolio investment. It is generally accepted that export credits and 
other official flows are geographically allocable. Through thia method 97 to 991. of 
non-concessional financial flows to SSA were identified. 
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Table A.8: External public debt and 2rojected 
in Sub-Saharan Africa 

<in billion us dollars) 

1'11blrc •rul ,,..1i1te1!11(1d,.rrtml 
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Out!ottmdmg .-<rowth "''"' ''""" b d1slturstd tprrrmtl ( ptrcrrrtJ (r1·J1t 
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•· ~ SPF'\"ICP is• prrcpnt•gP of r•pons .X goods ind nontollCt\lr wrv..::rs 
b On r>Jshng drt-1 .1lonr. 
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Source: The World Bank, Toward Sustained Development in Sub-Saharan Africa, 
A Joint Progranme of Action, 1984, p.12. 




