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The Regional and Country Studies Branch ot UNIDO has initiated an 

analysis of the relationship between th~al Development 

Assistance (ODA) and the manufacturing s~ith regard to 

Africa. The present study is a first essay which tries to 

evaluate in broad terms the interactio~ between the critical 

development of the manufacturing sector in Africa and the 

concessional aid flows which ar~ received by the sount.ries of 

Sub-Saharan Africa (SSA). 9ecause it is a first outline, 

reference has been made to the current critical ec~nomic situation 

of the region and to the total external financial flows to 

Sub-Saharan Africa. 

Within the resource flows, the official development assistance 

represen~s one of the ::iajor inputs. How~ver, for t.~e manufacturing 

sector, the non-cancessjonal financial flows are much more i:nportant 

in the capital formation process. Only for the low-income countries, 

the access to non-concession~l capital,especially from privat~ 

origin, is very difficult, even for an export-oriented indust~. 

Therefore, ODA has a crucial role to play in the develo~nt of the 

manufacturing industry in the low-income countries. Up to now, 

good experience and appropriate instruments are lacking for such 

a development. Only recently, the number of donors acting ~n this 

field is increasing. 

As the study is built in the first place on published material, 

the tangible ques~ions about the relationship between ODJ.. and 

manufacturing are only raised in qualitative and quantitative 

terms, without the po"'s.ibility to answer them in detail or analyse 

concrete examples For tbat reason, the study ends in some suqgestior.s 

for further analy3is which could be developed in a late1 stage. 

In the preparation of the study, the author has discussed the global 

outline or part of the 9resented topics with ~arious persons. 

He wellcomed especially the suggestions or information ~iven by 

H. Muegge, E. Gahan and v. Richardson of UNIDO, by B. Van Arkadie 

and N. Dolman of the Institute of Social Studies and by F. Ballarin, 

T. Rose and A. Chapman of OECO. Many thanks also to H. Vandenputte 

for her excellent secrecar1 services. 
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l • THE OVERALL ECONOMIC PERFORMANCE IN SSA 

l . l . Sub-Saharan Africa an introduction 

In developinq Africa Sub-Saharan Africa (SSA) is the name commonly used 

for the area south of the Sahara. It excluaes the countries 

of the north above the tropic of cancer (Marocco, Algeria, Tunisia, 

Libya, Egypt and former Spanish Sahara) and the countries at the 

bottom of the continent (South Africa and non independent Namibia). 

The latter countries are even not officially considered as developing 

countries and therefore they are not taken into account in international 

studies and statistics which refer to Africa as part of ~le developing 

world. The countries of the North account for one third of t.'le 

African regional output and one fifth of total regional population 

excluding of course South Africa (1). The higher per capita income, 

of these countries, the development of their economies and the 

separate Cll.tural and geographical circumstances justify their 

separation in the context of development. SSA as a whole has at the moment a 

population of some 400 million people and an average per capita 

income of around US 1 500. 

1.2. Diversity and uniformity in SSA 

Sub-Saharan Africa is a region of great diversity. It includes 

45 young nations of which 26 belong to the group of least developed 

countries CLLDCs). One country dominates all data of the group, 

i.e. Nigeria which accounts for almost one quarter of the total 

population of the region and produces almost half of the regional 

output. In the region, there are countries rich in oil and mineral 

resources (2) and others which are almost entirely agricultural ; 

(1) Calculated from data published in The World Banlt; World 

Development Report, various years 

(2) Botswana, Gabon, Nigeria, Zambia and Zaire among others 
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countries of the tropical rainforest and those of the semiarid area. 

Most of them have a very small manuf acturinq sector while some have a 

considerable one ( 1) • On average the economies of SS.I\ are small in 

terms of market size, as a result of low per capita income and 

small but rapid by qrowing populations. They are S?ecialized economies, 

dependent on the export of few primary commodities. The vast majority 

of the population still lives outside the cities and works in a 

subsistence-oriented agriculture. Only a very small proportion of 

labour force is absorbed by the modern sector but it accounts for a 

rural exodus. There is a scarcity of trained manpower and entrepreneurs. 

The infrastructure and transport facilities are rudimentary and 

badly maintained. The public sector is generally overextended and 

politically fraqile. Geoqraphical difficulties and an unstable climate 

impose special hardships on their development. In short, the African 

economies are still in their first staqe of dewelopment and the weak 

and dependent economic structure is responsible for the high sensitivity 

for internal and external shocks. 

1.3. Economic growth in the 1960s and 1970s (2) 

ourinq the 1960s economic growth iri the different countries of 

SSA has been satisfactory. On average GDP increased by 3.9\ annual:ly 

resulting i11 a per capita output growth of 1.3\ annually. It should 

be noted that all countries sho~ed a positive growth and variance 

was rather low. The picture changed completely during the 1970s 

when economic growth declined t.o an annual average of 2.9\ and if 

one excludes oil-boomed Nigeria the average growth is only l. 6\. Taking 

into account the faster population qrowth, GNP per capit~ only 

increased at a rate of 0.8\. Excluding Nigeria the reqional ~"NP 

per capita even declined annually by 0.4\. Duri~q th~t decade the variance 

between the individual countries increased ·enormously with as 

(1) Especially Swaziland and Zimbabwe 

(2) Data taken from the Wor.ld Bank, Accelerated Development in 

SSA. An Agenda for. Action. 1981 
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extremes Angola showing a negative growth of 9.2, while Botswana could 

grow at an annual average of 13.5,. Slow economic development was also 

coupled by a sluqqish agricultural production in most countries, 

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

1' a year. Food aid increased s11bstantially to offset the loss of 

food production. Volume of agricultural exports dE:clined at an 

average speed of 3 .5, in the 1970s. Consequently the region's share 

of the world market decreased rapidly. 

The deterioration in agriculture was accompanied b~ ~ther internal and exte~'"Jlal 

factors which led to the widespread balance of payment 9roblems in the 1970s. 

Oil prices soared, the growth of world demand for primary commodities excluding 

energy slowed considerably, and for some countries the terms of trade 

worsened. At the same time exports vol111ne did not increase in the 

1970s. Although st.:.tistics are not complete nor reconcilable, for 

most countries a decline of the exports volume •as recorded. consequently 

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

drastically in the 1970s. According to the World Bank three factors 

basically explain the region's poor export performance : a policy bias 

against both agriculture and exports; rapid population growth, which 

by increasing consumption, has reduced the exportable surplus of crops 

and raised the proportion of land.us~ for domestic food consumption; 

and the unflexibility of African economies which has prevented their 

diversification into products with rapidly growing markets Cl). 

As a result of these factors current account deficits in the reqion 

as a whole rose from a modes ti!~ 1 t. 5 billion in 1970 to US f 8 billion 

in 1980. Outstanding external debt jumped from U.S $ 6 billion to U~ ~ 3 2 

billion between 1970 and 1979 and debt service increased from 6 to 12 

percent of export earnings in the same period. 

It should be stressed that at the end of the 1970s the economic 

crisis also affected former high-growth countries like Kongo, Malawi 

and Ivory Coast, making the overall picture for SSA even darker. 

1.4. Potentials for future growth 

As the othe~ developing continents did, Africa adopted a development 

policy of industrialization through import subAtitution. Many books 

' 

( 1 ) The Wo,r ld Bank , o • c • , p. 21 
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heve been written on the failure of this policy in individual countries 

or in Africa as a whole. The least that can be concluded for the two 

decades this policy ruled is that it generated enormous distortions in 

the local economies mainly to the disadvantage of the local food 

production. Many countries did not even succeed to substitute for most 

consumer goo'1s imports, while the expensive stage of import substitution 

of intermediate goods coul.d only ~e initiated in Nigeria, the single 

country with a larqe market and sufficient foreign exchange. 

At the end of the 1970s when Africa entered into its deepest crisis 

since independence, a general discussion was launched on the development 

strategy for the future. Starting point in this discussion was the fact 

that the continent's endownment of natural reso~·ces is overwhelming. 

Its exploration and e>~loitation has barely got under way and commercial 

investment has been very limi.ted up to now. It ;1as concluded that 

in agriculture, in energy, in other nonfuel minerals, as well as in 

the industrial sector, the economic potential of SSA is very sub~tantial. 

ThP.refore, the long-term future is promising. 

The lack of educated and tr<.'.ined manpower has been eased and the 

necessary industrial and infrastructural base has been elaborated. 

What is needed is a resourse-based economic growth which stresses the 

compu-ative advantages of the reqion. The other axis for ·future 

development shoul.d be a food self-reliance in the long term, which 

would mean a priority focus on food production as well as a limitation 

to population growth. Both objectives should be translated into an 

agriculture-oriented development strategy with the other sectors in a 

supporting role. The policy consequences of adopt~'lq this strategy are 

far-reaching for the African countries in particula~ as well as for 

the donor countries. Following these analyses, the Beads of State and 

Governments of the Organization of Africa.n Unity (OAU) formulated. in 

1980 the long-term objectives for African development in the Lagos 

Plan of Action (1). The plan was designed to restore the momentum 

of developl'\ent after the difficult 1970s. It is a plea for a strategy 

of collective self-reliance and seJf-sustainment which should be 

achieved by the year 2000. In it much room is left for collective 

actions which would encouraqe greater regional co-operation ar1<1 

, ( 1) OAU, The Lagos Plan cf Action fo·t the Implementation of the 

Monrovia Strategy for the Economic Development of Africa, 1980. 
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integration. Following the long-term objectives of the Lagos Plan the 

Regional Food Plan for Africa was endorsed, the Transport and 

Communications Decade for Africa and the Industrial Development Decade 

for Africa was declared and the Nairobi Program of Action for t:he 

development of new and renewable energy sources was suscribed. 

1.5. The critical economic situation in the 1980s 

Wher. the outlook for the Sub-Saharan region was grim at the end 

of the 1970s, developments since 1980 warrant an even greater degree of 

concern about the acute economic difficulties of the region. Following 

a new jump in real oil prices, the world economy entered a deep 

recession in 1980. The industrial countries tried to offset the higher 

oil bill by lowering their demand and by restri~ting import. As 

a result of this policy world trade stagnated and world prices of 

primary goods, including oil, fell drastically in the period 1981-1983. 

In real te.rms, commodity prices in 1982 were at their lowest in 40 years. 

Falling export prices and more limited access to the markets of 

industrial countries, unde.rmined attempts by African governments to 

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

income due to the deteriorisation in terms of trade was 1.2, of GDP for 

SSA (1). External current accounts went deeply int~ deficit estimated 

in total at $ 14 billion in 1982. To curb the 

growing deficits, the African economies had to reduce their imports, 

which caused in many countries severe shortages of imported raw 

materials,as well as intermediate and capital goods, working as a break 

on economic activity. 

However, while all developing countries suffered from the global economic 

recession, the decline of economic growth had dramatic proportions 

for African countries in the 1980s. For Sub-Saharan Africa as a 

whole GDP remained virtually unchanged (1981-1983). Knowing that 

population growth SPf:=eded up to over 3~, average per capita income in 

many African countries is now, in real terms, l~ss than it was 15 years 

(1) The World Bank, Towards Sustained Development in Sub-Saharian 

Africa. A Joint Program of Action, 1984, p. 11 and appendix table 4. 
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ago. Or in other wares, all the modest gains of the 1970s are lost. 

Social conditions have also deteriorated fastly. The numher of people 

living below the poverty line is now estimated at roughly 60\ and about 

SO\ of the labour force is unemployed or underemployed. Vulnerable 

groups, such as women, children and disabled are the victims of the 

economic decline. The critical financial situation of most African 

governments oblige them to cut on public services and concentrate on 

economic survival. 

The economic and social crisis in SSA was accompanied in many countries 

by political unstability. Africa now has about 2.5 million political 

refugees excluding people displaced within the borders of their own 

country. Next, natural disasters have occnred in the form of cyclones, 

floods but, more drastically, a long and severe droug!.t, of which t.~e effects 

are discussed in the following paragraph. Important to stress 

is that, while the world started to recover in l ~83 and 1984, in SSA 

the dramatic economic and social situation continued. Many African 

countries have no alternative but to turn to the international 

community in order '.:o receive more food aid and to request an extension 

of payment on their external debt. Consequently, an increasing number 

of countries have turned to the Paris club, the IMF and the World Bank 

for a rescheduling of their external debt, which often has to be accompanied 

by an adjustment programme iir.posed by the IMF. The immediate impact of 

these programs can be a further worsening of living conditions by 

reducing government expenditures and disposable income. 

l.6. The drought and its effects 

Currently,Africa is s~nce 1982 suffering the worst drought of this 

century. While the drought of the early 1970s was limited to a few 

countries of the Sahelian zone, it has now been affecting 34 countries 

(1), not only of the Sahelian zone but also coastal and other areas 

in eastern, central, western and southern Africa. The prolonged 

drought has led to serious food deficits which has further aggravated 

the already unfavourable food supply. After two relative good 

years, agricultural production started to decline in 1982. 

(1} The drouqht-,affected coun~ries are listed in the appendix, table 5. 

"\ 
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According to the Special Memorandum of the Secretary-,,;eneral on Africa's 

Economic and Social risis, "the food situation has deteriorated so 

drastically that in the 34 drought-striken countries, the imports of 

cereals has increased from about 4 million metric tons in 1970 to over 

23 million metric tons in 1982. To make matters worse, 24 of these 

countries are not only unable to produce enouqh food for their rapidly 

growing populations, but they also do not have sufficient resourc1 - to 

pay for food imports, and therefore have to depend, to a large extent, 

on emergency food aid. According to FAO figures, it is estimated that 

food aid requirements for 1983/1984 would be about 3_3 million tons, 

even after taking into account normal commercial imports. Tt.e acti.Ial 

food req-..ti.rement is in fact much larger than this if one takes into · 

account the fact that many of these countries are no longer in a 

position to meet normal commercial food imports. Cl)" 

The memorandum concludes en the drought and dese~ification topic 

as follows : "The drought-cum-desertification threat must, the~efore, 

be faced squarely by African Governments and peoples individually and 

equally importantly, collectively. In order to be able to face it 

successfully, we are convinced that we would require increased and 

sustained international support, not only on an emergency basis but 

also on medium- and long-term basis, and not only in terms of food and 

financial resources but also in te!'"'IDs of scientific and technological 

inputs. (2)" 

Faced with this emergency situation, the international community has 

started massive programs of food aid. However, implementing a l~ng-cerm 

strategy for collective food self-reliance will be more difficult. 

1.7. The measures been taken to overcome the present crisis 

Since the elaboration of the r.agos Plan of Action, the tone of inter­

national reports and prepositions for future development in Afrir.' 

has been less optimistic. The World Bank, in its annual world 

Cl) United Nations, Economic and Social Council, Special Memorandum 

on Africa's Economic and Social Crisis, June 1984, p. 5 

(2) United Nations, o.c., p.6 
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Development Report of 198'. under its most optimistic set of assumptions 

about the expansion of the world economy, for~casted virtually no 

growth in per capita income for the continent in the 1980~: under less 

favorable assumptions, a negative rate of growth of l\ per year is 

pr.ejected for the poorest countries of the region (1). 

In April 1981, the Conference of Ministers of the Economi= Commission 

for Africa CECA} disc11ssed t.'1e economic crisis in Africa and 

recommended a short-term programme for the immediate survival of the 

c~ntinent. Measures were propo~ed tc 5olve the problems arising from 

the energy and food crisis, the burden of external debt 

and the increasing balance of payment difficulties (2). 

Also in 1981, the World Bank pubiished a special report on Sub-Saharan 

Africa ~n view of the severity of the economic problems facing many 

of the countries of the region. The report accepts the long-term 

objectives of the Lagos Plan of Action but calls for changes in 

economic policy to overco~e lo~g-ter.'\ growth. Three major policy actions 

are central : more suitable trade a..~d exchange-rate policies; 

increased efficiency of resources use in the public sector; and 

improvement in agricultural policies. Fa::: the World Bank t~a mere 

efficient use of the scarce resources - human and capital, managerial 

and technical, dom~stic and foreign - is essential for improving 

economic co~citions. 'More effic:tenc•means more rel.iance on market 

forces and on the private sector. The ~eport did not include concrete 

programs of action; they must be form~lated by each country, and ~hese 

programs must include the external tinancial and technical assistance 
which will b~ required to support them. The report conclud~d with 
the reco~endation for a firm increas~ of aid in real terms and it 

called for a joint effort by African governments, bilateral donors and 
international institutions to accelerate deve!opment in Sub-Saharan 

Africa (3). 

In September 1981 the critical situation of SSA was discussed at 

the United Nations Conference on LLDCs wh~re the Substantial New Programme 

of Action uas adopted to increase develo::>ment assistance in real terms 

to the LLDCs, cf wh.i.ch the majority (26 and 36) from part of SSA. 

In 1983 ECA oublished a perspective study on Africa's Development 1Jntil 

2008 which clearly was more pessimistic "The pi:::ture that emerges 

from the analysis of t~e perspective of the African region by the 

(1) World Bank, W?rld Cevelopment Report 1981, p. 3 

(2) ECA, t:,e explorating economic crisis of Africa, Addi!l Abbeba, 1981 
' 

(3) The ,World Bank, Accelerated, Oev:elopment in SSA, Washington, 1931 
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year 2008 under the historical trend scenario is almost a nightmare. 

Bearing in mind that the future of 2008 is the fut-..ire of the young 

and unborn children of Africa today, the implications have to be 

taken seriously." (~) 

The study emphasized that the curre~t problems of Africa are structural 

and can only be tackled through a set of policy actions. African 

government should reorient their agricultural production systems by 

correcting the internal terms of trade toward agriculture and by putting 

greater emphasis on food production by smallholders. The financial 

crisis should be avoided by stimulating at the same tiu:e foreign 

exchange earning and saving, and by improved financial control on public 

spending. Much is expected from the efforts for a greater economic 

integration in Af=ica, particularly to meet food and energy requirement~­

Cllld for a greater investment in the private sectoL either from local 

or foreign sources. These policy changes appear to be conditional for 

the implementation of a long-term development strategy along the lines 

of the Lagos Pl,::s.n of Action. 

Also in 1983, the world Bank published a Progress Report on Development 

Prospects and Programs for SSA to evaluate the response to the 

propositions for policy changes, as suggested in its Agenda for Action 

of 1981. Evidence was found of policy adjustments along the lines of 

the Agenda but the extent and speed with which revised programs were 

being impiemented did not give any cause for complacency, 

taking into account the fast deterioration of the global economic 

circumstances in African countries. Moreover, the additional aid 

which was called for in the Agenda was not realized. Therefore, 

programs and ac~ions to deal with the immediate crisis should be 

formulated without further delay. and sho\Ild concentrate on the basic 

constraints on devel~pment : the rapid population growth, the lack of 

human resources, the backward state of the agricultural research and 

what is called the structural constraints : the highly import-intensive 

pattern of consumption and the low productivity of the export sectors (2). 

In 1984, the ECA prod~ced jointly with the African Development Bank (ADB) 

the Economic Report on Africa, 1984, which updated the information on 

Africa's dramatic conditions and came to similar propositions as the 

former ECA report (3). The joint report includes a clear message 

(1) ECA, ECA and Africa's Development 1983-2008 : A Preliminary Perspective 

Study, 1983 
(2) The World ~ank, SSA Progress Report on Dev,elopment Prospects and 

Programs, 1983 



for more market-guided economies, greater opportunity for private 

enterpreneurship and a reduced role for government which should put 

emphasis on efficiency of public services. 

Early 1984, the secretary General of the United Nations, Mr. Perez 

de Cuellar took t:.he initiative to alert the international community 

about the rapidly deteriorating economic and social conditions in Africa. 

He established a special advisory body at the Unitsd Nations 

- 10 -

Headquarters and nominated in Nairobi a speeial representative for Africa's 

Economic Crisis, in order to coordinate actions by all organisations 

of the United Nations System. The critical economic situation in 

Africa was also discussed at the second regular session of the 

United Nations Economic and Social Council in 1984, on the basis of 

a Special Memorandum prepared by African Ministers of Development (1) 

and a report prepared by the Secretary-General (2). Both reports 

callE:d for a concerted and co-ordinated action by the international 

community in sugort of the efforts of African States to restore economic 

development for the well-being of its people. A~c{on should be 

undertaken at three levels : emergency measures to overcome the critical 

needs of the countries affected by the drought; short ar.d medium term 

measures to rehabilitate the major econc:xnic sectors, particularly 

agriculture, industry and infrastructure, and to fight against further 

desertification in the continent; long-term measures to implement 

the objectives of the Lagos Plan of Action, through a successful 

implementation of the sectoral plans for agriculture, industry, 

transport and energy. 

Also in 1984, the World Bank produced a third Report on SSA in which 

a .:()int Program ~f Action was proposed under six headings : 1) the 

formulation of national rehabilitation and development prograzr.s by 

African governments, 2) donor consultation and coordination should aim 

more explicit monitorable commitments by recipient governments and 

donors to impliment their respective responsibilities under an 

agreed program of action; 3) the provision of adequate, timely and 

sustained external financial assistance to programs of major economic 

reform, 4) public expenditure and donor programs should give grea~er 

empha£is to rehabilitation and maintenance of existing infrastructure; 

(1) United Nations Economic and Social Council, Special Memorandum on 

Africa's Economic and Social Crisis, June 1984. 

(2) u.N.E.s.c., Report of the Secetary-General on the Critical social and 

economic situation in Africa, April 1984 



SJ the fon:ulation of low-cost, efficient and well-targeted programs in 

education, health,population, agricultural research and forestry; 

6) net capital flows to SSA shouid be increas~ and oriented towards 

the countries that implement adequate reform programs. (1, 
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According to the latest World Bank report on SSA the poor economic results 

of the region since the 1970s :a:z.-e mainly attributable to the declining 

returns on investment. The growth rate of per capita income can be broken 

down into three parts population growth rate, investment/income ratio 

and additional income per unit of investment. Evidence is given that 

the availability of investment is comparable with other developing regions. 

The difference in p~r capita growth rate is for about half due to Africa's 

higher populatJ.vu growth rate and half t.o the failure of capital 
in~st:nent to generate income l"!rotorth COID!>~able to the 1960s. The !cev 
d•terminant of the latter phenomenon is t.~e deterioratinq economic ma~agement 
both by the central government in its economic policy and cy the publi.c 

economic institutions in the implementation of these policies. Apart from 
., 

this major cause, natural, technical and human constraints have contracted 

the productive potential of Afric~.n economies. Precisely, the weaknesses 

of the economic management increased in the 1980s and urge for a co-ordinated 

or joint action in this field. 

The Development Assistance Committee (DAC) of the Organization for Economic . 
Co-operation and Development (OECD) devoted special attention to the 

crisis in SSA in its 1984 review (2). DAC oembers seem to be very sensitive for 

the overall call for a substantial increase in aid allocations, for a co­

ordination of bilateral and multilateral aid agencies and a reformulation of 

the development strategy. In this context, they underline the importance 

of structural adjustment programmes designed with the help of the World Bank 

and the IMF , the need to safeguard social institution-building and the 

potential structural function of food aid within national and sectoral 

development programmes. 

In response to the World Bank's Joint Programme of Action, the OECD 

organized last March a high level meeting in Paris, in order to co­

ordinate international support for the rehabilitatlvn of SSA. 

(1) The World Bank, Toward Sustained Development in SSA. A Joint Programme 

of action, Washington, August 1984 

(2) OECD,, Development Co-operation, 1984 Review, pp. 11-36 
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:! • THE MANUFAC"l'URill'.i SECTOR IN SSA 

2.1. The share of SSA in world manufacturing value added 

It should be recalled that most A.f rican countries are heavily dominated 

by the production of priciary goods, mostly aqricultural, and the tgrtiary 

activities associated with it. The African continent is only responsible 

for a tiny piece of the world economy and in comparison with other developing 

region~ the extent of industrialization in world manufacturing value added 

stands at a mere 1.01\ in 1984 (1). This figure is, in fact, in excess 

of the 1\ target for 1985 incorporated in the Lagos Plan of Action and 

therefore the subsequent targets of 1.4' for 1990 and 2\ for the year 2000 

do not seem irrational. nowever, in the perspective of the persisting economic 
• 

crisis in Africa the region's share in world manufacturing value added 

has decreased slightly since 1982 and this in contrast with the former decades 

when Africa's share rose steadily from 0.77\ in 1963 to 1.04\ in 1982, 

the latest non-estimated record. The rising share of manufacturing in the 

past w~s not in the first place a consequence of rapid industrial growth 

but·it was also a product of a shift in relative prices in favour of manufactu­

ring through taxpolicies and subsidies. 

All the~e figures included the North African countries. In 1981, SSA accounted 

for only 56.S\ of total manufacturing value added in Africa against 63.8\ 

in 1973. In other words, the rising share of Africa in world manufacturing 

value added between 1973 and 1983 can be a~tributed almost entirely to the 

dynamic North African countries. Again, Nigeria is responsible for ~ne 

third of total manufacturing value added of SSA (2). So, in world terms 

the man~iacturing sector of SSA is almost neglecta.ble, and hardly rising. 

2.2. The share of manufacturing in GDP and its structure 

The modest extent of industrialization in SSA can be illustrated by the 

fact that on average the share of manufacturing in GDP is a.bout 8t (figure 

for 1982), which is much lower than the average for all low-income countries 

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

'(1) UNIDO, A Statistical ~eview of the World Industrial Situation 
March 1985 

1984, 

' 

, (2,) UNIDO, Africa in Figures, 1985, ,99. 21-2,2 

/' 
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reqion have a share of manufacturinq which is over 15\ -:Jf GDP Ivory 

Coast. C15.6t) , Mauritius (20.4\), Zambia (16.~), Swazi.land (23.8\) and 

Zimbabwe (26.7 \). In this salect group, there are no low-income 

countries. On the other hand most low-income countries and middle­

income oilexporters show a share of manufacturinq in GDP of less than 

8\ Cl) • The industrial structure of the African economies i:. concen-

trated on non-durable consumer qoods industries. 1'he share of Africa in t«>rld 

ma.nufacturinq value added is in 1970 hi1her than the ave?"at]e for the 

followinq branches : food products, beveraqes, tobacco, textiles and 

clothinq, footwear, wood and cork products, other chemicals (fertilizers 

and consumer goods), petroleum refineries, miscellaneous products of 

petroleum and coal, rubber and plastic products and other non-meta~lic 

mineral products. In 1981 this situation has not changed (2). The inclusion 

of NC;rth Africa is responsible for the appearance of virtually all 

non consumer goods branches in this list. 

2.3. The industrial performance in the region in the 1960s and 1970s 

Since independence most African governments have pursued a fast 

industrialization through import substitution as a driving 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 has principally 

consisted in setting up industries that produce simple types of manufactured 

goods to meet a local demand formerly satisfied by imported goods. 

These infant industries received large subsidies, a favorable tax 

treatment and high tariff protection aqainst competing imports. At 

the same time they could import at low tariffs or duty-free the necessary 

capital goods, raw materials and intermediate goods. As a result of 

this policy, the new import-substitution industries, while contributing to 

the decline in imported consumer goods, also caused an increase in 

the import of intermediate and capital goods. Consequently, savings of 

foreign excha;1ge had not been materialized. Excessive investment in 

industry and distortion of relative prices in favor of industry has 

put a burden on the other economic sectors, especially agriculture and 

has heightened the reqion's dependence on foreign manpower, ca,1tal and 

technoloqy. Moreover, the trend towards capital-intensive 

, Cl) rrnr'Y.), A".rica in ~1~.J!"es, 1995, ?P· 21-22. See also append~x, table 6. 
'(2) UNIDO, A Statistical F.eview of the world industri~l situat1qn:1984, 1985. 
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import-substitution industries with a high unit cost of investment and no 

relationship to Africa's factor mix has distorted the region's cost 

structure. African ~ages 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 f oreiqn exchange than the cost of 

the imported final product. 

Following the balance-of-payments crises of the 1970s, most African 

governments have intensified the bias toward import-substitution 

industrialization by overvaluing their exchange rates and the use of 

quantitative import restrictions. During the commodity boom of the late 

1970s, investment in industry raised substar.tially and some countries 

initiated the expensive staqe of import-substitution of intermediate and 

durable consumer products. Also 9roject sele~tion tended to become less 

a,5lec;uate and led to investments with very low rates of return. 

No doubt that there has been a considerable industrial growth in the 

1960s and 1970s, which has contributed to the economic development of 

the region. Annual per capita growth of manufacturing value added in 

Africa reached 4.5\ between 1963 and 1973, which is excess of average 

growth of per ca~ita GNP which was only 2.5\. For the period 1973-1980 the 

manufacturing value added (MVA) per capita grew an average at 2.8\ which 

again was higher than the modest increase of per capita GNP of 1.5% (1). 

Data for SSA as such are not available but a recent study from UNIDO 

reveals that MVA per capita increased en average at 5.8% in the 26 LLDCs 

of SSA between 1960 and 1973, much taster than the 0.7\ increase of 

GDP per capita. In contrast, from 1973 to 1977 MVA ~er ca?ita decreased 

at 1.1\ while GDP per capita still increased at O.S\ (2). 

2.4. The critical situation in the 1980s 

As just mentioned, the performance of manufacturing slowed down abruptly, 

first in LLDC's of SSA already in the late 1970's, and this in contrast with 

a traditional pattern of development where growth of manufacturing 

(1) Taken from UNIOO, A Statistical review of the world industrial 

situation, 1984 

(2) Taken,from UNIOO, The Agony of Africa, 1984 
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rema~ns well above growth of the economy as a whole, since manufacturing 

is characteristically one of the most dynamic e..<panding sectors in the 

transition from a low to higher incocie level. LLDC s suffered severely 

from the soared oil prices and were the first to enter ~nto a deep 

balance-of-payments crisis which was encountered by a reduction in domestic 

demand and in imports. Often shortages of supplies of raw materials, 

spares and intermediate products appeared. It should also be recalled t.'i.at 

aqricultural performance dropped drastically in the 1970s, devolving 

negatively the manufacturing sector. 

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

developing countries and particularly the economies of SSA. While world 

trade has stagnated and protectionist barriers have been set up in the 

developed countries, the commodity proces dropped steeply, especially 

of those commodities ifi which SSA has a comparable advantage, like oil 

seeds, cotton and tropical fruit. The devastating impact of the ~ought on 

crop producticn and livestock has led to a dramatic setback in agric-:ltural 

production. ·rhe decline in export earnings, the raising cost for imported 

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

payments of all SSA countries, not only the LLDCs. Manufacturing could 

not remain immune to the effects of a deteriorating economic environment. 

In LLDCs industrial weaknesses continued, but especially the middle-

income countries of SSA which could expand indu~try up to 1980, have 

experienced severe setbacks, due to falls in imports, locally produced raw 

materials and domestic demand. 

Across the region, capacity utilization rates in manufacturing are extremely 

low, and in some cases as low as 25 to 30\. Recently, fixed investment 

and savings are on the decline. If one adds to this the ccntinuing 

poor quality of investment and the prolonged difficulties in macro-

economic management, on~ should not be surprised that the economy - and 

th~ manufacturing sector in particular - do not cick up with the current 

world recovery and that future develoI?1Dent is at stake. 

2. 5. The need of a long-term develoDment strategy for th.~ sector 

The main objective of economic development in most Af~ican countries 

since independence has been to achieve a sustained increase in the standard 

of livir.g for an increasing share ot the population. For this purpose, 

the composkion of output must shift from primary production to secondary 
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activities, i.e. industrializ~tion. Industriali7ation provides also a 

means of creation of employment opportunities a;.d of overcoming the 

constraints on development : lack of foreign exchange and of skilled 

and experienced human resources. Moreover, ijdustrialization stimulates 

the expansion of other sectors, such as agriculture and services, by 

creating a larger market for their products, supplying the necessary 

equipment and contributing to the technological progress. This common 

believe pract~cally survived within the minds of African governments 

t.'1rouqhout the difficult late 1970s and early 1980s. However the strategy 

of sustained import-substitution and the over-emphasizing of the 

industrial activities has to be altered. The industrialization process 

must be accelerated, but through a different policy. 

The Lagos Plan of Action represents the collective effort of African 

Heads of State and Government to reformulate the long-term economic 

development strategies. To the more general ob).ective of increase in 

economic welfare were added the concepts of self-reliance and self­

sustainment. Accc1rdingly, regional integration became a central focus. 

As reflected in the Lagos Plan the African countries intend to lay the 

foundation for industrial development and integration during the 1980s. 

The industrialization policy would contribute fundamentally to the 

strategy of self-reli~.nce and self-sustainment, in the way that basic 

needs of the population would be satisfied, local natural resources 

be exploited, jobs be created and technological progress be stimulated 

Quantitative and qualitative targets were set for industrial integration. 

A share of at least 1.4\ in world industrial production is to be achieved 

by 1990 anCi self-sufficiency is pursued in the food, building materials, 

clothing and energy sectors. Moreover, during the first half of the 

Decade, the foundation will be laid for the phased development of the 

following basic industries essential to self-reliance : food and 

agro-industries, mechanical industries, metallurgical industries, forestry 

industries and energy industries. In the Lagos Plan of Action the 

Heads of State and Government of the OAU endorsed the already existing 

proposal to procl~jm the 1980s as the Industrial Development Decade 

for Africa, which was finally adopted by the United Nations General 

Assembly in its reso:ution 35/668 on 5 December 1980. 

T;1 order to transform the I.aqos Plan of Action into a programme for 

the implementation of the Decade ECA, OAU and UNIDO prepared jointly 

what is called "A Programme for the Industrial Development Decade for 

,Africa" which was endorsed by the African Ministers of Industry at their 

.... 
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Sixth Conference in 1982 (1). The progz~ome C-~~:ises a preparatory 

phase (l982-19~4) and an implementation ph~se (1985-1990), which are 

presented briefly in section S. In the foreword of the Progr~e 

it i~ underlined that the policy of import-substitution industrialization 

has ended : "This calls for an approach to industrial planning that 

differs in many respects from the pa3t. In particular, it represents 

a shift fro~ an excessive preoccupation with foreign exctange problems, 

which are external to the region, to the development of institutional 

mechanisms and capabilities for assessing each country's natural 

resource and raw material endownment and enla~ging the range of 

complementarities along the lines suggested in the Lagos Plan of 

Action (2). 

(1) UNIDO, A ProgrammG for the Industrial Development Decade for Africa, 

Prepared jointly by ECA, OAU and UNIDO, 1982 

(2) UNIDO, o.c., 9. 2 
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3. ODA FLOW~ ':'O SS"' 

3.1. ODA definitions and comcosition 
..;;._=...--_,;;~~~--.;..;..._.;;..;;.........;...;_.,o..;...;;.;;;..;;.;;;;.~ 

The OECD is the main source for reporting of resource flows to 

developing countries. Following definitions and concepts are used 

in OECD reports (1). 

Official Development Assistance (ODA) is defined as financial flows 

to developing countries and multilateral institutions, 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\) and administered 

~-th the promotion of the economic development and welfare of developing 

countries as its main objective. Grants cover gifts, in money or in 
• 

kind, for which no repayment is required. It includes grants for 

technical co-operation, grant-~ike financial flows, i.e. loans repayable 

in recipients' currencies and transfer of resources through sales of 

commodities for 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 repa'!111ent is required in convertible currencies, 
or in ~ind.- O~A loans include a grant element of at least 25\. This is a 
m--c:nre of concessionalitv or softness of a loan and is measured 

by the extent of benefit reflected in the difference between the ODA 

interest rate and the market rate (taken at 10\), the length of time 

the funds are available for the borrower (matu~ity) and the length of 

interval to first repayment of capital (grace period). OECD calculates 

this benefit by estimating the present value of repayments discounted 

at 10\ 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, administrators and advisers serving in 

developing countries. 

Transactions are reported at two stages : commitment, when the donor 

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

(1) OECO, Development Co-operation, Efforts and Policies of the Members 
' 

of DAC, annual review; OECO, Geographical Distribution of Fi~ancial 

Flows to Developing Countries, annual review. !t should be no~ed that 
de,finitions and ~assification of tbese two publications do ,n<;>t, always 
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purpose, financial terms and conditions; and disbursemeut, whe.1 funds 

are actually provided. Unless otherwise stated, the disbursement figures 

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

flows are reported directly by eac~ donor countrv, mel!lber of the Development 

Assistance Committee lDAC). Bilateral ai~ fiqures for the Organization of 

Exporting Countries (OPEC) 
. . Petroleum 

and the ~ounci.l for Mutual Economi.c 

Assistance (CME.A) are based on secondary sources and OECD Secretariat estimates. 
Multilateral flows are channelled via an international organization 
active in develo?Dent, i.e. t.~e uorl~ hank group, the regional 

development banks, the IMF Trust Fund, the Arab and OPEC development banks 

and the United Nations Agencies. 

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

agencies (private aid) and transactions at commercial terms from either 

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

include official export credits, official sector equi~y and portfolio 

investment, and debt reorganisation undertaken QY th~ official sector 

(bilateral or multilateral) at non-concessional terl?IS. These transactions 

may include a grant element which is below 25\. Private sector flows 

ccmbine direct investment, private export credits and portfolio investment. 

Portfolio investment is an OECD Secretariat estimate which corresponds 

largely to bank sector loans with a maturity of more than cne year. The 

amount thus included for DAC falls short cf loans, lended out by offshore 

Centres of banks resident in DAC countries and some minor adjustments. 

Tied aid '=efers to all aid transactions for which procurement is limited 

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

be undertaken in at least all OECD and developing countries. Local costs 

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

procurement of goods and services of the local market. 

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

resources reaching developing countries (or multilateral organisations) 

and the corresponding administrative costs. 

3.2. The evolution of ODA to SSA 

During the 1970s net d13bursements of ODA from DAC, Multilateral and OPEC 

donors grew from t l . 3 billion in 1970 to ~ 8. 1 billion in 1980 or 

almost a sixfold increase (1). Figures for the period 1970-

(1) See appendix for detailed data on all countries of SSA which have been 

collected from OECD tables for rhe period t 975 -1983 
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l973 do not include OPEC donors because at that time only sporadic aid was 

directed to sane African countries by either Kuwait, Libya or Saudi Arabia. 

In 1980 OPEC countries were responsible for 8\ of total concessional aid 

flows to SSA; DAC countries disbursed 62\ and multilateral institutions the 

remaining 30\ of total ODA to SSA. So, bilateral aid from DAC countries 

remained the largest inflow of ODA in SSA. 

Althouqh SSA holds only about lU of total population in less developed 

countries, SSA received always a more than proportional share of total ODA. 

In 1970, net disbursements of ODA to SSA equalled 19\ of total ODA, while 

in 1980 already 23\ was channelled to SSA. Although all donors showed 

a particular interest for SSA, DAC members as a group increased their 

relative preference for SSA from a mere 17\ to 29\ between 1970 and 1980. 

Net disbursements of ODA are commonly lower than the commitments. From total 

commitments of ODA to SSA 65 to 80\ were actually disbursed during 

the 1970s, which is similar to the degree reach~ in other continents. 

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

to SSA consisted out of grants. 

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

absolute, real and per capita terms. SSA became the central focus for 

developnent assistance. In this region GNP per capita is not the lowest 

of all developing regions, as the densily populated region of South and 

Far East Asia have on average an even lower GNP per capita. Nevertheless 

concessional aid was directed more and more to black Africa (1). 

There, aid slowly became the crucial motor for development. In 1979 net ODA 

flows corresponded on average to 3.5\ of GNP and to 20\ of gross 

domestic investment in SSA. For the low-income countries of SSA these 

figures reached even 7.8\ and SO\ (2). 

Up to now, only ODA flows were mentioned from either DAC, OPEC or 

multilateral donors (3). Also other countries have directed in 1970s some 

aid to SSA, the member countries of the Council for Mutual Economic Assistance, 

other Eurcpean countries like Ireland, and China, India, Israel and South 

Africa have contributed in a modest wau to the development process in 

SSA. Estimates for 1981-1982 reveal that the apport of those countries 

corresponds to about 2\ of total ODA to SSA ( ). 

(1) See also appendix for a comparison of net ~eceipts of OD' by region and 
income groups 

(2) World Bank, 'ccelerated eevelo~ent in S~lll, 19q1, l'· 164 

,, 

(3) For a detailed comparison of ODA flows to SSA by donor, see appendix, table 0 

(4) Calculated from table II.A.3. of OECD, Development co-operation, 1984 

Review 
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Since 1981 ODA to SSA decreased as did total ODA. In 1983 net disbursements of 

ODA from all sources to SSA totalled~7.9 billion or 2\ lower than the amount 

reached in 1980. Nevertheless, SSA receiv~substar.tially higher share 

of total ODA flows. Between 1980 and 1983 the concentration on SSA 

increased from 23 to 27\, merely because OPEC and multilateral dcnors channelled 

comparatively more aid funds to SSA. 

Although concessional aid to SSA decreased both in nominal and real ter.ns in the 

1980s the relative impgrtance for development in SSA increased. World Bank 

ceasured that for SSA net ODA disbursements corresponded on average to 

3.8\ of GNP and to 13.1\ of gross domestic investment in 1982. Taking 

only the low-income semiarid countries, figures of respectively 24.l\ and 

107.9\ were recorded (1). This paradox can only be explained by the critical 

economic situation of the region. 

3.3. 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 1 0. 5 billion 

while in 1980 already .f 5 .3 billion was reached or more than a tenfold 

increase (2). At this lev~l data are only recorded frcm DAC m~mbers 

dnd multj.latP.ral institutions. Non-concessional resource 

flows to SSA from multilateral institutions accounted only for 10\ of the total 

net disbursements in 1980, while DAC disbursed 90\. Data for OPEC were 

not available. In any case, hilateral flows from o~c members constitute the 

bulk of non-concessional disbursements co SSA. 

SSA is however less importan~ in total non-concessional resource flows 

to the developing countries. r.n 1970 only 6\ of these flows went to 

SSA, but this share increased to 10\ in 1980. 

From these flows it is only possible to make the division between official 

non-concessional loans, direct investment, portfolio investment and 

export credits since 1976 and only on a country-by-country basis (3). 

Dire~~ investments seem to be of a minor importance in SSA 

(except in 1981 and 1982). Tradition~lly, the two 

(l)World Bank, Toward Sustained Development in SSA, 1984, p. 74 

<2>F~;e0~~e~lim!g~s 'd:i:ii~Sea~l~·o'ii~ti ~ountries of SSA for non-concessiona 

flows, which can be deducted through a simple difference between ODA-flows 

(Table 7) and total resource flows (Table 10) 

(3) OE~D, Geographical distribution of financial flows to Developing Countries, 

l 980 to 1984 
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main channels are export credits, which are mostly officially supported, and 

and portfolio investments, what stands for private bank loans. 

In 1983 official non-concessional loans increased while otl:er 

flows decreased enormously (1). It should be stressed t..~at 

the distribution of these funds over SSA is very un-

equal. It is concentrated on the middle-income countries with an open­

market policy, like Liberia and Ivory Coast, or countries with rich mineral 

deposits, like Nigeria, Cameroon and Zaire. Small low-income countries 

receive hardly =..1y non-concessional receipts. 

Other donors' non-conces~ionai flows to SSA are not recorded but can be 

considered as neglectable. Non-concessionait=esource flows to SSA kept 

rising in 1981 and 1982 to a maximum of j;" 6.8 billion. However, in 

1983 the flow fell sharply to f 4.4 billion. Moreover this peculiar 

development was not recorded in all developirg regions. Apart from SSA, 

in Latin-America an even more dramatic drop in non-concessicnal resource 

flows was felt, but in for instance North Africa and Far East Asia 

ar. increase was recorded. The decrease in non-~ncessior.al resource 

flows can only be attributed to DAC countries. For SSA the main 

reasons were a drop in portfolio investments and an almost disappearance 

of private investmen~s- Consequently, this phenomenon is of great concern 

because it underlines the lack of belief in the future of 

SSA by the international private sector. Such a development over more 

than one year can be dramatic for SSA, if it is not compensated by 

a drastic increase in concessional resource flows. 

Total net disbursements of resource transactions to SSA by all sources 

as presented in the appendix for the period 1975-1983 have risen from 

j 6.4 billion in 1975 to ~maximum of F 14.8 billion in 1982. 

Consequently, it would hav? -> dropped with no less than 

22\ to f 11. 5 billion in 1 ~83, as recorded on the basis of preliminary 

data. Bet..,een 1975 and 1982 tc..,tal resource flows to SSA more than doubled 

i~ nominal terms. In prices and exchange rates of 1982 total 

resource flows have risen from f 9.6 billion in 1975 to ~ 14.8 billion 

or an increase of only some SO\ r2). 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 

estimates for the same year, a per capita resource flow of 38. 7 dollars 

was recorded which corresponds to 7.6\ of GNP per capita in SSA. Doing the 

same excercise for individual countries, one finds high per capita 

(I) In tablell of the appendix total net disbursements of financial flows 
to SSA are divided over seven different flows for the years 1973-1983 

(2) Use ~as made of the deflater constructed by OECD and applied in the 
latest review. 
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resource inflows in all the middle-income countries except Nigeria and in 

a few low-income drought-affected countri.·es (S l" oma i.a, Gambia, Niger, 

Benim and Guinea-Bissau). Most low-income countries, which include many 

LLDCs, have a per capita resource inflow of less than 40 dollars. 

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

on records that are comprehensive for t..~e majority of the individual 

categories. The omissions of which some have already been mentioned, are 

essentially as follows : flows from developed countries not-members of 

DAC (e.g. Ireland, Luxembourg and South Africa), flows from CMEA countries, 

other official and private sector flows from OPEC countries, net flows 

from ot~er LDCs, grants by private voluntary agencies, flows from IMF 

other than loans by the IMF Trust Fund (included in ::mltilateral ODA), 

private bank loans with a maturity of less than one year, medium-term 

and long-term private bank loans from offshore centres of banks resident 

in DAC countries, bond lending and the geographically unallocated 

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

Of all these> omitted flows the geographically una.:. _.::icated resour,:e flows, 
\estimated at 2.3 billion US$ in !982), the short-term private credit 
'estimated at 7.1 billion US$ in 1982) and the IMF flows (3.9 billion US f 
in 1982) are quantitatively important for SSA. 

3.4. The terms of financial flows to SSA 

The most ·commonly used measure to evaluate the terms of the package of bilateral 

aid flows is the grant elP..ment. The overall gn.nt element of ODA 

commitments by the DAC countries is now of the order of 90\, compared 

with 80-85\ in the early 1970s. For the DAC as a whole, about three-

quarters of ODA commitments are in grant form. The grant element of 

DAC aid has risen during the past decade in accordance with the quantitative 

norms adopted by the DAC in its Terms Recommendation of 1978. rt 
the 

stipulates that overall grant element of ODA commitments should be at 

least 86\ and at least 90\ annually for tue LLOCs as a whvle (1). ~s SSA 

contains 26 LLDCs the grant element of ODA to SSA by DAC members will 

be higher than 90\, but correct calculations 4 re net available. However, 

it should be recalled that about one third of ODA goes to multilateral 

agencies rather than di~ectly to recipien~ countries. To the extent that 

these agencies lend at haz·der terms the grant element figures quoted 

above are exaggerated, from the recipient countries' point of view 

(1) OECD, Development Co-operation, 1980 Review, p. 103 

(2) Argument quoted by R. Kitchen, Financial flows : statistical background, 

19i9, p. 79. 
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The overall grant element of ODA commitmens !:>y OPEC countries is lowe·: 

than from DAC countries and is estimated by OECD at 80\ in 1981 (1). 

Bue this is a considerable improvement, as it stood at as low as 59\ 

in 1975. 

Another important aspect of ODA is the extent to which it is tied. 

ThP. share of untied assistance in gross disbursements of bilaeeral 

ODA from DAC countries has balanced between 4~ and 45\ in the period 

1975-1983. Partially untied bilateral ODA from DAC countries has 

balanced between 10 and 14\ in the same observation period. Aid is 

called partially untied when procurement is limited to the donor and 

the developing countries, usually including the recipient coun~. 

Bilateral ODA from OPEC countries is completely untied. Multilateral 

aid is reported to be ~tied 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) (2). Becau3e the tying status 

depends on general donor's policies, the tying degree for SSA will not 

differ from the overall degree. The impact of tied aid often is 

translated into procurement of goods and services at prices considerably 

above competitive international prices. 

The World Bank studies on SSA include data on average terms of borrowing 

for bilateral official loans (concessional and non-concessional). 

Frow 1970 tQ 19Sl the average int;.a.rest. rate iM:rease.:. Zrf:llll 1.3\ to 

4.8% and decreased in 1982 to 4.4\. The average maturity period decreased 

slowly from 31 years in 1970 to 18 years in 1979 and was prol0nged 

afterwards to almost 25 years in 1982. The average grac~ period went 

down from almost 10 years in 1970 to 5 years in 1979 and again prolonged 

to more than 6 years in 1982. The average grant· element decreased from 70\ · 

in 1970 to 33\ in 1979 and increased again afterwards co 42\ in 1982. 

Multilateral official loans had traditionally a one to three percent 

higher interest rate than bilateral loans except for the periOd 1977-

1979. The average maturity period has been balancing around 30 years 

and the average grace period around 7 years. The average grant element 

has balanced even more over the twelve years of analysis between 37, 

and 52\ (3). 

(1) OECD, Development Co-operation, 1982 Review, p. 158 

(2) A detailed analysis of tying aid flows and the possibility for economic 
cooperation among developing countries (ECDc) has been undertaken by 
R.S. Roberts, ODA and ECDC, UNCTAD, 1983 

(3) The World Bank, Toward Sustained Development in S~, 1984, p. 73 
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Non-concessional loans by the multilateral agencies provide an important 

resource for SSA. Through this type of finance lon;-term capital is 

available at market rates of interest combined with technical assistance. 

project preparation and development planning services. Following 

the first report on SSA, the World Bank considered SSA as a priority area 

for allocation of IDA/IBRD funds during the 1980s. IBRD/IDA lending to 

SSA was kept constant in the period 1981-1983 around f 1.8 billion. 

It increased considerably in 1984 to f 2. 4 billion. IFC lending to 

SSA was stabilized during t.'lte same period around ~ 0. 4 billion ( 1 l . 

Note that IDA loans are concessional loans. 

OECD has found that less concessional ODA loans (i.e. t.'ltose with a 

grant element of less than 50\) has recently been oriented more 

towards LLDCs,low-i =ome and lower middel-income countries. Together 

they accounted for j9\ of total less concessional loans by DAC countries 

in 1983 versus only 30\ in 1981. (2) Within this.share SSA makes up 

for the majority. 

The terms of officially supported export credits are regulated by the ap­

propiate DAC Coumitteeof OECD with the PU-"1?0Se of limiting competition 

on export credit terms. in particular, the extent to which interest rate·s 

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

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

Currently, average maturities of export credits are about ten years and 

interest rates around 7.5\. Because the use of ODA in conjunction with 

export ~redits called mixed credits, increased during the world recession 

(1980-1982) in a trade competition between industrial countries an~, cons~eritly, 
aid and trade were more and more mixed up, DAC has streng.the:1ed in 1983 

its guiding principles on export credits as part of a policy to inlprove 

transparency on "associated financing". The latter refers to transactions 

with developing 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\; officially supported export credits, or other official 

flows with a grant element of up to 20\, or other funds at or near market 

terms. The main characteristic of these transactions i3 that the concessional 

(1) World Bank, SSA 

1983, pp.18-20 
?roar~~s Report on Dev~lopment Prospects and Progra:ns, 

(2) OECD, Development Co-ope~ation, 1984 Review, p. 112 
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component is linked in law or in fact with the non-concessional 

component and that a part or the complete package is tied to procurement 

in the donor country. Export credits constitute the major proportion 

of associated financing, i.e. about two thirds. The central themes of 

the guiding principles are thac there should be a cle~· distinction 

from market credits through refraining associated financing with a =ombined 

grant element of below 20\, that the use of ODA for associated financing 

should be restrained for stron~er developing countries, that the terms 

should be tailored to economic and financial situations.of the recipient 
fu; 

country and that large projects associate financing should be used on 

the bas~s of international competitive bidding (1). The volume of 

associated financing ( ~ 5.1 billion in 1982) fell back sharply in 1983 

after the adaption of the Guiding principles (2). The ~eeent establishment 

of mixed credits in the Onited States could be a sign of a new escalation 

(3). It is not known in what degree mixed credits are directed to SSA, 

but numerous examples have been discussed in confidential reports of the 

countries which apply them (4). • 
The terms of private financial flows to SSA differ of course in a considerable 

degree from official or officially supported flows. Private bank 

lending can be either directly or through syndicated Eurocurrency credits. 

Eurocurrency credits have been immensely attractive to a great number 

of developing countries since recycling of petrodollars started in 

1974. However, apart frem s~me big absorbers like ~iger~r.~ ~te countries of 

SSA had little access to these credits because of limited c~~ditwerthiness. 

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

interest somewhat above the six-month London Inter-Bank Offer Rate 

CLIBOR) • The spread against the LIBOR depends upon the market and 

creditworthiness of the recipient country. World Bank report~ that 

the average interest rate of private lending to SSA has increased siowly 

from 6.7\ in 1970 to 14.5\ in 1981. It dropped in 1982 to 12.7\ along 

with a clear preference for a longer maturity (5). 

(1) OECD, Press Release, 14th June 1983 

(2) OECD, Development Co-operation, 1984 Review, p. 109 

(3) The Economist, December 1, 1984, p. 45 

(4) Members of DAC agreed in 1983 to report on policies and practices 
concerning associated financing, however this is kept confidential. 
Some examples of mixed credits to SSA are discussed in : 
K. ~indsor, The Use of Mixed Credits in tbe United Kingdom for the 
Financing o~ Industrial Training and Infrastructure, '~I!')') Internal 
Document, 1984. 
Evaluatie 100 miljoen proqramma, Memorandum, Directoraat-Generaal 
Ontwikkelingssamenwerking, ~inisterie van Buitenlandse Zaken, July 1982 

CS) World Bank, Tow3rd Sustained Development in SSA, 1984, ~· 73 
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Foreiqn direct investment in SSA has been of some importance in 1970s, 

especially in the exploitation of mineral resoarces. However, since 

the drop in raw material prices of 1982, foreign investment in SSA has 

decreased rapidly. Bond lending to cou·1tries of SSA is even less 

comnon and therefore not coamented herE.. 

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

rapidly during the past decade toqether with the enlarged resources 

of the Fund and the increasing number of financing proc;rammes. The 

supplementary facilities oriented towards oil-importing developing 

countries and primary goods exporting developing COW1tries have benefited 

numerous African countries. These loans are short-term credits (mostly 

less than one year, although recently longer-term lending is made 

available) which are available at a rate ~f charge close to the interest 

rate of the Fund, 7 to 8\ in 1984 Cl}. 

It can be concluded that terms of finance of ODA.flows to SSA have 

softened somehow, especially through mutual agreements among donors as 

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

flows whose terms have definitely hardened during the last decade. 

Especially private borrowing has been concluded on harder terms since 

creditworthiness of SSA decreased and international interest rates 

increa~ed- The increased proportion of non-concessional money ia the 

flows to 3SA until 1982 Cit should recalled that last reporting year, 1983, 

represen~ a steep decrease in this proportion) has made overall terms 

of financial flows harder. 

3.5. The in~idence of the debt problem 

The debt service payments are the complement of the volume and the 

terms of financial flows to SSA. The rising indebtedness of SSA has 

a).ready been .nentioned. Debt service consists of payments of principal 

or amortization and interests. The volume flows discussed earlier 

were net capital flows or excluding amortization payments but including 

interest paY'!lents. The debt service burden of the majority of the 

economies of SSA has increased rapidly in the la~e 1970s and early 1980s. 

(1) IMF, Annual Report 1984, pp. 72-95. Note that the majority of I~ 

resources to SSA is channelled to low-income countries. 
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On averaqe it was estimated by .:he World 8anJc that debt service as a 

percentage of exports of goods and nonfactor services was 13\ in 1982 (l). 

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 pay in the period 1985-1987, together 

with most of the outstanding debt. The World 8anJc calculated that during the 

next three years ~ 24 billion amortization and 1 10. 7 billion interest 

payments r'.£ve to be cancelled. Repurchases and charqes of IMF loans are 

estimated at f 3 .5 billion (2). Consequently, unless corrective :neasures are 

taken, the external resource position of SSA is likely to become disastrous in the 

next years. Any attempts of African countries to improve economic 

performance will be frustrated \,;Illess t.tiese countries are relieved of some 

of their upcoming ~t seJ:Vica obligations. 

The expected increase in total amortization payments (from f 2. J bill.Lon 

in 1980-1982 to 4 8 billion in 1985- 1987) hasJ~ drastic repercussion 

on future concessional and non-concessional financial flows to SSA. 

Still most of financial forecasting of external assistance is made on 

qross disbursements. If qross bilateral and mult.Llateral capital 

flows (excluding IMF resources) to SSA should stagnate on p 13 billion annually 

a lev~l reached in 1980- 1982 (and taking 1983 as an exce~tional bad 

year ! ) then annual net capital flows will be half the level reached in 1980-

1982, or only..$ 5 billion (3). This is a sad prospect! 

3.6. Flexibility of Aid to SSA 

Donor assistance can take many forms : project lendin~,emergency 

financing, technical co-operation, sector aid, programme assistance, 

foreign exchange cost financing, local- and recurrent-cost financing. 

The DAC has been concerned with increasing the flexibility of aid forms.especiall 

since the oil price shocks produced successive balance of payments crises 

and inadequate public revenues. While conventional project aid was 

~ected to remain the preferred form of development co-o9eration, other 

(l)World Bank, Toward Sustained Development in SSA, 1984, pp. 12-13 

(2) See also appendix Table 12. 

(3) World Bank, o.c., p. 47. Note that World Bank estimates of total net resourcf 
flows to SSA are generally lower than the estimates of OECO, e.g. for 1~82 
the World Bank came to a total of .:J. 10.1 billion while OECD came to f; 14 .8 
billion. The difference in definition is the main reason for the difference 
in da~a. The World Bank includes only loans, credits 3nd ~rsnts. 
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types of assistance could allow more room for adjustment to the immediate 

bottlenecks in the economies of SSA. Precisely, non-project assistance 

and support for maintenance, rehabilitation and operation o! the social 

and economic structure can allow a more ?roductive use of develo~ment resources 

in these countries. 

How to make a distinction between project and non-project aid? Under 

project aid OECD classifies identifiable investment activities as well 

as technical co-operation. Non-project aid covers food aid, finance 

of illl!X>rts, emergency and distress relief, general. purpose contributions, 

balance-of-~yments stabilisation loans, budget support, debt reorganisati~n. 

sector and regional co-operation. General non-project aid excludes also 

sector and regional co-operation or sector aid (1). It was found t.'"iat 

non-project aid was a relative large component of DAC Members' aid pr~rammes 

in 1979, 45\, and 30\ if sector aid is excluded. However, there has been 

a declining trend in real terms in non-project aS&istance during the 

~970s, precisely when needs have certainly increased. It was also found 

that in absolute term the principal beneficiaries of non-project aid are 

the low-income countries. But relatively spoken, middle-income countries 

and newly-industria~ized countries received considerably more than low­

income countries. Very few was directed towards OPEC countries. 

The arguments for more use of non-project aid, which are commonly put forward, 

are that it does not require an everextended administrative capacity in 

the recipient country nor a high skilled project identification and evaluation 

capacity in the donor country, that it is better suited to support 

programmes of policy changes, that it can be a direct support for current 

imports which are of high priority for development cut which cannot 

easily be financed through project lending nor recipient country's 

resources due to balance-of-payments constraints, that it can be :nore 

adequate~or the maintenance and rehabilitation of the exi~ting ~roductive 

capacity or essential public services, and that it can better respond to 

emergency situations or major bottlenecks in one particular sector. 

However oroject aid has also its advantages, which donors tend to 

underline. Project aid is more manageable because of its more limited 

scope, is less likely to be used for purposes other than those initially 

agreed upon than more general forms of non-project aid and is the best 

inst%Ument to favor investment and long-term development over current 

consumption. As both types of assistance will continue to be applied by 

Cll OECD, Development Co-operation, 1982 aeview, contains a chapter 

on the use ?f~rious forms of non-project dssistance for longer term 

jevelo9ment and emergencies, 9p. 85-99 
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donors, the important issue for DAC is that its members are aware of 

the advant:.age of a flexible combination in order to maximise the 

effectiveness of aid Cl). 

Apart from the distinction between project and non-project assistance 

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

in SSA, require also adaption of aid delivery mechanisms of both 

project and non-project aid. More room should be made available 

for local and recurrent cost financing. 

The OAC has been concerned since 1977 with the desirability of greater 

flexibility in aid allocation, when it adopted a set of guidelines on 

local cost financing. According OECD definitions, local costs are outlays 

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

goods and services on the local market. For OAC countries, the volwr..: 

of local-cost financing was estimated at 13' of gross ODA disbursements 

in 1977 and as low as 8' of bilateral ODA in 198~/1983 (2). Since 

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

implies that a high proportion of local costs are beinq financed by 

aid. According to the World Banlc, between one fourth and one third of local 

costs are beinc;r financed hv .-tti fit·). DAC donors recognize that it is desirable 

to finance an increasing proportion of tot:.al project costs taking into 

account the precarious situation of the African economies. 

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

financing, after it was recoqnized that the completion, maintenance and 

operation of development projects and proqrammes became a major concern in low­

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

completion of a given project to finance proc.irement of goods and services 

r~ired for maintaining and oper&ting the project or programme. The current 

shortage of budgetary resources in SSA limits the utilization of former and on­

going investments. Although guidelines stipulate that recurrent cost financing 

should be ~rovided for specified time Deriods with agreements for gradual 

takeover by the recipient, it is more likely that in SSA donors will have to 

remain sympathic to recurrent cost financing over relatively long ~eriods. 

Also in SSA, in cases where it is unlikely that financing of recurrent 

Cl) Cfr. DAC Guidelines for Improving Aid Implementation adopted in 

1979 and DAC Guidelines on Aid for ~aintenance and Strenghtening of 

Existinq Services and Facilities adopted in 1982. 

C2)0ECD, Development Co-operation, 1979 Review, p. 102 and 1984 Review, p. 92 

(3) World Bank, Accelerated Development in SSA, 1981, p. 126 
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costs for operation and maintenance of an intended project can be 

obtained within a r~asonable period, donors and the recipient should 

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

of alternative projects with a smaller operation and maintenance cost 

component Cl) • 

Also the multilateral agencies are aware of the present need for aid 

flexibility. especially in the case of SSA. The ~4orld Bank is now 

widely accepting that counterpart contributions to a project or 

programme can be made in kind. More important and innovative is the 

introduction of Structural Adjustment Lending (SAL) in 1980, in order 

to prcvide financial support for a specified programme of policy actions 

by governments. In principle, SAL is conditional on such a program. 

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

total Bank ler..ding. However, it is expected that SAL will attract 

additional bilateral and non-concessional capital flows as a result 

of the policy reforms, agreed in the SAL. ~ext to SAL, sector-

adjustment loans and supplemental loans can be approved, if the recipient 

country demonstrates a willingness to cope with the adverse environment 

through policies aimed at improved competitiveness. Toget.'li.er these 

loans form the Special Assistance Program of the Bank (2) • In SSA 

Kenya, Ivory Coast, Malawi, Mauritius, Senegal and Togo have formulated 

structural adjustment programs supported by SAL lending. Sector-adjustment 

loans have been provided to many other countries of the region (e.g. Uganda, 

Mali, Zambia, Ghana). In Niger and Sierra Leone structural adjustment 

programs are being prepared (3). Since the World Bank introduced its SAL, 

Che World Bank and the IMF have been co-o~erating closely in the formulation 

of adjustment programs for the developing countries facing acute balance­

of-payments 1~rises. The IMF accordingly adopted a number of measures to 

increase the accessibility of low-income countries to its resources. 

The IMF stand-by agreement and extended facility arrangements, which are 

limited to the developing countries and have a lor.ger-term perspective, 

are conditional arrangements, designed to help countries with balance-of-

payment problems and who are working to adjust their macroeconomic 

policy along the IMF lines. At April 30, 1984, 35 such arrangements were 
in effect, of which only 13 to countries of SSA (4). 

(1) OECD, Development Co-operation, 1982 Review, p. 95 

(2) The World Bank, Accelerated Development in SSA, 1981, pp. 127-128 

(3) A latest Review of the Bank's regional actions can be found in : 

The World Bank Annual Report, 1984 

(4) IMF, Annu~l Report 1984, ?· 175 
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4. THE FLOW OF EXTERNAL RESOURCES TO THE ~ACTURING SECTOR OF SSA 

4.1. The problem of data collection 

At the beqinninq, it should be stressed that not all resource flows can 

be split up accordinq to the economic sector which benefits from it. 

A large deqree of external resources is not allocable by sector because 

either the purpose is not investment (for example import support), or 

the purpose is a contribution to the overall financial situation of 

a country (for example debt reorganization) or the information on the 

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

make the best possible estimate by types of flows. However, it should 

be emphasised that where estimates are presented, data are crude and 
~ 

should be interpreted with much care. 

The data presented in section 3 were net disbursements and not coamitments, 

because it is of more importance to know what actually has been received 

net of repayment:s than what has been promised or aqreed by contract. However 

at the level of disbursement sectoral division is mostly not been done. 

This is even more true for repayments which are cancelled by the 

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

institution or a private entre~rise which receiv9' government guaran-

tee for the loan. Also, repayments are often not paid by income 

;enerated by the project which received the money but through budget 

allocations of counterpart institution (public or private) • So, it has 

no sense to divide repayments by sector·. But, only commitments 

of external financial flows are broken down by end use. 

\-£CD classifies commitments of bilateral and multilateral official 

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

from annual reports of major multilateral agencies. Through the Creditor 

Reporting System a data bank of commitments is constructed. It includes 

individual ODA grants and loan commitments, direct export credits and 

non-concessional official loans (1). Technical co-operation commitments 

Cl) Throuqh the stat.!.stical office of OEr;o an outprint of the databank 

was provided for the years 1978-1983 concerning official commitments 

to industries in Sub-Saharan Africa. It should be noted that, reading 

through the file, the definitions of the types of flow changed over 

time. 
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are not reportable in the Creditor Reporting System, hence the data are 

net of technical co-operation. An evaluation of the data received from 

this databank follows under the next heading. Because reporting for 

some donors may be incomplete, the figures of the databank may understate 

the assistance channelled to SSA. In addition, the statistics are 

computed on a calendar year basis taking the signature date of the loans 

and for that reason yearly totals may differ from other sources which 

are compiled on a fiscal-year basis (e.g. the World Bank} or on the 

basis of the authorisation date of the loan. In any case, the 

Creditor Reporting System provides onl~ a gartial evaluation 

of official coamitments to the manufacturing sector in SSA. 

Another way of coming to an evaluation of resource flows to industry is 

by use of the geographical distribution of financial flows to developing 

countries which was the major source of information for the data in section 

3 Cl). By estimating the proportion of flows to ~nufacturing industry 

for each type of flow, one can estimate the total flow of net resources to 

the manufacturing sector in SSA. In such an approach one has to use 

partial information on the proportion of sectoral allocable finance to 

industry supposing that industry benefits in the same ci<!qree from non 

sectoral allocable flows. On top of this, non geographically divided 

flows are excluded. The CECO statistics include data for Africa 

Unspecified and LDC' s Unspecified. Supposing that an identical proportion 

of these flows goes to SSA as in the geographical allocab~.e flows, then the 

total resource flows to SSA is underestimated by 28\ in 1978, decreasing 

rapidly to 16\ in 1982 and again increasing to 19\ in 1983. Again of 

these flows - $ 2 to 2.5 billion - part goes to the manufacturing sector. 

For simplicity these non allocated funds are excluded in our analysis. 

As mentioned in section 3 the data of net disbursements from all 

sources combined to SSA, as presented by the Geographical OECD report, still 

~ave a lot of deficiencies because they do not include various types of 

flows. The most complete record of total •1et receipts of developing countries 

from all sources is compiled annually in the Development Co-operation 

(1) It could be interesting to compare the results of the exercise through 

the Creditor Reporting System for bilateral ODA to SSA with the tables 

of ODA commitments from DAC countries to SSA for 1979-1983 in : CECO, 

Geographical Distribution of Financial Flows to Developing Countries, 

1980/1983, 1984, p. 22. 
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Review of OF~o. Even some information is pr~s~nted for short-term bank 

lending and IMF net our=has~~- In the latest review, for the first time 

a separaticn of these flows (excluding the short-term flows) for SSA was 

presented in the appendix, taking an average for 1981 and 1982 (1). 

4.2. 'Ihe share of financial resources to industry in SSA 

Using an outprint ~f the databank of the Creditor Reporting System 

a calculation of the official resource flows by DAC members and multilateral 

agencies could be performed. The man\!facturing industry was defined as 

the collection of codes for industries listed under manufacturing, the agro­

industries, the codes for the industrial development banks, industrial 

development, handicraft activities and vocational training. All vocational 
• 

training which apparently was not directed to industry was deducted after-

' 

wards. The outprint provided data for all DAC members excluding Belgium, Finland, 

Australia and New Zealand. At least the first two countries did supply finance for 

industry in SSA in one wav or another. The multilateral agencies i~cluded are the 
African Development Bank (ADS), the Internationai Bank for Reconstruction 

and Development (IBRD), the International Development Agency (IDA) and 

the European Economic Community (E.E.C.). Following commitments are 

reported: ODA grants, ODA loans, grant like (2), direct export credits 

and other non ODA. From 1980 onwards part of the direct export credits 

were classified under other non ODA. 

Before 1980 official export credits were recorded exclusively under the 

heading direct export credits which included also some non-concessional 

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

to industrial development banks in individual countries constitute the bulk 

of the data classified herP. as non-ODA loans to industry. 

Total official commitments to the manufacturing sector h~ve increased 

rapidly between 1978 and 1980. In 1981 it fell back steeply, to increase 

again in 1982. In 1983 no further increase could be reached and total 

flows were almost $ 100 billion lower than in 1980, the top year. 

(1) OECD, Development Co-operation, 1984 Review, p. 203 

(2) Only the Netherlands have reported flows classified under grant like: 

they coincide with equity investment in manufacturing enterprises and, 

as such, are direct investments by a semi-official Dutch institution 

(F.M.O.). 
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~able l Official commitments to industry in SSA (1978-t983J on the 

basis of the OECD Creditor Reporting System 

1978 1979 1980 1981 1982 1983 

DAC bilateral ODA grants and 
loans 127. 3 183 • 4 102. 9 146. 4 179. 1 157. 7 

Multilateral ODA grants and loans 

Total ODA grants and loans 

66.0 67.3 lED.6 42.0 143.0 96.5 

193. 3 250. 7 263 . 6 188. 4 322 .1 254. 2 

Grant like official corunitments 0. 3 1.2 0.1 

Direct export credits 96.7 119.7 43.3 14.5 

0.8 

1.6 

0.9 

Other non ODA : export credits 

Total official export credits 

Other non ODA : non-ODA loans 

Total official commitments 

117 • 5 95 • 7 82 • 1 27 . 8 

96.7 119.7 160.8 110.2 83.7 27.8 

60 • CJ' 54. 1° 81. 5 so • 6 i 7. 0 146. 2 

350. 3 425 • 7 514. 8 349. 2 423 . 5 429. 1 
0 

data for 1978 and 1979 were reported under export: credits 

Source : OECD, Creditor Reporting System plus own calculations 

Commitments ot ODA grants and loans have always been between 55 and 60\ 

of total official commitments, with 1982 as an exception when 76\ of 

total official commitments 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 loans 

is much larger than the bilateral ODA grants and loans by DAC members 

in 1980 and 1983. In two other years, 1979 and 1981, bilateral flows are 

more important and in 1978 and 1982 both flows are of equal i·n!J()rtance. 

Direct export credits have risen rapidly between 1978 and 1980. 

Afterwards an e~1en more rapid decline has occured, resulting in an 

almost neglectable level of $ 27 billion in 1983. The only positive 

aspect of 1983 is the increase in non-oo.~ grants, which is a more 

flexible way of financing industrial development than through export credits. 

Comparing the data for bilateral ODA commitmentshy DAC members to manufacturing 

in SSA with the data for bilateral ODA commitments of DAC members for industry, 

mining and construction to all developing countries, one finds that in all years 

the proportion which was directed to SSA balanced between 13 and 15\, 

except for 1980 and 1981 where respectively 8 and 10\ were recorded (1). 

(1) It is supposed that our broader definition of the manufacturing sector 

(especially industrial finance and vocational training) compensates scmehow 
for the inclusion of the mining and canst.ruction sector and the technical 
co-operation in the OECD definition. 
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In all years, the preference for SSA in industrial financial flows is 

lower than on average was found for ODA in general (cfr. supra). 

Another method which ~.ncludes also private capital flows would be to start 

from t.~e OECD statistics of the geographical distribution of net 

disbursements of financial flows. Through this method at least seven different 

flows of finance can be identified and are presented for the years 1978-1983 

in Table 11 in the a1;pendix. 

First, the three different flows of ODA can be separated oy source of 

finance : 0DA frcm DAC members, from multilateral agencies and from 

OPEC members OECD' s Annual Reviews break down~ allocable bilateral ODA a::mnit­

ments by DA' ~embers into sectors. For the years 1978 to 1983 it was found that 

7 to 9\ of these commitments related to finance for industry, mining and con­

struction. So, it can be generalised that on average 8\ of ODA disbursements 

by O~C members are directed towards the manufacturing sector (1). Most multi­

lateral agencies break down their gross disbursem~ts by sector. In SSA the 

efforts of the EEC, IDA and the United Nations agencies constitute the bulk of 

ODA loans and grants. At present, no detailed information is available on the 

sectoral division of the aid flows from these agencies. However, adding con­

cessional and non-concession.:11 loans of IBRD and mA for SSA it could be found tha: 
8\ of the loans were contrac~ed for industry, small-scale enterprises and 

development finance companies (which act mo~tly in the 3.rea of industry) (2) • 

A tentative proportion of 8\ has been selected. About the sectoral 

distribution of bilateral ODA from OPEC countries no systematic information 

is available. However, it is known that 3.6\ of the bilateral and muitilateral 

commi~ents of concessional and non-concessional finance by Arab States and 

Institutions to SSA was directed towards processing industries (~xcluding 

the proportion of financial institutes and technical co-operation, 

together 7.7\, that was directed to industry) (3). Taking into account 

the limits and underestimation of the former exercise, a tentative 

proportion of S\ has been selected. 

Secondly, the four different flows of non-concessional finance can be 

separated by type of finance : export credits, other official flows, 

direct investment and portfolio investment. The last term refers to 

bank lending and not to foreign and international bonds. The proportion 

(1) OECD, Development Co-operation, Annual Reviews, 1980 to 1984. 

(2) The World Bank Annual Report, 1984. 

(3) K. Mossain, Financial flows from the Arab Middle East and the CECO 

Nations to SSA, in : D.M. Wai (ed) , Interdependence in a wo~ld of 

Unequals, 1982, p. 159. 
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of these flows which relates to the :nanufacturing sector is estimated 

on the basis of a similar exercise, performed by R. Kitchen for UNIDO (1). 

He estimated that 40\ of the export credits gees to -;:apital goods for 

manufacturing, 33\ of direct private foreign investment goes into 

manufacturing and ~hat 15\ of total net private bank borrowing is 

attributed to industrial borrowing. For other official flows which 

originate mostly from DAC members and multilateral agencies (especially 

IBRD and ADB) the same proportion of 8% was selected as found for 

concessional finance of both groups of sources. 

The results of the above estimates have been summarised in Table 2. 

Table 2 Estimated net flow of finance to the manufacturing sector in SSA 

( 1978-1983) 

(in million dollars) 

1978 1979 1980 .. 1981 1982 1983 

ODA by DAC Countries ( 1) 265 336 401 408 4C8 397 

ODA by multilateral agencies 136 158 193 192 182 180 (2) 

ODA by OPEC Countries (3) 23 28 33 28 34 35 

ODA from all sources 424 522 627 628 624 612 

Other official flows (4) 59 55 104 93 91 118 

Export credits (5) 422 616 664 514 560 474 

Direct Investment (6) 164 129 287 521 642 118 

Portfolio investment (7) 93 104 199 234 283 85 

non-ODA from all sources 738 904 1254 1362 1576 795 

Total financial flows 
1162 1426 1881 1990 2200 1407 

to industry 

\ of total financial flows 13 14 14 14 15 12 

( l) 8\ of total 

(2) 8\ of total 

(3) 5\ of total 

(4) 8\ of total 

(5) 40\ of total 

(6) 33\ of total 

(7) 15\ of total 

Source : own ~~~~Jlations based on Table 11 of the appendix 

(1) R. Kitchen, Financial flows : statistical background, in : UNIDO, 
Industry 2000 - New Perspectives, Collected Background Papers, 1979, 
pp. 107-109. It should be noted that these estimations refer to the 
developing countries as a group. 
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Between 1978 and ~982 t~e estima~ed net flow of finance to industry 

in SSA has doubled in nominal terms from about 4 1. 2 billion to ./ 2. 2 

billion. In 1983 it decreased with more than one third to about r/ 1.4 

billion. In 1978, about 13\ of total financial flows went to industry. 

This proportion increa~~i slowly to 15\ in 1982, because direct 

investment and export credits raised in importance. In 1983 the proportion 

shrank to a mere 12\. In contrast with totai financial flows, non­

concessional finance represents the majority o! external capital to 

industry in SSA. The share o£ ODA even decreased between i978 and 1982. 

!t increased again substantially in 1983. It should not be surprising 

that over the period as a whole export credits form the most important 

external input in the industrial capital formation of SSA. Only 

in 1981 and 1982 it was passed by direct investment which reached a 

historical :r_:>eak. Over the period as a whole ODA grants and loans by 

DAC countries represented 22\ of the estimated Unancial flows to 

industry in SSA, or the most important input after the export credits. 

Knowing that most of the export credits are official or officially 

supported, it should be underlined that a majority of external capital 

to industry in SSA is controlled directly or indirectly by DAC countries' 

governments. 

This last statement should somehow be nuanced because in the total 

financial flows, as presented in the geographical review of OECD, many 

financial flows, especially of non-DAC countries were omitted because of 

a lack of data. A more complete estimate can only be made for the average 

flows of the years 1981 and 1982. For the newly included financial 

flows following tentative proportions have been used. For ODA of other 

donors 20\ has been taken because the major suppliers, USSR and China, 

favour finance for industry. Other private flows are added to other 

official flows with exclusion of multilateral non-concessional loans and 

because private flows tend to favour industry a proportion of 10\ 

has been used. Non-concessional flows of other donors include also 

OPEC loans next to loans from USSR, China and other minor donors. 

Again a tentative proportion of 20\ was used. 

The results of the above estimates have been summarised in Table 3. 

From these data only 17\ of total estimated flows to industrv in SSA 

originated from ODA by DAC members. Total ODA made up for some 27\ or 

much less than non-concessional flows of official or officially supported 

origin and non-concessional flows of private origin, which respectively 
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were responsible for 36\ and 37\ of total external finance to industry 

in SSA. The high share of divert private investment in total flows 

to industry in 1981-1982 is, as already underlined, exceptional. 

Total external capital flows to industry are estimated to be ~ 2.44 billion 

in 1981-1982, or 16\ of total net flows. In comparison with table 2 

the financial flow to industry has inc:=eased only with f 0.34 billion. 

Note that in Table 3 geographically.non allocated capital flows might 

include some input for the manufacturing sector in SSA, as well as 

the non included short-term financial flows. 

Table 3 Estimate of Net external financial flows to the manufacturing 

sector, 1981-1382 average 

I. Official Development Assistance 

1. Bilateral 

al DAC countries (ll 
bl OPEC countries (2l 
cl Other donors (3l 

2. Multilateral agencies (4l 

II. Grants by private voluntary 
agencies 

III. Non-concessional flows 

1. Off. or officially sup!XJrted 

al Export credits (5 l 
b) Multilateral (6l 
cl Other official and 

private flows (7) 

dl Other donors (8 l 

2. Private 

a) Direct investment (9l 
bl Ban.Jr sector (10) 
cl Bond lending 

Total receipts (I + I! + III) 

Memorandum items : 

Share of recipients GNP 
Share of population 
Share of total resources 
Share of ODA 
Share of non-concessional 

total 

-$ 
billion 

8.19 

5.85 

5 .10 
0.61 

(0 .14) 

2.34 

6.42 

2.82 

1.55 
0.55 
0.72 

o. 72 

3.60 

2.02 
1.58 

14.61 

' of total 

56 .1 

40.1 

34.9 
4.2 
1.0 

16.0 

43.9 

19.3 

10.6 
3.8 
4.9 

4.9 

24.6 

13.8 
10.8 

100.0 

13.7 
9.0 

14.6 
23.2 
10.3 

industry 

billion 
\of 
total 

0.65 26.7 

0.46 18.8 

0.41 16.6 
0.03 1.1 
0.03 1.1 

0.19 7.7 

1. 78 73 .2 

0.88 36.1 

0.62 25.4 
0.04 1.8 
0.07 3.0 

0.14 5.9 

0.90 37.1 

0.67 27.4 
0.24 9.7 

2.44 100.0 
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( 1) 8\ of total 

(2) 5\ of total 

(3) 20\ of total 

(4) 8\ of total 

(5) 40\ of total 

(6) 8\ of total 

(7) 10\ of total 

(8) 20\ of total 

(9) 33\ of total 

(10) 15\ of total 

Source : OECD, Development Co-operation, 1984 Review, p. 203; and own 
calculations 

As a conclu~ion of this section it should be recalled that exact information 

on the share of net external financial flows to SSA that gees to the 

manufacturing sector cannot be given. The main reasons are that a 

large proportion of financial flows cannot be ge.Dgraphically and/or 

sectorally allocated that for different financial flows information is 

confidential and that sectoral allocated data refer only to commitments 

or gross disbursements. So, estimations will always be necessary and 

only more detailed information could improve further the estimations 

performed here. It has been estimated that about 8\ of ODA is related 

to industry, while for non-concessional flows this proportion might be 

of the order of 25\. On average, about 15\ of total net disbursements of 

external capital is d9dicated to the manufacturing sector. 

4.3. The benefit of ODA for the manufacturing sector 

It should be recalled that external finance for industry is initially 

connected with resource flows to other sectors of the recipient economy. 

This argument has to be developed into more detail in order to understand 

the possible benefits of external finance for the manufacturing sector. 

First, investment in other sectors can generate positive effects directly 

or indirectly for the local indus~ry. More directly, for example, the 

constructivn of a railroad built in part by local supplies financed by foreign 

capital benefits the local industry which provides the necessary implements. t-bre 

indirectly, if agricultural projects succeed in increasing th•! income 

level of the average farmer the domestic demand for locally produced 

industrial outputs will augment. Secondly, the availa.bility of funds 

for industry might increase or decrease by the release of funds which 

were already earmarked for certai~ projects. It is known that 
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financial flows can be blurred from its original destination especially 

when they are handed over to the gov.-!rnment or a multipurpose instituti.on. 

This process of "fungiJ";liLy" raises the problem of the establishment of 

clear priorities for i. •• vestment. Only if industrial ievelopment obtains a 

high priority the provision of funds for industri~: investment will not 

be blurred. Third, apart from the "funqibility" of investment funds, 

there exists a phenomenon of "shunting", by which is meant that investment­

tied financial flows are "shunted" into the sphere of current consumption. 

This can occur irrespective of whether financial flows are transmitted to 

government or a private company (1). The intlow of foreign ~apital may 

induce the governments of developing countries to reduce domestic savings 

and domestic investment efforts, planned before the availability 

of foreign capital. There are several indications that 

governments in developing countries have interest in extending their 

current spending in disadvantage of investment. ·consumptional expenditures 

however are less favorable for the development of a domestic industry 

than investment expenditures. This raises the problem of the establishment 

of global investment objectives which comes before the question of what 

proportion of these investment efforts have to be devoted to industry. 

Por all these reasons the use of foreign finance for investment purposes 

is not generating a simple causal benefit for the industrial sector in the 

recipient country. One should take into account the intersectoral 

linkages, the development prioricies 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 the substitution possibilities 

between the different flows of foreign capital and 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 market conditions of the 

moment. 

Traditionally, foreign finance for the manufacturing industry in 

developing countries was in the form of direct private investment. 

The advantage of equit~, is that it is better suited to the conditions 

(1) An interesting article on the question why so many aid flows to investment 

in LDCs did not generate more investment growth can only be found in 

H. Sperber, The efficiency reducing effects of ODA, Intereconomies, 

~arch/April 1983, po. 84-89. "Shunting" is a crucial explanation for hi:n. 
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of manufa=turing firms in develo?ing countries, in a way that variations 

in profits make fixed repayments difficult. However, foreign equity finance 

has become less acceptable to many developing countries because the 

economic control over the investment is in foreign hands and often the 

foreign ownership of domestic assets is incompatible with political 

independence. Private foreign investment requires also equity service 

in foreign exchange which might be difficult when the host country faces 

balance of payments constraints (1). Moreover, private foreign investment 

is clearly concentrated on the larger and more rapidly ;=owing economies 

in the developing countries. In SSA only seven countries were able to 

attrack a net flow of more than $ 200 million between 1978 and 1983, 

i.e. Cameroon, Gabon, Liberia, Nigeria, Angola, Zambia and Zimbabwe. 

Liberia and Nigeria ev~n attrackted more than ~ 1 billion. Paradoxically, 

it was found that these richer develo~ing countries have more strict 

regulations and control on foreign investment taan many of the lower income 

countries of the region, which adopted more liberal policies and regimes to 

attrack foreign investors (very often following the recommendations of 

developed countries or multilateral organisations) only to witness 

the bulk of direct investment being further absorbed by richer neighbour 

countries (2). 

The largest flow of foreign capital to SSA between 1978 ~d 1983 were 

official and officially supported export credits. Export credits have 

the considerable advantage over other types of foreign loans of a fixed 

interest rate, currently around 10\ with minor variations depending on the 

credit worthiness of the recipient country and excluding the additicnal 

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 

voluminous in this period. However, the disadvantage of export credits 

is that the borrower has to buy particular goods in the country offering 

the credit, and sometimes without chaise of supplier firm. Numerous 

examples exist of developing countries which have bought because of 

the credit offer capital goods which were either more expensive than 

the available alternative or inappropriate to the technical specification 

(1) This and many other arguments on the differences in the forms of finance 

can be found in : UNIDO, Types of Finance for Industry, Sectoral Working 

Paper Series No 13, 1983. 

(2) Quoted from : UNIDO, Monitoring Progress made in accelerating indus­

trialization in the developing countries, Third Survey 1981-1982, 

1983' p. 77 
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or required abnormal hi.qh expenses for spare parts, replacement and 

expansion equipment in the future. Another disadvantage is the 

bias introduced by this for.n of finance for capital-intensive production 

methods, as export credits are only available for capital qoods. It 

is vital, t.~erefore, for the borrower to decide first what type of pro­

duction met:.11.od is best suited for the local condi ti.ons, and then 

to seek the cheapest suitable equipment and then neqotiate the best 

method to finance it, since the market for many capital goods is currently 

in favour of the buyer. Looking to detailed figures for SSA, all LLDCs 

except Benin and Tanzania did not receive a considerable flow of 

net export credits between 1978 and 1983. Nigeria received more 

than .f 3 billion or the bulk while most other middle income countries 

were able to finance a large part of their investment (including industrial 

investment) with export credits. 

Another important flow of external finance, however less important than 

in other developing continents, are syndicated euro-credits and other 

internat:ional middle term bank lending. The major advantages of 

these flows are t.~at the money is more rapidly available, linked to less 

administrative constraints, freely disposable and available in a 

wide range of currencies. For instance, Ivory Coast was the first 

country to obtain an eurocredit denominated in SORs in 1981. However, 

the cost is variable and expensive (LialR plus spread plus charges), 

the maturity period is shorter and the access to eurocredits depends on 

the creditworthiness of the borrowing countcy or company. Indeed, inter­

national bank lending in SSA is limited to a small number of countries. 

Between 1978 and 1983 only four countries have received more than f 200 

million : Cameroon, Ivory Coast, Liberia and Nigeria. Nevertheless, for 

the manufacturing industry the advantages of a bank credit are not 

neqlectable because the payback period is usually between the range of 

bank credits, and all the more attractive when the interest rate is on a 

low level. A very interesting formula would be that the gcvernment or 

a domestic financial development institution would borrow eurocredit 

directly and lend it on in domestic currency to manufacturing export­

oriented companies. 

Multilateral loans r the World Bank and the African Development Bank 

which form the majority of the other non-concessional official financial 

flows accounted for a large part of external finance to SSA, especially 

in 1983. These leans are very attractive because the interest rate i3 

lower than for market loans, the matu=ity period is longer and the 
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finar.ce is not restricted to equipment and someti;nes not to a single 

project. The disadvantages concentrate on the lengthy delay in agreeing 

to the terms of the loan, the sometimes linked policy measures imposed 

by the multilateral bank and the high cost in the early yeai:s of 

production of the equalized annual debt service. The distribution 

of these funds over the different countries of SSA has been more equal 

between 1978 and 1983. Many other, also least developed, countries 

have received a substantial amount. Next to the known big absorbers 

of private capital, also Congo, Kenya, ~adagascar, Malawi, 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 t.lie cited countries. 

Although concessional aid has not been used to a large degree for the 

financing of the manufacturing industry, its ..importance for the 

development of the industry in many poorer countries in SSA has been 

vital. The major advantage of ODA is the softness of the financial terms. 

Most of ODA to SSA consists out of pure grants which to some deqree 

have benefited the manufacturing sector, especially in terms of training 

the necessary manpower (vocational training). ODA loans have zero 

er very low interest rates, the repayment period is very long as 

well as the grace period. The large use of bilateral aid for infrastructure 

and public utilities has ~lso a major effect on manufacturing costs. 

There are also disadvantages to a larger use of ODA in manufacturing. ODA 

loans are to a large extent tied or partially tied, are mostly limited 

to provision of expensive equipment which cannot be sold under competitive 

conditions, are biased against small-scale and labour-intensive industries 

and administrative delays can be lengthy. Numerical examples exist of 

calculations where the financial gains from the softness of a loan do 

not offsett additional costs. This can be avoided by calculating the 

true cost of a loan. The recent concentration of the bilateral and 

multilateral donors on LLDCs in SSA in contrast with trte declining 

domestic resources of these poor countries and the small 

access to other flows of finance, has resulted in a high dependence 

of LLDCs on ODA, also for their indu3trial development. Several OAC 

members, i.e. Germany, Sweden and the Netherlands, and ODA have 

recognised the importance of the manufacturing sector in SSA since 1980 

and have provided assistance to the industrial sectors of several LLDCs 

and lower income countries, like Tanzania, Guinea Bissau, Mozambique 

and Mauritius. 
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The inflow of ODA may induce the governments in SSA to reduce 

borrowing at market tenns or reduce taxes. Part of the invastnent 

effect of ODA is then compensated by the decrease in the investment 

finances by loans at commercial terms or by public reserves. Donors 

should be aware of these possible dampening effects. Nevertheless, LLDCs 

will depend for a large extent on ODA for the developMent of their 

manufacturing sector unless new lending methods are especially designed 

for t.11e needs of these countries. The same conclusion holds for the 

develo?Jlent·of small-seal~ industry in the other developing countries of 

SSA, which have maybe an extra :Jpportunity if a dynamic and appropiat.c? 

development bank exists. Lending to small business is traditionally 

associated with high risk, costly administrative pr~edures and much 

inconvenience for small business and aid donors might fill here the 

gap in the financial market. 

To respond somehow to this need OECO organiz~ in ~ay 1984 a DAC meeting 

under the title "Co-operation for Industrial Develo;ment in Low-income 

countries" Cl) • On this meeting the DAC members recognised the 

essentiality of small and medium industrial development for the over­

all development in low-income countries and the need for develo;Eent 

assistance in this field. Three aspects of co-operation were discussed 

the policy framework a.nC policy co-ordination, lessons of experience 

in aid activities in the field and means of increasing the contributions 

of domestic and foreign private enterprise. On the policy matter 

participants subscribed the leading role of the World Bank and IMF in 

the provision of competent policy advice based on comprehensive country and 

sector studies, but they should also organize broad economic and 

industrial dialogues with developing countries and donors, which would 

facilitate aid-coordination. In reviewing assistance programmes it 

was found t~at too many efforts were dedicated to vocational training, 

which will net in itself create jobs. Lack of investment is seldom 

the primary deterrent, but the lack of an intermediation through a developmer 

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 lccallv appropiate 

technologies, working directly with operating small enterprises, has 

proved to be more effictiv~ than high-cost technology c&ntres. On the 

promotion of the private entreprise it was found crucial that the 

(1) The conclusions of the meeting are summarised in : OECO, Oevelopment 
Co-operation,, 1984 review, pp. 1•3 -153 
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domestic government could maintain positive real interest rates. Joint 

ventures are difficult in low-income countries. So, other forms of 

collaboration, such as technology licensing and service contracts need to 

be promoted more in the future. Priority in financing of industry in 

•.:he economically distressed low-income countries currently should be given 

to rehabilitation of existing and underutilised enterprises with good 

prospects of productive operation and to the provision of working 

capital to such canpanies. 

Concrete actions as a result of this meeting have not been taken. As many 

other DAC meetings, only an interchange of experiences and views was 

on the agenda. It can be doubted that new mechanisms of finance can 

result from it. 

4.4. The Dutch example 
• 

To conclude this survey, some =eference can be done to the dutch inventory 

of industrial projects between 1976 and 1983 (1). All projects of 13 

"concentration" countries, of which five belong to SSA, financed by 

the Dutch official bilateral aid, have been inventarised as well as 

aid flows by the Dutch development financial cooperation (FMO). Two thirds o_f 

official pilateral aid was directed to these 13 countries. Of these flows 

only 11.4\ or ~787 million ~as destinated to the manufacturing sector. The· 

five countries of SSA received 48\ of these flows although they recei'led 

only 29\ of total official bilateral aid to the 13 concentration countries. 

In other words industry obtained a higher than average preference in the 

fit·e countries of SSA (Burkina Faso, Kenia, Sudan, Zambia and Tanzania, 

the last one as the most important receiver of industrial aid) • 

Including also the grant.s and loans of FMO to the countries of SSA total 

flows have balanced around an average of ~ 50 million between 1976 and 1982 

with an exceptional decrease to J 13 million in 1983. 

(l)Inventarisatie industriele ontwikkelingsprojecten, 1976-1983, 

Memorandum, Directoraat-Generaal Ontwikkelingssamenwerking, 

Ministerie van Buitenlandse Zaken, 1984. 
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5. THE IMPLEMENTATION OF 7BE INDU5rRITU. DEVELOPMENT DECADE FOR AFRICA 

5.1. The objectives of the Industrial Development Decade for Africa (1) 

The programme for the Decade, as prepared by the secretariats of 

ECA, OAU and UNIDO, comprises a preparatory phase (1982-1984} and 

an implementation phase (1985-1990). During the preparatory phase, 

regional, subregional and national industrial strategies and programmes 

were realigned or established in accordance with the objective of the 

Lagos Plan of Action, while African industrial development was re­

oriented towards self-reliance and self-sustainment. Among the 

specific activities undertaken during the preparatory phase were 

preparation of a coherent and internally consistent set of national, 

subregional and regional :!?Qlicies mas~er pla~ and programmes; 

popularization of the programme for the Decade; elaboration of 

investment programmes and projects; preparation of an industrial 

manpower development plan; adoption of policy instruments to foster 

intra-African industrial co-operation; establishment of an African 

industrial consultation negotiation, and arbitration mechanism within 

the framework of the Final Act of Lagos. 

The implementation phase, as the name indicates, will be concerned 

with the implementation of industrial projects and other activities 

defined during the preparatory phase. It will encompass the identification 

of technical partners and the preparation of joint feasibility studies 

as appropriate, as well as the mobilization of financial resources. 

At the national level, emphasis will be placed on training and wor.k 

force development and the improvement of skills related to factor inputs. 

These endeavours will be matched by research and development activities, 

and the strengthening of the institutional infrastructure for 

industry. In all these fields, support from the international community, 

especially the United Nations organizations and agencies, will 

be essential. 

The programme itself covers a broad range of subsectors : food 

processing, textiles, forest-based industries, building materials and 

(1) Taken from UNIDO, Fourth General Conference of UNIDO, Item 6 The 

Industrial Development Decade for Africa. Background paper, 

January 1984, pp. 10-12. 
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construction industries, ~etallurgical industries (with special emphasis on 

iron and steel, aluminium, copper, lead, zinc and tin), chemicals (with 

special ~mphasis on ammonia, nitrogenous fertilizers, potash fertilizers, 

pharnaceutical ingredients, traditional medicine, and biomass-based 

chemicals), engineering i.~dustries (mechanical, non-electrical and 

t:rar.sport equipment, agricultural emplements, machine tools, foundry and 

forging facilities), small-scale industrLes, major factor inputs and 

raw materials. 

Since no country is so endowed with natural resources, finance and 

technical capabilities that it can cov~r each priority, it is essential 

that a certain development focus be set. It would be impractical for 

countries to endeavour to launch out on a wide range of industrial 

activities, irrespective of their strateJic: significance, since such 

an approach would over-extend already limi t•!Ci resources . Instead, 

countries are encouraged to focus their attent~n on priority or core 

projects and to appraise their existing production facilities, particularly 

those that are underused, so as to revive those that are linked to 

the core industries appropri"te to the country. 

A distinction is made between resource-based and engineering-based core 

industries. The former are defined as industries using domestically 

available resources, which constitute a nucleus providing basic 

inp~ts into industry and other priority sectors and/or producing goods 

and services to meet basic needs. The latter are defined as the minimum 

set of engineering industries, which enable a countrf or group of countries 

to meet its most basic engineering requirements and make optimum use 

of available resources for the servicing of both industry and other 

priority sectors (agriculture, transport and communications and 

energy) in terms of equipment, spare parts and components. 

Resource-based industrjes depend primarily on the exploitation and complete 

vertical integration of the subregion's natural resources, including energy. 

Once established, they have significant up- and down-stream linkage 

effects in respect not only of other industries but also of other 

sectors of the economy. The engineering-based core industries provide 

inputs to resource-based industries and all economic activities. 

Whereas their development depends primarily of their own reproductive 

ability, it also depends, ultimately, o~ the products of metallurgical 

and chemical (resource-based) industries for the production of tools, 

implements and capital goods. Some engineering-based core industries 

call for the mass production of parts and components. This usually 

exceeds the scope of a single country's capabilities and markets, and 



such industries are well suited to subcontracting arrangements and 

hence to multinational co-operation. 

The importanc~ of core industries derives from the fact that they 

permit the concentration of resources upon certain subsectors, thus 

ensuring the maximum impact upon the economy. They also facilitate 
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the transfer of skills and experience to other sectors, while manpower 

and technological programmes are predicted upon specific priorities 

rather th.an generalized needs. An intersectoral and interdisciplinary 

approach is a basic requirement during the programming and execution of 

core projects, while the development of national capacities in the 

following areas is equally essential : project preparation services in 

connection with the undertaking of feasibility studies, project 

monitoring and evaluation, technical training and management consultancy 

procurement, finance and marketing services in respect of machinery 

and raw materials, product development and desig,p services, including 

standardization and produr.t adaption, technological and engineering 

advisory services related to plant layout, process planning, equipment 

selection, production and quality control, material control and inspection. 

Efforts at the national level will be matched by endeavours at the 

subregional level to : prepare sectoral policies and programmes within 

strategic core industrial branches, identify major core industrial 

projects of interest to the countries in the subregion or region, 

strengthen or establish institutions in the subregion or region whose 

object is to promote industrial integration. Emphasis should also be 

given to the establishment of multinational production enterprises and 

appropriate multinational co-operation arrangements, supplemented by 

intergovernmental agreements. 

5.2. Financing the Decade Programme 

The Decade Programme has estimated the volume of investment in selected 

branches of industry during the Decade in order to approach self­

sufficiency and self-reliance and the target share of 1.4\ in world 

industrial output by 1990. The estimates are called to be conservative in 

view of the current balance of payments deficits of almost all African 

countries. The calculations add up to about .$20 billion annuallv or a 

total of some i 140 billion. It should be noted that these figures refer 

only to industrial investment and do not include investment in 
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industry-related economic sectors (1). It was also expected that the 

majority of these funds could be mobilized by internal financial resources 

through the implementation of fiscal, financial and industrial policies 

which stimulate savings and investment. Since Africa is currently more 

dependent than other regions on the import of capital equipment and 

that domestic savings will never be large enough to finance the 

necessary massive investmen~, an enormous gap in foreign exchange 

requirements will remain. New mechanisms to recycl6 the financial 

surplus of both the North and the So.ith will be required (2). At the 

same time, the rate of foreign exchange outflow should be reduced, 

especially by the expan3ion of indigenous consultancy s~rvices. 

With the preparatory phase coming at an end, it was found that the major 

constraint to initiate the Decade Progranme ~'!lllains the shortage of 

funds. At present, fixed investment in African countries shows a 

negative growth. This trend does not only undefmine growth prospects 

in the short ~n but it also prevents a faster pace of structural 

and technological development. Domestic savings in Africa wey~ reported 

to decline because export earnings which are crucial for the domestic 

savings rate have decreased. Since the restoration of export earnings 

depends on the international economic and trading environment, which 

is not expected to change quickly and drastically in a positive way 

for the African countries, the heavy reliance on foreign exchange transfer 

will continue. For the low-income countries, which form the majority 

of nations in SSA and whose savings rate rely heavily on the export of 

one or two primary products, ODA constitutes a main element in financing 

the imported content of fixed investment. A substantial increase in 

ODA and some reorientation towards the industrial needs is of particuiar 

importance to them. 

Because private financial flows to middle-incomn countries of SSA have 

decreased so dramatically since 1983, the more ambitious investment 

plans developed for these countries are at stake. Private multinational 

indust;:y seems to be less convinced than the African authorities of 

the vaste human and natural resource potential offered by SSA. The 

international banking sector has serious doubts on the future repayment 

capacity of these countries. 

(1) UNIDO, A Programme for the Industrial Development Decade for Africa, 

1982, p. 32-33; 

(2) Under this objective the proposal for setting up an International Bank 

for Industrial Development, can be considered as an institutional device. 
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In short, in both low-income and middle-income countries the financial 

prospects of domestic savings and external inflow of capital are grim. 

It could well be appropriate for international organizations and African 

countries to scale their industrial investment plans down, unless massiv~ 

financial and technical assistance from the international c?llllllunity and 

private sector can be assured in the near future. 

6. DONORS'POLICIES ON INDUSTRIAL BILATERAL AID TO SSA 

6.1. Donors' interests for the manufacturing sector in SSA (1) 

Following the conclusion of tne DAC meeting on "co-operation for 

industrial development in low-income countries", it can be accepted that 

DAC members recognise the need to increase and diversify the productive 

capacities of ::he manufacturing in low-income countri.es and in SSA, 

the main regional focus of low-income countries. However, they also 

are aware of the many ingredients and impediments to the industrialisation 

process of these countries. In the past ~Yperiences of indust~ial co­

operation in the low-income countries were not always positive. Moreover, 

in countri~s where several donors were active in industry, problems of 

aid co-ordination were acute. It should also be recalled that fP.w DAC 

members have systematically assisted the industrial development in one 

vr more countries of SSA, through ODA loans or grants. The main countries 

are without any disc~ssion, Garmany and Sweden. Germany, through its 

Agency for Technical Co-operation (GTZ) has offered technical and 

business management advisory services for industrial development 

in many African couneries. Al~o long-term advisory services in 

industrial planning activities and programme p1·eparati.:m have been 

provided tn several countries, e.g. Niger, Senegal, Rwanda, Bur~ndi 

and S:Jmalia. Induntrtal vocational training and appropriate technology 

dissemination has been organized by the German GTZ in many of those African 

countrie3. Together with the Germa~ D~velopment Finance Instit~te (KfW) and 

the German Finance Company for Investment (DEG), the GTZ 

( 1) Most exar,1ples are taken from : OECD-DAC, Cc:,-operat.i:Jn for .industrial 

Development in Low-Income Countries, Note by the Secretariat April 

1984. 
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has been providing finincial andtechnical assistance to the newly 

formed development banks in Africa. The Swedish SIDA and SEDFUND 

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 1 15 billion, to facilitate 

contacts between Swedish and local firms in the area of technology 

transfer. Next to Tanzania, a large Assistance was provided to t.~e 

manufacturing sactor of Guinea-Buissau and Mozambique. They 

also co-financed the Kenya Industrial Estates together with Germany, 

Norway, Denmark, IDA, UNIDO and I!.O. Swedfund has been very active 

in the promotion of co-operation between small and medium-sized firms 

in Africa and Swede.1. The French have had a traditional interest in 

industrial co-operation with the French-speaking countries of Africa, 

following in general the commercial spirit. Joint business ventures 

have been promoted in many countries. In CamellOon, a successful project was 

developed with IDA to support small and medium-scaled enterorised through the 

Cameroon Development Bank. Japanese assistance to industry in SSA 

concentrated on training programmes or the establishment of training 

institutes. For example in Kenya Japanese aid was used to create the 

Kenyatta Agriculture and Industry University. Also the United States 

Agency USAID has been active in private industrial development. It 

has set up the African Enterprise Programme to assist small business 

in the Entente Council, made up by Benin Ivory Coast, Niger, Togo and 

Upper Volta. The USAID through Lts Bureau for Priv~te Enterprise has 

developed new initiatives, e.g. a portfolio bureau, to improve private 

sector co-operation. In Kenya USAID has started a project to develop 

agro-business. 

Support for industrial development in SSA has also been growing in 

multilateral development financing institutions. The African 

Development Bank (ADB) had up to the end of 1982 provided nearly 

j> 600 million or 15\ of its total lending volume t~ the indust~ial 
sector in Africa. For the periorl 1982-1986 ¢ 1 billion has beer. 

earmarked for industrtal investment projects, including a significant 

portion for small industry development. Loans were also directed in 

the past to the r~habilitation and modernization of existing 

enterpri~es rather than ~he creation of new ones. The world sank 

( IBRD and IDA) has also been concerned with the industrial sector in 

the countries where a Structural Adjustment Loan has been provided, e.g. 

Ivory Coast, Senegal, Mauritius and Kenva). In these countries the 

reform of the jndustrial policv has been the central focus. In Zimbabwe, 



- 53 -

the development of industrial exports has been given specific support. 

Other operations in the irrlus.trialsector have continued to emphasize 

institution-building and to focus on the finar.cing of small and medium­

size interprises, coordinated in part by the World Bank Steering 

Group on Small-Scale Enterprises Development. In view of the deteriorating 

overall economic situation in almost all cou1.1tries the financing of 

new industrial projects has received a lower priority than providing 

financial support for existing programs. The International Finance 

Ccrporation (IFC) has promoted the growth of private investment in 

SSA by providing financial, technical and managerial assistance. IFC's 

operations in SSA form a little over 10\ of IFC net commitments 

( $ 46 million in 1983) • As the proportion in the number of investments 

is almost double, investments of IFC in SSA is concentrated on small 

enterprises. The present environment in SSA is generally qualified 

by IFC as non conducive for the operation of p.c.ivate enterprise and 

for new investments in particular. 

The EEC has also attached importance to industrial co-operation 

in SSA, with special emphasis on small and medium-sized firms. 

Already under Lome I various forms of co-operation were included such as 

develo~ent of infrastructure, contributions to new manufacturing 

industries which process local raw materials and industrial training 

schemes. The financing of productive investment projects was the 

responsibility of the European investment Bank, with some risk capital 

also provided by the European Development Fund. In addition, the Centre 

for Industrial Development (CID) was set up to assist the ACP countries 

in the promotion of viable industrial projects. Under Lome II, the 

initial support programme was strengthened and further developed. The 

CID was reoriented towards technical assistance in the technology adaptation 

feasibility and adaptation studies, relocation of used industrial plants, 

assistance in joint venture operations and identification of ~ources 

of finance. EIB increased also its industrial co-operation with 

ACP countries. Some 30\ of its rotal lending was channelled to 

financial intermediaries destined for loans to small and medium-scaled 

enterprises. UNDP is currently funding many small- and medium-scaled 

industrial projects in SSA, mainly executed by UNIDO. Also FAQ, ILO 

and UNIDO are active in the field of manufacturing industries in SSA 

using own resources. Although all these efforts for the development 

of the manufacturing industry in SSA add up to quite an impressive 

effort of development assistance, this is rather inferior in comparison 

to what is done in other sectors like agriculture or health and also 
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inferior to the efforts performed for industrial development in some other 

developing regions. If it is a priority for both donors and countries 

of SSA to increase the industrialisation process, a reconstruction of 

aid programmes will be necessary. 

6.2. The concern for the domestic economy 

A new empirical study confirmed the general impression that 

bilateral aid allocatio~s are made largely (for some donors) or solely 

(for others) in support of donors' perc~ived foreign economic and 

political interests. By contrast aid flows from ~ultilateral sources 

are allocated essentially to compensate for shortfalls in recipient 

country's resources. During the 1970s, there has been a substantial 

shift in the compositions of total aid flows fr.om DAC members away from 

donor interest aid towards recipient need aid, which resulted from 

a shift towards multilateral aid. However more recently shifts in aid 

motivation have apparently reversed. Some major donors, particularly 

the United States, have been using bilateral aid more gently as an 

instrument of foreign policy and also real cuts in·cont.ributions from 

DAC members to multilateral aid agencies have occured. The stagnation 

in UNDP funding and the difficulties about the replenishment of IDA can 

be cited as the most striking examples of the last trend. Unless these 

more recent trends are reversed, the relative balance of aid motivation 

will shift further away from recipient need considerations (1). 

Since the beginning of the global recession in the 1980s donors have 

been more concerned with the possible positive effects of aid on the 

domestic economy. Especially the employment argument of aid has been 

used more in the recent past. Empirical studies of t~e effe~ts of ODA 

on the domestic employment for Germanv and the United Kingdom have proved 

that at least in these two countires every unit of money spent on 

development aid returns back to the domestic economy in full, 

directly or indirectly, and creates jobs (2). The temptation to increase 

(1) These were the most important conclusions of : A. Maizels, M.K. Nissanke, 

Motivation for Aid to Developing Countries, World Development, 

Vol. 12, N° 9, 1984, pp. 879-900. 

(2) D. Schumacher, Development Aid and Employment in the FRG, in : 

Intereconomics, May, June 1981, p~. 122-125; R.S. Mav, N.C. Robson, 

The UK r>evelopment Aid Programme and t.he Dutch Domestic Economy, in 

Intereconomics, January/February 1982, pp. 20-25. 
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the flowback has always been there, but recently some donors have 

defended tied aid as a mean to increase business opportunities. 

Italy has openly defended tied aid and has initiated a large 

programme fueled also with private funds. According to a recent 

article also other donors are testing the ground for more tied aid 

Austria, Canada, Belgium, Finland and Norway {l). Precisely in 

the smaller countries pressure groups call for a commercial-linked aid, 

because the flowback of aid money to industry in these countries is 

smaller than one. The larger countries with a higher return - UK, 

Swit erland, Germany. Japan and USA - strongly oppose this trend. 

Only the Netherlands as a luw return country belongs to this group 

of opponents to tied aid. The experiment of UNDP, started in 1982, 

to open three special funds for tied aid, has put this discussion 

on the front. 

It must be clear that industrial co-operatioa is very sensitive 

for the donors' domestic interests. One should also not be 

surprised that aid and trade get mixed up more and more. The recent 

upswing of associated aid, discussed in sector 3 can be recalled 

in this context. The need for guidelines and agreed procedures, not 

only concerning non-concessional aid flows but also ODA loans, is 

obvious in order to avoid a further competition in aid. The call 

for aid coordination and information exchange, especially what concerns 

SSA,may also help to reverse the perverse trend. 

Similarly, the trend in many donor countries to increase industrial 

aid programmes must also be interpreted by the growing pressure of 

the domestic industries for more co111D1ercial opportunities. It seems 

that such a phenomenon is taking place in most donor countries at the 

same time. It even occurs in the Netherlands, traditionally the most 

vociferous opponent of tied aid. This is the subject of the next 

heading. 

6.3. The Dutch example 

In 1984 the Dutch bilateral development co-operation policy was 

(l) The Economist Development Report, July 1984, p. 11. 
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changed quite drastically (1). Less emphasis will be placed on 

creating new welfare services and more on increasing the productive capacity 

in order to qenerate income and job opportunities in the poor developing 

countries. A more businesslike approach to development activities may 

help ensure the survival of these countries. Projects and existing 

instruments will be streamlined in a multi-year plan based on two 

programmes : rural development and industrial development (each 

incorporating the necessary infrastructure). Aid will also be limited 

to ten target countries, of which three belong to SSA, two regions in 

SSA - the Sahel and Southern Africa - and Central America. In tb.ese 

programmes the knowhow and experience of Dutch industry will be applied. 

Conditions have been prepared to assure the interests of the recipient 

countries and this for each instrument of the development assistance. 

Moreover, the conditions are put in very qualitative terms, so that 

alternative interpretations remain possible. More collaboration has 
• 

also been sought with the World Bank. A mission of the Ministry of 

Foreign Affairs and private enterprises to Washington last year agreed 

to channel 4 200 million in projects, identified by the World Bank. 

Also a special s1.1pport for the SSA-i;>rogram of the Bank was approved. 

7. SUGGESTIONS FOR FURTHER ANALYSIS 

7.1. Suggestions for more data collection 

First of all, the available data provided by OECD on the commitments 

of official development assistance to the manufacturing industry in SSA 

could be further analysed. The sectoral division and the change in 

priorities could also be studied. A closer collaboration with OECD 

would certainly result in new data on other financial flows to the 

manufacturing industry which would improve the estimates made up to 

now. 

Nevertheless, one should not be too optimistic abvut the possibilities 

of further improvement of the data. Most information is partial and/or 

Cl) Informatie Ontwikkelingssamenwerking, Voorlichtingsdienst ontwikkelings­

samenwerking, Ministerie van auitenlandse Zaken, Nederland, ~ay 1984. 
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confidential. Moreover, it is always limited to commitments and not 

to actual disbursements, net of repayments. 

7.2. Suggestions for a review of donor's policies 

The study already came to the conclusion that the aid policies of 

donor countries is changing in the 1980s. It should be very 

interesting to evaluate t.~ese changes with reference to the manufacturing 

sec~_r in SSA. Furthermore, the reformulation of aid policies is 

accompanied in many countries by a statistical inventory of assistance 

in the past. The Dutch example is not unique. A donor-based study 

can be oriented on many interesting topics, which could not be met in 

the present study. For instance, the changes in project formulation, 

the different financial instruments, the var:iAtion ih terms of finance 

and the considerations about intersectoral linkages. Such a kind 

of study would imply personal contacts with all major donors, the 

preparation of questionnaires,i~terviews with various officials of 

donor organizations and a considerable manpower and computer facility. 

7.3. Suggestions for a sample of country studies 

At least as interesting as the former analysis, a study on the 

relationship between ODA and manufacturing could be performed for 

a number of African countries. The selection of these countries 

could be realised on the basis of different criteria a large 

ODA input, availability of statistical data, a large manufacturing 

industry, a positive policy towards manufacturing, a special interest 

by UNIDO. All ODA projects with direct benefits to manufacturing 

could be identified and evaluated, against the overall performance 

of the industry. Particular interest could also be directed to the 

capital formation process in the country and the ultimate importance 

of foreign finance in this process. An example of such an analysis, 

however only on a macro-economic basis, was performed by Skarstein for 

Tanzania (1). 

Such a study would also make the necessary link with changes in the 

(1) R. Skarstein, Some notes on foreign aid and economic growth in 

Tanzania in the 1970s with particular emphasis on the manufacturing 

sector. 
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domestic policy towards industry and the industry related economic 

sectors. 

The country studies can be performed separately and would call for 

close collaboration with the corresponding UNIDO sections, the 

local authorities and other donor organizations active in the 

selected countries. 

7.4. Suggestions for a survev of new financial instruments 

Following the important conclusion that present financial flows to 

SSA are not appropriate to finance small and medium industrial development 

in low-income countries, it could be very interesting to review 

initially new forms of finance initiated in the last year by bilateral 

and multilateral organizations. ODA can play a crucial rold in t.~is 

process, but also new forms of direct investment, portfolio investment 

and bank lending supported by governmental organizations are essential 

instruments for the development of small industrial business. 

Such a study would imply personal contacts and information access to 

special governmental organizations of various donors, both bilateral 

and multilateral. 
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N. B. The studies of the World Bank exclude the following small countries 

Comoros, Djibuti, Equatorial Guinea, Sao Tome & Princi~e and 

Source 

Seychelles. Also the French overseas possess1ons (~avocte, Reunion and 

St. Helena) are left out of the analysis. 

The World Bank, Toward Sustained Development in Sub-Saharian Africa, 

A Joint Program of Action, 1984, p. 23. 



Table 5 The Drought Affected Ccuntries in SSA 

Drought-affected ar.d food-a1d-de~enaent countries 

l. Angola 
2. Benin 
3. Botswana 
4. Cape Verde 
S. Chad 
6. Central African Republic 
7. Ethiopia 
a. Gambia 
9. Ghana 

10. Guinea 
l.l. Guinea-Bissau 
12. Lesotho 
13. Mali. 
14. Mauritania 
15. ~ozam.b1que 

16. Sao Tome and rrincipe 
.L 7. .l:>enf!9al 
18. Son:al la 
l!:I. Swazilan<i 
20. Togo 
2J.. Ur l tt!d Republic of Tanzania 
22. Upper Volta 
23. Zambia 
2~. ZllDbabwe 

25. Cameroon 
26. Comoros 
27. Dj lbOuti 
28. Ivory Coast 
29. Morocco 
30. Ni9er 
31. N19er1a 
32. Sudan 
33. Tunisia 
34. Zaire 

Other drought-affected countries 

Source United Nations, Economic and Social Council, Critical Situation in 

Africa, Note :iv the Secretar:.'-Genera1 , June 1984, .9. 19 . 
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Table 6 SHARE IN TOTAL ECONOMIC ACTIVITY 

OF lotANUFACTURING VALUE ADDED FOR INDIVIDUAL COUNTRIES OF SSA, 

1973 AND 1981 ( AT CONST.Mlr PRICES) 

I I 
ContrlbUtlon Share 

J 
to African I/NA Of WA In GDP 

Country or area 

Percentage 

1973 1981 1973 1981 

Africa 100.00 100.00 9.22 10.72 

.\ lger-la 8.15 8.79 8.34 9.21 
Angola 2.19 0.53 6.94 3.99 
Benin 0.30 0.17 7.92 6.65 
Botswana o. 11 0.35 5.31 1t.84 
Burk 1 na-Faso 0.72 0.62 13.83 13.86 
Burundi 0.33 0.31 10.83 1t.54 
ca.roan 2.08 2.24 10.16 11 .36 
~De Verde O.OJ 0.03 6.07 6. 10 
Central African Republic 0.37 0.24 12.92 13. 13 
Chad 0.43 o. 19 • 11.51 7.53 
Comoros 0.04 0.02 . 7.07 5.34 
Congo 0.41 0.29 7. 14 7.63 
Egypt 14.42 17. 77 17.85 17.31 
Eauatorlal Guinea 0.04 0.01 5.49 5.28 
Eth1001a 2.24 t.89 10. 73 10. 74 
Gabon 0.63 t. 15 6.21 9.41 
Gambia 0.07 0.02 6.48 2.52 
Ghana 4.58 2.88 12.95 14.09 
Guinea 0.33 0.25 4.37 3.76 
Guinea-Bissau 0.01 0.01 1 37 t.53 
Ivory Coast 3. 12 3.94 12.97 15.59 
Kenya 2.64 2.76 11. 77 13.34 
Lesotho 0.07 0.06 5.69 5. tt 
LI ber- ta 0.22 0.19 4.88 5.63 
Libyan Arab Jainantrlya t. 26 2.28 I. 21 3.52 
Madagascar t.53 0.91 11.65 10.05 
Malawi 0.52 0.54 12.23 12 55 
Malt 0.36 0.31 9.66 8.64 
Mauritania o. 14 o. 14 5.04 6.29 
Maurtt tus 0.57 0.83 13.91 20.43 
Morocco 9. 74 10. 74 16.89 17 .58 
liloZambllJ,le 3.04 1.19 9.85 7.35 
Nallllbta 0.56 0.53 6.43 6 65 
Niger 0.49 0.36 10.61 6 69 
Niger ta 12.30 18.31 4.74 8. 17 
Reunion 0.33 0.29 3.86 3.63 
Rwanda o. 12 0.47 3.97 13.45 
Senegal 1.64 t. IS 13.37 13.75 
Sierra Leone 0.33 0.23 7. 17 6 46 
Soma! ta 0.32 0.26 9.48 9.67 
Sudan 5. 16 2.40 15.30 7 83 
Swazi land 0.30 0.58 22. 19 23 86 
Togo 0.37 0.21 9.23 8.87 
Tunisia 2.85 3.90 10.24 13.36 
Uganda I. 62 0.1;9 7.37 4.29 
United ReDubttc of Tanzania 1.92 0.83 11.09 5.79 
Zaire 2.47 0.97 8.26 6. 18 
Zambia 2 89 1.89 18 57 16 93 
Zllllbat>we 5.82 5.28 25. 10 26 72 

Source UNIOO, Africa in Figures, 1985, p. 21-22. 
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Toable 3 TOTAL SET RECEIPTS OF ODA BY OEVELOP!1'0G COU:"-liUES FROM ALL SOURCES BY REGION ANO INCOME GROL?S 

,.,_...ti '-I OOA !,..,_..ti 511... OOA A- OOAu-tl i ~ .p_.-
. OAC~ ,.;:.:..":., 

_ ... -..... GNP .... c:qna ,. ,ts :icr .:.a ll_l_G_ .... ,.,,11-· :tn/1'1 :99%.'U t9'!:U :91:. u 1-s1"1 ,,. .. ·r~-1: j •:-21u ·~1 l ""1-. 191•rt 1971/'"I 1?11. u 

' ' ' ' ' 
I I 

ASIA 27.2 :1 . .5 27.2 69.6 .. ., 7.S I 1.0 !l.S 390 .&.! . . . . . . . . ............ .. _ 
Law-I- C0&£'1triu• .... - ..... . . . .:?3.l 24.6 I 22..l 64.-' 6.2 3.0 1..: I.I JOO ].5 

of"'lricit: lncha . . . ............. 6.7 u 

I 
3.1 :o.9 l.6 6.0 I 1 . .: l.O :so i.6 

• Pakistan ... . .. - .... 3.2 J.2 2.L !.S 0.1 6.6 
I 

J.S 2..5 :;ao !.9 
Banaladall .u 4.8 ""·"" !.I ... 6.6 I:?.~ 10.7 I-'O J.I ........... ..... 

I lndont:N 1.1 3.2. .u 
"'·"' 0.1 i . .& t.J 0.9 580 "' .. ... . . . . . . . . . . I· ·' 

lndochi.u• ... . . . . . . . . . . r.9 O.T 0.7 !.O 0.2 -1 t.6 I .5.-' u 190 S. I 
I 

Sri Lanka . . . .......... I L.&. l.7 2.0 0.4 0.4 u.s 

I 
9.5 9 .l 320 H 

Cltiaa .... - .......... 2.l 3.0 2'J..4 0.6 - o.z 3IO +5 

r.- .41id4k·l- COlllltriD ......... 2.l 3.l 3.9 2.9 o.s lH t.0 I.I 810 J.S 
~cs ............. 1.1 l.S 2.0 1..5 0.4 ! 1.9 1.0 LO 820 j.l 

- ............. l.l LO 1.9 1.4 0.4 IS.9 1.0 1.2 800 .a.I 

Ufll#' .Willd/,.f_ Counuia - - ....... 1.6 0.1 0.9 2.l 0.2 -7.4 0.3 IJ.1 2 -'JO 6.-4 

St:~AHARAN AFRICA ............ :5.4 JO.O 29.6 II.I 1.6 10.l 3.8 4.J SIO • -0.S 

1.ow-llll:OIM Countria .............. 20.6 2.5.2 Zl.2 7.6 6.-& ! 1.2 7.1 1.-4 310 -1.6 
of ..,lricJI: Sahel ifOllP' ........... 4.9 .&.8 4.J 0.9 1.3 6.2 16.6 17.0 270 --0.2 

Sudan . . . . . . . . . ..... u J.J 2..4 0.6 0.8 Z4.9 4.1 9.S -'SO 2.J 
Tanzania .......... - .. 2.1 2.S 2.1 o.~ 0.6 !0.7 10.7 12.S 280 0.0 
Zaire . . . .............. 1.6 1.l 1.4 0.9 0.3 Z.& 6 . .5 6A 190 -2.9 
Kenya ............... I.I 1.7 2.1 o.s 0.4 16.6 4.1 7.3 390 0.6 
Ethiopia ........... 0.7 0.9 LO l.0 0.2 12..0 J.9 S.I 140 o.s 
Somalia IA l.S 0.8 o.r 0.4 8.0 2.5 ., J9.6 290 -0.l .................. ·• 
Gbua . . ................ 0.6 o.s o ... 0.4 . 0.1 J.9 3.3 2.9 3~0 4.0 
R-.aacla .................... o.s o.~ 0.6 0.2 0.1 6.J 14.2 10.3 260 2.j 

r:.o.- .tliddk·l- COIUUriD - ......... 2.4 2.1 J.J 3.j 0.7 10.0 0.7 0.1 900 0.6 
ofwiticit: umerooa . . . . . . . ....... 1.0 0.7 0.1 O.J 0.2 -G.S S.7 2.4 &JO 3.9 

Ivory Coast .............. 0.6 0.6 0.1 O.J 0.1 -'.l 2.0 2.2 I 120 0.-& 
Nipria . . . . ............ 0.2 0.2 0.1 2.6 x -0.4 0.1 0.1 870 0.2 
Conao ................. 0.4 0.4 0.4 x G.~ 9.2 &.9 s.o I 180 H 

Uppu JIUldk·lncotrW Cormuia ....... 2.4 2.0 l.O O.i o.s 3.5 10.-4 9.7 2 890 -0.-' 
of "'lticit: Reunioa ................. 1.9 1.6 z.s x 0.4 3.l 29.0 21.-' .&010 i}.L 

NORTH AFRICA .t ~!ODLE EAST Jl.9 2.3.l 19.8 S.6 S.9 0.1 1.9 1.2 2 660 2.S 
f.ow·lffCOMI COfllflriU ................. 14.9 1.5 8.2 1.6 1.9 -6.8 l~.J S.6 640 u 

of w/ric/t: Eaypt . . .............. 12.9 .5.7 7.7 1.3 1.-4 -9.4 15.l u ~o 5 . .5 
Loww Jlidd/1-lnc«rw Cacuuria ......... 3.7 .&.4 1.7 0.7 I.I 10.4 5.0 !.6 910 J.J 

Jordan ................ Z.I 2.5 0.4 0.1 0.7 ll.1 17.1 ll.6 l 610 8.3 
~orocco ............... l.6 l.S u 0.6 0.4 6.4 2.6 2.7 870 2.2 

Cl,,,_, M~l#-1- C-na ..... . . . . 13.l I I. I 9.9 ).4 l.S ).\ 0.9 0.6 l 'KIO l-l 
of wit#:/t; IJtul . . . . . . . ...... . . 4.6 4.J 6.9 0.1 I.I 5.J 5.9 5.6 5 090 --0.7 

Syria .... . . . . . . . . . . . . J.7 J.6 0.4 O.l 0.9 6.l 9.6 6.1 I 610 4.1 
Tunisia . . . ............ l.l 0.1 0.9 0.2 0.2 -3.1 u z.s I 370 3 . .5 

AMERICA . . . ..... . . . . . . . . . . . . 10.0 12.1 IU 10.9 3.1 10.9 0.4 0.-4 2 010 1.9 
l.ow-/llCOl'W Cowuna .. . . . . . . . . . . . . l.9 2.S 3.1 0.6 0.7 16.J 4.0 s.o ~so -0.7 

o{twlriclt: Ha1ti . . . ............ o . .s 0.5 0.5 0.2 0.1 7.4 9.7 1.9 JOO LI 
Bolivia . . . ............ 0.7 0.6 0.7 0.2 0.2 5.6 3.7 2.4 570 -0.7 

~ .titiddl1·f11C01M COU/llnu ......... 2.7 J.5 3.8 2.2 o.~ 12.9 0.9 1.0 I ZlO I.] 
of w/riclt: Colombia ............ O.l 0.4 O.J 0.1 0.t 8.2 0.3 0.2 I "60 2.9 

Peru ............ 0.7 0.9 1.2 0 . .5 0.2 14.7 0.9 1.2 l 200 O.i 
Guccmala ............. 0.4 O.l 0.2 0.2 0.1 o . .s t.2 0.1 I 140 I.I 
Ocminican Republic . . . . . . . 0.2 0.5 0.5 1).2 0.1 231 0.9 I S I 330 z..;. 
NiQnaua ............. 0.2 o . .s 0.5 0.1 0.1 24.9 1.9 4.2 900 -3.3 
Jamaica .. . . . . . . . . . . . . 0.4 0.7 1.0 0.1 0.2 11.J 2.S S.9 I JSO -J.2 

UpfM' !ttiddl1·IMDIM Caluurla ......... .s . .s S.1 7.9 8.1 1.4 7.7 O.J 0.2 2 320 2.0 
of twliiclt: DOM· TOM ... . . . . .... 2.6 2.l H )( 0.6 4.0 28.0 22.2 4 JIO H' 

Brull ... . . . . . . . . . . . o.s 0.6 !i.& 3.7 0.2 9.7 O.l 0.1 I 2 240 u 
Surin'Cft ..... . . . . . . . . o ... 0.2 O.l x 0.1 -15 11.1 -4 . .l J 320 s~ 
Chile 0.1 -x -x 0.3 -x - 0.1 . )( I 2.210 -Li ... . . . . . . . . . . . . 
Eaaador .. . . . . . . . . . . . . OJ 0.2 0.2 0.2 0.1 :.o o.s o.s I 3.50 4.0 
Mcm ... . . . . . . . . . . . . 0.2 o . .s 0.9 2.1 0.1 Jl.7 -x 0.1 2 270 2.7 

Et: ROPE . . . . . . . ... . .. ' ....... 1.9 u ~.o 2.6 0.6 12.6 O.l O.l z zoo .:.J 
o{twlucli: Turkey ... . . . . . . . . . . . . 0.1 1.:) 2.6 1.4 0 . .5 J0.4 O.l !.0 I JSO 1.9 

OCEANIA . . . . .. . . . . ....... 3.7 3.9 .S.7 0.1 1.0 ~.o I 16.0 15.1 

I 
I 4!0 o.:: 

o{wlucli: Papua·New Ciuina ........ l.S l.l 1.7 0.1 O.J 3.1 I 17.2 14.1 820 ~.8 

TOTAL ... . . . . . . .......... 100.0 IOO.O 100.0 100.0 2.S.4 6.1 

I 
1.2 1.0 1SO 2.3 

.limo itmu: 
I. Leut·OcY.'°'*1 Countna ... .. 21.0 23.9 19.7 1.6 6.3 9.6 9.7 10.1 230 1.-4 
2. Low-Income Countna ..... .... 61.0 60 . .S .S9.S 74.2 ls.J 1.i u 2.1 310 2.9 

"':'.1- '""C:: 
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Table 9 .. 

lEI' D~ OF ODA TO SUl·So\HARAH AfR!O. BY OONOR; 1973, 19i?-198l 

In S •illions at l98Z pri~ In Perce."ltales of Donor hogra-.es 
and Exchange Rat~ 

.ml Q!2. ~ ill!. ill!. .ill! lm. !fil 12!9. 12!! !ill 198l 
llAC Silateral(l) 

Australia 4 17 2l l6 51 so !l.7 l.Z 4.5 6.9 9.7 9.7 
Aus.;ria l 10 I Zl 14 8 19.l 19.6 6.6 8.6 9.0 6.9 
Bel11i1.m 195 zoa Z06 zoz 196 187 69.5 64.8 66.5 67.l 73.l . 67.S 
Canada 170 ZZ5 zoz 2l4 ZS9 us :9. s 40.4 39 • .& 37.i ~9.6 36.S 
DelllUit 54 89 100 87 llZ 116 54.Z 47.7 53.7 sz.z 58.S 56.0 
Fir&l.nd ll Z8 32 36 4l SS 46.S 75.9 62.S 57.6 61.3 64.7 
France 815 979 1164 1485 l35l 1340 44.0 .&3.4 '4.9 49.7 47.Z .&7.l 
Geruny, Fed. Rep., Zl7 570 SZI 614 656 642 19.8 lZ.6 l0.7 j0.8 32.Z 33.9 
Italy n 18 jC) 85 151 ZZl 19.l 15Z..8(Z) 86.5 60.8 59.8 61. l 
Japan 36 196 ZZl 1% 276 Z71 Z.l 10.9 12.0 9.9 lZ. l 12 • .& 
Netherlands 1Z 236 301 308 297 Z67 17.9 31.3 33.7 30.S lZ.l 38.2 
!'4ev Zealand 1 1 1 0.9 Z.l 3.3 Z.9 o.s o • .i 
Norway 44 132 123 U4 158 166 54.2 50.3 ll..& 57.7 56.S 56.7 
Sweden 105 Z49 229 ZZ6 zso Z58 50.1 ~9.8 50.0 55.0 33.l 56.0 
Switierland "l.1 ll 46 49 60 74 43.9 38.6 39.7 41.Z 44.7 -'6.l 
Uniten ttnadom 268 4Z? 400 380 343 Y.!7 30.7 34.9 40.l j6.6 " ' ·- 40.a 
United States ZS2 468 674 7Zl 630 715 6.5 11.4 16.1 18.9 15.5 lS.l 

Total 2338 3907 ~300 4796 4852 -'896 20.S 28.Z j0.7 n.o 30.3 30.Z 

l4Ultilateral ~enc:ies 

IBAD (Third Window) 40 36 zz lZ • 36.5 36.6 26.0 Z0.4 18.0 
IDA Z04 373 396 sot 666 608 17.S zs.z :?7.Z Z7.l Z8.7 ZS.9 
.~r. l'.'ev. Fund 57 9(' 89 109 144 100.a 100.0 100.0 91.. JZ.6 
EDF 399 680 564 1Z1 58~ 552 66.8 63.S 63.4 57.3 59.4 53.2 
L~ Trust Fund 307 366 4 .iJ.8 Z3.7 0.9 
UM>P 144 147 uz 277 240 198 34.l !3.4 .35.7 -'3.6 41.2 39.6 
00.\ zo zz 8 ~ 31 n 30.6 31.4 38.9 34.3 38.8 35.6 
U?l[CEF 16 17 53 60 60 71 ZC.9 z2.a 23.3 Z9.5 30.1 30.0 
WFP 16 141 165 197 180 Z24 Z2.2 Z6.2 33.Z 37.2 30.3 35.6 
MtCll 31 61 150 141 120 138 90.l 30.0 38.0 38.7 36.6 '1. i 
UNFPA 17 17 18 ZG 17.8 Z0.7 Z3.0 Z3.Z 
Other UN r; so 60 83 61 63 ?6.7 "'·0 45.7 SO.l -'3.1 S3.4 
IFAD l 4 l3 z:s u '1.7 9.0 Zl.S Z5.4 31.6 

Total (l) 907 l9Z7 :091 2174 Zl05 ZlOI Z7.5 36.4 32.3 33.5 34.1 33.l 

OPEC/Anb-Financed. 
i\iencies 40 688 760 707 841 854 1.0 9.S 9.0 9.0 17.1 18.4 

QlAHt) !IJTA1. :szas 6521 ~151 7677 7799 7157 li'.7 Z4.7 Z4.7 Z5.7 za.a !1.9 

1. Ezcludes unaUoca~t.d finds, i..r., not allocated by individual recipient country. 
z. Reflects ~acive a.aunts to other resions (i.e., net outflOlfS) 

~ote: Dashes (-·) indicate chat dw mount is O or less than 1. 

SourcP. OECD, Revie;;'.·,' of trends in external Resource Flows to SSA, 1985, e>. 6. 
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Source OECD, Geograohical Distrit~tion of Financial Flows to Develooing Countries, 

l 98 2 to 1 98 4 • 
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Table n 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.J 5011 .2 5102.7 5097.0 4960.J ! 
ODA by multilateral agencies 1701.3 1970.8 2409.2 2397.8 2278.9 

ODA by OPEC Countries 469.1 564.4 657.1 554.9 670.2 

ODA ~~om all sources 5485.8 6733.5 8077.5 8055.4 8046 .1 

Other official flows 742.4 686.9 1305.3 1162.0 1134 .3 

Export credits 1055.6 1593.7 1661.6 1285.7 1499.7 

Direct investment 498.5 391.4 871.5 1579.0 1944.2 

Portfolio investment 621.3 696.7 1327.2 1558.2 1887.8 

~on-:Qp~ from all sources 0 3286.1 3478.3 5316.0 5683.2 6733.4 

Total financial flows 8771. 9 10211.a 13393".5 13738.6 14799.S 

0 The data for the four different non-concessional 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. 

2255.8 

695.3 

7917.3 

1478.9 

1186. 7 

359.9 

569.5 

3607.6 

11524.6 

It is generally accepted that export credits and other official flows are 

geogra.phically allocable. Through this method 97 to 99\ of non-concessional 

financial flows to SSA were identified. 

Source OECD, Geographical distribution of financial flows to developing 

countries, 1980/1983, 1984; and own calculations. 
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Table 12 External Public Debt and Projected Debt Service 

in Sub-~aharan Africa (in billion dollars) 

C<Ju11tru '(rvup 
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J; 

71 

17 

a. Debt service as a percentage ot e>tports \Jt goods and nonia.:tor serv1.:es. 
b. On e'1stmg debt .alone. 

0.1't ..... ,..., .... 
1985-8:-" 

/,\fF 
<n:tl1t PPG .\fLT 

md-1982 A11111rt1:atll'n {11tt',...,.t 

ll 1 ll i ll 3 
Io -l.-l :!.-l 

., ., 
&.7 :? ~ 

! I t~.3 :; I 

rn :!-I.I.I Ill;" 

-l.l) 11.;" 55 

-

Burden 

frtal IMF 

I.I.I tJ:'. 
n 11 15 

~b UJ 

17"' 
J.l ;" 3 5 

17.3 3.3 

Source : The World Bank, Toward Sustained Development in Sub-Sa~aran Africa, 

A Joint Program of Action, 1984, p. 12. 
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