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EXPLANATORY - NOTES

The followlng symbols have been used in the tables throughout the report:

Three dots (...) indicate that data are not available or are not
separately reported

A dash (-) indlcetes that the amount is nil or negligible
A full stop (.) 1s used to indicate decimals
A comme (,) is used to distinguish thousands and millions.

Use of a hyphen (-) between dates representing years, e€.g., 1956~1959,
signifies the full period involved, including the begimning and end years.

References to "dollars" ($) indicate United States dollars.
The term "pillion" signifies a thousand mitlion.

Details and percentages in tables do not necessarily add to totals, because
of rounding.

Certain abbreviations have been used: IBRD for Intermational Benk for
Reconstruction and Development; IFC for Internationsl Fipaneial Corporation;
IMF for Internstional Monetary Fund; EEC for Furopean Economle Community; OREC
for Organisation for Buropean Econcmlc Co-operation. "Rhodesis and Nyasaland”
stands for the Federation of Rhcdesla and Nyasaland.

Date for the Union of South Africs (since 31 May 1861, the Republic of
South Africa) cover transactions of the Union and the territories of South-West
Africa, Basubtoland, Bechuanaland and Swazlland.

The designations employed and the presentation of material in this
publication do not imply the expression of any opinion whatscever on the part
of the Secretariat of the United Natlons concerning the legal status of any
country or territory or of its authorities, or concerning the delimitation of
its fromtiers.
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FOREWORD

Tn its resolution 1522 (XV) of 15 December 1960, the General Assembly
reguested the Secretary-General to prepare an annual report on the extent of
progress towards increasing the flow of international asslstance and capltal to
the under-developed countries s0 as to reach as soon as possible epproximately
1 ﬁer cent of the combined national incomes of the economicaily advanced countries.
Earlier, through 1ts resolution T80 (XXX) of 3 August 1960, the Economic and
Social Councll requested the Secretary-General to assemble date and related
information which would facilitate the study of the international flow of public
and_private capital, varticularly to the under-developed countrieg. The present
feport has been prepared 1n response to both these resolutions.

For the infernational flows relating to the developed and under-developed
countries, estimates have been derived ﬁainly Prom the balance of payments
statements. For the centrally planned ecomomies, since balancé of peayments data
are not avéiléfle, estimates of economic sssistance refer to commitments mede by
contributing countries. In the balance of payments statements, long-term cepital
flows are defined as iunvestments without méturity, or maturing after one year.

Definitions‘and countrf coverage in this report differ in some respects
from tﬁose in "Internationel economic assistance o under-developed countries:
statistics of contributions in 1960" (E/3556), which has been prepared in response
to Economic and Social Couneil resolution 662 A (XAIV) of 30 July 1957. The
latter report deals exclusively with official economic asslstance and is based
largely on replies to a questlomnaire distribubed by the Secretary-General to
the contributing countries.

The “International flow of long-term capital and official domatious,
1951-1959" has been prepared by the Division of Genersl Economlic Research and
Policies of the United Nations Secretariat.
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I. THE FI.OW OF FUNDS FROM DEVELOPED COUNTRIES

A. Aggregate flow during 1951~-1959

1. Curing the years 1951 to 1959, the net flow of long-term capital and offieial
donations from the United States, Japen and the capital exporting countries of
Western Europe reached a cumulative total of nearly $54 billion (see table 1),

The United Stetes accounted for well over two-thirds of the flow, followed by

the Unlted Kingdom of Great Britain and Northern Ireland, the Federal Republic

of Cermany, Switzerland end Frence, in that order of lmportence. The remzlining
countries of the group contributed less then 4 per cent of the sggregate flov.

2. Approximately one-third of the net flow of long-term capital and official
donations was in the form of donations by Govermments, and another guarter took
the form of official and banking loans. Loan and investment funds supplied by

the private sectors were considersbly greater - gbout g0 per cent in the aggregate -
than those provided by official agencies and banks. This was notably the case in
the traditional capital exporbting countries, such as the United States, the

United Kingdom and Switzerland. Belgium, likewise, relied primarily on the
domestic capitel market for the export of iﬁvestment funds, which were directed
mainly to the under-developed countries within its own monetary area. By contrast,
‘the Federal Republic of Germany and Frence placed greater emphasis on official

and, bank loans in their long-term capitel transactions with the rest of the world.
Tn the case of the Federal Republic of Germany, this patiern resulted partly

Prom a reletive weakness of the domestic capital market, especially during the
early nineteen fifties, and partly ffom the faét that tﬁe Govermment had

feue
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underteken large-scale repayments of its pre-war snd early post-war foreign
indebtedness .-;I-' /

3. Thé Government of France, on the other hand, was financing very substantial
public investments in its overseas territories and associated countries under

& long-term development programme. It should be noted, hoﬁever, that the estimates
of net flows from Frénce are deficlent to the extent that data on French nrivate
investment in the franc area are lacking. The gross flow of such investments has
been estimated at arcund $350 million per annum during the years 1956 to 1959.,3/
But even 1if this estimate of gross flow were essumed to be equal to the net Flow
of private capital, it would still fall far short of the Tlow of public capital
from France., Most of the smaller capital exporting countries, as is indicated
in teble 1, were net exporters of official end banking capital, while at the same
time they were receiving net imports of private capitsl. Thus, Denmark, Finland,
Japan and the Netherlands, together, received a net flow of long-term private
capital équivalent to two-fifths of the net flow of official and tanking capital
provided by them.

1/ Bstimates of internatiomal Fflows of officiel and private funds in this report
are derived in the main from Internatiomal Mometary Fund, Balance of Payments
Yearbook (Washington, D.C.). The terms "official and banking® end "private',
according to the Fund's definitions, refer to the sectors in the country
for which date are reported and not t¢ those in the rest of the world. In
this section, therefore, they stand for the official banking and private
sectors, respectively, in the developed countries. Tt should be noted that
ell. banking transactions, official or privete, are included with other
officisl finenciel transactlons. Thus, it is possible for the same item to
appear, sgy, as "official and barking" in the balance of payments of the
contributing country and as "private" in the accounts of the recipient
country. For eXample, & number of loans provided by the Export-Tmport Bank
of Weshington to forelgn firms fell in this category. The problems arising
from definitions of basic terms should be kept in mind when inter-country
comparisons are made.

The net flow of capital respresents the algebraic sum of changes in
acgets and liasbilities. Long~teim eapital refers to investments without
-maturity, or maturing after one year.

g/ Organization for European Econcmic Co-operation, The Flow of Finencial
Resources to Countries in Course of Economie Development, 1956-1959
(Paris, 1961).

[oee
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TABLE 2
Developed countries: percentage distributlon of net international

flows of long-term cepital and official donations from capital
exporting countries by type and by recipient group, 19511959

Tet long-term capitval

Web
Total official
Ttem donations TPotal Official Private
f and
banking

Digtribution of net flow from

developed cgpital exporting .

countries by type
Total 8/ « o « 4 = o s ¢ ¢ o v o - 100 31 69 22 b5
et Flow into. developed capital

importing counmtries b/ . . o . . 100 2 g8 -3 102
Wet comtributions to international

Tinancial agencies . + « o o o & 100 - 100 15 25
Net flow to under-developed '

countries e/ 100 k7 53 o5 28
Digtribution of net flow from

capital exporting countries

by recipient group d/
Total 8/ « o » o s o v o s » o s« 200 100 100 100 100
Net flow into developed capital

jmporting countries b/ + 0w o . 25 2 36 -l 56
et contributions to inbternational

finencial agencies +« « « o 2 o » 12 - T 38 6
Net flow to under-developed cou:ntriésg/ 60 9L L6 65 37

Source: Table 1.

a/ After statistical adjustments; see footnote £/ to teble 1.
b/ Mirus sign indicates net outflow.

¢/ See footnote i/ o teble 1.

d/ Centrally planned economies are not shown separately.

= /...
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b, Three-fifths of the net flow of lomg-term capital and officiel donations
from the capital exporting countries was directed to the under-developed countries.
Developed capifal importing countries and international finaneial institutions
recelved 25 per cent and 12 per cent, respective;y, (see table 2), the remainder
going to the centrally planned economies. The share recelved by international
firaneisl instltutions, however, is not representative of transections during

the pericd as a whole, as the flgure ineludes large payments in 1959 in conmexion
with the increased membership quotas of the International Monetary Fund as well
88 capital subscriptions paid by Western European countries to finaneial
institutlons of the European Economic Community. Such flows from the capital
exporting countries in 1959 slone tot&lled $3.5 billion. Apart from these rather
special factors, long-term borrowing by fhe International Bank for Reconstiuction
and Development (IBRD) in the caplital markets - chiefly in the United States and
Switzerland, but to g growing extent also in the Federal Republic of Germany and
elsevhere in Western Burope - claimed a significant share of the net flow of
long-term private capital from the developed capitel exporting countries.

2. The bulk of long-term funds invested in developed capltal importing countriles
went to Canada end Austrelia, the four other countries included in teble 1
obtaining one-sixth of the total inflow of the group. In contrast to the flow
of capital to other destinations, the flow to the developed -capital importing
countries consisted primerily of private funds. In fact, as may be seen from
table 2, the net inflow of such capital into the developed countries exceeded on
balence their total net receipts of long-term capital and donatlons. As a group,
these countries were net exporters of official capital. Several of then, on the
other hend, received substamtiel amounts of officlal donations, but such receipts
were in large part offset by dlsbursements from others. Thus Austria, Italy and
Norway 'received grants, totalling close to‘$650 million - chlefly from the

United States - but the CGovernments of Australia, Canads and New Zealand provided
$hoo million as grants, which Were partly in connexion with the Colombo Plen.

6. of the long-term funds provided to the under—develoned countries, the net
flow of private capiltel, although substantial was not the largest component.

Ag is edplained in section IT below, among the under-developed countries, private
capital has been strongly influenced by the nature of their export markets and

/ovs
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by their relabive stage of ecomncomic developmenﬁ. Official funds, on the other
hand, have been given by Goverrments and official institutlons as a metter of
deliﬁérate policy,‘which has frequently taken into acecount the relative needs of
the under-developed countries. It is not a coincidence, therefore, that offieial
dongtions alone have constituted almost half of the total flow of long~term fuunds

to these countries.

B. Treunds in the flow

L

Te The decade of the nineteen fifties was a period of rapid economiec expansion
in +the Western Europeen countries and in Japan, in the course of which the
dependence of these countries on long-term external assistance was finally
eliminated. In the second half of the decade, currency convertibillty was
virtually restored in most of the developed countries, gnd restrictions on
international. movements of capitel were considerably eased. The rapid grqwth of
income and output‘enabled mary of the European countries to conbribute increaéingly
to the internationsl supply of long-term capital and official donations. At the
same time, however, their own prospefity attracted a growing volume of private
capital from the United Statés. The decade also witnessed increasing use of
internationsl finencial agencies on the part of the developed countries to channel
capital to the underveloped countries.

8. These developments are clearly reflected in the changing level and composition
of the flow of long-term funds from the developed countries. As may be seen from
table 3, the net annual flow of long-term capital and official domations from the
developed capltal exporting countries rose from $4.5 billion in 1951-1955 to

$7.8 billion in 1956-1959. The share of the United Stetes in the total flow
declined From three-fourths to sbout two-thirds, thus indicating a greater rate

3/

of inecrease in net flows from other capitel exporting countries.=

2/ The ratios teke into account statistical adjustments in the date
for the United States which are ineluded in the total listed in
table 3, tut are not shown separately for individual countries.
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9. The increase in the total flow of long-term funds was particularly marked

in the Federsl Republic of Germany and in Japan, where post-war reconstruction
had continued into the early nineteen fiftles (and where reparation peyments

had also swelled the outflow of offilcial dopations in the latter part of the
decede). Several of the Westérn European capital exporting countries doubled

or more than doubled the flow from 1951-1955 to 1956-1959. This wag notably the
cage in Belgium, France, the Netherlands and the United Kingdom,

10. TIn 1951-1955, elmost all Western European capital exporting countries, as
well as the net cepitel importers in the regilon, were net recipients of offielal
donations. Together with Japen, the capital exporting countries absorbed annuelly
eloge o $500 miliion of such domations from the United States. In 1956-1959,

on the other hand, they themselves contributed on the average over $800 million
snnually as official dona:bions.E Their economic expansion enabled the United
States not only %o divert the flow of funds to the under-developed countries, but
alsoc to reduce its cwn_outlay‘on officisl donations without loss to the latter
group. In faet, as indicated in table 3, the adjusted net annual flow of officiael
donations from the developed capitel exporting countries rose frdm $1.6 billion
in 19511955 to $2.2 billion in 1956-1959. Since during this periocd the developed
capital importing countries shifted from the stetus of net reciplents to that

of contributors of official donations, the total amount of such funds available

to the rest of the world increased by nearly $1 billion.

11. The net annual {flow bf'long-term capital from the developed capital exporting
countries inereased even more repidly then that of official donations: 1t rose
from $2.9 billion in 1951-1955 to $5.6 billion in 1956-1959. In contrast to

the development with respeet to offieial donations, the bulk of the ilncrease in
the outflow of long-term capitel was contributed by the United States, largely

as a result of a very rapid expansion in the outflow of United States private
capital. While the flow of long-term private funds from the United States more
than doubled, a number of Western Europeen countries recorded increases in receipts

of such funds. And in those Western Eurcpean countries where the net flow of

- Ej About two-fifths of this total was accounted for by German indemnification
peyments to Individuels largely in other developed countries. These

- transactions are not included in the adjusted total cutflow of official
donations from capitel exporiing countries. /
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private capltal to other parts of the world did rise, the expansion was releatively
small. Congequently, the net contribution of other capital exporting countries

to the iluerease in the net cutflow of private capital‘amountéd to only 10 per cent.
12. Although the net flow of officlal and bankiﬁg capltal increased from both
groups of developed countries - for the group of capltal Importlng countries, the
net inflow in 1951-1955 gave way to net outflow in 1956-1959 - the increase was
largely received by internationai financial agencies. However, as explained
earlier, a substantiel part of the increase resulted from special cirecumstances

in 1959,

13. Even though the net ammual flow of long-term funds to the under-develoned
countries expanded from $2.9 billion in 1951-1955 to $4.5 billion in 1956-1959,2/
the share of thls group of countries in the total floﬁ from the group of developed
capltal exporting counbries declined from nearly two-thirds to under three-fifths
(see table 4). Bj far the most repld increase was recorded by the share golng

to international financial institutions. The increased Flow of contributions

from the developed countries to international finaneisl institutions reflects

the growing importance of such agencies as channels of international lending.

This trend, as can be seen from the table at the end of the present paragraph,

was further strengthened by the establishment in recent years of a number of new
institutions, notably the Intermational Finance Corporation (IFC), the EuroPEan’
Development Fund and the Europesn Investment Bank, the capital stock of vwhich was
subscribed prima:ilylby the develcped countries. In order to expand its lending
operations, IBBD:increased its long-term borrowing in the cgpital markets of the
developed ccuntries nearly threefold between 1951-1955 and 1956-1959. As may be
geen from table 5, the un&er—developed countries accounted for a mejor and rising
proportion of loan disbursements from the International Bamk. Annual gross
disbursements to these countries more than doubled between 1951-1955 and 1956-1959,
emounting to nearly $300 million per andun in the latter period. Such loans have
been particﬁlarly important for.a number of countries, notably in Asia, which

did not receive any significant flow of private capltal.

5/ The estimate of $4.5 billion per apmm for 1956-1959 differs from that
published by the Organisation for Europesn Economic Co-operation on
acecount of differences in coverage. For a discussion of these differences,
see annex to the present report.

\‘ /.'o
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TABLE 5

International Bank for Reconstruction and Development and International
Finance Corporation: lending operations, 1951-1959

Gross dlsbursements

. Net diébursementsgj

Total, Annusl average

Total, -Annual average

Begionﬁf 1951~ 1951- 1956- 1951- 1951- 1956~
1959 1955 1959 1959 1955 1959
(millions of dollars)
Developed countries......e... 1,007 87 143 T3L 56 113
Under-developed countries.... 1,899 138 299 1,612 125 243
AFPICE evnvvenvennnnuonnae L8 L5 6k 413 Lk kg
Latin AMETica vevseeeoeses. 648 N 79 517 58 5k
Middle Fast vevevesoecsacss 159 10 28 136 8 2
South East ASIA ceseeseosos 6oL 18 128 540 1k 1y
OtHET vuvioevoesnsssoncanns 6 1 - 5 1 -
YUZOSLAVIE wvevveveencanrenne 58 11 - L9 10 -
Total 2,964 235 IS 2,392 191 355
(percentage) '
Developed countries veveeee.. 3l 37 32 %), 29 P
Under~developed countries ... Bl . 58 68 67 66 68
APPICH vecevnnerevnconoanes 16 19 15 17 23.:. 1k
Letin AMeTica .vseveeesenes 22 27 18 22 30 15
Middle Bast ...veeeennenses 5 L 6 6. 4 7
South East Asis .e.ecevesas 20 8 29 2 T 335
OBNEY sevecnsecstnvennoenns - - - - 1 -
TUZOSLAVI& sevoreranrnsaseoss 2 5 - 2 p. -
Total 100 100 100 100 100 100

Source: Ulvision of General Economic Research and Pollcles of the United
Natlons Secretariat, based on data from International Monetary Fund,
International Flnsncial Stetistics (Washingtom, D.C.) and from the

Internaticnal Bank for Reconstruction and Develorment.

s/ Developed countries: Australia, Austria, Belgium, Denmark, Finland,

France, Italy, Japan, Luxembourg, Netherlands, Norway;
countries refer to the countries listed by regions, as fcllows: Africa:
Algeria, British East Africa, Congo (Leopoldville), Ethiopia, former
French West Africe, Gabon, Nigeris, Rhodesis and Nyasaland, Ruande-Urundi,

Sudan, Unlon of Scuth Africa;

Letin America:

Under-developed

Brazil, Chile, Colombia,

Costa Rica, Bcuador, El Salvador, Guatemels, Haiti, Honduras, Mexico,
Nicaragua, Pansma, Paragusy, Peru, Uruguay;

Middle East:

Iran, Iraq,

Lebanon, Turkey; South Bast Asis: Burma, Ceylon, Federation of Malsys, ‘
India, Pakistan, Philippines, Thailend; Other: Tceland,

Gross disbursements minus repasyments,
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et contributions by developed countries
\ To international financiel institutions a/

(Billions of dollars per annum)

1951-1955 1956-1959

Subscription payments to the IMF 0.2 1.0

Subscription payments to IBRD, IFC, EEC
Development Fund and EEC Investment Bank - 0.1
Net acquisition of IFRD Funded Debt 0.1 0.3
Less net drawings on loens obtained from IBRD 0.1 0.1
Total 0.2 1.3

Source: See teble 1.

g/ Including peyments in connexion with quota increases.

14. While the increased flow to the International Monetary Fund (IMF) would not
tecame direetly available to the under-developed countries for long-term
investment, the expanded flow to the internationel institutions directly concerned
with investment lending can be expected to play a valuable role in financing
developmeﬁt projects. When these considerations are taken into acecount, the
decline in the proportion of fdnds going to the under—developed-countries
indicated in table 4 is more apparent than real,

15, Although the net flow of long-term funds from the developed capital exporting
countries was substential in absolute terms, it amounted to little more than

1 per cent of their combined gross domestic product and less than 6 per cent of
their combined gross domestic saving in 1956-1959 (see table 6). The per capita
contribution was nearly $17 per annum. However, if all developed countries are
treated as a group, the net flow of lopg-term funds to the rest of the world was
equivalent to $11 per capita or 0.8 per cemt of the combined demestic product. Of
this amount, the under-developed countries received approximetely three-fourths or
$8 per head of the developed countries, the remainder going to the international
financial agencies. In relation to the combined domestic product of the developed
countries the flow to under-developed countries was approximately 0.6 per cent,
while in relstion to domestic saving it was about 3 per cent. Of this amount,
approximately half consisted of official donations, while official and private

Jus

long-term cepital took about 30 and 20 per cent, respectively.



A/4906
English
Page 20

TABLE 6

Developed countries: net international flows of long-term capital and
official donations in reletion to selected variables, 1956-1959 g/

Net long-term capital and official donations

Ttem ‘Per capita As percentage of
(dollars) Gross domestic Gross domestic
' product saving
Developed capital exporting
coun'br'les.-.---.....--.......... -lT "l-l "5'9
Developed capital importing
countries--!bittlo..n-c-on-o.o.. 21 2!1 9‘6
Net flow frem ell developed
couﬂtriesno--tn'-cu-c-.o'.o----- "l.]- "008 ‘5'9
To international financial
agenciesulnhlnolnoooonoo---p- "2 "002 -0'9
To under-developed countries:
TOtall..toﬂth;-iu-.-ol.ono.lt _8 "O"6 -2'9
Official AONAtionS..eeeceesa, b -0.3 L.
Long~term capital:
Officiel end banking.,...... -2 -0.1 0.6
-2 -0.2 -1.0

Privata..oouuli--rlntoootctl

Source: Division of General Econcmic Research and Policies of the United
Nations Secretariat, based on date from table 3 and from
Statistical Office of the United Nations, Statistical Yearbook and
Yearbook of National Accounts Statistics.

a/ No sign indicates net inflow; minus sign indicates net ocutflow. Data

refer to adjusted estimates;

see footnote £/ to tsble 1.
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IT. THE FLOW OF FUNLS TO UNDER~DEVELOPED COUNTRIES

A. Aggregate flow during 1951-1959

16. In recent years, the inflow of foreign saving in the form of an excess of
imports over exports of goods and services has made significant sdditions to the
resources for economlc development in the under-developed countries. In fact, it
is shown in the World Economic Survey, 1960 that increases in the rate of capital
formation in these countries in the decade of the nineteen fiftles were finenced to

&/

a large extent by the Increased flow of such saving from abroad.
17. The ilmportance of the inflow of forelgn saving for the under-developed
countries; indeed, goes beyond its role as a supplement to domestic saving. Even
if it were feasible to generate a level of domestic saving to match a desired rate
of capital formation, the depéndence of these countries on imports of strategic
goods is so great that without an inflow of foreign saving it is usually not
possible to meet the additional foreign exchange requirements. Tt is not surprising
therefore that, with the acceleration of the pace of economic advance,‘under-
developed countries have incremsingly tended to imcur deficits in their balance of
rayments on current account. Requirements of machinery end other invesiment goods,
of essential raw mﬁterials and, in a number of cases, even of foodstuffs have often
resulted in an excess of merchandise imports over exports. Although several
under-developed countries, notably those whose primery products have been in
vlgorous demand abroad, have recorded surpluses 1n merchendise trade Ealances,
these surpluses have generally been more than offset by deficits on services
account., Tt is & common characteriaﬁic of the under-developed countries that their
service payments usually exceed receipts. 'Mbét of these countries have continued
to depend heavily on the more developed countries for trensport, insurance and

" .other services. BServicing of foreign débts, too, has commonly required sizable
payments to the‘capital export countries. As s result, the external accounts of
most under-developed coﬁntries were in deficit in the years 1951 to 1959.

18. In a number of countries, part of the deficlt on current account was met

through short-term credits provided by private and public sources abroad and

é/ See World Fconcmic Survey, 1960 (United Natlons publication, sales
No.s 61.11.C,1), chapter 2. ' '
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through drawings upon reserves of gold and forelgn exchange (see table 7).2/ In
80me éountries, private donations also helped to f£ill the gap between current
payments and receipts. This was particularly importent in Greece, India, Israel
and Puerto Rleo, for example, where substantial amounts of such funds are received
through remittances of emigrants or as & result of close cultural ties with people
abroad.. Acs a general rule, however, these forms of financing were not the principal
means by which deficits were met, In meny countries, in fact, short-term credits
and privaté donations constituted a cleim on foreign exchange in the nineteen
fifties, and therefore added to the payments deficits rether than contributed to
financing them.

19. It is evident from table 7 that the major source of forelgn funds received

by the under-developed countries during the years 1951 to 1959 wae offigial
donations and long-term,cépital. The cumiletive net flow of these funds which

can be identified in the balance of payments of the under-develo?ed countries for
any part of the perlod beginning with 1951 appears to have been $30.2_billion.

This amount comsists of $12.6 billion recorded as official donations, $10.8 billion
recorded as long-term private capital and $6.8 pillion as long—tefm_offieial and
banking capital.8 -

20. But this estiwate of $30.2 billion does not provide a full indication of the
uagnitude of long-term funds received by the under-developed countries. In the

first place, the incomplete time coverage for certain countries may represent

Z/ Balance of payments on current account is equal to the balance of peyments
oo capitel account with the sign reversed.

8/ As indicated earlier, the terms “private" and “"official and banking" in the
belance of payments data compiled by IMF refer to the sectors in the reporting
country. 1In thie section, therefore, they connote the transactions of the
rrivate and of the official and banking sectore 1n the under-developed
countries. A part of the net inflow of officiasl and banking capital may have
been obtained from private investors abroad; and some of the net inflow of
private capital mey have been provided by official and banking imstitutions
in the lending countries.



Peage 23

A/hoos

Lgt- 9%~ Lt- 6Tt . Lo 98T 0T CET  teceveeesesressesnvanes « beax
Lol of

Jo eoneTsd pofmeqo  Srwardso

oL md.ﬂ mON dmm ﬂom h_.m@ uuuuuuuuuuuuuuuuuuuuuuu mH uall
. 392 STPPH
w:.m Nc‘_ﬂn.ﬂl eI~ WE-.H &= \ Pg Q.H T QR w.ﬂ --------------------- TLONEOUA)
Nom mmm r_....N ] .—.-._“. e d vas ssessesvsescennesarsesy h@ﬁwﬂrﬁp
0._.— F.HI es mm O-_” m.ﬂ MM - Pm ooooooooooooooooooooooo .ﬁﬂ.ﬂ.ﬁ-ﬂ—._.m
oLt 62T 2T Tes %61 [5¢) L gan‘y rrenreeTmesesee fa ooty onzerd
mé .H.J.ﬂ .Hm N*—m mh. ﬁ.ﬂ# N.J R.—d oooooooooooooooooooooooooo naad
w.wﬁ . 6T - 6 W m.ﬁ mn_a. wN ------ R TE R R R R L LanFeaed
%.ﬁ . QO.H nmi mh. 1T g .ﬂN OTT = *ernoceesosertsenvencons wmreTed
.R Pl 2 Nm A .—ﬁm m-ﬁ .H._.n | meessasssacssnsesss %ﬂ.ﬂ
mhu.h. mmm.u WNI % mmm t.o_...ﬂ Tz h.mo .n.n ........................ oo RSl
mm . NH' wl = ﬁ - . m nH hcd sesstssnsurccenrasreien gnom
E H.—._.l - ON m.ﬂ mN 3 wssssRsRNDRGC : LX) s ----- _\W ._K—.Hdm \
OWH % m T MP m Nﬂ N.P .—.mm.ﬂ ooooooo eorenss sesvnen .N.ﬁg@n..wg
.Hdl ! Onl 2~ ON.- m P.Hl w O.ﬁl ooooooooo pewsdRsare - oﬁo.ﬂﬂb...ﬂ.ﬂm =
m*ﬂ N#‘ : -_3 .W—m mw mnﬂ &a | sesmmsmsseennsessmenenE hoggﬁ
le- TS~ gt- . - 02 2 gz rereeretecrs otrqndey weo TRl
.ﬂmm z02 hml mmm m.ﬂl wR m mhh oooooooooooooooooo enamosed ES
mm mnﬂ m mm m ) mn mN .Pm .................... BT sgo
.Hm - OR - m.ﬂ mouﬂ m .ﬁ.-ﬂ mwm T .—._.mm ---------- sestocouenes .ﬁ.ﬂpﬁo.—uoo
.ﬁ% .h-N . ON mmm T RN @qﬁ m._”m -ooaJ-o” nnnnnnnnnn e Rnee0 STTD
nhlm._m : sh. Nmi mON-.H Zeh mNWn.H .—ﬂﬁ mmms.m. ooooooooooooo weresseanns TIZ0Ig
.H.P.H.n m M -ﬂm =" V4 Nm.ﬁ— Nmﬂ tesossonessRorRsseREPD WLATTOH
olo't m._—_m G- ) mh.ﬂ IR 6lG T 8% sesvesbass evctesossne gmgmmm
a BoTAemy UFHST
() (ece‘t)  (266°T) (ge6‘T)  (o6yg)*=-*° /3 =rspmnl, pue 0000100
— . . wey) Iefl0 waae omeIg
Lot /o gsT- & fo 98 sor /o 169 - o169 reeeer /5 wotagy wmog_go uotwl
§l .-_EN! L) N mnﬂ .HN mm 8 oooooooooooooooooooo U .mﬂmﬁﬂ..g
m._”l c . “.H m.ﬁl wl N.ﬂl .oml m O-ﬁl ooooooooooo sBpeBeERBIEREARD gﬂ.@.ﬂ.m
glo’t oLz S0T £es 244 ozl it LEL  tenrerer - pUBTBSBAN PUE BISOPOT
LE N 2 '8 LE R J Aﬂﬂﬂm mﬁ % LN 0%  AEFRAFRAGOBATISTREDTE u Sogoz
02T Mml h..ﬁl "ed e 6w m«m._” tes  mssssesasscsen .oa-,-, ooooooo d.hﬂ..ﬂH
m .ﬂh.l h. hm 1z .—.?P T m‘—h oooooooooooooooooooo \m ﬁ.ﬂh@pﬁH
F.—u h-.ﬂl ml mN ml o2 Nm . Nh. OOOOOOOOOOOOOOOOOOOOOO ﬂﬂg.ﬁﬂm
ohe L 208~ 49 MN.: Loy ot 11 Shhide secesses . ﬁm._.lﬂﬁ?d._uoﬁOm\Hv oSuop
_ SUCTESTIO _ SorEusg
biriilesTol S PUG SICIIO DUB-. L eTeATad e TEQOL SUOTHEUOP - .
T3 ides ‘gaszesol SBUBUOED SUCTITID TeEO T30 TETRTIF0 - regod
uo squemfed  UATSI0F bwE PTOR UL _mpwwmnm Tey7d80 Wiog-Fu0T _ T . A3jmop

MI9Y.-9.5005 0N SUOTIEUOP TWIOTJIO PUw TERTded WIsl-~BuoT 33

(BITTTOP JO SUOTTTTH)
/3 66T-TS6T 20z 5TERO} BATYRTIMND ‘Azgunod £q
fyrmooow TEa(dao wo ejuswAed Jo BOURTEq (SATIJONOD pedoTeAdp-I9pUf]

) TIEVE



(o¥kd BUTAOTTOZ U0 DARWELIUOD BBYCUI00F)
*606T-256T
"6E6T-CS6T

*BUCTESTOD PWE BIOXID WRIM DYUENTOWT 235 Loug ‘ATequandos
STAUTTEAR 40U 68 juaucduns Ave J0T WRRD SIGTHM ~AOTJINO 4eN BeqwOTpAT USTS SNUTH f6PUNZ JO ACTIUT 35U S93BOTOUT URTS oOF /O

iy

*(T96T ‘oTaed) 6S6T-9G6T ‘4ubmdorsas] OTWOROIE IO BSINC) UF SOTIFWNC)

©3_So0JRoSe TETOWNIEY FO acTd eql ‘uogmsado-o) sTuRmesy weadoany K0 ROTRSTuRER0 woxz @ f(*Dq ‘wojBuTgsud)

RooqaeaX sjuemAny YO ovmeTef ‘puny ACT09OUGH TEUCTYPLISN] WOLF fNOOQIESX TEOTRASTINS ‘SUOTREN PORTH Ul JO SOTII0
TEOTRETINGE WOy W98p UD paseq ‘39TIwlaloog SHOTIUN DOITUR &43 JO SOISTIOL DU UIIESSsy JTROUCSRE TSIsued JO UCTSTATd 6oInog

608°0T  g9eg‘9  SE9AT o0gs‘Er  @Te'0L SHELI GNV SETMINN0D TIV “IVI0D

96ST  ons 66tz 165 %Le. /o /a sopxoppaseg,
TeToTo) WOpRwT A

.—ﬂM& ﬁﬁ W.MM TOT MM NM Mm.ﬁ m.ﬂm ------- m ooooooooooo W Qﬂﬂﬁm

.—~ .ﬂ gl .H .H °°..H oooooo Ba.le Opnose gﬂ a0g

mﬂ \M mém oge \m EN R \m Nﬁ ¢TI \m E ooooooooooooooooooooo pueTeIT
.—ﬁh. . Q.ﬂ - m IT mm ﬁ mh G2 R ooooooooooooooooooooo .ﬂﬂﬂﬂgH
Nﬁdn.ﬂ \m w.nl uﬁﬂh c0e oc- B Gl2 h..»mm \m na oooooooooooooooooooooo 836010

. - I5M0
mmm mﬂﬂ %l XX ) n‘ﬂ sam Wm.ﬂ LY ) OCOQoa-tlnaoa-n.o.aco .ﬁﬂqﬂ.—uﬂnﬂ-_
$28 2~ 2L . 24 - €9l eme wemes /A wag-4aTA 3o STTqRdaN
.HW.H nN 22- mm.ﬂ “ne wl ssw QMOAN "es  ERAseRROBRS BRION JO U.ﬂﬂn—.g
Oﬂh. .ﬂ .ﬂm % oz Nmn .Hﬁ .NNW ----------------- g&ﬂﬂ.ﬂﬁ
N‘.& E 8! .H‘ﬂ Om .Hm ong Hmm -------------------- oS THed
Qh.# \‘m mOn P \m. .—ﬂl 2 h.l \m W h.l NMN \m Wh..ﬂ ------------------- BISEAUPTL
GOWAM mqu.—” § mmﬁl hm.—-m omm m-ﬁ.—ﬂ m.#m_‘..ﬁ evomsvensn l ooooooooooooo ﬁgﬂ
mmm nm F" M JW aﬁ me ma -------------- ﬂaﬂdﬂ_v I
6T~ TiT oHT- mm.. = Mnn m._.— QT  *evee ssssessssesscnise uoThan
Nm. .#l mm.. 3 ﬂNl T 11T Nm ooooooooooooooooooooooo emng
QVIBV 2887 QInog
96T /g6 € ~ e - AT ¢ B . {(erafg) oyrqndsy quay pe3Tun
[==2] 159 g< et- %6 2 L 9€T Mpg orrandsy qBaV DA3TED
gm M-m » F $4H m#m wmm n --------------------- hﬁg
dh.—« \W mﬂ.a "ee \WI L= 9 \m - mh \.QI o  asasberasessrmnie \ﬂ. HOUSGFT
WE \m.—ﬂ# (XX \mm Nﬂ \Mbﬁﬂ WR \mmﬂdﬂ SHEscEIEILEIILINIINILS . E.HOH-
oty nm .H.ml W.—mm 2T Mm.m— ma 8@ Wﬂw «.H ................... \m. TewIal
Mmoo T eRoTEE D SHOFLIUOP Supeq
TeaTdE0 T 2J0II0 TUE sgeATad 8YBATAS e TS90] SUOTIBWOP  THIOL Axyumop
uo sqesmied ‘gpAxesel aBusqoxe 28K TBIOTIIO TOOTII0
- Jo J0mweyeg UFTAIOT PUS ...a.now ot T8 7480 WIo)-Buo]
me 8 wﬁam - vﬁ.ﬁw“wﬁﬂm ) SUOTYWHOD [810T330 DUs [9}ida0 W1e3-FuO[ 48K
L]

(vemrrgEo0) L STASL



A/o06

Page 25

Ge-
ol

T
]

¢y

REAS
:
8
s
!

.......... - + euoTENCD TETOTHI0
151 SUOTIVUOp TRTOTIFO Lue Te3pded wreg-Puol oy

(S1eTTOP JO SROTTITA)
wey) exodsRurg-eferTey JO UOTIRIEDIL

J01 g2

ggﬂﬂgg«ﬁﬁﬁgﬂgguﬁs WTBXE JO JUSLISACH oY) A SOUBJEISSE JO SSMENITISe Of J8J93 BYR(]

:{T991d80 WISG~-3I006 PUB LLIOY- wnS oY sepuToul Te3pded sjealxd) arOT(RI 9 BI% SGAT-9S5T POTwed aq3
TIYEO0 SE9YG JOF 818300 SATETWING AYL ‘SJual JATLIER AYj J0J BIEp o9exedos JO o0USSqe AUy O SUTAO SOTI0YTLOL
TETUCTO) WORRATH PSITUN J0J S80q} WHLA DIPNTOUE o¢ 03 Py si8y wuwgy) pue axcdsBoig-afersy JO UOT4BIBpSf J0F B9e(]

‘GLOT-HE6T

*ATu0 SOTATLFABIT UF sePumip 09 sIeFes ACTI TEIIdED &7BATAI
*6S61-956T

' LGET-TG6T

‘goxey Tz Supmuifeq saeed TESSTY

‘smnp Of Buppue sIwed THISTY

~reomagdag o¢ YuTpwe egesi TEOSTY

‘STITEN], PO

TBY3da0 sjEATHY WIS)-PFucT UITA BOPRLOUT To1TI80 o7BATad mIsg-qIong
'‘6G6T-LEAT

(Pormrance) (I eTup3 03 9e3Gu3003)

MEW AN anAS A A




A /hock
English
Page 26

under-estimation of the total inflow %o the extent of around §2 billion.g/
Secondly, in a number of cases, daits for certain components - for example, official
donations in Morocco and private capital in Thailand - are not available, Thirdly,
data on private capital flow for a number of countries exclude reinvested earnlngs.
Finally, for some countries such as Afghanistan, Cambodia, Kuwait, Laos and Nepal,
although balance of payments data are completely lacking, it 1s lmown that inflows
of long-term foreign funds have by no means been insignificant.égj If crude
adjustments for all these omissions are included, it asppears that the net flow
received by the under-developed countries may have reached a level close to

$3h pillion,

21, Furthermore, it should be emphasized that the crude estimate of $3h pillion
does not make any allowance for the payments made by the under-developed countries
in connexion with the increases in membership quotas of IMF. Such payments
amounted to $1.6 billion. If an adjustment is made for this sum, the cumulative
net inflow during the years 1951 to 1959 would appear to have been $35 to

$36 billion.-

2/ Tf the assumption were made that the average annual inflow of foreign funds
during the years for which data are not available was of the same order as
during the portion of 1951-1959 for which informstion is available, the
estimates of long-term capital and official donations would appear as follows:

(Billions of dollars)

Net long-term capital and officisl donations ... 32.7
Official onations ..J.ieessseevsssncanassnns
Long-term capliBl sv.ucivvrevovsrssnarsvenonse 18.7
Officlal and DANKING coeereesnercecssncany LTa2
Private sevecesisosessossesassneseensannss 11.b

However, since data are laéking generally for the earlier years of the
nineteen fifties when the average annual inflow mey have been smaller than in
later years, this computation may exaggerate the magnitude of the omitted
data. ' ' ‘

10/ In the years 1955 to 1959, for example, the United States alone provided net
grants amounting to $0.5 blllion to Afghenistan, Cambodia, laos, Morocco,
the Ryukyu Islands &nd the Trust Territory of the Pacific Islands. United
States Department of Commerce, Statistical Abstrect of the United States, 1960
(Washington, D.C.). '
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22, The discussion in section I above, it wlll be recalled, indicated that the
net flow of long~term funds from the developed countries of North America,

Western Burope, Australia, Japen and New Zealand to the under-developed couniries
emounted to over $32 billion in the years 1951 to 1959. Under-developed countries,
however, also received funds from international organizations as well as from the
centrally plamned economies during this period. For example, as was indicated

in taeble 5, TBRD and IFC provided over $1.6 billion as loans (net of repaymente)
to the under-developed countries, As will be shown in section III below, although
information about disbursements 1s lacking, commitwents of economic assistance by
the centrally planned countries totalled nearly $2.2 billion by the end of 1959.
These facts confirm that the aggregate flow received by the under-developed
countries may have been $35 to $%6 billion.

2%, Of the adjusted estimates of totel long-term funds received by the under-
developed countries, official donations constituted the largest component, and
were followed by private capltal and official and banking capital, in that order.
However, the relatlve importance of these components varied widely from country to
country. For example, while private capital was the most important source of
long=term finance for lLatin America,él/ official donations were the predominant
source of funds in South East Asia during the period ;951 to 1959 as a whole.

B, Trends in the flow

2k, Not only has the flow of funds received by the under-developed countries been
sizable, bub, what is more important in the context of economic development, there
has been a marked upward trend in the total inflow in the nineteen fifties. As is
chown in table 8, the net flow of long~term capital end official donations into

under~developed countries for which comparable data are available%g/ increased by

11/ Tirect investment has often dominated the flow of private capital into the
under~developed countries, Tata on direct lnvestment for the 1951-1959
period are availeble for only fifteen counmtries, mainly in Latin America.

In almost all these countries, direct investment has accounted for either
virtually the whole or the largest part of long-term private capital inflow,

12/ Tt should be emphasized that the coverage in table 8 is not complete. Only
those countries have been included for which comparable data for 1951-1955
and 1956~1959 are available, Data with regerd to change over time or with
respect to the relative importance of various components must therefore be
treated as indicating broad orders of wagnitude only.
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(Source and Foot-nctes to Table 8)

Source: See Table‘T.

g/ No sign indicates net inflow; minus sign indicaves net outilow.
b/ Beginning period, 1953-1955.
¢/ Beglmning period, 1952-1955,
d/  Private capital includes both long-term and short-term capital.

e Data refer to estimetes of assistance by the Government of France to the
franc area countries in Africa other than Morocco and Tunisia.

£/ Fiscal years ending 30 September..
g/ Fiscal years ending 30 June.

Q/ Fiscal years beginning 21 March.
i/  End period, 1956-1957.

j/ Beginning period, 1954%-1955,

k/ See foot-note n/ to teble 7.
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three-fifths between 1951-1955 and 1956-1959, rilsing from an annual average of
$2.4 billion to $3.9 billion., The increase is even more sharp if allowance is made
for the payments made by these countries during the later pericd in connexion with
the incresses in membership quotas of IMF.EE/ The Iatin Amefican countries
received the largest absolute increase in-he net flow between 1951-1955 and
1956—1959, although the rate of increase was the highest in South East Asis. The
rate of increase was alsc sharp 1ln the Middle.Eaat, but the other regions recorded
only nominal ilncreases,

25, The increased flow of long~term funds to under-developed areas Las been the
combined‘result of & number of favourable developments, In the early post-war
years, much of the international economic assistance from the United Stetes was
geared to the economic recovery of Western Europe. With the strengthening of the
Western European economy, not only has the flow of assistance from North Americe
been channelled largely to the under-developed arses, bub the former reciplent
countries in Europe have themselves been contributing significant amounts for
economic development in Africa, Asia and Iatin America. In recent years, as is
discussed in section ITT below, the centrelly planned economies have also stepped
up their aid to the under-developed countries. Substantial flow of assistance has
also been provided through the international organizations, which have continued
to expand their technical assistance and related activities. At the same time,
Governments in the under-developed countries have alsc undertaken 8 wide range of
meapures to facilitate the inflow of foreign funds. In many countries, development
geals have been defined more sharply and administrative machinery has been
established to achieve them. Incentives have been provided to foreign private
capital through such measures as guarantees égainst natlonalization, tax exemption,
accelerated depreciation allowances and assuranceg relating to the remittances of

profits and capital.lk/

13/ This adjustment would raise the annuml average for 1956-1959 from $3.9 billion
to $4.3 billion, thus indicating an increase of four-fifths over the average
for 1951-1955.

1L/ For details, see The International Flow of Private Capital, 1956-1958 (United
Nations publication, Sales No.: IL.D.2) and 'The Promotion of the International
Flow of Private Capital®, documents E/3325 and Corr.l and E/3h92.
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26, Among the major components of long-term forelgn funds recelived by the
countries included in table 8, the largest abselute as well g8 percentage
increase cccurred in the ret flow cf private capital, which rose from an annual
average of $0.9 billion in 1951-1955 to $1.6 million in 1956-1959. Agninst this
increase of nearly four-£ifths, the expansion in the receipts of official funds
was less than one helf. However, were complete figures availgble for countries
not imcluded in the totals shown in table 8, the rise in the flow of official
funds would have sppeared far more striking, for such countries as Cambodla,
Leos, the Republic of Korea and the Republic of Viet-Nam received substentially
larger amounts of official donations in the later pericd. As for official and
banking cepltal, if an adjustment is included for payments for the increased
membership quotas of MF, the neb apnuel inflow would appear to have increased
from $0.6 billion in 1951-1955 to $1.3 billion in 1956-1959, the rise being more
than twofold, Viewed in this manner, by far the most dynamic component of the
foreign funds moving to the under-~developed areas was cfficial and banking
cepitel. In part the rapid growth of this type of finance reflects the expansion
in the public sector of the economy in many under-developed countries. It also
reflects the expansion in the availebility of funds, such aes the increased supply
of loans by IBRD and the greater reliance placed on lending as an instrument of
economic assistance by the contributing counﬁries.~ Moreover, in meny
under-developed countries the greater resort to official loans was also
1nfluenced by ‘the more favourable borrowing terms of such fun&s in contrast to
those pertaining to private capltal.

27. As a result of differing rates of increase, the relative importance of
various types of foreign funds received by the under-developéd countries changed
significantly during the nineteen fiftles, For the group of under~developed
countries for which comparable data are availableézé long~term private capital not
only contlnued to be the most importent source of foreign funds but its share in

}2/ As a matter of necessity, the analysis in the rest of thils section has had
to be conducted mostly in terms of the datae of countries included in the
%otals and sub-totals of table 8. Certain adjustments which were stated in
the text in order to indicate the magnitudes for 21l under-developed
countries eannot be incorporated 1n the tebles 9 to 1k which form the tasis
of discussion that follows. See also Poot-note 12 above.
[eoo
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the total inflow actually increased (see table 9). The relative shares of both
official donations and long-term official (inecluding banking) cepitel for this

group declined during the period under review. However, as noted before, if data

TABLE 9

Under-developed countries: percentage distribution of net internatidnal
flows of long~term capital azd official donations, by type, 1951-1955
: and 1950-1959, ennual averages a/

Net Net long=term capital

Period and regionE/ Total officlal
donations Total Official Private
and.
tanking
Under~developed countries

1951-1955 & o 4 » o 0 o 100 36 6l 26 38
1956=1959 4 4 o ¢ o o o 100 Al 66 23 L2
Africs

19511955 « = o & o o 100 25 75 51 2l

1956-1959 « 4 & 4 + . 100 50 50 37 13
Latin America .

1951-1955 « « & « . o 100 1% 87 21 65

19561959 o o o o & - 100 13 86 11 76
Middle Fast

1951-1955 + + ¢ » . » 100 69 31 18 12

1956-1959 « 4 o & « . 100 5k L6 32 1h
South Fagt Asisa

1951-1955 & ¢ " » o 100 8h 17 2 15

1956-1959 % 4 4 & 4 o 100 56 byl b1 3
Qther

19521955 « 4 o« o o o 100 39 &2 19 k3

195621959 « 4 & & o & 100 24 75 13 62

Source: Table 8,
a/ TWo sign indicates net inflow.

P/ Regional coverage is identical with that shown in the sub=-totals of table 8.
Differences in time period are indicated in the footnotes to the same table.
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were couplete, trends in the recelpts of official funds by The under-developed
countries a8 & whole would have appeared different from those indicated by the
vecords of a smaller grcup of countries.

58, The experience of individual groups of under-~developed countries wes gquite
varied. In Africa, the share of official domations in the total infiow inereased
from one-fourth in 1951-1955 to one~half in 1956-1959, while in other reglions
the share generally declined. However, the decline in South East Asia may be
misleading since data for & number of major reciplents of official donatlons axe
omitted from the reglonal totals. Tn contrast to the experience of Africa, in
Iatin America, private capital, the largest component of the net inflow of
long~term funds in 1951~1955, became even more important in 1956-1959. Much of
the increased f£low of private capital to Latin Americsa, however, Was received by
Venezuele, largely under the impetus provided by the leases for the exploration
and development of petroleum. In fact, if Veneiuela were excluded, official
donations would show the largest rate of increase in Iatin America. The share of
private capltal also increased ~ indeed very sherply - for the group including
the under-developed countries of Eurqpa and the United Kingdom Colonial
Territories. In the Middle Fast and‘in South Fast Asia, official donatious,
though declining considerably in relative Importance, remained the largest source
of funds. The relative importence of long-term official gid banking capital
jncreased substentially in both regions. While the share of long-term private
capital rose somewhat in the Middle East, its relative importance diminished
considerably in South East Asia.

29. Another significant aspect of the changing pattern of capital movements has
been its effect on the distribution of Poreign funds among the under-developed
countries. Tn 19511955, South Eest Asia vhich accounted for more ‘than half of
the total population of the under-developed regions received less then one-tenth
of the inflow of foreign fumds. In all other reglons, the percentage sharés

in the net inflow of foreign funds were substantially lerger than those in the
total population (see table 10). Although the share of South Fast Asia in the
total funds rose significantly frém 19511955 to 1956-1959, it continued to remain
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TABLE 10

Under-developed countries: percentage dlstribution of net international
flows of long-term capital and official donatlons, by reglon, 1951-1955
and 1956-1959, annual sverages g/_

Net long~term capital and official donations

Period and regionE/ Pcpulatiougf Total  Official Tong-term capital
f donations Tobal  Official Private
and
banking
1951=1955
Under-developed countries 100 100 100 100 100 100
APTICE o o o o o v o » 10 26 18 30 50 16
Latin America . . . . 16 28 10 39 23 4o
Middle Fast o o o o » 7 ik 27 T 10 5
South East Asia . . . 56 9 21 2 1 L
ObhEr v o s 5 o o « » 11 23 25 23 17 26
1956-1959
Under~developed countries 100 100 100 1C0 100 100
APTica « o o o ¢ o o « 10 16 24 12 26 5
Latin America . . s @ 16 37 1.5 }-}8 16 66
Middle East o o o o T 16 25 11 22 5
South East Asis . . . 55 16 26 11 27 1
Other [ L - . - - - . ll 15 ll l? B 22

Source: Division of General Economic Research and Policies of the United Nations
Secretariat, based on ‘date from table 8 and from United Wations,
Statistical Yearbook, 1959 (Sales No.: 59.XVII.l).

a/ No sign indicates net inflow.

E/ Reglonal coverage is idemtical with that shown in the sub-totals of table 8.
Differences in time period are indicsted in the footnotes to the same table.

g/ Population totels are for 1953 and 1958, respectively, Dsta for Portugal

refer to Metropdlitan Portugal only.
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far below the region's share of total population. The 1a%in American share of

foreiga funds elso inereased substant

ially in the later period, as a consequence

of the great expansion in the flow of private capital into thé region. In Africa
apd in the region including the under~developed countries of Burcpe and the

Colonial Territories of the United Kingdom, the shares of forelgn funds declined

shafply. Declines notwithstanding, the shares of these reglons were still
significently larger than their sheres of populstion in 1956-1959.

30. Distribution of Porelgn funds by components shows even more sbtriking

differences anong reglons then that of the total flow of these funds. For

instance, in 1956-1959 Latin America,

wWich hes less than cpe~-aixth of the total

population of the under-developed countries, received two-thirds of the total

f£low of long~term private capital. On the other hand, the £low of private capital

to South East Asia was no more than 1 per cent of the total. In many countries,

however, the flow of oPficial funds offset to varying degrees the high

concentration of private funds.

3l. A somevwhat wore revealing inslght into the nature of the distribution of

Poreign funds in relation o population emerges when countries are grouped

eccording to their per capita income
of forelgn funds recelved by the lowe
petween 1951-1955 and 1956-1959. Bub

levels, ag is showm in table 11. The share
st income group increased substantially
even with this gain, the lowest income

group, numbering about three-fifths of total population, received less then

one~fourth of all foreign funds in 19
this income group vwas at the expense

the main compoﬂents of foreign funds,

56-1959. The gain in the share received by
of the two intermediate income groups. Of

official funds were received predominantly

by the lower income groups, & tendency which has {nereased considerably in recent

years. Many of these very low income countries have been receiving significant

emounts of funds from international institutions, such as IBRD. Moreover,

countries such as Bolivia, China (Taiwan) and the Congo (Leopoldville) have

received substantlal economic assistence from Govermments with whom they have

close political links. Th 1956-1959,

gnout 63 per cent of the met Inflow of

official capltel and donations was received by the two lowest per capite income

croups, vhich together account for 86

per cent of the population of under-developed
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TABLE 11
Under-developed countries: percentage distribution of net international

flows of long~term capital and official donations, by per capita income
groups, 1951-1955 and 1956-1959, ennual averages &

Net long~term capital and officisl donations

Pericd and per Popula~ Total Official Long-term capital
capita income tion ¢f donations :
group b/ Total Official Private

and
banking
1951-~1955
Under~developed countries 100 100 1C0 1¢0 100 1C0o
G’I‘DIIPI. " s s o -‘a'o 61 17 31 8 10 T
Growp IT w v v v v v 25 29 12 39 ko 3h
Group ITT 4 o & v 0 v 6 17 26 12 5 16
Grouwp IV o o o « o o o 38 31 L1 36 Ik

19561959

Under-developed countries 100 100 100 160 100 100
GI’D'Llp I L] ¢ a @ - = - . 60 Ell' l[‘f) 15 11'5 "l
Group IT &+ &4 o o o o« » 26 2h 1h 28 25 29
Group IIT v o & 4 o o 13 12 13 11 1k
Group IV & & 4 o . . . 8 Lo 31 bl 19 58

Source: See table 10.

g/ No sign indicates net inflow;-minus sign indicates net outflow.

b, Differences in time period are indicated im the footnotes to table 8.
Countiries have been grouped aceording to the annual aeverage of their per
capita natlonal income in 1956-1958. Group I - Countries with per capita
national income of less than $100: Bolivia, Burmea, China (Taiwan), Congo
(Le0poldville), Fthicpia, Haiti, India, Indonesia, Jordan, Liberia, Pakistan,

~Sudan; Group II ~ Countries with per capita national income of $100 o $199:
Brazil, Ceylon, Colombia, Dominicen Republie, Guatemala, Honduras, Iran, Irag,
Nicaragua, Paragusy, Peru, Phillppines, Portugal (escudo area), Rhodesia and
Nyasaland, United Arab Republic; Group ITT -~ Countries with per capita national
income of $200.to $299: Costa Rica, El Salvador, Greece, Mexico, Panams,
Turkey; Group IV = Countries with ber capita nationsl income of $300 or more:
Argenting, Chile, Cuba, Ireland, Israel, Lebanon, Puerto Rico, Spain, Unlon

of South Africa, Venezuela,

g/ Population totals are for 1955 and 1958, respectively. Data for Portugal
refer to Metropoliten Portugal only. : /
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countries, The conclusion that the distribution of offlcial funds has been a
major offeset to the dlstribution of private capital i1s thus confirmed from

table 1l. Private capital has by and large been attracted to countrles endowed
with primary commodities having buoyant export markets, such as Rhodesia and
Nyaseland, and Venezuela, vhere large emounts have been invested by foreigners
in the production and export of copper and petroleum, respectively, and to the
more advanced under-developed countries such as Argentina, Brazll and South Africa,
vhere domestic markets are large and where basic infra-structure faecilities are
well developed.lé/ A8 & result, in 1956-1959 nearly three-fifths of private
capital was received by the highest per capits income group of under-developed
countries, which have together less than one-tenth of the total population of the
under-developed reglone, During the course of the decade, the tendency for the
distributlon of public funds to offset that of private funds was accentusted.
While the flow of private capital became even more concentrated in the highest
income group of under-developed countries, an inereasing proportion of official

funds was received by the lowest per capita inecome group.

C. The contribution of foreign funds to economic resources

32, Although & full dlscussion of the economic importance of the net flow of
long-term funds received by the under-developed countries goes beyond the scope
of‘the present report; it ig useful to srvive at a few indicators on this subject.
Such indicators have the additional merit of facilitating inter-country
comparisons.

33, The extent to which longeterm funds from abroad have supplemented foreign
exchange receipts from merchandlse exports of the under-developed countries
provides one crude indicator of their importance. In 1951-1955, as may be seen
Ffrom table 12, one-~tenth of the combined forelgn exhange receipts of the
under-developed countries from these two major sources vas derived from long=term

capltal and official donations. In fact, ‘there has been a significant rise in

&é/ For a more complete discussion of this point, see World Economic Survey, 1960
(United Nations publication, Sales Wo.: 61.I1I.0.1), chepter 2.
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TABIE 12
Undef~developed countries: percentage distrlibution
of major scurces of forelgn exchange, by region
19511955 and 1956-1959, annual averages E/
Net long=-term
Region and periocd Total capital and officlal Merchandise
donations exports
Under-developed countries
1951"1955 s 8 0 % & & & » = .1.00 lo 90
1956-1959 &« & & B * = = 3 & 100 l"l' 86
Africs
195071955 + « o » « = o o o 100 15 85
195641959 . 4 4 4 s e b oo e 100 13 87
Iatin America
19511955 o 2 o 5 ¢ o o v o 100 8 92
1956-1959 & o o s » s & » o 100 13% 87
Middle East
1951=1955 « o o & o & o o o 100 16 8
1956-1959 - % » = . L I S T 100 19 81
South East Asia -
1951-1955 &4 ¢ o o 5 0 = & 100 5 95
1956-1950 4 « o » o s s o @ 100 1k 86
Other
29511955 o = o o 2 5 » o & 100 13 87
19561959 & « o v s o ¢ » &« 100 11 89

‘Bource: See table 10.
a/ Regional coverage is identicel with that shown in the sub-total of table 8.

Differenées in time period are indicaeted in the footnotes to the same
table -
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the relative importance of such funds as a source of foreign exchange in recent
years. A5 1lg indlicated in table 13, hetween 1951-1955 and 1956-1959, the luflow
of long~term funds to the under~developed countries lncreased by 60 per cent, the
increase being more than three times as large as the expansion of merchandise
exports. Consequently, the relative share of long-term funds in ftotal recelpts of
forelgn exchange rose from 10 to 14 per cent.

34, The contribution of long-term funds to the increase in the combined receipts
of foreign exchange has been most striking in South Bast Asia and Latin America,
vhere the export trends have generally been less favourable than theee in ofher
under-developed régions. In South East Asia, the inflow of long-term funds

TABIE 13

Under-developed countries: indices of net internatiomal flow of
long=term capital and official donetions amd of merchandise exports,
by reglon, 1956-1959, annusl averages 2

(1951~1955, annual averages = 100) 2

Net long-term capltal Merchandlse
Region and official donetions exports
Under~developed countries . « » « 160 117
APTICE o o o s o n s o s o o & 103 123
Tatin AMETica « « o o « o + « o 208 115
Middle Bast o o o « o o ¢ o s 18L 143
South East Asig +» o « « » s o & 283 96
OLHET o « o o o o = s o ¢ o o o 10k 121

Sgurce: HSee table 10.
a/ Regions)l coverage is identlcal with that shown in the sub~totals of teble 8.

Differences in time periocd are indlcated In the footnotes to the same
table.,
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contributed nearly one-seventh of the totel supply of Torelgn exchange in
1956~1959, &s compared with no more then one-twentieth im 1951=-1959; in

latin America, the relative share of these funds in the total rose from 8 to

13 per cent. 1In the Middle East, where exports rose substantially, the inflow of
long~term funds rose even more sharply; consequently, there was also a signifilcant
increase in the relative importance of 1Qng-térm funds as a source of foreign
exchange. By contrast, in Africa vhere the ihflow of long~-term funds showed
litvtle upward trend, the increase in foreign exchange receipts between fhe earlier
and the later period resulted mainly from increases in export proceeds,

52« A further indication of the importance of long~term capltal and official
donations to the economies of the under-developed countries may be gauged from
their relationships with other economic varisbles (see table 1k). In 1958, for
instance, the per capita inflow of these foreign funds into the under~developed
countries amounted, on the average, to about $h.b. Among regions the largest
per‘capita inflow was recelved by Iatin America where the average receipts
amounted to nearly $T7.5. At the other extreme, the smallest average per capita
inflow was experienced in South East Asie vhere it was 6nly somewhat more than
half the average recelpts for all under-developed countriés. Measured as a ratio
to gross domestic product, the inflow of forelgn funds also varied widely, from
as much as 23 per cent in Puerto Rico to less than 1 per cent in Morocco. For

the under—develqped countries as a whole, the ratio gveraged about 2 per cent in
1958.

36. While it is possible that in some countries a part of the inflow of foreign
funds has been utililzed to raise levels of econsumption, in a large majority of
them these funds have been instrumentel in augmenting the capital stock. Much of
the private capital flow to the under-devélqped countries has been for purposes of
direct investment, and official economic assistance has also generally been tied
to specific development projects. It 1s not unreslistic, therefore, to assume that
long~-term funds have mainly been for the purposes of capitel formation. The
relative significance of foreign funds in the financing of cepital formstion iz
indicated by the fact that in 1958, on the average, these funds amounted to nearly

one~fifth of domestic seving in the under-developed countries. In a few countries,
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TABLE 1k

Under-developed countries: net internaticnal flow of long-term
capital and official donations in relation to selected
variables, by country, 1958 a/

Net long-term capital and official deonations

Per capita As percentage of

Country (do11ars)

Merchandlse Gross Gross
exports domestic domestic
product  saving

i)

Africa
Libyay- L] - a - - - s - - - - » - - 25 .O 21-}4' .3 .= LA
Rhodesis and Nyasaland . . o « « « = 16.2 30.5 10.0 64T
Liberia - - - [ ] * » - - L] - [ ] - - - lO .9 27 n5 -« o n . as
Union of South Africa .« o « « « « = 8.5 7.3 1.8 8.8
Congo (Leopoldville) + « « o s o « © 8.4 22.6 9.0 56.3
Franc aree other than Moroceco and
TuniSia E/ - - » » - - . -+ . - L] - 8.1 5105 LN 4 LI 4
TUNLSIE o o = o o o o o o 8 s & s o 6.3 16.1 ces ves
S‘lldan - . L3 - » L] - - a * - a - . o l'O 9ll - 0 - "o
Bthicpia « o o o o ¢ o o ¢ s o & o 0.9 28.9 cae aes
MOI‘OCCO g.._, - - - . - . » a - ] - - - 008 2'5 0'5 5'3
Ghan& E/ s # ® 5 & =W & % o = & & * & "5 .6 "‘8-9 —2_-6 —25 ‘9
Average 6.1 16.7 .. cou
Latin America
Puerto Ricoi/ e e s e e e e s e« 129.0 56 .0 25.2 g/
POnAIs « o o o o o « 8 o o s 8 5 o o 26.2 35 4 6.9 111.1
CUBE v o o o o o o o o s o s » 8 = 21,1 17.9 5.3 39.8
Venezuels - « o + o v o o« oo oo L3 . 3.6 1.2y 5.
Dominican RepubliC o « « + o o o o = 12.4 25.6 5.5-/ 31.2
CHALE o v o o v o e e waeee 114 22.8 2.0 28.3
BOLIVAE « o o o o o s s o o « o o+ = 10.7 68.5 vee ves
Costa RICA o o v » o o « o v s o o &« 10.3 12.2 2.6 15.9
G’uatEmala * 0w » & a » a« » & = » . 9 . 2 29 » 9 5 . O TO .O
Hicaragua « o « = o o = o o » + o 6.8 13.6 .o .
Argenting o o+ o o s oe n o e on e o 6.1 2.k 1.12/ 6.2
MEXICO o o » a o s s o o o 3 & = 6.0 25.7 2.1 14,1
PErll o o o o .2 = o« o o s o o = o« & = 5.0 18.9 3.6 19.1
Paraguay ‘. s @ » - - 2 e . . » . = . ,'I"T 2259 )‘l'-g ..
Brazil o o o o o s o s s » o & o s » 3.7 18.8 1.4 8.3
COlombia » &2 8 = + & & = = @ . » LI th’ 601 l'l 5'6
FeuadOr « o o = o o s » 8 = ¢ 8 8 » 2.3 6.6 1.1 8.2
Honduras 1/ .« o o o o u o o o v o o 2,0 5.5 1.0 9.0
Haiti £/ % o o o o o 0 0 oo e e L.h 11.0 ves .en
El‘.j_ Salvador - . L] L] L] - .‘ - L] On8 105 aew E L
Umgllay i/ . L - L] n L) - - L] » L] - L ] 006 1'2 . - L N
Average Te5 15.7 - .o

(Tgble continued on following page) /
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Table 1k (continued)

et long-term capital and official donations

Per capita . As percentage of
Countiry {dollars ) Merchandise Gross Gross
exports demestlc dorestic

product saving

Middle East

Israel L) [ f ] » » [ [ ] L] - - - - ) - [ la-l-.o9 17)'1".1 .1.2-5 1)4'8-0
Jordan E/ - - L] L ] » L L] [ ] » - . 1 ] - Mlg 798-9 . ll'k LI
IIEbanon E/ y * & + * & s+ 0o » = w 7.5 2'7 l'? s
Il’an 1-./ - L] - L] - E d L] - L] L] - L] . - 6.6 18IL]' - pE e
lerkey - 1 ] - - » - - L] » L] Ll - - - - 5'5 56.0 l.o 7-8
Iraq_ . L] » - [ ] - .. L] a - L - - L L) - 5.6 LI'IE A L ]
United Arab Republie (Syria) e/ .. -0.2 -0.5 eee cen
Unlted Areb Republic (Egypt) . . . . -0.5 2.5 y see
’ Average 7.1 22,4 cea .ee
South Fast Asis
Republic of VieteNam . , ., ., . . . . 1k, 0 316.7 cen vee
Republic of Korea 3/ . . . . . . . . 13.9 1,897.6 10.2 230.6
China (Taivan) . . . ., . . . ..., . 9.6 60.3 5.6 51.k
Federation of Malaya-Singapore . . . 3.0 2.1 . ces
Fhilippines . . . . v . v v & & . . 2.8 13.5 1.3 19.9
BUI‘IILG - . ‘- . a8 = a & = = 9 . 2 & 0w - 2-5 23‘7 )'!" 26'7
FaKiSEAN o v o v 0w 4 w000y ... . 2.2 63.2 h.gﬁ/ 21,22
IndonE‘BiB e I R I L 2-1 2?"8 l'l 27'1
Thailand l" - L . - Ld . L] L] * L » . . 1.8 12-7 107 LA
Ceylon & 8 = a L A A I 1.8 )'!"9 l'll- ll"'a
Tndia . o o v 0 0 v v v o e h . 1.2 ho,1 1.85/ D ees
Average 2.3 33.6 ces ves
Other
ICElaIld ® * 3 B 8 2 s e oE s e = e = 25-0 7'7 ‘1'5 .o
e 9.0 30.1 2.6 27.8
Ireland 8/ o v v v 4 v b w .. . 7.6 6.5 L.k 12,5
United Kingdom Colonial Territories e/ 5.5 22,0 cee s
Spainonnol-n-uq-Ul-- 012 115 - tea
Average J-I-.O 16-9 Y '
L0 20.4 1.9 19.5

AVERAGE, under-developed countries

(Source and footnotes continued on following page)
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(Source and foot-notes to table 1L)

Souree: Division of General Economic Resesrch and Pcllicies of the United Nations

e/
af

& R

\Z

1/

Secretariat, based on datae from United Nations, Yearbook of Netional
Accounts Statistics, 1960 (Sales No.: 61L.XVIL.L), Statistical Yearbook,
1959 (Sales No.: 59.XVII.1};_from Internstional Monetary Fund, Balance of
Payments Yearbook (Washington, D.C.); and from Orgenisation for Furopean
Economic Go-operation, The Flow of Financlal Resources to Countries in
Course of Econcmic Development, 1956-19590 (Paris, 1961}.

Wo sign indicetes net inflew; minus sign indlcates net outflow. Group
averages of per capita long-term capital and donations have been calculated by
dividing the sum of these international funds by the sum of population data.
Likewise, group averages of the ratios of long-term capltal and offiecial
donetions o merchandise exports have been cbtained as an arithmetic mean.
Other group averages are medians of individual country ratios.

Official doneticrs cnly.

Dets refer to estimates of assistance by the Govermment of Framce. to franc
area countries in Africa other than Morocco and Tunisia.

Execluding official donations.

Including private short-term capital.

Year ending 30 June for Puertc Rico and year ending 30 September for Halti.
Gross domestic saving negative In the year indicated.

As percentage of gross national product. For Pakistan, gross neticnal product
refers to fiseal year ending 30 June 1958. '

1957.
Excluding private long-term capitel.

As percentage of net domestic product. For India, net domestic product
refers to fiscal year beginning 1 April 1958.

Year beginning 21 March.
As percentage of gross domestic saving for fiscal year ending 30 June 1958,

- |
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such as Israel, Panama and the Republic of Korea, the inflow of long-term funds
was actually greater than the level of domestic saving.

37. A Pfar more striking evidence of the part played by foreign saving, consisting
largely of long~term capltal and official donations, in the financing of capital
formation in the under-developed countries is provided.in teble 15, Over the
veriod 1950 to 1959 as a whole, foreign saving augmented the domestic supply by
amounts ranging from 1 to 3 per cent of gross domestic product in about half of the
countries included in the table. O0OFf great significance was‘the market uptrendv

in the inflow of foreign saving during the decadei between 1950-1952 and
1957-1959, in a majority of the under-developed countries, it was mainly the
enlarged inflow of foreign saving that made it possible to raise or to meintain
17/

38, It is clear, even from this brief discussion, that long~-term foreign capital
and official donations have added significantly to the resources available to

many under-developed countries. However, it must also be borne in mind that
inflows of foreign capital eventually carry the obligation to service these lcans
end investments through the payment of interest and dividends. If investment

service requirements rise rapidly relative to total foreign exchange recelpts,

the total supply of saving for economic development.

it may be necessary for countries to adjust the level and composition of their
ilmports. If the process of sdjustment involves reductions in imports of
strategic capital goods, the pace of economice de%eloment is likely to be
adversely effected. That the expanded inflow of forelgn official end private
capital has in recent years plaégd a greater draft on forelgn exchange earnings
is illustrated in the table based od data for forty-nine countries vwhich appears
at the end'of this paragraph. Between 1951=1955 and 1956-1959, for these
countries as a group, the ratio of investmeht service payménta to export
earnings rose from 9.4 to 11.6 per cent. Given the vastly different experiences

;Z/ For explenations of trends in the levels of domestic and foreign saving;
see World Economic Survey, 1960 (United Nations publication,
Sales No.: 61.11.C.1l), chapter 2.
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TABLE 15

Under-developed countries: foreign and domestic saving, levels
in 1950-1959 and chenges in levels from 1950-1952 tq 19&?41959 gf

(Percentage of gross domestic product)

Levels Changes in levels
Total ' Net Total Net
Country net Foreign domestic net Foreign domestic
saving saving saving saving saving saving
Rbcdesia end Nyaselsnd . 23 9 14 3 T b
Venezuela . « . « + « . 19 3 16 ~1 L -5
Congo {Leopoldville) . . 18 2 16 -10 9 -19
Malta . + « o o« « o . . 18 3 13 8 6 2
Trinidad and Tobago . . 16 6 10 - - -
Jamaice . . 4 4 v 4 . 15 9 5 10 2 8
Union of South Africa . 15 1 1k -k -3 -
Costa Rieca . . . « +» o 15 b 11 - 1 -1
Puerto Rico . . . . .. 14 18 -k 1 8 -7
Burma . o + v o . .. . 13 -1 1k 7 10 -3
Greece v « o o o o o« o o 12 8 L k 2 3
Chine (Teiwan) . . . .. 12 7 .5 - - -
Brazil . + ¢« v « o o o 11 1 10 - -1 -
Portugal « + ¢« &« « & « « 11 5 6 -1 2 -3
Spain « + v e e 0 v . . 10 2 8 - 1 -1
MOTOCEO & v v s » o« - o 10 -1 11 -14 -9 -5
Honduras + « « « « o+ &+ « 10 2 8 -2 2 ]
Argentina . . . . . . . 10 -2 8 - - -
Turkey c s s s e e s 10 2 8 3 -1 5
Eeuador .+ + ¢ 4 o 4 o & 9 1 8 ) 2 2
Colembia o « » o o« o o « 9 - Q -1 -1 -
Ceylon s a8 s e s 9 - 9 -2 5 ~T7
Republic of Korea . . . 8 9 -1 1 2 -2
Indiga & « v « « o o+ . 8 1 T 5 3 2
PAaname « « o o o o o o 6 6 -1 i 2 2
Fhilippines . . « . . . L 2 2 2 1 1
Indonesia .« v & « & + . 3 1 2 -5 -1 «%
Chile &+ v ¢ v o o o o 3 2 1 It 2 2

(Source and foot-notes on following page)
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(Source and foot-notes to table 12)

Source: United Nations, World Economic Survey, 1960, teble 2-12.

af

For the following countries, the period differs from that steted: Burma,
1949/50-1958/59 %fiscal years ending in September); Brazil and Panema,
1950-1958; Honduras, 1950-1957; India, 1950/51-1957/58 (fiscel years
beginning in April); Puerto Rico, 1950/51-1959/60 (fiscal years beginning

in July); Argentina ard Trinidad and Tobago, 1951-1958; Portugal, 1952-1959;
Moroceo, 1952-1958; Chine (Taiwan), Jamelcs, Republic of Korea and

Union of South Africs, 1953-1959; MNelte and Bhodesisa and Nyasaland,
195k-1959; Greece, 1954-1958; Spain, 1954-1957. Where the pericd is
shorter than stated, the changes in levels are based on averages of two
terminal years only. '

For Indonesis and the Philippines, the dstes are based on gross national
yroduct; for India, they are based on net nmational product at factor
cost.

Foreign seving is equal to payments for ilmports of goods apd services minus
receipts from goods and services. A positive level of foreign saving
reflects an excess of such payments over receipts and a negative level

an excess of receipts over payments.
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of individusl countries with reepect to the magnitude of capital inflow and to the
profitablility of investment and terms of repayment of loans, the rate of growth
of investment service payments has lnevitably shown considerable variatlon among
reglons. The largest increase in these payments during the period under review
took place in the Middle Fast. Thus, even thougﬁ exports from this reglon
expended substantially, the ratlo of interest apd dividend payments to exports
rose from 13 to rearly 17 per cent. The ratlo also increases: substantlally in
Tatin America, vhere it amounted to approximately 15 per cent in 1956-1959. In
South East Asia, however, the ratio recorded only & fractional increase and

remgined at a comparatively low level.

Wet interest and dividend payments as percentage of eXports

Number of :
Reglon countries 1951-1955 1956~1959
Under-developed countries ko 9.l 11.6
AFPTICE 4 o s o s o o » o 8 9.9 11.0
Tetin America o « = « o 21 12.2 1h.7
Middle East « o » » « o 8 13.1 16.8
South Eagt Asia .« « « o g 5.6 h.h
OERET o = o o o o » & s 3 0.7 0.2

Source: See table T.

[oas



A/hgob
English
Page 50

TITT. INIERNATTONAL ECONOMIC ASSISTANCE BY CENTRALLY PLANNED ECONOMIES -

39. Data for the centrally planned economies do not provide an indieation of the
annual flows of loans and grents to other countries. Commonly the available
information refers to commitments, which may or may nbt have been utilized. Long-
term credit agreements generally stipulate only the value of goods to be delivered,
but the actusl rate of utllizatlon of credits 1s governed by annusl treaties.lg
Moreover, data on credits extended exclude repayments received by the lending
countries. While such deficiencies preclude exact comparison with capital flows
from developed private enterprise economies that were discussed earlier, broad
impressions of assistance provided by centrally planned economies can.nevertheless
be gauged from various officlal statements.

4o, Economic assistance from the centrally planned ecounomies to the under-
developed countries began in 1954. Since then the cumulstive amount of assistance
has increased rapidly. The avallable information shows thet by the end of 1960
commitments smounting to et least $3.2 billion had been made (see table lé).ig/
On the utilization of th;s aid,.however% only very scanty infbrmation is évailéble.
The bulk of economic ald for which commitments have been mede has been 1n the
form of credits. Crants have amounted to less than 3 per cent of total aid.

hi. By far the largest part of assistance from the centrally planned economies
has been provided by the Soviet Union. In recent years, however, the share of
other centrally planned sconomies in the total cumilative commitments has'beén
incressing: i1t rose from 13 per cent in 1957 to over 17 per cent in 1960.

h2. The distribution of assistance among reciplents has also shown a tendency
towards concentratlon. As mey be seen from table 16, of the commitments made by
the centrally plsnned economies, South East Asia and the Middle Fast have

18/ See World Economic Survey, 1960 (United Nations publication, Sales
No.: 61.IT.C.1), chapter 3.

19/ The total amouut of assistance cited in the World Fconomic Survey, 1960,

$4.6 billion (18.4 billion roubles), ls larger than the present figure because
of the inclusion of Finlend;, ITceland and Yugoslavia among reciplents as well
as the inclusion of data on assistance for non-economic purposes. Data in
table 16, however, are stated to inmclude only bilateral economic assistance to
the under-developed countries of Africa, Latin America, the Middle East and
South East Asia.

/609
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TABLE 16

Centrally plenned economies: commitments of bilatersl economic
asgistance to under~developed countries, 1954=-1960 g/

(Millions of dollars at official rates of exchange)

Counkry Before 1958 1958 1959 1960 Total

By donor:

Chine (mainlend}.eceeesoss- 82 26 - 21 129
Czechoslovekie, seeseesarse 21 &8 76 50 215
Eastern GOrmeny scecsee-cses T - 22 - 29
Po]-and. T e FO R AR A PSS - - 6 30 56
Romnia IE R RN EENE NN NRN NN - ll ua - ll
Union of Boviet Soclallst
RepublicB ssveercoscacnse 712 345 782 8ok 2,643
Yugoslavia LI I A A B RO N N N I - lo 67 58 155
 TOTAL, TONOR COUNTRIES 822 460 953 963 3.198
of which: _
Credits 769 héo oks5 939 3,115
Grants 5% - 8 2h 85
By recipient:
Africa
E’bhiopie. srsessnsIngnsavEne - - 125 2 127
Gh.ana B 4 E N SEFSAPSEIBSEANRADIESS Lad —— L d l"O ll'o :
G"llin.ea -'-----co------oc-_oot - - ’-l-l 5 l!‘6
Liberi&. L U IR B B R B RS B B R RN R BB A L4 L d - 5 3
MOI'OCCO SR d SR AFSAEEEESARS - - - - 5 5
Sud,a.n TR R R I N I Y S - - 15 - 15
Tl.lﬂiSia PRsBuEaE IS RN N WY - - - 5 5
Total - - 181, 60 241
Latin Americs
Argeﬂtinﬂ LR B O B B BN L N S B B BN AL I R ,‘I' 102 6 - .].12
cuba P EBASE PSP ARTAEE AR - - - 120 120
Total L 102 [ 120 2352
Middle East
Iraq_ s e asSssRrOURGROOBRS [ ER] - [ 158 ll's 185
United Arabd Republic EEgypt) 8 2l 122 225 596
United Areb Republic (Syria) 179 - 12 - 191
Yemen sosENPABEARSARRABIARS 16 J‘"l - - 57

Total 203 282 272 270 1,027
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Teble 16 (contiﬁued)

Countzy Before 1958 1958 1959 1960 Total
South Fast Asla
Afghaniabal «cesevecscanas 110 15 - - 125
BUTIIO sessnsarecesasanasa 06 - - - o6
Cambodia ceosasssecronacs 30 - - - 30
Ceylon seecosassasanscncns 19 ho 15 - Th
TNAIE eeecvaariresasanses 280 11, 450 195. a36
TRAONESI2 eoevrranonsnans 137 10 22 297 L66
NepEL sevesscesssvnasases 13 - 7 21 41
Total 615 76 hgh 513 1,698
TOTAT, RECIPIENT COUNTRIES 822 460 953 - 963. 3,198

Source: Division of General Economic Research and Policies of the Unlted -

Netions Secretariat, based on date from United Nations, Internstional
Economlc Assistance to the Less Developed Countries (Sales
No.: 61.11.B.2) and Officiel Records of the Fconomic and Social
Council, Twenty-sixth Session, Annexes, agenda ltem b,

, document B/315) and Add.l; from International Monetary Fund,
Internstionsl Firancial News Survey (Washington, D.C.}; and from
Bank Tor International Settlements, Press Review (Basle).

e/ Informstion mey not be complete.

accounted for 53 and 32 per cent, respectively. Africa and Latin America, together,
heve recelved rather less than 15 per cent. In part, this concentration has
stemmed. from the fact that the centrally pleanned economiés have gepefally confined
themselves to a limited number of major deals. For exemple, at the end of 1960,
fifteen credit agreements, each amounting to $100 million or more, accounted

for sbout 87 per cent of the total Soviet aid cbmmitments,

43. Among under-developed countries, India, the United Arab Republic end Indonesia,
in this order, have received the largest shares of assistance from the centrally
planned economies. However, on & per cepita basis as well as in relation to
national income, the Syrian reglon of the United Arab Republic has been the largest
beneflciary. The loans by the centrally planned economies are stated to aﬁount to
'one third of the total cost of the Syrian development progremme, if all projects

/e
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listed in the agreeménts are implemented. In the Egyptian region, credits
made_available by the centrally planned economies for industrializetion are
stated to represent about half of the foreigﬁ exchange cost of the region's
industrislization programme. The Soviet Unlon has offered substantial credits
for financing the construction of the Aswan High Dem. The lmportance of the
eid from the centrally planned economies to Afghanisten is indicated by the
fact. that in 1959 over two thirds of the country's forelgn debts were owed

to the Soviet Union alone. For Indla, while the absolute amount of commitments
is large, assistance from the centrally planned economles amounted to less
than one Tifth of totel external ald recelved in the nineteen-fiftiEs.gg/

bk, Some estimates of assistance by the centrally planned economies to other
centrally planned economies are provided in table 17, It should be emphasized,
however, that the data in this table are not strictly compareble with those

in teble 16. TFor exaﬁple, it has not been possible to exclude military aid.
Further, the amounts of loans which can be accounted for on the basis of
informetion relating to individual countries and years, and which have been
included in teble IT,'are éubstantially smaller than the totals in officlal
statements. These statements provide global figures wkich presumebly cover
all loans extended during & given period. As tﬁe coverage of data in table 17
varies from'coﬁntry to country and from period to period, inter-country
comparison can be made only in terms of very broad orders of magnitude.

45. According to official statements,-total credits extended by the Soviet
Union from the end of the Second World Wer to 1960 smounted to nearly

$11.5 billion. More than two thirds of this emount went to other centrally
planned econpmies. A tentetive estimete of aild commitments during 1950=1959
by all centrally plannéd economies, both among themselves and %o other

countries, indicates an amount of over $10 billion.

gg/ According to ohe source of information, the total commitments of bilateral
economic aid to Indie from the centrally planned economles to the end of
1960, $936 million, represented 16 per cent of the total suthorization of
external assistance from the inception of the first five~year plan in 1951
to the end of 1960. See Records and Stetistics, a guarterly bulletin of
the Bastern Economist, February 1961 (New Delhi).

/...
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TAELE 17

Centrally planned econcmies: commitments of assistance granted
and received, 1947-1960 a/

(Millions of dollars at official rates of exchange)

Country 1O47-1953%  1954-1957 l958—l959 1960 Total
By donor:

China (meinland)......eee. 12 738 voe ces ces
CZeChoSLOVAKIA veveeenases 80 171 Q0 12k hes5
Eastern Germany s..eeeess. . 286 cee 64 -
USSR LA R A RN A RN N N EE RN RN 1,815 1,566 ,'l'zl[' 3014’ ,'l',lOT
Other siseeecreeeesnenaens L 19 cen . 6%
TOTAL, DONGR COUNTRIES e 2,780 ces . .en ane

By recipient:
Eastern Furope

Albanial'.‘.’.'i.l...l..ll lla 71 132 s qa LN
BULZBTIE wevvevevosonncens 238 171 62 162 &34
CZQChOSlovakia tesreeanvenn 33 lll' ans R “ee
Eastern Germany .eveeseess 121 280 55 cas ses
ngary LI IR BN BE IR B NE BN B B I BN BN N 26 55h' 178 LI N L N ]
POland .seeveescsscnnccces 578 621 62 187 1,449
Romania LRI B R S BN B RE B NN A R RN NN 50 l’?o ane L N L

Total l,l]'l'll' 1,680 L 3 N ) LN ] LI

Other

China, (mainland)ﬁ/;....... 300 130 cen . cer

Mongolian People's
. Republic, North Viet-Nam,

North Korea ¢/ ..eeevesse 505 970 25 k1 1,641
Total 805 1,100 o e ves
TOTAL, RECTPIENT COUNTRIES 1,949 2,780 cor vee ere

Source: United Nations, World Econcmic Survey, 1960, tables 3-16.

(footnotes on following page)
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(footnotes to Table 17)

8/

Credits granted to and received from Yugoslavia and countries other than
centrally planned econcmies are not included. Data are based on
informetion on credits announced for individual countries and periods.
The aggregate data announced by scme countries are considerably larger
than the totals obtained by adding the credits indicated in the table.

In addition, Poland received from the United States loans aﬁounting
to $255 million in 1957-1959 and $171 million in 1960, .

Date on credits received and granted by mainland China and on loans
received by other Asian centrally plenned economies are considerably
lover than the figures derived from the budgetary date of meinland China.
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L6. Even though the availsable data are ineccmplete, it appears that Poland has
been the leading reciplent in Eastern Europe. By the end of 1960, Polend had
received commitments smounting to over $1.4 billion from other centrally planned
economies. The recorded loans received during 1950-1959 by other eastern European
countries appear to have been considerably smaller. The recorded credits extended
to the Mongolian Peoplé's Republie, North Kores and North Viet-Nam by zll countries
equaliled $1.6 billion. _

47. Between 1950 and 1955, the outflow of capital from the Soviet Union was mainly
directed to the centrally planned economies in Asia, especially to mainland China.
In 1956 and 1957, the major recipients of credits were the Eurcpean centrally
planned economies. Beginning in 1955, however, the flow of fumds to under-developed
countries other than the centrally plenned economies began to increase. Since 1958,
in fact, these countries have been by far the most important recipients of

Soviet credits. The diminished flow of Soviet capital to other centrally planned
economies in recent years was partly offset by an increase in outflows from
mainland China, Czechoslovakis and Festern Germany. A significant portion of the
capital outflow from mainland China tock the form of grants. rather than eredits,
the major beneficiaries being the Mongolian Pecple's Republic,; Worth Korea, and
North Viet-Nam. In addition to providing credits and grants to these Asian
countries, mainland China also granted loans to Albania and Hungery.

L8. The forms of credits have varied. In the first post-war years, credits by

the Soviet Union to Eastern Buropean countries consisted largely of gold and

hard currency loans. From ebout 1950 to 1955, credits were extended largely

in the form of capital goods; but in 1956 and 1957, they were provided.mainly

for covering trade deficits. The character of Toreign capital flows underwent
another change in 1958 when grester co-ordination of long-term planning was sought
through the Council for Mutual Economic Assistance., This co-ordinstion took the
form of agreements providing for inter-country specialization Iin various fields of
econamic'activity and thereby affected the composition of foreign loans.
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IV. CONCLUSION

49, The fact that during the years 1951 to 1959 under-developed countries
received & net flow of official donestions and long-term capital emounting to
$35-36 billion clearly indicates the degree of awareness in the more develcped
parts of the world of the needs of these countries. It'is but enother aspect of
t+his sawareness that donations by CGovernments have constituted the largest single
component of long-term funds moving to the under-developed countries. While the
flow of official capital has not been as large as that of private capital, it
hes nevertheless mede a substantial sddition to resources for economic
development. |

50. Recents years have witnessed a nuriber of encouraging developments in the flow
of long~-term funds to the under-developed countries. New institutions, such as
the United Nations Special Fund, the International Development Association and
the Inter-Ansrican Development Bank, have been established with a view to
inereasing the flow of economic ggsistance, Also, the contributing countries
themselves have undertaken messures to accelerate the international movements

of long-term funds. In some cases - in providing aid to Indis and Pekisten, for
example - contributing countries have sought to approach the problem collectively
and to assure assistance for a comparatively long period. There is reascn to
believe, therefore, that the upward trend in the flow of funds to the under-
developed counfries is likely to be sccentugted in the years to come. Thus,

the net flow from’ﬁhé developed countries of North Americe, Western Burope,
Australias, Japan and New Zeeland, amounting to 0.8 per cent of their combined
gross domestle product in 1956-1959 - three-fourths of which went to the under=
developed countries and the remsinder to the international institutions - may be
expected to increase even further in the foreseeable future.

51, The upward trend inlthe flow of forelgn funds has been of crucial
importance in raising the levels of capital formetion in the under-develcped
countries. During the decade of the nineteen fiftles, only a limited number of
these countries succeeded in increasing domestic saving in relation to gross
domestic product to any gignificant extent. Thus, it was generally the enlarged

balance of imports over exports of goods and services, financed in the mein
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through increases in the flow of long-term capital and official donations, that
enabled many under-developed countries to achieve higher levels of investment.
52, While the incresse in the flow of foreign funds has been substantial in each
of the components, the distribution of recelpts of funds among geographic

regions and smong groups of countries according to their stage of ecoﬁomic
development bas been far from even. In particular, private capital hes had a
marked: tendency to be concentrated in counfries,whose exports are.buoyanf or
which have already reached a higher level of develoﬁment. To an ektent, however,
the concentretion in the flow of private capital has been offset by official
grants and loans. Even. though ﬁoth higher-income and lower-~-income under-developed
countries have received official economic assisfance, there haé been;a tendency
for offiéial—grants and loans to be provided in increesing emounts to the'lower-
income countries. A

53. Although the broasd conclusions remein valid, thé limitations of data are
such that it has not been possible to arrive at firm,generalizétions with regard
to certain details. For a number of countries, the belance of payments data are
not avallable for the entire period covered in this report; and for many others
they are not available et all. TIn the centrally planned econowmies, although the
absence of balence ¢of payments data is met to some extent by direct information
on commitments of economic ﬁssistance provided or received, it is.not possible

to measure the annual flow of economic aid. In several cases, date for certain
components of balance of payments are shown only on a "net" basis, thus

providing no indication of "gross" flows. Such deficlencies undoubtedly complicate
the task of estimation and analysis of international,movements of capital.

S4.  Even for countries where halance of ﬁayments accounts are available for the
full pericd and for gross as well as net flows, there are other‘limitgpiohs

from the viewpoint of a study of international economic assiétgnce. -The balance
of payments accounts, for exemple, do not show distribution of outflows by
reciplent countries or by recipient under-developed reglons. Likewise, thére is
no relevant information on the distribution of inflows by contributing of lending
countries.

22+ Difficulties also arise in commexion with the terms "private” and "official
and banking". As explained earlier, the same.transaction between tﬁo coﬁntries

e
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mey sppeer, say, ac "private" in the records of ome country and "official and
banking” in the accounts of the other. Inclusion of all banking transactions,
private or officiel, with other officiasl transactions presents yet another
limitation.

56, Given the shortcomings inherent in the evailable date, there appears to be
urgent need for more detailed and more suitable information on the part of all
countries. Only through such international co~operation would it be possible to
provide a more realistic analysis of the megnitude and distribution of
international movements of long-term funds. It mey be hoped that efforts would
also be mede to f1ll the serious lacuma of information on the utilization of
economlc assistance by the under-developed countries.
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ANNEX

Reconciliation with OEEC date for 1956-1959 on the flow of long-
- term funds from developed to under-developed countries

l. The deta in this report indicate that the net flow of long-term capital

and official denations from developed countries of North America, Western
Eurcpe, Australia, Japan and Hew Zealend to the under-developed countries
(excluding funds made available through international fimenciel agencies) |
averaged $4.5 billion per annum during 1956~1959. The Organizétion for Burcpean
Economic- Co-operation (QEEC), on the other hand, estimates "the flow of fimencial
resources from the developed member and associated countries of the OFEC to
countries in the course of development" during this period to be $6.8 billion
per annum,éf of which $500 miliion was'channelled‘thfough’ihternatidn&l:agencies,
leaving $6.3 billion per annum 8s the amount of biloteral assistance. The
principal factors accouting for differences between these two estimates are as’
follows:

Definiticn of assistance and tasis of reporting

2. United Wations estimates are based nainly on the balence of payments data
for long-term capital and official grants accorﬁing to the definiticns of the
International Monetary Fund (IMF). OBEC estimetes are derived from information
supplied directly by Governments of developed countries for the purposes of its
report on the flow of finanelal resources to countries in course of econcmic
development. The OEEC definition of economic assistance is not identical with
that of balance of payments“stétements on flows of funds. It includes certain
current outlays (for example, grants for current purposes by France and other
Western Eurcpean countries tc overseas territories and associated cpuntries) as
well as some capital flowe that are genevally treated as "short~term" transacticns
in balance of payments accounts (such as undisbursed proceeds from seles of

N

g/ Organizaﬁion for European Economic Co-operation, The Flow of Financial
Rescurces to Countries in Course of Economic Development, 1056~1959

(Paris, 1961).
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surplus commodities by the United States. It also includes estimétes for
certain transactions which are not included in balsnce of peyments statements,
notably export credit gusrentees, French privete investments in the franc area
and, for a number of countries, reinvested earmings in under-developed
countries,

Country coverage

3« Data in this report include among developed countries Australia, Finlend,
Jepen and New Zesland, which are excluded from the OEEC data. Ireland snd
Portugal are treated as recipient under-developed countries in United Netlons
tables but as contributing countries in OEEC tables. South Africe is also
included among the under-developed countries in United Nations tables, but is
not covered at all in the (OEEC data. Yugoslavia, on the other hand, figures
among under-developed countries in OEEC data, whereas transactions with thet
country, to the extent that they can be identified, are included in the total
flows to centrally planned eccnomies shown in United Nations tables 1 and 3.

Statisticel faectors

L. The estimate of total flow from developed to under=-developed countries
shown in tables 1 and % is cbteined as & residual which, even after the
adjustments thet have been made, includes unallocated flows as well as errors
resulting from discrepancies in definition and coversge in the repérting of
transactions by individual developed countries.

5« The order of magnitude 6f the factors listed sbove is indiceted by the
following figures for 1956-1959:
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Factors resulting in underststement of United (billiens of dollars
Nations totale compared to OEEC estimates per annum)
Grants for current purposes by France and other Western
European countries to overseas. territories and assoclated
COuntries.E/ ....‘.-ﬂl..I-Ill-I...........li.l.-.‘..ll.IH....O O.ll.

Undisbursed local currency proceeds from United States
S!lrplu.s sales 1_)/ st cseaNasensudvotBEteneceaRNerEtEtsERRN DTSSR O_J_}.

Export credit gusrantees B/ c.veeereceerisrcarnansesassnacnciae 0.k

French gross private investment in franc area p/ (including
rej-U.VEStEd eamingﬁ' l.......l'..lll..lll'.ﬂ.l.'ll..l..ll.l.' O.ll'

Estimste of reinvested earnings omitted from balance of
pﬂyments dﬂtai/ ﬂ.I..Dﬂ........‘.....l-.l..‘...l...Il.......'l Ol3

Assistence given by developed countries to Yugoslavia ..eceeeses 0.1
Total 2.0

Factors resulting in overstetement of United
Nations totels compared to OEEC

Econcmic assistance given by Australia, Japen, New Zealand .... 0.2

Grants Lo internationsl technical assistance and relief
agencies ineluded in United Nations total 4/ eevececercoscsss 0.1

Total 0.3

b/ OEEC estimate.

¢/ OEEC estimate for re-investment earnings of enterprises in under-
developed countries comtrolled by residents of Belgium, Caneda,
the Federal Republic of Germeny, Italy and Portugel and part of
the estimated transactions of enterprises controlled by United
Kingdom residents.

d/ These grants are not included in the OEEC estimete of bilateral
eontributicns.,
6. ‘These items sccount for all but $0.1 billion of the difference between
the OFEC estimate of bilatersl sssistance of $6.3 billion, and the net flow
of funds to under-developed countries shown in table 3. In view of the fact thai
many of the above estimates are rough approximations, the remaining difference

between the two estimetes is well within the mergin of error.





