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The present report is the second in the new series of annual reviews: of the
international flow of long-term capital and official donations. Part I examires
the flow of funds from the developed countries, the flow of funds to the
under-developed countries and the intermational econcmic assistance of the
centrally planned economies during the years 1959-1961. This part is prepared in
response to General Assenmbly resolutions 1522 (XV) of 15 December 1960 and
1711 (XVI) of 19 December 1961, and to Econcmic and Social Council,
resolution 780 (XXX} of 3 August 1960. In resolutions 1522 (XV)} and 1711 (XVI),
the Assembly requested the Secretary-General to prepare an annual report on the
extent of progress towards increasing the flow of intermatiorel assistance and
capital to under-developed countries so as to reach, as soon as possible, an
amount approximately equivalent to 1 per cent of the combined national incomes ofa
the economically advanced countries. In resolution 780 (XXX) the Council requested
the Secretary-Gemeral to assemble data and related information which would
faellitate the study of the internstional flow of public and private capital,
rarticularly to the under-developed countries.

Fart IT of the report reviews the intermational flow of private capltal during
1959-1961. This represents the second trienmnial survey on the interpatiomsl flow
of private capital as requested by the General Assembly in its resolution 1035 (XI}
of 26 February 1957; the preceding survey was published under the title of The
International Flow of Private Capital, 1956-1958.

For the lnternational flows relating to the developed and under-develorped

countries based onm private enterprise, estimates have been derived mainly from

balance of payments statements as published in the Balance of Payments Yearbook

of the International Monetary Fund. For the centrally planned economies, since
balance-of-payments data are not availlable, estiwates have been based on reports
of the contributing countries on the volume of their economic assistance,
supplemented by similar reports from reclplent countries. However, such estimates
generally represent commitments rather than actusl flows in a given year. The
estimates for bhoth groups of countries froﬁ these sources are supplemented by the

replies of Governments to the speclal guestiomnalre on the intermational flow of
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long-term capital and central government transfer payments, isesued jointly by the
United Nations Secretariat and the International Monetary Fund in 1962,

Definitions in this réport differ in some respects from those in the first
issue in this series owing to revisions in data and in the system of classification
and presentation introduced by the International VMonetary Fund in the Ealance of
Fayments Yearbook.
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The following synibols have been used in the tables throughout the report:

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

A dash (-) indicates that the amount is nil or negligible.
A full stop (.) is used to indicate decimals.
A comma' (,) is used to distinguish thousands and millions.

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

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

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

of rounding.

Certain abbreviations bave been used: IBRD for International Bank for
Reconstruction and Development; IFC for Internatioral Finance Corporatlon; IMF for
International Monetary Fund; EEC for European Economic Community; OECD for
Organizaticn for Economic Co-operation snd Cevelopment. “Rhodesia and Kyasaland"
gtands for the Federation of Rhodesia and Nyasaland. Unless otherwise iﬁdicated,
the classification and definition of capital flows conform to those employed in the
Bulance of Payments Manual (third edition) of the International Monetary Fund.

The designations employed and the presentation of material in thie publication

do not imply the expression of any opinion whatsoever on the part of the Secretariat
of the United Nations concerning the legal status of any country or territory or of

its authorities, or concerning the delimitation of its frontiers.
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Cbapter 1
THE FLOW OF FUNDS FROM DEVELOPED COUNTRIES

L. The years 1959 to 1961 were characterized by uneven economic progress in
the mejor industrially developed areas which account for the bulk of the
international Tlow of long-term capitel sund official donatlons. In Western
Eurcpe and Japan a setback to domestic expansion in 1958 was followed by
sustained growth in the subsequent years. In North America, on the other hand,
high retes of expansion in 1959 were subseguently curtailed by a recession which
extended from the middle of 1960 into the early months of 1961, Developments with
regpect to exbernal balances also varied considerebly. Continentel Western
European countries generally experienced uc significant deterioration in thelr
external payments position in spite of rising imports in 1960 and 1961, while
the external balance of the Uhitea.Kingﬂ&m1woreened~in the early part of 1961,
and the United States! international reserves declined rapldly in 1960 and to &
lesper extent in 1961, -

2. Desplte the North Americen recession, the outflow of gold from the United
States, and the high returns on capitel obtainable in Western Europe and Japan,
the net flow of long-term capitel and official donations from the developed
countries as & group to the rest of the world roee substantially, both in 1960
énd in 1961, the rate of increase exceeding that of the domestlc product of
developed countries. The uneven pace of the domestie expangion in North America
and Western Eurcope, and the imbslance in the United Btates externel transactious
had, however, & significent impact on the pattern of long~term cepital
transactions between the various groups of developed countries, and they also
affected the composition of capital flows to the rest of the world.

3, The net flow of long-term capitel and officlal donations from developed
cepltal-exporting countries rose from $7.6 billion in 1959 to $8.1 billion in
1950 and to $9.2 billion in 1961 (see table 1). At the same time, net flows
into developed capital-importing countries declined to some extent; the net
flow of funde to the rest of the world consequently rose from $5.3 billion in
1959 to a new peak, of $7.2 billion in 1661, 'The average annugl flow for the

[ens
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three~year period of $6.2 billion represents a very substantial Increase over

the levels attained during the decade of the ninsteen [ifties. Data presented
in an earlier reporti/ show ennual flows to the rest of the world to have
amounted on the average to $3.3 billion during the years 1951-1955, and to

$5.9 billion in 1956-1959. The average for the latter period includes, however,
the additional capital subscription of the developed countries to the |
International. Monetary Fund in 1959, ampunting to $3.9 billion, which is execluded
from the revised data for 1959 shown in table 1 'below.g If this speclal
transaction is excluded, the average annual net outflow for 1956-1959 would be
approximately $4.9 billion.

}/ United Wations, International Flow of long-term Cepital and Official
Donations, 1951-1959 (United Nations publication, Sales No.: £2.11.Dul)s

g/ The data for 1959-1961 shown in table 1 also differ in some other respects
from thosge which had been used in the computations of the 1956-1959 average.
The third sdition of the Balance of Payments Menual of the Internaticnsl
Monetary Fund wilch was lgsued in 1661 includes a number of revislons with
respeet to the definition of flowe, znd the telence-of-payments statlstics
for the years since 1950 were revised to conform with the changed
definitions, The data presented in the present report are consequently
based on these revised definitions, while those shown in the United Natlons
report on International Flows of Long-term Capitel end O0fficisl Donations,
1951-1959 conform to the definitions previously applied.

Revisions affeect primerily the treatment of flows of officlal and banking
funds, which were previously combined under one heading. Under the reviged
definitions, capital transacticns of the Government are separated from those
of central and private monetary institutions. Conseguently the capital
subscription to the International Monetary Fund in 1959, which was a Central
Bank transaction, is no longer included in the flow of official capital as
it is currently defined, As indicated in footnote a to table 1, the data

in the present study exclude all transactions of monetary iunstitutlouns.
Consequently flows of official capital (termed "official and banking"
caplitsl in the earlier report) exclude, in addition to the transaction

with the International Monetary Fund mentioned above, also some long-term
transactions of the private banking sector, which had previously been
ineluded, This omission from totels shown in the present report was
necessitated by the unavailability of date for several of the major countries.
Other revisions affecting the comparability of the data in the present report
with those for 1951-1959 include a broadening of the defimition of "offieclal
donations® %o inelude annual contributions to meet operating expenses of
interational asgencies and certain other transfer payments, which are not of
mejor significence. A comparison of data for 1959 classified according to
both definitions shows the net flow from developed countries to the rest of
the world %o have been larger by $4.1 blllion under the earlier
classification; of this amount $%.9 million is accounted for by the capital

(Foot-note continued on following page) Jens
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h. Among capital-exporting countries the United States predomineted as in the
rest. For the entire three-year period, its share in the total net flow frcm
the group éveragéd gbout two-thirds, which was similar to that of the second
half of the nineteen Fifties. However, apart from 1960, which was a peak year
for United Stetes capital cutflows, the proportion of capliel supplied by the
United States was well below the three-year aﬁeragé. France, the Federal
Republic of Germany and the United Kingdom sccounted for the wejor part of

the remeining outflow. |

5. Canada retained its position as the largest single net reciplent of capital
among the developed capital-importing countries, but the inflow intec this
country was halved bhetween 1959 and 1661, Australia, which had long held second
piace among developed capital—impofting countries, appears to have been digplaced
in 1961 by Itely, s country that recorded exceptionally large gains in the
inflow of'capit&l both in 196Q and 1961. As net flows into gome of the smaller
capital-impofting countries slsc increased during the perlod under review, the
shere of Canada fell from over two-thirds of the total in 1959 %0 less than

Lo ﬁer cent in 1961,

6. In 1960, the considerable rvecovery of private long-term capital flows from
the low level to which they had dropped in 1959 contributed to the acceleration
of international capital flows.5 The expansion had its origin in the

United States, where the met outflow of long-term private funds increased by
close to one-third and in & shift in the positlon 6f France from net importer

to net exporber of private capital. The recbvery in the outflow from the
United Stetes ermsed the loss of the precedlng year.}/Although a large part of
the rise was abeorbed by other developed countries, chiefly in Western Eurcpe,
the net flow of all developed countries to the rest of the world registered 2
substantial advance over 1959. The development was reversed in 1961, when &

sharp contraction in the net outflow of United States privete capital reduced,

~ (Foot-note g/ continued from previous page)

subeeripticn to the Interraticral Monetery Fund. The remsining difference,
which elso includes revisions in the basic date reported by individual
countries, is thus of the order of $200 million, or less than I per cent
of the net flow in 1959 excluding the subscription to the International
Monetary Fund.

2/ Private cepital flow is singled out for detailed consideration in part IX
of the present report. /
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on balance, the total amcunt of such funds flowing from capital-exporting
countries. Although the net flow into the developed capltel-importing countries
also declined, net receipts of private capital by the rest of the ﬁorld
nonetheless fell off substantlally. Thus, in 1961, it was the Governments of

the capltal-exporting countries rather than private capital that bore the brunt
of thelfurden of expending the flow of long-term funds to the rest of the world.
T. The net oubtflow of offieial capital from capltal-exporting countries, which
had increased by less than $1C0 million from 1959 to 1960, rose from $1.8 billion
in 1960 to $2.9 billion in 1961. This rise originated exclusively in Western
Europe since the net outflow of official capital from the Unlted States declined.
Nevertheless, the increase of $l,l billlon in the net flow from developed
countries as a group to the rest of the world was in fact not pfimarily directly
attributable to the Western Buropean countries. The pattern of transactions in
1961 involved large dollar transfers by individuel countries in Western Europe %o
the United States in connexion with advance repayments of officlal loans, a
meesure waich was designed to reduce the pressure on the United States' reserves.
At the seme time, the United States Government accelerated the flow of offlcial
capltal to the under-developed counbries, partly in the form of local currency
loane, end it also subscribed capital to the newly-established mulitilateral
lending agencies.

8. Changes in totel official donations paralleled those of official capltal;
there was = substantial rise in officisl donations in 1961, after a year in
which' such donations had tended to level off. The Western European countries
and Japan accounted for the larger part of this increase, and by 1961 their
comblned donatlong were equel to three-guarters of those of the_Uhitéd States.

Q. The sherp recovery in flows from the private sector in the capital-exporting
countries in 1960 and the rise from the public sector in 1961 resulted in shifts
in the composition of international capital flows, which are lndicated ln table 2.
The share of private capital in the net outflow from the capital-exporting
countries rose in 1960, but it subseqnéntly declined below that of 1959; official
capital gained new prominence in 1961 when ite share protebly exceeded that of
any pericd since the beginning of the nineteen fifties. Official donations
remained the largest component throughout the three-year period, thelr share
recording only minor fluctuation. Flows into developed capltal-importing

[ons
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ecountries became increasingly concentrated in the private sector, as the relative
share of flows into the public sector declined sharply both in 1960 and 1961.

Az can be seen in table 1, the decline in the relative share of officiel capital
was attributable to a sharp contraction of new foreign borrowlng by the Canadian
authoritles, which was only partially offset by increases in other countries.
Chaunges in the pattern of net flows to the rest of the world reflected the
growing emphasis in developed countries on official lending. A&lthough the
relative share of private capltal increased temporarily in 1960, that of officlal
cepital rose both in 1960 and 1961, while the relative share of official
donations to the total flow declined in both years.

Table 2. Developed countries: Percentage distribution of net international
flows of long~term cepital and official donations by type, 1959-1961

Item end year Total Official Fet long-term capital
donations Officlal Private

Net flow from capltal-
exporting countries

1959 YTsesaenaNsEsREERESS Y 100 39 25 38
-1960 EtsdsraRNEBsEIRNENE TS 100 57 a2 b1
1961 LA A RER R R BN N RN ERNNERNNEHN) 100 37 31 52

Net flow into capltal-
importing countries

1959 tesEsoaRAsERREEERAEEYS 100 "'T 2}'1' 82
1960 nEsaTsEDIRERRERNREAR S 100 -7 16 oL
1961 St ssTISNEEREEREESRETED 100 "‘5 12 9J+

Conmbined net flow to
rest of the world

1959 -oooctononq'o-al-anoot loo 58 23 ’19
1960 sesecsesnasasessansas 100 52 25 23
1061 eeeansncsansssassnnas 100 Lo 36 15

Source: Teble 1,
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10. On the basis of the replies of Governments to a speclal questionveire

issued Jointly by the United Natlons Secretariat and the International Monetary
Fund, it 1s now possible for the first time to describe in quantitative terms

the changes in the direction of flows from or into the major developed countries
in 1960 end 1%6l. As may be seen from table 3, the United States total net
outflow to other developed countries declined from 1960 to 1961 by close %o

$l billion, as & result primarily'of increased offiecial debt repayments by the
western European countries and of reduced private long-term investment in Canada
and in the United Kingdom., At the same time, the major Western European capital-
exporting countries as a group shifted thelr position from that of net reciplents
of long-term funds from other developed countries in 1960 o that of net exporters
in 1961. This shift occurred in the Federal Republic of Germany and the
Wetherlands, while the large net inflow into the United Kingdom in 1960 was
éharply reduced in 1961.E/ On the other hend, there were increases in net flows
from the United States to the under-developed countries and internetional
institutions, the increase to the under-developed countries amounting to about
$700 million. Net flows from the cepltal-exporting countries in Western Rurope
to these destinations also rose, though less repidly then those from the

United States. The comblned rise in the net flow of long-term capital and
officiel donations from the major capitel, exporting countries to the under-
developed countrles was thus of the order of $900 million as teble 3 indicates.
1l. The data for the major developed cepital-importing countries, though
incomplete, indicate & rise from 1960 to 1361 in the net flow into the Western
Huropean countries and New Zesland from developed countries., In several cases,
the contribution of developed capital-importing countries to the supply of capital
and donatione flowlng to the under—devélqped countries increased, but the amount
of such transactions remained small, A few countries alsc reduced their net
receipte or incremsed their net contributions of long-term funds to international
institutions, end the group &s & whole, which had been & net recipient‘of funds

from these sources in 1960, probably became a net contributor im 1961.

&/ Data for the United Kingdom have been adjusted to include receipts from one
large transaction ($367 willion) with the United Btates in the totels for
1960 instead of those for 1961 as reported in the United Kingdom balance of
payments. This transaction was reported by the United States in 1860, the
year of its completion,

[oee



_.
*IQ6T UF WOFLTTW Cgf poe 096T UF WOTITIE (¢d O3 pojunims gqorus ‘dpe
+pogEnies ATT¥ER.ced BT ©IEp THST UF Jusuodmon TEyTded

Ul DPRLFLIUSDT 8Q JOUNED SUOTNITREUT THUOTIBUISIUT [T SUCTIOESUSIY UC BYEp SuRYT POJEDOTLHIN SPUTAUL SSTIUNCD PodOTaARP~ISPUIL EWOIT IO 03 SROTI 48y
+pBXRA0D AT3TSN00UT axe Te4pded WxS9-BUOT SBALLI JO SAST UL JBYYO pUR POATeOsy mquenlmdod weoT f8m0Ty TELTAYD HUSIMEDAUT 130JTp o9BATId BUTpNTORE

TOTHA UOT4OUSHEI) 81AYad STHUES T HITM UDTXRUUCT U WOTTLTM L9¢¢ J0 seqwqg pesTw) euy moay s3dpeced TYST U OPNIOXS DUE OQAT UT SPULOUT 0% pAgenlpv
*8yep spueminl Jo PoweTEq Jo £EFEG UO POABUTE0 ATRIEd T96T UF SAOTY IO UOTINGLIINTA

PODNTOU 808 [OTUA IO SEZDE fX04088 ATEMSUOR oEATId oY JO SUOCTLUGSUGA) OTUPIFIIUSPT TTF IO T OT4W) UT UOTSNIOXS sU3 BT Sefqiredsip Jo S%umes upsu
SUI T BTQB] U UACUS DEOYS WOIJ S9ERD JO JEQENU T U JOJILP SOTIUNO0 TUAPTATPUT JOJ STTI0% ‘pSpNIouy SaoTs Jo vedAn oUy WL SOUSISIITR O Futa)

spung Lreqsuc TRUOTHEUASYUT SUY PUB GELISHSJ09E SUOTHEN

11998 oYL YITA UOTHOTIOD UT TOTU[ 95TA08 ©UY 0 BOTISATTSP 45U FUTIMTOXE
oquapad fareel TEOSET TG/090T 843 JO SUOTIOWRURIY squeserdas BREp (GG o% JuRuodwod TeRyded BLBATI]

*gapueinos uBTeI0F Jo SOTIXETPIEQNS UWIPRUE) JO eSUTUIES pPeqESAUIsd JO SEWLLES SpOLOU 0% peqenfopy

*80TJAN0 98U SO4ESTHUT UTES SMUE {EpUNG JO ACTJUT 35U S69WOTPUT uBs of +oTaw) jussexd ouy up

/aq
*soan0g
&
72
*0g6T IOF BYED 56IBIE DEGTU) UT PEPWTOUT ST 5
<]
IE
sseneupyes Lreurmrredd oxw TO6T 403 wiEQ /4
/2

DogTUn sug Aq ATauiol penssT egpeuuciasenh [TIoeds WO POsEq f3ETIEjeDE Suole PORTUN AU3 JO SST0TTed PUS YI4wSSsy STMOUCOE TBISUSD JO mEAMy Sdinog

*ne - . Hmm-hl m Flm & * & » » - . e mﬂﬂhﬂgﬂ
T s 8 999 adap a0qD fLERny
ses - 2065 T “r * + gaTIUNO? Furgaodnt
i ~ % % ~TeyFdE0 DA0qQE FTE0L
“es . . K [ FX4 o) CHT v o spTIqmnon wEedoLn
TIIEON BACHE fTEIAL
- - i - - utooﬁﬁocooghﬁﬂ—ﬁ
At o1 2 gl &g \mm g Ly m.. m e e e s e wopeag
T Wl h..n er *ul " °
m._” Fan I= m m..mm T W.H MM H_“ MM ----- . ﬁ
.H‘ Hl .H N - .-ﬂ -------- *» 0
e Mﬁﬂc 'Y} e rer - .ﬂl M.l mw R % & % & & & O 4 2 Mﬁﬁﬁﬂ@nﬁ
SELIMUN0D uesdoany WISgeeM
- - L' og AL - - - &2 2= S POETERZ Mall
- Lr- 26~ lge g6e - he g6~ 66t ocH crereees /u erramsny
osw e [y enw Y - oT= 8! wmmu.ﬂ h.ONﬂH . « b oW \Wg
isoTImios Bupqaodm~TeqidE
&og- - L¢ 0og° - 156~ Ll ges- Lepfe cIR T Olufge v %+t v ¢ seTIYIMOD
969 6L K 8y ‘ Supgaodimeregrdes “T840%
ot~ o9 60C- 8Lt gir- i €9 96T~ 6 £eT- tese v e e v e yudep
HI= oceg- BGEE= é0L- 96~ 12 0%~ oTefz- o0&z cozfe- et d s HITIPMOD
uwsdoand wioyson ‘18305
T ge- L~ L1t~ Shg~ g g~ G- gf la=  vmee pe e SpORTISYAN
. a0 gOT 40T HT2 zT s mm.l 4—“1 QOT~ - \M SBamogmesmit-m P reg
2= HTI- B1¢- Lgg~ ot~ 9= 42T~ gz~ 65T gre- (oTTandst [RIepsd) Awemisg
mu m__m.. 6e- ogg~ mmm.. m.. o= T 3T~ OgE~ e wu /3 poeTIszaTag
T - 00g~, & o= T og= 659~ T HUr- v ¢ o0 v 0 /o unpBuTy PRATUN
m 8. N._HNA.._”I \WWMHI 8No..hl 2 m.ﬂl ﬂm.ﬂu..ﬂ.l ﬂhMl .—a._“NN.Hl " s s 2 4 2 8 ¥ & \m.. SOTRILL
BOTIQIMON WRHdOINH UJISLS0N
Sgt- e ToT 4= foa‘r-  900°g-  goT- ane- i em ZITfg=  HIfg= ¢+ ¢ 0+ * ¢ seguRg DG
LEQTIOWI0D Fupgandie-Tenrde)
mmwsonouw SHOT4AMA AT BRTLmmoD ok iwlrioby )= ogsiagdingtiym g d HETIINOD
paumerd TeuopyER”  padoTaasp BOTIGIMOD Te30L  peuueTd TEUO0TqEn podoreasp  Eopagmop  TE4OQ Lryumoy
Apresusp =equ] Iepun paddoTaang Apresus) =289 =TORN podotased
, T96T . 0g6T
3G (eTeTIop o SUWOTITHH)
mw & TOST pUR (g5 ‘UILIO JO UOTHEUTSeD
ZE A

Jo gERX® A SUOTYEUOD TEEOTIIO0 DB TERTUED @I0ge

J° \lensn.nh TEUOFHEUIOUT 200

: EOTIqINOD pedoToAsg

‘¢ OTqEL



A/5195
English
Page 17

12. The transactions of all developed countries with the centrally planned
econcmies were characterized by some advance in the net outflow of long-term
funds. Net loans end grants by the United States increased moderately while
the Western Europeen countries as a group recorded a reducticn in net receipts
chiefly from ecredit repayments by the various Eastern Europesn countries.

13. The rise in the net flow of funds to the under-developed countries
reflected increases in official donetions end in new lending and investment, as
well as a slight decline in repayments received from them. Data on gross and
net flows of long-term cepital from some of the mejor capital-exporting countries,
which are shown in table k indicate e rige in the ratio of net to gross outflows
to under-developed countries. These data may not be entirely representative of
all transactions with under-developed countries, as they do not include flows
from Belglum, where cepital repatriation was substentisl in 1961, nor those
from Frence. But the experience of the other capiltal-exporting countries was
sufficlently consistent to be indicstive of the prevailing pattern‘in 1960-1961.
The retic of net to gross outflows increased in the case of the Netherlands,
the United Kingdom end the Unlted States. In the case of the Federal Republic
of Germany, the ratio declined as & result of a sharp rise in repayments of
private capital, while the ratio for official capitel remained unchanged. The
rise in the ratio of net to gross outflows applied to both official end private
capital flows, though there were some inter-country variatlons in this respect.
Perhaps s more significant fact than these short-run changes in ratlos, which
is revealed by the date on table 4, is fhe difference between the ratios for
official and private capital respectively. It appears that gross infilows

have tended to absorb e higher proportion of new outflows of official funds
than of privete capitél. This probebly reflects the fact that contractual
obligations releting to official loans involve a steady flow of repeyments,
while flows of private capital to the extent that they take the form of direct
investment do not give rise to such repayments.

1k, It has been pointed out that contributicns by the developed countries to
multileteral agencle8 rose substantielly during the period under review. To the
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extent that such contributions were in the nature of cepital subscriptilons

to newly established multilateral lending agencies, they représent non-recurrent
transactions, which will benefit the under~developed countries in fubure years
as additional loans are made rather than at the time the funds were transferred
by the developed countries. Moreover, while new sgenciles were established or
started operaticns, the gross flow of losns from the Tnternational Bank for
Reconstruction and Development tapered off. At the same time, recelpts on account
of repayments of earlier loans rose sherply. Consequently, the net disbursements
to the under-developed countries declined from 1959 to 1961 as table 5 shows.

15. The recent advances in the net flow of long-term capital end official
donations from the developed capitel-exporting countries proceeded at a rate
well in excess of that of the ecmbined domestic product end domestic fixed
capltel formatlon of the countries concerned. This wes notably the case in
1961, when growth rates in western Burope slackened to some extent and gross
output in the United States recorded, on the aversge, only & smell advence

owing to the recession. Thus, the net outflow from capital-exporting countries
as. a group rose Irom somewhet more then 1.1 per cent of thelr combined gross
domestic product in 1960 to 1.2 per cent in 1961 (see teble 6). In relation
to gross domestic fixed cepital formation the total net outflow rose from

5.9 to 6.5 per cent. In the developed capitel-importing countries the
contributlon of foreign capital to total resources end to investment declined
appreciebly. 1In 1960 net cepital receipts were equivalent to aebout 1,7 per cent
of thelr combined gross domestic product and to 7.3 per cent of domestic capital
Tormation. In 1961 the inflow of such funds declined to the equivalent of

1.5 per cent of the group's total demestic product and to 6.6 per cent of its
grogs capital formation.

16. The expansion between 1960 and 1961 of the net flow from all developed
countries to the rest of the world raised the share of thelr combined product
which they devoted to thls purpose in a single year by cne-tenth of cne per cent,
from 0.7 per cent to 0.8 per cent. Part of this increase went to international
institutions but the bulk of it aeppears to have represented transfers to the
under-developed countries. Thus, by 1961, net flows to under-developed countries
wvere equivalent to 0.72 per cent of the combined gross domestic product of the

v,
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Table 5. Internstionel Benk for Reconmstruction and Development: Gross and
net loan disbursements to under-developed countries, 1959-1961

(Millions of dollars)

Gross Net disbursements

Region and year disbursements Repayments Total Percentage of
gross disbursements

Africa
1059 coveroernnronan 112 18 ol 8L
1960 tieavnnnans cevs 109 23 86 79
1961 wiesivnncavinns 60 48 12 20
Total, excluding South Africa
1959 civeennes terens 79 6 T3 92
TGEO vevevearsvannes 105 7 g8 93
1961 seesnncnvesnnas €0 18 Y 70
TLatin Americsa
1950 cienversacosens 69 35 3L Lo
1960 ceiienne cesenne 67 34 33 L9
LO6L vrevsnenssnnans g6 ko sl 56
Middle East
1050 voneeosncensnne 17 12 5 29
1660 vevevanennen ces 59 2h 35 29
1961 ceuees Ceererene hé 29 17 37
South-East Asia _
1050 .0vevcncennos ‘e 1h7 17 130 88
1960 vavevenrnaseses 110 25 85 17
1961 wrereanennn vees 112 36 76 68
A1l under-developed countries
TO5G vvrovovaneneene 345 82 263 T6
1960 veverenrnannons 745 106 239 69
1961 veescesccnnns . 3L 155 159 51

Source: Internationsl Monetary Fund, Internatlonel Financial Stetistics
(Wasghington, D.C.).
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Table 6. Developed countries: Net internetional :E‘lowr/ of long-term capital
end official donetions in reletion to selected variables, 1960 and 1961

Net long-term capital and official

Ttem donaticrs as g percentsge of:
Gross domestic Gross domestic
product capital formetion
1960 1861 1960 1961
Developed capitel-exporting countries .. -1l.1 ~1.2 -5.9 -6.5
Developed cepitel~importing countries .. 1.7 1.5 T.3 6.6

et flow from developing countries:

TO'bal ooooooooooo-o.goooo-ooopooa'onooo "'O.T -008 "31'6 ",']"2
To international institutions ........ =0.06 -0.07 -0.31 -0.38
T‘O I‘eﬁt Of the World. IR A N R R R R R N ) "’0.62 "0.72 -3'33 -3'85
Officiel capitel and donetions ..... =-0.48 -0.60 -2.52 ~3.23
Priva:te Capi'tal LR NN RN NN NN NN N "'0-15 "'Otll -0'81 '0'50

Source: Pureau of General Economile Research and Policies of the

T - United Neticrs Secretariat, based on date frcm tebles L and 3,
end frcm Stetistical Office of the United Nations, Year'book
of Natlonsel Accounts Statistices.

_a_/ No sign indicetes net inflow of funds; minus sign indicates net outflow.
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developed countries, compared to en average of less then 0.6 per cent for the
years 1956-1959.5 The rise from 1960 to 1961 was fully accounted for by the
net outflow of official capitasl end donations to the rest of the world while the

proportion of resources sbsorbed by net privaete cepitel transfers declined
substantially.

United Nations, International Flow of Long-term Capitel end Official
Donations 1951-1959 (Seles Wo. 62.II.D.1).

/ee



4/5195
English
Page 23

Chapter 2

THE FIOW OF FUNDS TC UNDER-DEVELOPED COUNTRIES

17. At the time of writing of this report, data on the net Iinternationsl flow
of long-term capitel end official donetions to the under-developed countries
were generally avallable only up to 1960. The recorded net inflow into the
under-developed countries for which comperable data sre available increased
from somewhat less then $4.7 billion in 1959 to over $5 billion in 1960, or

by about 8 per cent (see teble 7). After allowing, however, for the rise in
the prices of internationally traded manufactured goods by nearly 3 per cent
during the same period, the increase 1n real terms amounts tc omly 5 per cent.
18. The estimate of $5 billion does not, of course, provide a full indication
of the public and private funds received by the under-developed countries.

This estimate, for exemple, does not include data for such countries as the
Congo (Leopoldville), Cube, Liberia and Seudi Arabia since, as is evident

from table 7T, the balance of payments returns of these couqtrieé did not, at
the time of writing, extend beyond l959.§/ And for a number of other countries,
the estimates cover ounly official bilasteral assistance provided by the developed
privete enterprise economies end multilateral asslstance provided through
international financial organizations. Such bileteral and mnltilaﬁeral
assistance, moreover, doés not inelude loans with a schedule of repayments of
less than five years. Alsc, the records of several countries do not cover
reinvested earnings of private capital. If rough adjustments for these
onissions are included and if, in addition, allowance is made for the net flow
of capitel snd officlel donations received by the under-developed countries
from the centrally planned economies and international agencies in 1960, these
data would sppear not to be inconsistent with the estimete of $6 billion, shown

earlier as the net outflow from the developed to the under-developed countries.

6/ A comparison of data for 1959-1960 with those shown for earlier periods
in International Flow of Long-term Capital end Officiel Donations, 1951-1959
is thus affected not only by the revisions in the classification of flows
noted in foot~note 2, page 2, but to some extent also by differences in the
country coverage.
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19, The bulk of the incressed flow of funds received by the under-developed
countries in 1960 originated as bilateral assistance from the developed
countries. There were, however, several significant developments concerning
muiltilateral essistance which mey well lead to a greater quantitative impact
in the years to come. For example, a new affiliete of the Internastional Bank
for Reconstruction and Development (IBRD), the Internationel Development
Association, was set up to provide loans on liberal terms of repaYment.
Further, the International Finance Corporestion, enother affiliate of the
TBRD, whose object is to invest in privete enterprises with private capital
end menagement but without any govermmental guarentee, increased its
disbursements to the under-developed countries by two-thirds between 1959
and. 1960.2/ The United Nations Speecial Fund, established to assist in
pre-investment activity slso made its initial allocation of funds in 1960.§/
20, Of the components of foreign funds received by the under-developed
countries, the largest, absolute as well as proportional, Increase was shown
in the net flow of official capital,gj which Inereased its share in total

receipts as table 8 shows. A mejor gain was notably recorded by Letin Ameriea,

International Monetary Fund, International Flnaneisl Statisfics, April 1962.

1/

§/ For a brief review of the impact of exlsting international institutions in
fulfilling the external financial needs of the under-developed countries,
see United Nations, The Capital Development Needs of the Less Developed
Countries (United Nations publication, Sales NO«: GZ2e1l.De3).

2/ The fect that reciplent under-developed countries recorded a shift in
the composition of inflows towards official capital in 1960, when the
pattern of net outflows from developed countries to the rest of the world
changed in favour of private capital, as noted in chapter 1, can be
explained by severel factors. These include differences in the
attribution of flows by sectors, where transactlons occurred between the
private sector of developed countries and the offieial sector of under-
developed countries; incomplete coverage of privaete flows into the under-
developed countries, and the inclusion in the flows intc under-devidoped
countries of receipts of official capiltal from multilateral lending
agencies and centrally planned economies. Time lags in the recording
of transactions by capital exporting and recipient countries
respectively may also occasionaslly account for inconsistencies.
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Table 8, Under-developed Countries:E/ Percentage distribution of
net inflows of long-term cepital and officlal donatlons
by type and by reclplent region, 1959 and 1960

1959 1960

Offi- Pri- Cffi-  Pri-
Region Offiecial cial vate Officlal eilal vate
Total donations capital capital Total donations capital capitel

Distribution by

type

Africa . , . . . 100 75 22 3 100 a8 29 -18
latin America, . 1co 25 ~36 11 100 18 2l 57
Middle East . . 100 54 kg - 100 58 17 25
South-East Asia 100 50 43 6 100 51 36 12
Other . . . . . 100 - 27 18 5k 1C0 2k 22 53
Total, under-

developed

countries . . . 100  hg 21, %0 160 b7 28 25

Distrivutlon by

region
Afripa . . . . . 22 zh 23 2 17 32 18 -12
Latin America 18 9 -3 65 25 9 20 52
Middle Bast . . i3 1k 28 - 11 13 T 11
South-East Asia 33 3h 67 T 3h 38 . bl 17
Other . . . . . 1k 8 12 25 1k 8 12 31

Total, under-

developed :

counbries . ., . 100 100 100 100 1C0 100 100 100

Sources Table T.

a/ TFor country coverage, see table T.
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where the net outflow in 1959 gave place to net inflow in 1960, This large
lncrease was compounded in the meln of an expansion in the offlciel loans
received by Mexlco, & shift in the position of Venezuela to net reciplent of
loans, and reductions in the net outfloy of offleisl cépital from several other
countries in the area, African countries, and the group consisting of the underw
developed countries in Europe and the United Kingdom (olonial Territories also
recelved a larger amount of official loans in 1960. On the other hand, the net
flow of officiel loans to the Middle Eest contracted-sharpiy, and that to South-
Bast Asis recorded some decline,

2l. The net flow of offlcial donations increased in the aggregate by about

$100 million between 1959 and 1960, compared with a decline in the preceding year.
By far the largest increase occurred in South-East Asgia, particularly in

China (Teiwen), Pekistan, the Republic of Kores and the Republic of Viet-Nam.

22. The recorded inflow of long~term capital into the private sector (excluding
banks) declined to some extent. It should, however, be noted that the coverage
of flows in this sector is less comblete then that of official flows. Moreover,
The decline was largely confined to two countries, South Africa and Venezuela,
which recorded large increases in the outflow of private capiltal. All other
under-developed countries taken together experienced a substantlal increase in
the net inflow of privete long-term capital, which amounted in the aggregate to
over $350 million. The large changes in the case of South Africa and Venezuela
affected the totals for their respective areas. In the case of Africa there was
& shift from the inflow of private long-term funds in 1959 to net outflow in 1960,
while in the case of Latin America the net inflow declined from 1959 to 1960, 1In
the Middle Fast a small net outflow in 1959 was replaced in 1960 by a substantisl
net inflow, The net flow of pri#ate capltal into South-East Asia more than doubled
and substanti;l lncreases were recorded in some of the under-developed countries
in Wesfern Eurcpe,

25, In 1960, by and large, officlal donations continued to figure prominently
in the flow of funds received by Africa, the Middle East and South-East Asia,

A significant part was also played by official lcens, partlicularly in South-East
Asia. In Iatin America, in marked contrast, private capital continued to
constitute more than half of the net flow of foreign funds.
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2L, Though the trends in individual cowponents differed among countries, the

total flow of foreign funde increased Iln most cases. It 1s true thet as & reglon
Africe appesrs to have received a substantially smeller aggregate flow and hence

a smaller share of the total inflow into under-developed countrles in 1960 than in
the preceding year. But even in this case, 1f South Africa - where international
financial transactions in 1960 were profoundly influenced by the establishment of
the Republic outside the Britlsh Commonwealth of Nations - were excluded, the net
flow to the reglon would appear to have risen., It should also pe mentioned that
the data for a‘number of ferritories in Africa which have not yet attained self-
government are rot avellable separately and cannot therefore be lncluded in the
African total; they are lnstead included along with the sums for other territoriees
in the group of other countries. The coverage for Africa, thus, is not as complete
cr as precise as, say, for latin America.

25. The distribution of net flows of long-term cepital and official donations
according to source, shown In table 9, reflects the importance of the United States
as & source of economic and private lnvestment funds. In 1960 that countrj
accounted for over two-thirds of the total capital and donations recelved by
thirty-five under-developed countries for which such data are aveilable, The share
of the United States was largest-in the case of offlcial donations and of private
capital. The contributlon of the Western European countries amounted to 18 per cent
of the total net Inflow into under-developed countries., The centrally planned
economles supplied 4 per cent of the total net receipts of long-term funds reported
by the thirty-five countries included in the table; for official capitel alone
thelr share constituted 12 per cent.

26. The orientation towards the United States as a source of foreign funds was
greatest in Latin Americe and South-Fast Asia. Western Europe'predominated in the
supply of capiial and officiel donations to Africe, and 1t also accounted for a
relatively large share of the nét flow of funds into the Middle-EBastern countries.
27. While the share of International institutions in the totel flow of fumnds into
the under~developed countries was onlj 5 per cent, thelr contribution to the flow
of official capital at 18 per cent was almost as large as that of Western Burope,
vhich amounted to 20 per cent. Africa, Latln Armerica and the Middle East in
particulér obtained a relatively high proportion of offlecial lcans from

international agencies. In the under-developed countries of Western Europe
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Teble 9. Under-developed Countrles: Percentage distribuﬁioni/ of net inflowse

of long-term capltal and official donatlons, by source, 1960

Source of inflow

Regicn and type Centrally
of inflow United Western Internmational planned
World 3tates Furope Iinstitutions  economies

Africa b/

Official donations . . . 1CC 61 3l 2 1
Officiel cepital . . . . 1CG 1h 53 26 -2
Private capital . . . . 1C0 - 39 16 3

Total . . . 1ce 17 46 19 -

Letin America g/

Official domatlons . . . 100 Bl 2 3 -
Official capital . . . ~100  -G9 -53 37 -23
Private capital . . . . 100 8% 12 1 -1

Total . . . 1C0 85 10 3 -1

Middle Cast 4/
official dopations . . . 100 b 48 Y 3
Official capital . . . . 100 55 10 33 -
Privete capital . . . . 100 56 i 6 -

Total . . 100 50 22 13 -

South-zast Asia e/

Officiel donations . . . 100 83 1 -3 6
Official capital . . . . 100 60 7 ~6 57
Private capital . . . . 1co A7 3L - L

Total . . . 100 T7 5 -1 12

Other countries £/

" gfficiel donatioms . . . 100 100 - - -
Offleial capital . . . . 100 9% 2hh -170 ~T
Private capital . . . . 100 89 3L - -

Total . . . 100 95 33 -1k -1

Total, ebove countries . 1C0 68 18 5 I
Official donations . . 1CC 73 18 1 3
Officilal capital . . . 100 51 2C 18 12
Private capital . . . 1c0 68 16 2 -

Source; See teble 3.

a/ Totals include unalloc
developed countries.

ated flows and transactions wlth other under-
Percentage sheres shown therefore do not add to

100 per cent. No sign indicates net inflow of funds; minus sign
indlcates net outflow.

b/ Fthiopia, Ghana, Nigeria, Rhodesis and Nyaseland, Somalia and Sudan.

¢/ Argentine, Bollvla, Brazil, Costa Rlca, Ecuador, Fl1 Salvador, Guatewals,

£/ Greece, Iceland, Ireland end Portugal.

Mexlco, Nicarsgus, Panams, Puerto Rico and Surinam.
d/ Iran, Israel, Jordan and Turkey.

e/ Burma, Ceylon, China (Taiwen), Federstion of Nalaya, Indonesia,
Fhilippines, Republic of Korea, Republic of Viet-Nam and Thalland.



A[5195
English
Page 35

as well as of South-East Asla, on the other hand, loan repaymenis together with
contributions to international instltutions exceeded gross receipts from Them.
28, The centrally planned economies accounted for 12 per cent of the total net
inflow into South-Bast Asian countries, and their share in net official lcens %o
countries in that area smounted to as much as 37 per cent. They also contributed
6 per cent of all official donations to South Fest 4sia. In Iatin America and in
the under-developed countries of Western Turope loan repayments to the centrally-
planned economies appear to have exceeded new capital receipts.

29, The share of the net Ilnflow of cepital and official donations in the total
supply of forelgn exchange increased relatively little in 1960 (see table 10),
particularly since export earnings, the largest contributor to the supply of
forelgn exchange of the under-developed countries, also rose moderately 1n 196C.
The increase in the share in South-Fast Nisia was as much a result of the decline in
export earnings as of the expansion in the net flow of forelgn funds, In Latin
America, the rlse in the share was likewise partly attributable to the fact that
export earnings rose more slowly than the average for all under~developed
countries, The sharp deciine in the share of foreign capital and offilcilal
donetions in the total supply of foreign exchange in Africa reflects the large
net outflow of funde from South Africa.

30, The burden of foreign indebitedness on the totel supply of foreign exchange
increased to some extent, As is evident from teble 11 the net interest and
divident payments by those under-developed countries for which such data are
avaellable amounted to 10.7 per cent of their total supply of foreign exchange In
1960. The under-developed countries of lestern Zurope have reralned on balance
net recipients of interest and dividends from abroad, while the level of such
payments by South-Tast Asia, despite some increase 1n recent years has been

comparatvively low,
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'Table 10. Under-developed Countries: Percentage share of net inflow of

caplial and officlal donations in total supply a/ of foreign
exchange, 1959 and 1960

Reglon 1959 1960
Africe bf . = N & 4.0
Latin iTerica c/ c h e s 4 e e s e e .. . 10,8 13.9
MIATE FEBT « & o o o o o o o o » o o » o « 17.4 18.0
SOUtR-Ta8t ASIE + 4 v ¢ ¢ o 4 o v 0 . w e . 22.5 26.1
O.ther ‘g:/l L) - - » & L] & - » L) * - L] L] - - - lj+t5 l}-l.ol

TOtBL 4 4 v o o o o o o « 15.6 16.2

Source: Bureasu of CGeneral Lconomic Research and Policies of the

a/

United Nations Secretariat.

No sign Indicates net inflow of funds; minus sign indlcates net outflow.
Total supply of foreign exchange refers to the algebraic sum of
merchandlse exports, net services, net private and official donations and
net private and official capital; it does not include changes in reserves
or transactions with the International Monetary Fund., For dlfferences in
time period and concepts, see [oot-notes to table 2.

Excluding Congo (Leopoldville) and Liberia.
Ixcluding Cuba.

Including Greece, Iceland, Ireland, Portugal, Spain and United Kingdom
Colonial Territories.

Table 11. WNet interest and dividend payments as percentage of total

supply of forelgn exchange, E/ 1959 and 1960

Region 1959 1960
Africa b/ » L) . - L - ° - - L] * L] 9.5 ll.o
Latin AmeI‘iCB. C/ « *= P B+ ® B s ® = = 15‘2 '1'5"6
Mlddle Tast 4/. o v v 4 v 4 o ... . 2Lk 22.7
South-East ABla o v v & v « v v 4 . - o 3.8 4.8
Other E/- ®« e ¥ & * & 8 = & & 5 2 B v "'l.l Hl'o

Total + o v ¢ o o « & » 10,1 10.7

Source: Bureau of General Tconcmic Research and Policles of the

&/

United Natlons Secretarlat,
See foot-note 8/, table 1C.
Lxcluding Congo (Leopoldville), Liberla and Libya.
Fxcluding Cuba.
Txeluding Syria.,

Including Greece, Iceland, Irelend, Portugal and Spain. This group
recorded net receipts of interest and dividends.
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Chapter 3

INTERNATTONAT, ECONOMIC ASSISTANCE BY
CENTRALLY PLANNED ECONOMIES

31. Date avallable for the cenbrally planned economies refer to new cormitments
which are generally utilized over a number of years; they do not therefore provide
an indication of elther the changes iﬁ ammual flows of economic assistance from
these countries or of repsyments on past credits. Furthermore, owing to The
incompleteness of the data, the totals of aid actually extended may differ
substantially from those which can be accounted for on the basis of specific
information on credits and grants provided to individuel countries. - ITu conseguence,
the date in tables 12 and 13, which relate only to amounts of ald granted under
agreements known to have been concluded, should be considered as no more than
broed epproximations of actual commitments.lo
32. The available information presented in table 12 indicates that in each of
the years 1959 and 1960 the sum of recorded credit and grent commitments of the
centrally planned economies %o under-developed countries outside the group came
zlose to the cumulative total of such commitments For the years preceding 1959.
Tn 1961 new commitments declined&i/ owlng to é reduction of new aid commni tments
by the USSR.EE/ A% ‘the same tine, commitments for economle assistance from
Mainlend China continued to rise in 1961 despite the economic difficulties
besetting that country. In addlbion, Bulgaria end Romenia, which hed not been
mejor sources of assistance to under-developed countries outside the group in the
past, made substential credit commitments in 1961.

lg/ The following studies provide e review of international economic asslstance by
centrally planned economies from the end of the war through 1960; World
Economic Survey 1960 (Sales No.: 61.IT.C.1) chapter 3, and International Flow
of Tong-term Cepital and Officisl Donations 1951.-1959 (Sales No.: 02,II.Del}
page 3% and following.

It should be noted, however, that in some cases the available information wWas
not sufficient to determine the year during which & given loan was granted.

1/

12/ The share of the USSR in the total commitments of the centrally plamned
economies to the under-developed countries appears to have fallen from
87 per cent in 1957 to 60 per cent in 1960, and to only 33 per cent in 1961.

[aoe
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Table 12. Centrally planned economies: Commitments of
bilateral economic asglstance to under-
developed countries %/
(Millions of dollars) b/
TOtEl/ _
Country before 1959= 1959 1960 1961
By donor;
Eﬁlgaria.g-........ - - 1 1C
Chine {mainland) . « o « o & » 113 30 1¢6 158
Czechoslovakia + + o o o o » » 146 76 151 - 146
Eastern Germany . « « » o o = 29 60 22 56
BUDZETY o » = « 2 » s s s o » - - L& 111
POIand v o« » o o « o o« & o o & 29 6 T2 78
ROmaniao.-..-..-.- ll - - 65
Unicn of Soviet Socialist '
Republics v o o o o o « o » 1,061 907 680 304
Yugoslavia « ¢« o v v 0 0 e 0w 10 67 56 p)
Totel, all donor countries 1,409 1,146 1,136 93%
By reciplent:
Africa
Ethiopiaouon--oooo 2 125 2 -
Gharla » &« 9 B ° B w & B » @ - = “‘0 106
BUINEE 4+ o o o 5 s 0 s » = » - l]'l 30 1‘5
Liberia.........- - - 3 =
M&liooa-onoouoo- - - - 55
MOTOCCO.--.-.---. - = 5 =
SOmali&....-..-.- - - - 82
Sudan......-...- - 1'5 22
T‘Llnisia......--.- - - 15 59
Total 2 181 95 319
Ietin Americsa
Argentina » b 8 ¢ B3 & ® 8 @ 106 6 = -
Brazil o o o o« + o ¢ 3 & v » 2 8 - ECOC
CubZ o ¢ = o ¢ » s & 2 s » = - - 216 30"
Total 1¢8 1k 216 230
Middie Tast
IraQ1oou-.t-lolt - 138 79 -
United Arab Republic « « - . 333 160 298
SYrie « @ w0 e v 4 1 e s s 179 12 22 -
Yemen o« « o« o 3 o s o 3 & 4 57 = - -
Total 569 310 399 6
South~-East Asia
ATEIANLIE0AN o o o o o o » 125 - 2z p
Burma o+ s o o o 2 s & s & » 26 = - 86
Cambodla ¢ « ¢ « s v s s & 30 - l% 11
Cevlon « v« v o« ¢ ¢ o 3 & & & 59 15 ' -
Ingia . e s e e e e s e e 291 Le8 69 143
Indonesie « % * 8 % " 8 = » 186 152 297 108
TEPAL o o s o s o » o o o 13 T 21 -
Paltictan o« o o« o o =2 &« o o - - - 50
Total 730 642 L26 378 B
Totel, all recipient countrles 1,L09 1,146 1,136 933
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(Source and foot-notes to table 12)

Source: Bureau of Genersl Econcmic Research and Policies, based upon

8/

data from Vneshnyeyse Torgovlya, Nos. 3, L, 6-10, 1961 (Moscow);
from Depgl 1 Kredit, No. 6, 1962 (Moscow); and from other
offlcial and unofficial sources.

The data in this table and in table 1% are rough estimates based
upon incomplete informetion. The flgures for individusl donor
end recipient counbries refer only to the amcunts of credits and
grants reported In speeisl anncuncements; they may therefore
differ from data relating to total aid extended to, or recelved
by, each country from other cemtrelly planned economies.  They
differ to some extent from those shown in tables 16 and 17 of
International Flow of Long-term Capital and Official

Tonations, 1951-1959. Data for the years up to 1960 were revised
in the light of additicnal and wmore precise informatlon that has
become aveilable since the publication of the earlier report.
Such additionsl informetion reletes to both the total volume of
commitments by each domor country and to the detes at which
individual agreements were concluded. Thus, Iin scme instences
compnitments attributed to one year in the earlier repcrt are now .
included in the totals for the preceding or subsequent year.

Fational currencies converted into dollars at officisl rates of
exchange.

Cumulative total since the end of the Second World War, excluding
credits and grants extended but known to heve been subsequently
cancelled or allowed to explre.
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Table 13. Centrally planned economles: Gross commitmente of assistance
granted and received, 1958-1961 a/

(Millions of dollars )2

Country 1958 1959 1960 1961
By donor:
Chine (Mainlsnd) sesessassens 50 116 155 282
Czechoslovakla seeveavecsass 115 75 e 133
Eastern Germany GeTOAVIADERRD 10 cee LR 61"
Unlon of Soviet Soclalist
Republics mesvasRYRRsEERAR RS 599‘9/ lll'g 517 1759/
OLheYrsS swssvsasansscasescsnns sav 5 ‘e 69
Total, donor countries saee 574 338 672 123

By recipient:

Tastern Xurope 2/
Albania ceessssveanssssceas 52 89 e l29
Blllgaria sevaaBEADOIBRVO RS )'[']‘!' 15 163 sas
Czechoslovakls ssssssveeens e voe maw LX)
Eastern Germany sEasaTIRNEND 262 o nuw (XN
BEungary sessoesssnsssacnons 36 oae e cen
Poland 200 SOPODRGENIPTERBOER 62 LB N LI ] 189
Romﬂnia [ EFER AN ESNENEENNNE NN ) 68 60 LA ] LR R
Other
China (M&inl&nd) sestsconas sas aws cse )'"O
Mongolian People's Republic,
North Viet-Nam,
Worth KOres ccssesessnses 50 l'-{ll' 509 365
Total, recipient countries 57k 328 672 723

Source: See table 12; Vneshnyaye Torgovlys, No. 3, 1962 (Moscow); and
Dengi i Kredit, No. 9, 1961 (Moscow).

g/ See footnote a to table 12. Credits granted to and received from Yugoslavia
and credits received from developed private enterprise economies are excluded
from all totals. So far as is known, credits recelved by Yugoslavia from the
developed private enterprise economies amounted to $169 million in 1961; and
credits received by Poland from the United States amounted to $100 million
in 1958, $62 million in 1959, $171 million in 1960 and $60.4 million in 1961,

National currencies converied into dollars at official rates of exchange.

2 1

Excluding $75 million lecan to Albanis under an agreement vhich 1s reported to
have been suspended inm 1960,

4/ Credit granted by the Soviet Union to Eastern Germeny not included. The
amount of this credit has not been officlally stated.
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33, There were several significent chenges in the distribution of economic
aséistance to under-developed countries. While total aid commitments to Africa
and Tatin America increased, notably as a result of egreements with Chana, Mali
and. Somslia, and of large credits granted to Brazil, new commitments to the
Middle East seem to have been almost inglgnificant in 1961, The amount of long-
term credits and grents extended to South Eest Asia was also‘lower than in the
preceding year, although Burma and'Pakistan were added to the countries receiving
aid. |

%4, By the end of 1961, the cumulative total of economic sesistance granted to the
under-developed countries, covered in table 12, amounted to about $4.6 billion of
which the USSR had conbributed close to §$3 billion. The bulk of this ald was Iin
the form of credits. Only around 4 per cent of the total consisted of grants.éé/
Credits, as a rule, were granted &t an Iinterest rate of 2.5 per cent'and were
repayable over eight to twelve years. In most cases the debtor counbry was entitled
to repay the loans by means of shipments of i1ts usual. export products. In general,
credits book the form of materials needed for specific undertekings, which have
varied widely in character. Thus, among the projects receiving assistance were
such undertakings as the Bhilal metellurgicel factory and oil fields at Ankleshwer
in India, Aswan High Dam in the United Arsh Republic, broadcasting stations in
Irag and Guines, & technological institute and a hospital in Burma, the
establishment of suger and textile plants in several countries, as well as road
building and irrigation projects.gﬁ/ Tr addition to providing finencial ald the
centrally planned economies have contributed technical and training assistance in
the establishment of technicel institutes, schools, and other educationel centres.

ié/ This figure may understate, however, the relative importance of grants as
in some cases 1t was not possible to derive a value estimate of grants given
in kind.

}E/ According to the reply of the Govermment of the Sovieb Union to the speclal
guestionnaire, prepared jointly by the United Nations Secretariat and the
Tnternstional Monetary Fund, over 30 per cent of Soviet economlc ald To
under~-developed countries relates to the development of ferrous and
non~ferrous metallurgy, engineering snd metal working industries, and over
20 per cent to power plants and waterworks.

/...
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35. The available informetion on aid granted by the centrally planned econcmies
to each other is presented in table 13. According to these date intra-group
credits rose only slightly in 1961 but the figures do not Iinclude credits granted
by the Soviet Union to Eastern*Gérmany, the amount of whichk has not been
officlelly stated.éé/ The other Fastern Furcopean countries receiving substantlal
economic assistance in 1961 were Albania and Poland. The former country received
a Chinese credit of $125 million to be used for the implementation of 1ts

Third Five~Year Plan (1961-1965). Poland received credits amounting to

$125 million from Czechoslevakia for the development of the copper industry, and
o credit of $64 million from Eestern Germeny toward the construction cost of a
section of the oil-pipeline from the Soviet Union to Eastern Germany.éé/

36. The total of commitments for economic esslstance to the Asian centrally
planned economies, other than Mainlend China, was lower in 1961 then in 1960,
though still considersbly higher than in any previous year. Malland Chine
continued to be s mejor source of sssistance to this area, in particular by the
provision of a credit of $157 million to North Viet-Nam in connexion with 1ts
First Five-Year Plan (1961-1965), North Viet-Nam also received assistence from
several Zastern European centrally planned economies, including a credit from
Romenie of $37.5 million for the expansion of apatite mining and rallroad
'transportation.lT The Mongolian People's Republic recelved a credii commitment
of $135 million from the Soviet Union et the initiation of ite Third Flve-Year
Pilen (1961-1965); thie vas additional to the credit of $154 million which it
obtained in 1960,

¢

}é/ According %o some unconfirmed informstion this credit which is to be
utilized during 1961-1965, smounted to DM 2 billion.

}é/ It should be added that an agreement covering one of the largest single
credits granted by the Soviet Union in recent yesrs was signed with Bulgaria
on 31 December 1960. This agreement provides for the financing of shipments
to Bulgaris of equipment and instelletions for a metallurglcal complex and
a power plant to be constructed with Soviet technical assistance.

17/ According to Dengi i Kredit, No. 9, 1961 (Moscow), credit commltments
extended to North Viet-Nam by all ceptrelly planned economies in the
beginning of 1961 amounted to $%27 million. The sum of exported credits for
the individusl lending countries amounts to $220 million. It is not clear
whether the difference of $107 million represents a Soviet lcan edditional to
the $200 million extended in 1960.
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3T Mainland China continued %o be a net lender in 196l. The only assistance
obteined by this country seems to have been a loan of 500,000 tons of sugar from
the Soviet Union which is to be repaild in kind without interest in the period
l96h—1967.£§/ Tn addition, an agreement was signed with the Soviet Union in

Spril 1961, providing for the repayment by China of its previously accumulated
debt,. without interest, in instelments over the next five yearg.ég/ The Bovied
Union hed previously, in October 1960, concluded an agreement with North Korea,
under which the-repaymen% of & eredit of $35 million to that country wae postponed,
vhile its accumilated debt to the Soviet Union of $190 million was cancelled.

38, As in the preceding years, the bulk of credit commitments to other centrally
planned qconomies wes glven to countries initisting new long-~term plans of

economlic development, or to counmtries which had encountered difficuliles In the
process of fulfilment of their plans which could not be solved without external
nssistance. These credits were largely granted by economically stronger countries
to weaker members of the group, nemely, by the Soviet Unlon to Eastern European J
and Asian centrally plenned economies and by Mainland Chine to other Aslan
centrally plammed countries.

39. More recently, however, the direction of credit commitments and the resulting
capitel flow has been considerably influenced by the requirements arising f£rom the
greaier speclalization and co-ordination of plane of economic development. In many
instances this closer integration entalled an expension of output fof export in
sectors with relatively high cepital-output ratlos. In order to reduce the

burden of such investments on the econcmies of tﬁe prospective exporting countries,
and to spread it more evenly, the prospective iﬂpdrting countries participete in
construction of new capacities by providing credits. Under these credit agreements
the ownership of the plants remains with the country in vhich they are loceated,

but the letter is committed to set aside a proportion of the output of such plants
Por exports to the lending country in repeyment of the credits and for a specified
period following the completion of fepayment. Several bilatersl credlt agreeménts

18/ Estimated to be worth about $40 million.

;2/ Most of the amount probebly represented refinanmcing of old lcens, repaymentes
off which had fallen behind schedule.

feas
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of this kind were signed during recent years by Bulgeria, Hungary, FPoland, Romanla,
Czechoslovekisa, Eastern Germany and the USSR, providing for the common financing
of copper, sulphur and coal mines, electric power plants, pulp and E&per

Tactories and other projects. BSignificantly, arrangemenis of this type included
credits granted by Crmecheslovaekis to the USSR in the form of shipments of
machinery and equipment for certain ferrous and non-ferrous metallurgy plants which
will export a COﬂBiderableﬂpreportion of their output to Czechoslovakia.

ho. 4 significent development which may influence ﬁheApaftern of capital flows

of the centrally planned economles is the emergence of dilreel state investment

by one country in plants comstructed in other countries. Thus, for instance,
Polend and Hungary have organized, for the processing of mining waste in Poland,

a mixed corporatlon vhich is based on equal participation of the two countries in
fixed and working capital.gg/ The agreement provides for equel sharing of profitsa
and for exporte of 50 per cent of outpubt to Hungary.

b1, The recent decisions of the Council of Mutual Economle Assistence and
auvthoritetive statements mede in this connexion indicate a tendency %o expand the
new Lforme of cegpital flow among the centrally planned economles. The Council of
Mutuel Econcmic Assistance in its stabement of basic principlés of "International
Socialist Division of Labour" adopted in June 1962, lists esmong the recommendations
for securing the most rational division of labour "co-operatlion in the expansion
of raw material producing industries particularly through financisl participation
of countries intevested in obtaining the products of these industries”. OFf even
greatey significance in the long run may be the tendency towards
multilateralization of capitel flows, in the form of Jolnt international financing

gg/ These mixed corporations differ from those established by the USSR in some
centrally plamnned economies during the years following the Second World War,
vhich were dissolved in 1954-1956. In most instances the Soviet
participation in the fixed capital of these corporations was based on assets
ovned by former enemy countries vhich it had sppropriated after the end
of the war.
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of investment and of participation in the operation of industriasl facilities. This
form of internations) co-operation may be considersbly enhanced by the recently

expressed interest in the creatlon of an international credit and investment

benk of centrally planned economies.el

g}/ See N.S. Khrushchev, "Vitel Question of the Development of the Soclalist
World System", Problems of Peace and Socialism, Vol. 5, Wo. 9,
September 1962 (Prague).
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CONCLUSION

42, Recent years have seen & number of.encouraging developments in the flow of
long=tern funds to under-developed countries. The net £flow from the developed
private enterprise countries %o the rest of the world, which had amounted to

$5.3 billion in 1959 rose to $6.0 billion in 1960 and to a new peak of

$7-2 billion in 1961.

b3, VWhile the msjor part of this increase was accounted for by bilateral
transactlons wlth under-developed countries, some part of it represented
Increased contributions to intermational institutions - notably cepital
subscriptions to & number of newly-established mu;tilatéral lending agencies.
These contributions will also benefit primerily the under-deveéloped countries as
the new institutions expand thelr lending cperstions in the years to come.

b, ala commitménfs by the centrally plammed economies were substantlally higher
during the years 1959 to 1961 than in the earlier post-war years. In 1961,
however, the volume of new commitments declined below the 1960 level, though ‘
the Tlow of funds under existing egreements can be expected to remain substantial
for some yezZrs to come.

L5, The publicrsector has become increasingly important as & source of
developmental funds for under-developed countries. The share 6f officlal
donatlons, capltal subsériptions and lcans by offlcial agencies in the net flows
from developed private enterprise countries to the rest of the world averaged
over 80 per cent dnriﬁg the years 19501961, Official donations alone amccounted
for well over half of the total ocutflow for 1959-1961, but thelr share has tended
to decline during the three-year period in favour of that of official cepital.
46. The share of private long-term capital in the net flow of funds from
developed counttries to the rest of the world fluctueted widely during the years
1959 to 1961, and the average shere for the three vears was well below that of
the nineteen fiftiles., DPrivate long-term lending and investment was aleo very
unevenly distributed among the various under-developed regions and individual
recipient countries. Thus, the growing importance of the public gector in
developed countries as a source of developmental funds has not only hed a
stabllizing effect on total flows, but 1% has also contributed towerds a
lessening of inequalities iun thelr distribution.
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47. Though the avellable data are sufficient to support these broad conclusions,
they are still far from adequate for comprehensive study. For a number of |
under~developed countries balance-of-payments data are incomplete or not
sufficiently up-to-&ate to permit inclusion in the tables in the present report.
Many countries report the bulk of capltal transactions only on a net besis, and
it is therefore impossible to show gress flows in a meaningful menner.
Difficulties slso srise in commexion with the terms "privete" and "officiel”. As
indicated eariier, trensactions are attributed to different sectors in the balance
of payments statements of participsting pountries;'totals reported by sectors in
capltal-exporting and ~importing countries therefore do not agree.

h8.‘ Some of these diff;culties cannot readily be eliminated owlng to the nature
of the reporting of basic data. It is, however, hoped that a speciél guestlonnaire
on the flow of long~term csplital end official donations vhich wes prepared
jointly by the United Natlons Secretariat and the Interrational Monetary Fund
early in 1962 will vesult in greater unlformity in fhe reporting of the relevant
date. Replles obtained thus far form the basis of tables 3 and 9 of this report.
If this source of information 1s to be more extensively used 1in the preparation
of Puture reports on international capitel flows it is essential to obteln the
widest and eerliest poseible response to this guestionnaire, which in the future
will be issued arnnually.
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Chapter 4
NET AND GROSS FLOWS

Net long-term flow

ho. The period from the end of the Second World War up to 1958 had witnessed a
considerable rise in the net flow of private long-term capital from the
traditional capital-exporting ccuntries.gg- For the five years immediately
following the War, the combined net flow from the United States, the United
Kingdom, Switzerland, Belgium-Luxembourg, the Federsl Republic of Germeny and
Sweden had amounted to only about $1.8 billion annually.gggj The pace of the net
flow from these ccuntrles accelerated during the nineteen fifties, reaching =
peek of around $3.6 billion in 1958; and the anmual average for the entire decade
smounted to ;bout $2.9 billion, representing an increase of nearly two-fifths
over the aversge for the preceding five-year period (see table 14).

50. Of the six countries, the United States was by far the most importent
supplier of long-term private caplital. Its share in the rising total net ocutflow
amounted to about two-thirds for the vwhole period. However, the direction of the
net flow from the United States sppears to have undergone significant changes
during the years 1951 to 1959. Data on direct imvestment, which constituted on
the average about 90 pér cent of total United States private long-term investment
abroad, indicate a tendency for the £lows to Western Eyrope, Australia, Canada

gg/ In the present section countries are classified according to their pesition
a8 net exporters or net importers of private long-term cepital only. It
will be noted that the grouping of developed countries differs from that
-employed in chapter 1, which ls based on the position of each country as a
net exporter or net importer of long-term official and private funds taken
together. The difference in the criteris of classificetion affects notebly
the position of France and the Netherlends which are net exporters of total
long-term funds but net lmporters of privaete capltal.

22a/ During this and subseguent periods up to 1959 the balance of payments data
for France do not include private long-term capital flows to frenc ares
countries. Beglnning with the year 1959 rough estimetes for sueh flows
are included in the totals shown in the tables in the present chapter.

[ove
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Table 1. Selected developed countries: WNet outflows of private long-term

capltal, aversges for 1946-1950 and for 1951-1959 a/

Anmuel average Relative share
Country 1046-1950 1951-1959 1846-1950 1951-1959
(millions of dollars) (percentage )
United States o« o o o o s « -1,085 -2,011 59 0
United Kingdom T T SR T "6002'/ "5302/ 55 '18
SWitZerland « m s e ® 3 e 3 - g/ -197 ll' 7
e/ 2/

Belgium-TuxembourZ « + o + » -67 ~8g= L 3
Germany (Federal Republic) . .ee -ho . 2
Swedeﬂ " * » 8 % 8 N e 3 = s "'2 LR -
Total -1, 8295/ -2,878 1008/ 100

Source: United Metions, International Flow of Private Capital, 1946-1952

o
et

(United Netlons publication, Sales No.: 54.II.D.1) and
International Flow of Long~term Capital and Official Donations,
1951-1959 {Sales No.: 62.I1.D.1); International Monelery Fund,
Belance of Payments Yearbook (Washington,‘D.C.); Austrelia,
Commonwealth Buresu of Census and Statistics, Amnual Bulletin of
Overses TInvestment: Australia, 1959-1960 (Cenberra); Indis,
Reserve Bank of Indla, Survey of India's Foreign Liabilities and
Assets (Bombey, 1955); and A.R. Conen, Capital Imports into
Sterling Countries (Tondon, 1960).

Including reported reinvested earnings.

Rough estimate based upon data of recipient countries in the British
Commonwealth, namely Australia, Ceylon, India, New Zealand, Pakistan,
South Africa, Southern Rhodesla and Colonial Territories, Converted
into doliars at pre-1949 rate of exchange.

For 1951, short-term privete capital included with long-term private
capltel.

Aversge for 1947-1950.
Average for 1947-1952.
Including short~term private capital.

Total for four countries only.
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and New Zealand to increase at a sﬁbstantially higher rate than those to the
under-developed countries. Thus, vhile United States direct investment

assets In the under-developed countries doubled during the nine-year period,
agsets in developed countries almost treblgd.gé/

ole The United Kingdom was the second largest exporter of private long-term
capital, contributing about one-fourth of the total net flow during the years
1946 to 1959. The funds supplied by the United Kingdom consisted largely of
reinvested carnings. The sterling area countries, where United Kingdom assets
were primaril& located, were consequently the chief recipients. The orientation
of United Kingdom investments towards the sterling ares was also enhanced during
the early post-war years by the effect of ekchange restrictions on capital flows
to non-sterling countries. According to official enss'l:,ilneff.e3-2-1—E sterling area
countries accounted for about nine-tenths of ‘the totel net flow of rrivate long-
term capital from the United Kingdom during the years 1952-1957. This
concentration of net private long-tefm capital flows from the United Kingdom
persisted also in more recent years, when the balance of such caplital transactions
with non-sterling countries showed consistently an excess of receipts over
rayments.

52+ The remaining cepital-exporting countries Played a relatively minor role

a8 suppliers of private long-term capital, as their combined contribution probebly
amcunted to less than 10 per cent of the total net outflow since the end of the
War. While Switzerland, like the United States, sppears to heve been consistently
an exporter of private long-term capital during the post-war period, it should

be borne in mind that the figures for net flows from Switzerland mey overstate

net outflowé owing to the incomplete recording of the inflows into Switzeriand
during these years,

55+ During the years 1958-1961 the net anmuel flow of private long-~term capital
from the United Stetes, Japan and the private cepital -exporting countries of
Western Furope averaged $3.3 billion. While it thﬁs exceeded the average for the

23/ Unlted States Department of Commerce, United States Business Investment in
Foreign Countries, 1960 (Washington, D.C.).

2l/ United Kingdom Treasury, Bulletin for Industry (London), August 1959.

[oos



A/5195
English
Page 50

decade of the 1950's, the flow showed substantial year-to-year fluctuations as
well as o distinct tendency to decline in the course of the pericd. In 1959 it
fell by more then 10 per cent from its 1958 peek, end although it recovered
rartially in 1960, & further reduction in 1961 brought it close to the annual
average for 1951-1959. The decline in the Fflow from 1959 to 1959 wes mainly the
result of a reductlon of 23 per cent, or about $700 million, of the net flow from
the United States, while relatively lerge increases were recorded by net flows
from the Federsl Republic of Gexmeny and Switzerland (see table 15). The reducticr
in the outflow from the United States resulted partly from a decline 1n foreign
security issues in the United States capital mexket, which had been unusually
large in 1958 when sn IBRD bond flotation took place, It also reflected a sharp
rige in the inflow of foreign cepital into United States corporate securitles.
The combined net flow frcm the exporters of privete capltal shoved some recovery
in 1960 and, in addition, the position of France shifted from that of net lmporter
of private capital in 1959 to net exporter in 1960. The net flow from the
United States regained in 1960 its 1evei of 1958; at the same time, however, both
the Federal Republic of Germany and the United Kingdom became net importers of
long-term private cepitel mainly as a result of increased inflows of caepltal frcm
the United States. In the case of the United Kingdem, this was rartly due to
special clrcumstances, arising from the purchase by the Ford Motor Compeny of the
chares of its United Kingdom subsidlary in the amount of $367 million.gz/

54, The preliminary data for 1961 indicate a renewed decline in the total net
flow from capital-exporting countries. As compared wlth 1660, the flow was aboub
13 per cent lower and, thus, reached the lowest level for the four years under
review. WVhile the United Kingdom resumed 1ts traditional role as an important
net exporter of private long-term capitel, the net flow from the United States
declined sharply. The downturn in the total was accentuated by a large inflow of
private cepitel into the Federal Republic of Germeny and by a substantial
repatriation of Belgier private long-term funds from abroad.

22/ As noted earlier (see paragraph 10) the transactlon was imcluded in the
United States balance of payments in 1960, the year of its executbion, while
United Kingdom stetistics originelly ipeluded it in long-term cepital flows
in 1961. In ovder %o make the data for the two partner countries consistent,
United Kingdom receipts were adjusted To inelude the trensaction in 1960
totels and exclude it from those for 1961.

[ons
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Table 15. Developed countries: Net flow of private long-term capital,
by country, 1958-1961 a/
(Millions of dollars)

Country 1958 1959 1960 1961

Countries exporting privéte<
cepital -

Belgium~Luxembourg b/ .« » + & ~Th -8 -5h 88
Germany (Federal Republic) . . -16 -226 %0 203
Jajparl ¢ ® 5 5 8 8 P e & ¥ e 3 "‘1‘0 =20 "85 "35
Sweden # ® & B & & & & 2 F v @ "li‘ "5' "15 : 12
SWi'bZGI‘l&nd « 5 & 3 ¥ B w @& % "'26 -125 "'152 —211
United Kingdom « « s « » o o o =38l ~40og 909/ -2309/
United States o o o ¢ o o o -3, 161 -2,4k5 -3, 177 ~2,729
Total -3,625 -3,23h -3,361 -2,912
Countries importing private
capital
Rustralie a4/ o v ¢ o o v ¢ 4 & 209 ol7 bz ces
Austria = +» s = s o » o « = » TB 65 2 61
Canﬂda E/ s * % 8 ¢ % ® & 9+ 8 1,095 l, 120 l,OBJ-L 795
Denmark P 8 & % 8% ®w 3 ® & o ® l,']' - 5‘1 -
FINIENA + « o s o o 5 s » = « 15 16 37 b6
Franceﬁ/ 4 8 8 s s oe e e e s lsl §l|'9 '-ll"-{ 76
I'baly * ® & & & * e 2 B " 8w 1711' 262 521 l"96
Netherlands + + ¢« ¢« » o & » 125 "15 95 "67
New Zealand .« « o o o » & « o 6 23 8 10
Norvay « « « * s e o 2 s 8 s @ 112 155 31 159
Total L, 97T 2,220 1,994 1,862 g/

Net flow to rest of the world:

Tn millions of 4ollars. « » « ~1,648 ~1,01k -1, 367 -1,050
As percentage of net

aggregate flow from -

countries exporting

private capitel « + s ¢ o o L5 31 N 36

Source: See table 1 and national sources.

-§/ No sign indicates net inflow of funds; minus sign indicates net outilow.
Data include reported reinvested earnings. The classification of
countries in this teble on the basis of their net position as exporters
or importers of private capital differs from that in table 1 vhere
countries are classified as exporters or importers on the basis of
their net position on all transactions in long-term capital and official
donations.

(Foot-notes continued on following page)
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(Foot-notes continued from preceding page)

Including loans floated in the Belgien capital market by the Government
of the Congo (Leopoldville) and repatriation of capitel from the

Congo (Leopoldville). The entry for 1960 is not strictly comparsble
with those for earlier years as certain transactions not related to
private caplital flows are inmeluded in the entrles for 1958-1959 but
excluded in 1960.

Adjusted to include in 1960 and exclude in 1961 $367 million,
representing proceeds from the purchase in 1960 by the Ford Motor
Company of shares of its United Kingdom subsidiary. This adjustment
wes necessery in order to render the data consisbent with those for
the United States. '

.Fiscal year beginning 1 July.

Adjusted to include estimates for reinvested earnings.

Date for 1958-1960 refer to the sum of net private long-term transections
with non-frene area countries settled through metropoliten France and,
except in 1958, estimates of flows of private long-term capital from

-France t¢ the overseas franc area. Total for 1961 is estimqted on

basis of gpecisl questionnaire.

Including estimate of net flow of private long-term capitel into
Australie not shown separstely.
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55. Except for 1961, investment of private long-term funds in developed capital—
importing countries moved in the opposite direction of the flow from the

United States and the exporters of privéte capital in Western Europe. In 1959

the flow into the importing countries increased by about $2h0 million while the
net outflow from the group of capital-exporiters was reduced by $400 million. TIn
1960, when the net cutflow from the latter group recovered, the flow Into the
cepital-importing countries declined, largely as a result of a shift in the
position of France from net importer to net exporter of private long-term capital.
Preliminary date for 1961 indicate a further decline which was probably much
smaller than thet of the combined net outflow from the capltal-exporting countries.
Canada, Australis, Italy and in 1958 and 1959 also France accounted for the bulk
of the net inflow of the group, while the remainiﬁg six capitel-lmporting countries
ineluded in table 15 obtained during the period as a whole only somewhat more than
one-tenth of the totel.

56. As a consequence, the net flow from the developed countries as a group to

the rest of the world fell in 1959, recovered in 1960 and fell again in 1961.

Its average level for the period 1959-1961 was below that of 1958, however. The
share of the under-developed countries and international institutions in the net
outflow from the capital-exporting countries averaged 36 per cent in 1959-1961

as compared with 45 per cent in 1958.

57« The under-developed countries were affected not only by the instability of
the total ocutflow from developed countries, but elso by the uneven distribution
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of changes amcng the various reciplents. Data based on inflcwsgé/ into Individual
under-developed countries, which were shown in table 7 above, indicate significant
shifts between 1958 and 1960 in the relative shares of the various geographic areas
in their combined net receipts of long term private capital.

58. While the aggregate net flow into the group of under-developed countries, for
which data are avallable - and it should be noted that the country coversge is

far frem complete - declined both in 1959 and 1960, net flows inte some individual
areas rose significantly (see table 16). This was notably the case in Scuth-East
Asia, which recorded a four-fold increase frem 1958 to 1960 in the net inflow.

Wet inflows into the Middle East and into the group 6f countries composed of the
under-developed countries in Western Europe and of the United Kingdcm Colonial
Territories also advenced from 1958 to 1960, though to a lesser extent. At the
same time, the net inflow into Latin America declined, while the position of
African countries as a group shifted from that of net recipient in 1958 and 1959
to that of net exporter of private capital in 1960.

gé/ Data on net outflows from the developed countries to the rest of the world
shown in table 15 are not ildentical with those for net inflows of private
caplital intoc under-developed countries, which are presented in table T,
Some part of the difference is accounted for by the fact thet the total net
outflow from developed countries includes not only flows to under-developed
countries, but alsc flows to international institutions - notably private
purchases of IBRD bonds, and some small commercial credit transactlons with
centrally planned eccnomies. Net inflows into under-developed countries
similarly include net ceplital receipts of the private sector from sources
other then developed countries. Other factors which account for differences
between the two sets of figures are; traunsactions luvolving the private
sector in one group of countries and the publie sector in the other, which
would be ineluded in private capital flows only in one group; time lags in
the recording of transactions; incomplete country coverage for under-
developed countries; incomplete recording of certain itransactions - notably
of reinvested earnings - in the statistics of under-developed countries.
In addition, aggregate net flows from or into the private sector in each
group of countries also irpclude statistical dlscrepancies which may arise
from the inconsistent recording of transactlons between the members of each

EToUDs
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Tgble 16. Under-developed countries: Net inflow of private long-term
capital by reglon, 1958-1960 ‘

Regionﬂ/ : 1958 1959 1960

Index (1958 = 100)

APTICH o s o o o o o s « 3 8 o a ® s 100 18 b/
Iatin AmEI'ica & 8 8 & % 8 e B o a & 100 98 -'fl
Middle EFast « 8 8 & " a o & & 8 v w 100 - 103
South-East AS18 « o o o o s o « o 100 189 Lok
O‘bher f L] L ] » L] - & [ ] » . L] L] - L] L ] loo 109 119

Total 100 87 78

Percentage distribution

APTICH o o o = 2 o 3 s 8 o o s o o 10 2 ~12.
La'bin AmETican "+ & ® & 8 8 8 4 & 58 65 55
MLAG)e Bast « o o o 5 o o o 8 8 s 8 - 11
South-Fast ASic o« ¢ o » ¢ & s & & o 3 T 17
Other A N B R N I R 20 26 . 31

Total 100 100 100

Source: See table T.

g/ Regionel totals include only those countries for which data are
aveilable Por all three years., The countries included are as
follows: Africa: FEthiopia, Ghana, Libye, Morocco, Rhodesia and
Nyasaland, South Africa, Sudan and Tunisia; Latin America:
Argentina, Bolivie, Brazil, Chile, Colombia, Costa Rica, Dominican
Republiec, Ecuador, E1 Salvedor, Guatemala, Halti, Hondures, Mexico,
Netherlends Antilles, Nicaraguas, Faenama, Paraguey, Peru, Puerto Rico,
Surinem, Uruguay and Venezuela; Middle Bast: Iran, Irag, Isreel,
Jordan, Syria, Turkey and United Arab Republic; South-Bagt Asia:
Burme, Ceylon, China (Taiwan) , Federation of Malaya, Tndis, Indcnesis,
Pakisten, the Philippines, Republic of Korea, Republic of Viet-Nem
and Thailend; Other: Greece, Ireland, Tceland, Portugel, Speln,
and United Xingdom Colonial Territorles.

b/ Net cutflow.
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59. In South-Eest Asis, Chins (Taiven), Indonesia, the Federation of Melaya,
Pakisten and the Fhilippines shared in the increase of the area's net inflow,
which was also enhanced by a sharp reduction in the net outflow from Indiaj
changes in the remaining countries involved only small emounts. In the Middle
East, relatively large increases occurred in the net receipts of Israel and the
United Areb Republic. Among the under-developed ccuntries of Western Eurors,
Spain stood cut as the only ccuntry which received a large gbsolute increase in
net receipts of private long-term capital. The reduction in the flow into

Letin America reflected largely a decline in the net recelpts of Brazil and Peru,
& large outflow of funds from Venezuela in 1960, end e shift in the balance of
private capitel transactions of Mexico from net receipts in 1958 and 1959 to net
reyments in 1960. The sharp rise in the net flow of fupds irto Argentina
rartially offset the effect of these shifts on the total for the area. The
emergence of Africa as an exporter of private capitel was attributeble to capital
repatriation from South Africa. It should, however, be added that repatriation of
funds from the Congo (Leapoldville) was probably slso significent in 1960, but
owing to the unavailebility of data for that year, that country is not included
in the area totals for 1958-1960.

60. This experience was reflected in changes in the respective shares of the
various under-developed regions in the combined inflow of private long-tewrm

EZ/ Although Iatin America remained the largest recipient, its shére
fell from close to two-thirds in 1959 to little more than one-half in 1960. The
share of South-East Asla, on the other hand, rose from only 3 per cent im 1958

capital.

to 17 per cent in 1960, and that of the group of "other ccuntries" from

20 per cent to over 30 per cent during the same period.

6l. Of the fifty-three countries and the group of Unlted Kingdom Colopnial
Territories which are included in table 16, one-sixth recorded net outflows of

EI/ It should be noted, however, that while the country coversge for each area
is identical for each year, so that year-to-year comparisons are mesningiul,
1t 1s more complete in some regions than in others; consequently, the level
of the shares in any one year, which is shown in table 16, mey not reflect
accurately the relative Importence of the various regicns as recipients of
private capital.

/.l.
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private lopg-term capital. The proportion of countries recording such outflows
-was fairly stable from year to year, though the composition of the group of net
exporters changed. Only two countries, Tndia and the Netherlands Antilles,
recorded net cutflows in each of the three years, while twelve countries became
net exporters only in a single year. Net outflows totalled some $500 million
during the three-year period 1958-1960, or less then one-tenth of the total net
receipts. Moreover, s major part of the aggregate outflow was accounted for by
the repatriation of funds from only two countries, South Africa and Venezuela.
62, The distribution of net inflows among individual countries was very uneven.
In each of the three years, the combined net inflows of more than helf of all
recipient countries amounted to less then 10 per cent of total inflows, while four
or five large recipients absorbed half of the totel. Moreover, the flow into
individual countries fluectuated widely from year to year. In 1959 over one-third
of the countries wvhich had beeﬁ net recipients in 1958 recorded increases
exceeding 50 per cent, whille over one-fifth experienced declines of that
megnitude or shifts from net inflows to net outflows. In 1960 the proportion of
net reciplents obtaining increases of 50 per cent or more rose, but at the same
time that of countries experiencing similerly lerge declines or shifts to net
exports of funds advanced sharply (see table 17).

Table 17. Under-develcoped countries: Percentage distribution of

countries according to rates of change of net receipts
of private long-term capital, 1958-1959 and 1959-1960

Category 1958 to 1959 1959 to 1960

Increase in receipts in per cent

Less 'bh&n 25 » L] - L] L ] *» » ‘l .l » L] -. - lT 7
25 to 50 » » L[] L] » [ ] ” - - L] L ] 'l L] &* [ ] 9 5
51 to 100 L] ] L] L] [ ] * » L ] L] - [ L] L ] L ll 5
10O and MOT'E o u +» & s #:'% »  + o & 21!‘ 37

Decrease In receipts in per cent
Iless -bhan 25 » - [ ] L] [ ] » .' - » L] L ] L ] L ] 9 1ll.
26 to 50 s 8 & & 3 8 8 8 3 w s P ¥ w s 9 5
5160 100 o o o o o o o s ¢ o 6 v o o i3 16
Change from net inflow to net outflow 9 12
Total 100 100

Source: See table T.

[oos
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Gross lopg-term flow

63, So far private long-term flows have been reviewed only in net terms. This
procedure is necessary mainly because deta on private capital flows are available
for most countries cnly on a net basis. However, in the asggregate, gross flows
reflect better than net flows the volume of internaticnal transactions and the
scope of the internstional capital wmerket. Moreover, gross flows in the case of
individual countries are more meeningful as indicators of investment ratierns.

6k, Table 18 attempts to measure gross flowsgg/ in relation to net flows in the
selected developed countries, for which such date are availéble.gg/ It is clear
that the volume of internationsl capital transactions, as reflected in

the sum of gross outflows, rose steadily from 1958 to 1960. Thus, the

decline in the net flow from capital-exporting countries in 1959, which

was noted earlier, did not result from a decline in the volume of international
private cepital transactions, but rather from an increased concentration on the
rart of the countries conéerned on transactions with each other, or from increased
gross recelpts from sources outside the group, or from both factors. As mey be
seen in table 18, the combined gross outflow from the selectéd capltal-exporting
countries rose from $l.5 billion in 1958 to $4.8 billion in 1959 end $5.2 billion
in 1960, while the group's net cutflow fell by $420 million in 1959 and recovered
only very slightly in 1960. TIn the selected develcped capital-importing countries,
gross inflows increased over the period as a whole by & larger amount than did

net inflows, cwing to a relatively large increase in gross outflows. The combined
gross oubflow from the developed countries included in table 18 rose from

$4.,9 billion in 1958 to $5.5 billion in 1659 and $5.9 billion in 1960.

28/ As foot-note a on table 18 indicates the terms "gross inTlow" and "gross
outflov" are here used to denote the sum of receipts end of payments,
respectively.

29/ Major developed countries mot included in this table owing to lack of complet
data are Belgium-Luxembours, France and Switzerland. The coverage and figures
thus differ from those in table 15.
/II.
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Table 18. . Selected developed countries: Relation between gross and net flows
of private long-term capitel, 1958-1960 a/
(Millions of dollars)

Country

1958

1959

1960

Gross

inflow ocutflow

Gross

Net GQross

Plow inflow ocutflow

Gross

Net (ross
flow inflow outflow flew

Gross

Net

Coﬁntries.exporting

privete cepital

Germany (Federal

Republic) + o & 209 225 -16 253 =479 226 375 -~343 30
Japan « « s s o o 84 il 4o 98 -119 -20 61 =1k5 -83%
Sweden o o & 8 = 2 '—5 ..J_|, 5 -8 -ZJ - ]3/ -15 —15
United Kingdom . 5h0 -2k -38h  55h  -963  -bO9 1,030~ ~9k0 90
United States . . 134 -3,205 3,161 751 -3,196 2,445 565 =3,7he -3,177

Total o« o o o @ 969 -4,k93 3,524 1,661 ~4,765 -3,10k 2,029 -5,185 -3,155
Countries importing
private capital /

Australia « « » 257 -28 209 284 =36 247 h553- -23% hi2
Austris . + o+ « 82 -h 78 63 - 63 6 Iy 2
Canads «  « » « 1,205 =109 1,095 1,316 -196 1,120 1,303 -220 1,084
Denmark « v o » + 18 "J-i— l}'l' 9 "'9 - 60 "'9 51
Finland « o o o o 33 -18 15 37 ~2L 16 €0 w2l 36
Ttaly s o ¢ » o = 203 -28 174 338 ~76 262 4935  =17L 323,
Netherlands « « « 373 =251 123 379 -394 -15 31 246 95
New Zealand . .« 7 - 6 25 -2 23 13 -6 8
WOTWEY o o o o « 118 -6 112 155 -1 155 3L -3 31
Total « o » o o 2,276 -4h8& 1,826 2,606 -~735 1,871 2,755 ~706 2,040
Total, selected
developed
countries o+ « 3,245 -4,9h1 -1,606 L,267 -5,500 -1,235 k,77h -5,891 ~1,115

Source: See table 1.

g/ Gross inflow equsle the sum of all receipts from new long—term borrowing,
direct investment and the repayment of loans extended. Gross outflow
equals the sum of new lending, direct investment and the repayment of loans
received.

p/ Tneluding $367 million purchase by Ford Motor Ccmpany of shares of nited

Kingdcm subsidiary.

g/ Tneluding short-term capital inflow and unrecorded transsctions.

oo
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65. The increaéing concentration of flows in transactions among developed
countries 1s illustrated by the following figures which are derived from teble 18.
1958 : 1959 1960

Billion Percent~ Billion Percent- Billion Percente
dollars age dollars age dollars age

Sum of gross cutflows

from major developed

rrivate capital~export-

ing and impoxrting

countries . * 4 s s 4 & l]-o9 1C0 505 100 5'9 100

Sum of gross inflows
into private capital-
exporting countries . . 1.0 20 1.7 30 2.0 3L

Sum of gross inflows

Into developed private

capital=-importing -

countries « o« o » o « » 2-3 1]-6 2:6 ,-1-7 2.7 ll-?

Net flow to rest of
WOrla o o o o s s e 137 315- l.2 22 1.1 19

66. Tt is clear from the above that a growing proportion of funds Tlowing from
develqped countries was absorbed by other developed countries, especially by tne
net exporters of private capltal, while net extra-group transactions diminished in
relative importance. H0wever, 1t should be noted that, in view of the incomplete
coverage of gross flows, the figure for the net flow to the reat of the world
shown 1n the table Includes the balance of transactions not only with under-
developed countries but slso with those developed countries which have been
excluded from the table becguse no complete data on gross flows are availlable. In
particular, transactions with France end Switzerland would tend to affect the
annual flgures for net flows to the rest of the world, although they are unlikely
to change the basic pattern indiested by these data.
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The directicon of £lows

67. Detailed informetion on the direction of gross f£lows, which ié available for
several countries,ég/ confirms whﬁt was suggested by the relative changes in the
broad aggregate flows shown sbove. In recent years private long-term capltal '
has indeed tended to flow among the developed countries rather than to the under-
developed areas. Such informetion with respect to capital-exporting countries 1s
available only in the case of the United States, the United Kingdom, Switzerland
and the Federal Republic of Cermany.

68, Table 19 presents data on the geographlc pattern of the gross flow

from the United States based upon figures for net changes in United States

direct and portfolio Investment assets abroad.él/ The share of developed
countries in the gross flow from the United States has clearly tended to rise
during the period 1958 to 1960. At the same time Western Europe has displaced
Canade as the main recipient of gross United States privete investment. However,
the rise in the share of Western Europe in 1960 vas in large part accounted for by
the special transaction with the Unlted Kingdom, which was noted earlier. During
this.period the share of under-developed countries in the gross flow of Unlted
States private capltal appears to bave been rather stable. It would, however,
have shown a deeline from 1958 %o 1959, had it not been for a large issue of IBRD
bonds in the United States capital market in 1958, which accounted for i3 per cent
of the gross outflow and which correspondingly reduced the shares of all other
flows in the United States total for that year. Such large-scale operatlons of
international institubions occur only st infrequent intervals, and in fact the
gross flow-to such institutions In 1959 and 1960 became small of negligible.

30/ It should be noted that the terms "gross outflow” and "gross inflow" in
the present context denote net changes in asgets and liabilities respectively.
Tt is necessitated by the nature of the basic data on directlon and
composition of gross flows as reported by the individugl countries. This
definition of "gross flows" thus differs from that indicated in foot-note gﬁ/
to paragraph 6h.

éi/ Tt ghould be noted thet the dlstribution Petween the developed and under-
developed countries is slightly biased in favour of developed countries,
pecause all unallocated United States portfolio investment has been attributed
to developed countries. Since portfolic investment is, in fact, largely
undertaken in developed countries, as indicated later in this chapter, this
imperfection of classification is unlikely to cause any serious distorition of
the general pattern of distribution as between the two country groups.

Jees
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Table 19. United States of America: Percentage distribution of gross
cutflow of private loug-term capital, g._/ by recipient
region, 1958-196€0

Reeipient region 1958 1959 1960

Developed countries

C&D.&da--oo.,o,u LR N N L 33 56 27

Western EUI'OPE s 4 8 B & * 6 a 17 27 37
Oceania and Ja.panh/. e o o 4 o a 9 10 9
Total 60 73 73
Under~developed countries
Igtln Americe o » a o o 3 3 2 o 1’4‘ 17 15
Agin 3 excluﬁilﬂg. JBPE.I%‘E/- .. 8 s & 5 1
A:E’rica.g.........v-.. 2 3 3
Western Hemisphere dependenciess/ 2 2 3
Total 23 22 22
International shipping . e e e a s L 5 2
In_terna:hiona.l irstitubions ¢ s o o » 13 - 3
Total 100 100 100

Source: United States Department of Commerce, Survey of Current Business..

a/ Ccmbined total of the United States direct and portfolic investment
gbroad. This includes only net changes in long~term foreign assets.

‘g/ Including also portfolic investments in all under-developed countries
except Latin America.

¢/ Direct investment only.
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69. Preliminery flgures for 1961 show that thls general pattern remained unchanged
except for some slight shift among the developed countries in favour of Oceanie
and Japan, and among under-developed countries in favour of Iatin America.zg/

70. Date on the geographlc pattern of the gross flows from the United Kingdem
are now availsble for direct investment assets for the years since 1958, but

it should be noted that the coverage for the years 1959 and 1960 is less complete
than that for 1958. Moreover, the United Kingdom statisties do not include
investment in the petroleum industry and in insurance. The availlsble deata, which
are présented in teble 20, show a slight shift in the pattern of United Kingdcm
flows aeway from the under-developed countries. This shift was largely confined
to South Africe, however, where United Kingdom investments mey beve been affected
by political as well as by economic considerations. The rise in the share of
developed countries was similarly locallzed as it resulted exclusively from fhe
growing outflow of British capital to Australla.

TLs The overseas sterling ares has clearly‘continued to predominate in British
investments. Despite a liberalization of capitel transactions with the rest of
the world, non-stefling countries =~ both deﬁeloped and under-developed - have
failed to galn ground as outlets for Unlted Kingdom private capital during the
yvears included in table 20.

72. The gross Tlow of private capltel from the Federal Republic of Gerwany

was also mainly directed towards the developed countries of Westera Europe and
North America. The regtoration of convertibility cf Western Eurocpean currencies,
and especlally the development of the Common Market inevitably attracted a large
and growing share of privete capifal from the Federal Republic of Germany to
Western FEuropean countries (see table 21).

73. Informatlon regarding the gross flows from Switzerland is confinéd to data
on loan flotations in the Swiss cepital merket. Since such flotations are
almoet exclusively undertaken by developed or the more industriglized under-
developed countries, they give no indicatlon of the general digtribution of
gross flows., The most striking feature of table 22, which presents new loan
issueé in Switzerland, is the shift in ‘the respective shares of Western Gurope
and the United States. The rising tendency of the share of Western Furope
reflected the intensification of capital flows within Weatern Burope which vas

ég/ United States Department of Commerce, Survey of Current Buslness,
March 1962, pp. 22-23.
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Tgble 20. United Kingdom of Great Britain and Northern Ireland: Percentage
dilgbribution of gross ouwbflow of private long-term capltal, &/
by reciplent reglon, 1958-1960

Recipient region 1958 1959 1960

Developed countries .

Canada « v« # ¢ o & 4 v 2 o 5 s s & s s 19 19 12
Australia and New Zealand " & s ® 2 . 17 16 27
Western Europe A 10 11 10
United States « o o « o« + & 6 ¢ o » » T 8 6
Total 52 55 25
Under~developed countries
Soubth APrica = e o = o o s ¢ » o o o 1h 5 7
Iﬂdi&onocoocc-q-oc.t'oo h‘ T 5
Fhodesia and Nyasaland « o ¢« = = s s « - 7 5
Other sterling countries + « » s = « 20 17 19
Non"stez'ling Countries ® » 2 ® ® = + @ 5 3 3
Total Ll 29 39 ‘
UHClaSSified.o.lcoc-lo-..- ll- 6 6
Total 100 1c0 100

Source: United Kingdom Board of Trade, Board of Trade Journal (London),
30 March 1962, p. 677.

g/ This refers to net chenges in long~term foreign assets of the Unilted
Kingdom, excluding assets in petroleum industry and insurance.
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Table 21. Federal Republic of Germany: Percentage dlstribution
of gross outflow of private long-term capital, g/ by
reclpient region, 1958-1960

Recipient region 1958 1959 1960
Westerti BUTOPE o o« & & o o s s « o & L8 ) 63 69
United States and Canada + « o « o » 11 20 16
Other countries L T N T ll'l l? 15

Total 100. 100 100

Source: Deutsche Bundesbank, Monthly Report (Frankfurt), Jamuary 1962.

g/ This refers to net chenges In long~term foreign assets of the Federal
Republic of Germany.

Table 22.- Switzerland: New ilssues on foreign account, 1958-1961

1959 1960 1961
commtry end regton G e e e aotiave | age
Australis « » o o 5 2 s - - 13.7 11 13.8 6
Canada « o » o o o o 5.7 5 13.8 11 - -
United States « « o o » 11.5 10 21.8 17 13.8 6
Wegtern Furcpe. » s s » 58.5 53 51.5 Lo 163.% h
Argenting + o o & » & o - - - - 70 3
South AFrica + « « « «  11.5 10 - - - -
Interngtional Bernk for
Reconstructlon and :
Development « « « o o 23.0 21 27.6 o2 23.0 10
Totel 110.3 100 128.3 100 220.8 100

Source: Bangue Natlonale Sulsse, Bulletln Mensuel (Zurich).

June
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noted earlier. The share of the Internatlonal Bank for Reccnstruction and
Development declined sharply in 1961 when the amount of capital raised by Western
European countries recorded s particularly large increase. The under-developed
countries are represented only by South Africa in 1959 and Argentina in 1961

with shares of 10 amd 3 per cent regpectlvely.

Th. The above analysis related to gross £lows of private capltsl from developed
countries. But, as indicated earlier, the major exporters cof private capltal

are glgo important importers of such funds. The distribution of gross inflows,
that ig, net chahges in ligbilities, in selected capital-exporting and importing
countries 1s shown in ‘teble 23. In the case of the Unlted States, Western Europe
eccounted for the major part of the gross inflow of forelgn cepital exeept in
1958, when repaymenté to thet ares exceeded new receipts from it. In the United
Kingdom and Canadsa, the major part of receipts of foreign capital represented
United States investments, although capital from Continental Western Europe
countries made a growing contributlon to the flow into Canada. The United Kingdom,
in turn, was the largest single source of foreign private cepitel for Australia,
Indis, Pekistan and South Africa, which are members of the sterlling area. waeverL
in the first three countries the share of the United Kingdcm tended to decline in
the course of the three-year period. 1In Australia and India, this reflected
primarily rising United States investments, although in the case of Indla, as
well as in Pakistan, the share of Conbtinental Western European countries and of
Japen (included in "other") increased substantially.
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Table 23. Selected countries: Percentage distribution of gross inflow
of private long-term capital,a/ by source, 1958~1961

Source of inflow
Country of destlnation Total United Canade United Continental  Other

.and year ' Statesg Kingdom Wesbern
| Europe

United States - - - - o

1958 * e v w e s e 100 - ~100C an '-%'/ =25 225

1959 ¢ 6 % n e m w a 1C0 - =1 s -.E/ 82 19

1960 * s e e e e ‘a .100 - "“lll' aa 'n-b / 89 25

1961 LI N L I T 100 - 6 LN T 69 25
United Kinggond - e/

1958 % s s e e w ‘-. 100 82 e '-'a-."/ - 7 11

1959 R EEREEEE 100 83 Y g - 13 5

1960 « ¢ « o o s o » 100 78 N - 11 11
Canads, ' )

1953 e s 5 s s s s 100 81 - 12 7 -

1959 e s e e w e e 100 77 - 9 15 -

.1960 * s 5 B 8 ¢ & @ 100 Tj-l- hd lO , 15 l
Australiagj' ' C o T

1958 4 = e v v s w s 1C0 26 ;;;gé 58 .;;gf 16

1959 « 3 s e a " e 100 58 P a“' / 51{' .e "g/ 9

1960 s & & & ¢ & 0 9 100 32 LN b 55 L 13
India t ' T e

1958 R R 100 18 s .g'; 75 se g T

1959 . & B 3 8 8 & ® 100 30 L X Janel 57 LA 15
Pekigben ~ © - ’

1958 * 4 % e s e e s 100 18 - fo - 11

1959 « e v e m s we 1c0 -~ 9 86 - 5

1960 e v % v w s ® - 100 11' - 65 2 50
South Africa : /

Average, 1957-1960 « 100 5 3& 66 18 7

Source: Australis, Commonweglth Bureau of Census and Statistics, Annual
Bulletin of Cversea Investment, 1959-1960 (Caenberra); Canada,
Dominlon Bureau of Statlsbtlcs, Canadian Balance of International
Payments, 1960 (Cttawa); India, Reserve bank of indis Bulletin
iBombayi; Pakigtan, Ministry of Flnance, The Budget, 1960-0l and
1961.-62 and Economic Survey and Statistlcs (Karachl); South Africa,

(Source and foot-notes continued on following page)
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(Source end foot-notes conmtinued from preceding page)
Reserve Bank, Quarterly Bulletin of Statistics fPretoria); United

Kingdom Board of Trade, Board of Trade Journal London); and United
States Department of Commerce, Survey of Current Business
(Washington, DaCe)e

Data on which percentages are based generally represent net changes in
long~term liabllities; thus, minus signs indleate a net reduction in such
ligbilities.

Inecluded in Western Europe.

Including only direct investment in the United Kingdom. Because

cf the nature of the basic data in this table, no adjustment was

attempted for the 1960 figure to include the transaction of the Ford

Motor Company, which was nobed earlier. If this transaction were included,
the share of the United States in the flow into the United Kingdom would
have also risen in 1960.

Included in the inflow from the United States.
Fiscal years ending 30 June of the year indicated.
Included in the inflow from "Other".

Including also the inflow from dollar ares countries other than the
United States.
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Chapbter 5
COMPOSITION OF FOREIGN INVESTMENT

Direct Investment and Other Long-term Flows

75+ The long-term international capital trensactions of the private sector

fall into two main categorles: direct investment which involves control of

the foreign enterprise to which the capltal is supplied, and cther long-ferm
capital transactions which consist, broadly speaking, of lending or borrowing in
various forms. Within the latter category of transactions a distinction is
usually mede between security issues by one country in the capital market of
anothey (or the purchase and sale by residents of one country of outstanding
forelgn securities) and internationsl credits granted to or by private firms

or individuals for a yeriod exceeding one year. In practice the distinction
between these categories is not always clear-cut. Moreover, some types of
transactions, notably direct investment Financed out of re-invested earnings, and
dealings in outstanding foreign securities are frequently difficult to ldentify,
and they consequently tend to be inadequately covered in balance of payments
statisticsa. |

76. From the replies by Governments to the special questiommaire jointly issued
by the United Netions Secretariat and the International Monetary Fund, to which
reference was made earlier, éomparable date on the types of investment for certain
countries can be obtained for a single year, 1960. In table 2k, date for a few
selected developed countries are shown. Generally speaking, gross capital
outflows for direct investment and the re-investment of earnings were the largest
components of the private capital transactions of the capital-exporting countries
in 1960; in fact, in the case of the United Kingdom and the United States, these
accounted for 73 per cent and 8L per cent of the total outflow respectiﬁely.

“f7« 1In the Federal Republic of Germeny and in Japan long-term export credits

and other loans were also of considerable importance; particularly in transactions
with under-developed countries. It should, however, be noted that in the case

of the Federal Republic of Germany the share of such flows is to some extent
overstated owlng to the inclusion of unidentified direct investment flows. In
the Netherlands the purchase by residents of foreign securities was the largest
component in 1960.
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Table 24, Selected developed countries: Percentage distribution
of flow of private long-term capitel a/ to regions of
destination by type of investment, 1960

Country of origin of Regibn of destination

capital outflow and All Developed Under-developed

type of investment countries countries . countries

Germeny (Federal Republic)

Direct investment B,/ o o o o o o o o L7 Ly 46
Foreign securities + « o o o o s s o s 3L Lo 1
Other assets o « o « » « s o & . & & @ 22 15 55
Totel o« « o o 100 1¢0 100
Japan -
Direct dnvestment + ¢ ¢ o« o o« o « & 55 100 ']']'5
FOI‘EigIl Secwj.ties s ® 8 @ B3 % ¥ & ‘. ’. l - l
Other apaets e B & B 8 & ¥ & 3 & &8 3 ,‘l'll' - 56
Total « o »+ 100 100 100
Wetherlands .
Direct investmen'bp-/. « » 8 s 9w v l].O 35 76
ForEign SecUritics v o o 5 ¢ o 3 2 s e 11'5 52 =
Other as_sets * e % & = 8 2 s o os e 15 15 21"
Total + & « 100 100 100
Inited Kingdom
Direct investment o+ o o o o o o s o T3 75 T2
Other assets 4/ « v v o o o o o 4 = » 27 25 28
Total . « » @ 100 100 100
United States .
Direct investment s % & 8 & 8 b o u e 81 86 75
Foreign securitles o o« o o o o s o s o 18 13 21
Obher assets o « o v » o ¢ s « ¢ o a o 1 1 L
Total o« « » « 100 100 100

Source: Buresu of General Economic Research and Policies, based upon data
from specisl questionnaire issued Jointly by the United Netions
Secretariet and the International Monetary Fund.

Representing net changes in long-term assets of private sector execluding
banks, The term "other assets” in thls table refers to long-term
commercigl credits and other long-term capitel transactlons. '
Fxcluding reinvested earnings.,

Exeluding some direct investment flows which cannot be identified;
these are included in "other assets”,

Including trensections in foreign securities,

\Z

& el

Jonn
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T8. In the United Kingdom and the United States the compositlion of flows to
developed and under-developed countries, respectively, dild not differ
significantly: direct investment predomineted in flows to each of the two
regions. In the Federal Republic of Germany, Japan and the Netherlsnds, on

the other hend, the pattern of flows varied according to reciplent regicns.

The first two countries supplied an importent share of the capltal flowlng to
under-developed countries in the form of credits. Such credits, however,

played & much smaller or even negligible pert in their transactions with
developed countries, where direct investment predominated instead. In the case
of the Netherlends, security issues and transactions in foreign securities
accounted for over half of the gross flow to developed countries, while three-
guarters of the capital supplied to under-developed countries was in the Torm
of direct investment funds.

79. With a few exceptions the entire inflows of foreign capital into the
private sector in under-developed countries originated in the developed prilvate
enterprise economles, and the pattern of inflows Intc these countries in 1960
can therefore be expected to be simllar to that of the outflows to-them which
was examined above.

80. Data on gross Inflows as reported by under-developed countries generally
distinguish only between direct investment and other receipts of private long-term
capital. The available informetion on the composition of inflows in twenty-eight
under-developed countries is presented in table 25. It can be seen that in the
majority of recipient countries direct investment predominated., This is readily
explained by the fact that this form of investment accounted for three-quarters
of the outflcow from the Uhited-Kingdbm and United States, which supply the bulk
of private capital flowlng to under-developed countries. While a number of
countries had obtalned in 1960 substentizl amounts of long-term credits or other
loans from ebroad, credit repayments exceeded new recelpts in meny instances.

Tn Mexico and China (Teiwan), however, the inflows of private capital were
largely in the form of loans rather than of direct investment, a pattern which
reflected partly the efféct'of government policies of controlling the foreign

direct participetion in domestic industries.

[ene
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Table 25. Selected under-developed countries: Grose inflow
of private long-term capital by type, 8/ 1960
(Percentage)
Country Direct lnvestment Other Total
Africs
Ethiopia <« % 4 v 6 s 4 o s o o o o & 12k -2h 100
Nigeri& * 2 2 8 B 8 s b 8 % e v e u e loo - 1.00
Rhodesia and Nyssalend . « « s « o 102 -2 100
Sudan B & & = & 4 & & © & 9 5 =B 5 8 - -100 -100
Letin Amerleas
Argenting o o o o 2 2 » s o s s s 8 ' 84 16 100
Bolivj.a T e e 8 &k ¢ e s 8 e w8 as -1-00 - 100
BraZil LN T T S R B TR T T S S 1-07 - T 100
Costa Rica v o o » o o E e s s a8 ® 120 =20 100
Ecuador . S S P 77 23 160
MEXICO w v o o o o o o & = » ® e s s 29 Tl 160
Paname o+ v o o ¢ s o & s + v x s s 106 - 6 100
Puerto RI1CO B/ o v v v o v 0 ¢ v e sk 66 100
Surinam - » . - L] - - - & a * . - » - 123 ”23 loo
Middle East
Irant o v o « o« o » & ¢ &2 e s 8 e & s "‘33 133 100
Isr8el s« o o o ¢ o ¢ o 8 & o &y 73 27 100
JOrdanm & v s 4 « 8 6 & = e s s 8 & )'I'T 53 1C0
Turkey 4 » 8 & 8 s 8 s + 9 oz 2 e 2 & 1C0 - 100
South-East Asis
Buma « v s s 5 & 8% % B & s 3 & s = ‘0 639 -539 loo
CeYan LI T T S T T T "‘72 "28 =100
China (Taiwan) “ 8 % 8 w % A& » » w 27 75 1¢o
Tndoneslia « « o« « o« » o o o = » s x e 98 2 100
Filippines o« v o o o o s o s 8 ' 4 o 8 a2 1Co
RGPUbliC Of KOI'EB. e & & & 8 = 8 8 ®w» & - 100 loo
Republic of Viet-Nam o o o « o a s ' - 1C0 1c0
Thailand .+ o « ¢ o ¢ s o & » o o« 15 85 100
Cther
GIéeCe v » o o & o v ¢ o % o o s s ' - 57 15.-{ 100
Teeland + o o o ¢ & s & % % e v e a s - 100 100
Ireland [ ] a - L ] L - L ] - o » L 2 * * L » ]'lh - ﬂll. “100

Source: See table 2k,

g/ Representing net changes in long-term liabllities of privaete sector
exeluding banks. "Other™ includes trensactions in foreign securities,
long-term commerciel credits and other long-term ceplial transactions.

b/ Transactions with develcped countries only.
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Industrisl distribution of direct investment

8l. From the point of view of the econcmic impact of the international flow of
private capital upon the world economy, it 1s not only the size of the flow that
matters, but also the distribution of inflows among economic sectors and
industries in the individual recipient countries. Dete on industriel distribution
of foreign capital inflows are generally lacking in the recipient countries.

It is, however, possible to make scme generalizations on the basis of the
experlience of the capital-exportiﬁg countries.

82. Data on capital flows for direct investment by industry are aveileble for the
two largest exporters of privete long~term capital, namely, the United States and
the United Kingdom. A4s shown in table 26, the flow of United States direct
investment capital during 1958-1961 was, &8s in the earlier years, concentrated in
manufacturing and petroleum industries. The shares of these sectors in the total
outflow amounted to 38 per cent and 33 per cent, respectively. However, the
distribution of the flows to individusl countrles or regions by sectors varied
considerably. In the developed countries as & group, the pattern of investment
strongly fevoured the menufacturing sector. Manufacturing alone absorbed almost
half of the total flow of United States direct investment capital to this group

of countries, while petroleum accounted for around 30 per cent, the remainder
being distributed among mining and smelting; public utilities, trade and other
industries, The predominence of investment in manufacturing was greatest in
western Europe and Oceania.

83. The pattern of United States direct investment flows to under-developed
countries was in most respects the réverse of that prevailing in developed
countries. The petroleum iﬁdustry together with mining and smelting accounted

for well over half of the totel, while the share of menufacturing was only one~
fifth. In fact, outside Latin Americas, where the share of menufacturing investment
was reletively large, Unlted States investment in that sector amounted to less than
one~tenth of the total. The large share of manufacturing in United States direct
investment in Latin America reflected the tapering-off of investment in the
petroleuﬁ industry in recent years. Hence, the relatively small share of United

States funds flowlng into the petroleum sector was not representative of the

{ena
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Table 26, United States of fmerica: Percentage distribution
of gross outflow of private capital for direct
investument, a/ by industry and by region, average
for 1958-1961
Mamifac~ Mining and b
Country Total  +turlng Petroleum  swmelting Otherh/
Distribution by industry:
Developed countries
Canada o &« ¢ o« @ ¢ s o ¢ 8 » 100 l[-ll' 28 11 17
Western EurOpe .+ 8 & s = 8 100 51 29 - 19
Oceanla 4 o « o ¢ » o o = » 100 50 53 5 15
Japan-s.......‘.loo )-1'5 ltaE/ - 5T
Total 100 48 29 6 18
Under-developed countries
Latin America + « » « » & » 100 30 27 13 30
Western hemisphere
dependencies ¢« 9 8 s v B 1C0 T 21 7 65 .
Other @/ o ¢« o o o o » » o » 100 8 67 15 10
Total 100 20 I 13 26
Total, all regiousgf e s s s s 100 38 33 8 ee
Distribution by region:
Developed countries . « « » » 66 83 5T W7 22
Under-developed countries .. 3L 17 39 55
Toternational shipping « o » » 3 - L - T
Total 100 100 100 100 100

Source: United States Department of Commerce, Survey of Current Business.

g/ This refers to net chenges in foreign direct investment assets of the
United States.

Tneluding public utilities, trade and other unspecified investments.
Tncluded in "other®.

Tneluding Africa, Asia (excluding Jepan) and other countries not
speclfied.

& R’

e

Tneluding international shippinge.
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post-war pattern of United States investment in that region. In under-developed
countries outside the Western Hemisphere the petroleum industry absorbed two-thirds
and mining close to one-sixth of total United States direct investment flows.

8h. During the years 1958-1961 the developed countries accounted on the average
Tfor two-~thirds of all dlrect investment undertaken by United States firms. Although
the concentration on developed countries was greatest in the case of manufacturing
investment, 1t was alsc evident in investment in the petroleum industry, and in
trade and miscelleneous service industries, as table 26 shows. The relatively
large share of developed countries in the flow of United States capital into

the petroleum sector is in large part explained by the faet that recent cutbacks
affected primarily investment in production facilities, which are chiefly located
in under-developed countries, while the expansion of refining capacity and
@istribution networks in developed countries continued.

85. The data on the industrial pattern of United Kingdom private direct investment
ebroad during 1958-1960 are presented in teble 27. The average outflow for

these years amounted to about $530 million, but this total did not include the
outflow for investment in the petroleum industry and in insurance. According to
cne estimate, investment by United Kingdom petroleum companies ebroed exceeded

an annuel rate of $840 million in 1960-1961.22/ If such investment is taken into
conslderation, petroleum would appesr to have been the largest compenent of the
total cutflow of United Kingdom privete direct investment capital. Excluding
investment in petroleum and insurance, more than one-half of the total outflow

in 1958-1960 went into manufacturing industries. Agriculture sbsorbed only

T per cent of the total end the rest was accounted for by mining, construction,
distribution, transport and commnications, and banking.

86. 1In contrast to the experience of the United States, wenufacturing investment
was the largest single component of the outflow of United Kingdom direct investment
capitael not only to developed areas but also $o Latin America. However, the
exclusion from the United Kingdom totels bf investment in the petroleum industry,
which is primarily located in under-developed countries, is likely to account

in large part for any differences between the pattern of United Kingdom investment
as shown in table 27, and that of the United States.

33/ See Petroleum Press Service (London), June 1962.

[oos
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Table 27. United Kingdom of Great Britain and Northern Irelend:
Percentage distribution of gross outflow of private
capital for direct investment, &/ by industry and by

region, average for 1958-1960

Reglon mote1?”’  Menufacturing  Agriculture otnerd

Distribution by industry

North Americe « « o o o » o 100 &7 - 33
Western BUTODE « « o o » o 100 76 - 2l
Tatin America « « o o o « o 100 81 - 19
Rest of sterling area o + . 100 43 10 b7
Other non-sterling area . . 100 22 39 39

Total « 100 53 T T

Digtribution by region

North America + ¢« o o o » o 23 29 = 19
Western BUrope o « » o o o 10 15 - 6
Iatin AmericE « « o o o o o 5 8 - |
Rest of sterling area . .« =8 b7 81 68
Other non-sterling area . 3 L 19 3

Total « 100 100 1C0 100

Source: See teble 20.

\2

Based on data relating to net changes in forelgn direct investment
assets of the United Kingdom.

Excluding investment in the petroleur industry and insurance.

L

Including mining, construction, distribution, transport and
communications and banking,
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87. DTuring this period as in earlier years, the_direct investment flow from
the Uhite@ Kingdom weg oriented toward the sterling area countries. As can be
seen from the table, about three-fifths of the total went to these countries,
among which Australie was the largest éingle recipient, While the developed
countries of North America and Western Europe received one-third of the total
outflow, their shares in the flow into manufacturing investment was
considerably larger. Investwent in latin Ameriea, aithough rising steedily
dpripg this period, was stlll relatively unimportent in the total direct
investment of the United Kingdom as well as in the region's total receipts

3/

sterling area received the btulk of the flow of British capital into sgriculture

of private capital. The under-developed countries within and outside the
end other sectors.

88. 1In the recipient countries, the industrial pattern of foreign direct
investment reflects chiefly the natural resource endowment, although the
inflows are also influenced by factors such as the size of the domestic
merket and the world demsnd for a country's export products. The large flow
of foreign capital into the development of the petroleum industry, especially
in sowe of the under-developed countries, is a case in point, Amcng the major
reciplent countries, data on the industrial distribution of foreign direet
investment are available only for Australia, Caneda, India, South Africa and
Venezuela (see table 28). In Canada and Indis, 2 substantial proportion of
inflows of foreign private capital during the yeers under veview went to the
petroleum industry for the development cof domestic production or of refining
capacity to meet the risiug domestic requirements. The sltuation was even
more striking in the case of Venezuela, where the expansion of petroleum
production - mainly for export - absorbed no less than nine-tenths of the
total inflow of foreign privete capital.éi/

B/ United Kingdom investment in the petroleum industry in lLatin America,
which is excluded from total flows to the region, ieg, however, known
to te large.

35/ Data relatirg to the industrial distribution of foreign capitel flows into

Venezuela are not available for 1960. In view of the large outflow of United

States cepital chiefly from the petroleum industry in that country in 1960,
the dnclusion of data for that year would heve changed 51gn1f1cantly the
pattern shown in table 28.
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89. In countries with a broader base of resource endowment end a larger
domestic merket, inflows of foreign private capital tended to be more evenly
distributed among domestic industries, In Canada, for exemple, menufacturing
industries accounted for the largest single share of the total Inflow of
private capital in 1958-1960, Next in importance was investment in the
petroleum and natursl gas industry and in the development of the country's rich
mineral deposits. During these years, as before, United 3Jtates capital occupled
a dominent position, accounting for two-thirds of the total inflow of privete
capitel. A relatively lerge proportion of United States investment represented
the acquisition of existing Canadlan enterprises by Uhite& States nationals.
The importence of investment in menufacturing was elso evident in the case of
Australia where its share in totel direct investment amounted to elmost three-
fifths, In both Canade end Australia, the amount of privete capitel flowing
into commerce, banking and insurance wes also relatively large. In recent
years, the pattern of foreign direct investment In South Africe was distorted
by the repatriation of United Kingdom private capltal from the mining sector.
The largest pert of the total inflow of private cepitel during 1957-1959 was
devoted to the expanslon of trade and banking facilitles.
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Table 28. Selected countries: Percentage distribution of private
capital inflow for direct investment by industry,
average for 1958-1960 a/

o Manu?ac- Mining and  Agriecul- E/
ountry Total turing Petroleum  smelting ture Other
Australiaﬁ/ e s+« 100 59 - 7 3k
Cemada o o o o« « «» 1C0 36 3L 10 - 23
mate® L ... .. 100 38 48 ; 5 1
South Africa . . . 100 45 - -17 - T2
Venezuela + « « « « 100 - 90 7 - L

Source: See table 23, and for Venezuela, Banco Centrel de Venezuela,
Memoria, Correspondiente el Ejercicio Annusl, 1960 (Caracas).

Anrual averages for India, South Africa and Veneruela refer to
the years 1957-1953.

Mainly commerce, banking and lnsurance.

12

Fiscal years ending 30 June of the year lndicated.

@ e

Excluding IBRD loans to the private sector.

The share of reinvested earnings

00, While investors in capital-exporting countries generally devote a
proportion of the earnings 6f foreign direct investment enterprises to the
financing of further lnvestment, deta on the conmtribution of such reinvested
earnings to the expension of foreign essets are lacking in most countries.
Tn fact, the inadequate coverage of this type of transaction in the balance-
of-payments statistics of all but a handful of countries precludes a coumplete
assessment of the significance of privete capital in the foreign financing
of investment in the various under-developed regions, as well as in some
developed countries.

9l. Among capital-exporﬁing countries, complete information on reinvested
earnings 1is, howéver, aveilable for the United Stetes and, on & more limited

scale, also for the United Kingdom. Since these two countries are the major
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sources of intermetional flows of privete long-term capital, their experience
provides an indication of the respective contriﬁutions of new funds and
reinvested earnings to the finencing of direct investment,

2. In the case of the United 3tates reinvested earnings accounted on the
everage for over two-fifths of all direct lnvestment during the years 1958-1961
(see table 29). While the flow of new funds to the under-developed countries
declined from 1958 to 1960, the reinvestment of eernings increased, end
consequently this form of fTinancing contributed a rising shere of investment
in that group of countries. In develcped countries, on the other hand, the
establishment of new enterprises especlally in the western Europeen countries
and Japan, required a relatively large increase in the flow of Ffresh capltal
from the United 3tates, and the proportion of such funds in the total direct
investment advanced both in 1959 and 1960, In 1961, however, there was a
substantial dscline in the share of new funds in investment in Western Europe
and a rise in the share of such funds in virtually all under-developed regions,
In the case of the United Kingdom, reinvested earnings accounted on the average
for a similar proportion of the total direct investment as in the United
States (see teble 30). But though the average share was similar in the two
coﬁntries,-changes during the period were strikingly different. Ihereas the
share of new funds was fairly stable in the United States, in the United
Kingdom it rose sharply frem 1958 to 1960 although it stabilized in 1961.

The distribution of investment as between new funds and reinvested earnings
does not seem to have varied as much according to recipient areas as in the
case of the United States dlrect investment, but it should be noted that the
Unlted Kingdom data do rot make it possible to single out under-developed
countries end examine them as a group. Nor do they include investment in the
petroleum industry, which accounted pertly for inter-erea differences in the

financing pattern of United States direct investment.
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Table 29. United States of Smerica: BShare of reinvested earnings
. and new funds in direct investment in developed and
under-developed countries, 1958-196L

(Percentage )

Relnvested earnings

Hew funds
Countxy 1958 1959 1960 1961 1958 1959 1960 1961
Developed countries
Cangda » o + o o « o » 40 L9 45 k9 60 5L 55 5L
Japan .+ 4 o 4 o « 2 . 175 h Lo 3h -275 52. 51 66
Oceania o+ 4 o s o o+ 60 70 64 19 ho 30 36 81
Western Europe + + « & 56 35 25 32 Ll 65 75 58
Total « o « @ 48 4 35 37 52 56 65 63
~ Under-developed countries

Africa ¢ o o o 4 o & o sh 55 38 29 46 45 62 71
Asia {excluding Japan) 36 139 215 33 €4 -39 -115 67
Iatin America . o « %2 L8 69 6L €86 52 3L 39

Western Hemisphere
dependencies + o « 62 33 54 5% 38 i 46 b
Total + o « & 38 52 68 48 62 48 %2 52
Totel, all countries . Ly 46 42 Lo 56 5k 58 60

Source: United Stetes Department of Commerce, Survey of Current Business,
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Table 30. United Kingdom of Great Britain and Northern Ireland:

Share of relnvested carnings end anew funds in direct

investuent, g/ in wvarious regions, 1958-1961
(Percentage
. Reinvested earningsh/ New fundag/
Country 1958 1959 1960 1961 1958 1959 1960 1961

North 2merica « o« o o o o 62 L6
Western BUTORE v o « + o » 50 58

Tatin Amerdce + o o o o o o 115 50
Rest of sterling area . . . b7 Ly
Other non-sterling area . . 8 75

Total « o o o 52 48

L1
25
55
33
29

by

5l

3

3L
23
28

35

38  sh
50 Lo
-15 50
55 56
92 25
48 52

59
75
b5
67
L

65

L6
69
69
b7
72

67

Source: United Kingdom Board of Trade, Epard of Trade Journal.

< e

Trade Inquiry.

2

Representing other increases in assets,

Excluding investment Iin the petroleum industry and insurance.
Corresponding to the item "unremitted profits” in the Board of

Short-term capital movements

9%. Since the restoration of convertibllity of Western Eurcpean currencies, the
flow of short-term capital has been greatly intensified, and such movements have
fregquently overshadowed changes in the basic external balances of both the
This was notably the case in

countries of origin and destination of the flows.

the United Stetes in 1960, when the balence of current and long-term capital
transactions improved, while the outflow of short-term funds accelerated the
At the same time the large inflow of funds into the United

loss of reserves.

Kingdeom temporarily offset the deterioration of the ‘balance of all other

external transactions.

ok. Large short-term movements of funds generally occur only between a few
developed countries possessing a highly developed money market to accommodate
such funds. Data on the short-term trensactions of the private sector {which
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exelude changes in the international assets and llabilities of bvanks) do not
reflect adequately the magnitude of shori-term flows during the pericd under
review, as the privete banking sector was primarily involved in these operations.
Table 31, therefore, combines short-term flows from or into the private sector
with flows of banking funds and it also shows changes in the errors and
omissions item of telerces cfpayments which tend to reflect movements of short-
term funds., The data on teble 3L clearly show the growlng volume of
international trensactlons in short-term funds during the period under review;
gross receipts of the countries included in the teble rose from under

$600 million in 1958 to $1.3 billion in 1959 and $2.L4 billion in 1960. The rise
reached its climex in 1960, when a large volume of funds moved from the United
States to Western Burcpean financiel centres, notably the United Kingdom, the
Federal Republic of Germauy, the Netherlands and Switzerland. To some extent,
Japan also participated in this development as a reclpient.

95. The re-emergence of mcvements of "hot money" since the latter part of the
nineteen fifties has occurred partly in respomse to interest-rate differences
between the major financial centres on both sides of the Atlantie. It has led
to & reessessment of policies with respect to the use of monetary measures as

a means of controlllng cyclicai fluctuations in ecomomic asctivity. It has also
resulted in increased co-opefationlbeﬁween centralhmonetary institutions for the
purpose of protecting the internationsl payments system against a recurrence of
disturbances of the magnitude of those of 1960.

96. TFor the purpose of the present study, which is primerily concerned with
the privete long-term foreign financing of economic development in less
developed countries, the flow of short-term funds among developed countries

may not sppear to be of much relevance. Its significence lies primarily in

its destabilizing effect on external balanees which does affect to some extent
the ability of the various developed countries to provide a staeble and rising

volume of long-term capital to the under-developed countries.
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SUMMARY AND CONCLUSIONS

97. Although the average annusl net filcow of privete long-term capitel from
the major capital-exporting countries in 1956-1961 was larger than the average
for the nineteen-fifties, it declined sharply after 1958 and remained well
below the 1958 level in the subsequent yeers. By 1961 its level was virtually
the same as the average for the decade of the nineteen-fifties.

68, While the net ocutflow thus declined during the three years reviewed in
the present study, the gross oubtflow from cepltal-exporting, as well as from
the developed capital-importing,countries rose, but an increasing proportion
of the long-term private capital entering internétional transactions was
absorbed by the developed countries themselves. Consequently the shere
available for finaneing development in the rest of the world was diminished.
99, The United States maintained its dominant position as the largest single‘
net exporber of private capltal, followed by the United Kingdcm. Together
these two countries accounted for over 90 per cent of the total net outflow.
Chenges in the pattern of investment were consequently in large pert determined
by the investment behaviour of these two countries. In both countries the
emphasis in investment shifted from the under-developed to the developed
countries - to Western Burope in the case of the United States, and to Oceania
in the case of the United Kingdom. The irndustrial distribution of investment
by both countries showed & strong emphasis on the menmfacturing sector in
developed countries, while primary productlon ineluding petroleum predominated
in the Flows of United Stetes privete cepital to under-developed areas. A
similer tendency was probably also present in the case of United Kingdom
investments.

100. From 1958 to 1960 an inereasing proportion of private investment by the
United States in under-developed countries was financed out of reinvested
earnings, and the share of these areas in the flow of new capltal consequently
deelined even more then thelr share in total United States investment, The
development was to some extent reversed in 196l.. On the basis of Unlted
Kingdom data no cleer-cut distinetion between the pattern of finaneing in

developed and under-developed regions is discernible.
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101. The diminishing flow of private capitel to under-developed countries during
1959-1961 had an uneven impact on the variocus recipient regions. Flows to
South-Fast Asia and the Middle East increased, while net receipts by Latin
Americen countries as a group declined, and Africa tecame a net exporiter of
funde owing to cepitel repatriation from several coﬁntries, particularly from
South Africa. Latin America none the less remained the largest recipient arees.
Within the variocus reglons the distributlion of inflows among individuel countries
was very'uneven. For under-develcped countries as a group half of total net
inflows in each year was absorbed by four or five countries, while more than
half of the under-developed countrles included in this study shared less than
cne~tenth of the total. '

102. Turing the years 1958-19€0, =s in earller years, the net flows of private
long-term capital into individusl under-developed countries fluctuated widely.
While this was also true of gross inflows Into individual developed cepital-
exporting and importing countries, the economic impaet on under-developed
countries was inevitebly greater in view of thelr greater dependence on this
source for the finanecing of domestic investment.

103, The declining importance of the contribution of private capital to the
financing of investment in under-developed countries during 1959-1961 is in
large part attributable to the traditional concentration of such capital on
primary production chiefly for export. Investment in these sectors, where
individual projects usually requlre relatively large ceplital outlays, tends

t0 be discontinucus. The period examined in the present study was preceded
by a number of years during which large capltal expenditures were undertaken
by the developed countries for the expansion of petroleum production and
mining and smelting faeilities in under-developed countries. The completlon
of such projects, together with the relatively slow increase in world demand
for petroleum and other minerel products in more recent years, no doubt
contributed to the decline in the flow of private long-term cepital to under-
develdped countries, Menufacturing industries in sowme of the larger under-
developed countries have been attracting & growing volume of foreign cepitel,
but in most cases the amounts involved have been relatively small, and

insufficient in the aggregate to compensate for the shortfall of foreign

feen



Af5195
English
Page 87

investment in the petroleun industry and in wining and smeltlng. In some
countries, restrictions on foreign capitel, which Governments had imposed in

the past as a protection against excessive® foreign influence on the domestic
econouy, mey stlll have operated as & disincentive to foreign investment.

There heve also been ceses where political instabllity and uncertainties regarding
capital repetriation end the transfer of earnings have tended to discourage the
inflow of funds.

1ch, Some of these problems are increasingly belng met through a reassessment

of attitudes on the part of investors in the capitel-exporting countries as well
as by the competent authorities in recipient countries. Others will eventually
dlseppear as the rising import demand for primary products in developed countries
gtimulates & renewed expansion of productive facilities in under-developed
countries, TFurthermore, as the growth of domestle markets in under-developed
countries accelerates, opportunities for forelgn privete investment of mutual
benefit to the developed and the under-developed countries will undoubtedly
maltiply.
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