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Acronyms and abbreviations

AGOA African Growth and Opportunity Act

APRM African Peer Review Mechanism
FDI foreign direct investment
MCA Millennium Challenge Account

NEPAD New Partnership for Africa’s Development

ODA official development assistance

OECD Organisation for Economic Cooperation and Development
OPIC Overseas Private Investment Corporation

SMEs small and medium-sized enterprises

TOKTEN  Transfer of Knowledge through Expatriate Nationals

UNDP United Nations Development Programme



Introduction

A panel discussion on “Capital Flows to Africa:
Potentials for Financing the New Partnership for
Africa’s Development (NEPAD)” was held on 15
October 2003 at United Nations Headquarters in
New York. The panel discussion was organized by the
Office of the Special Adviser on Africa (OSAA) to
coincide with the joint debate of the General
Assembly on the “New Partnership for Africa’s
Development: progress in implementation and inter-
national support”; and the “Causes of conflict and the
promotion of durable peace and sustainable develop-
ment in Africa”. It was co-moderated by Mr. Ibrahim
Gambari, Under-Secretary-General and Special Ad-
viser on Africa, and Professor Wiseman Nkuhlu,
Chairman of the NEPAD Steering Committee. The
panellists included: Mr. James A. Harmon, President
of Harmon and Co., former Chairman of the US
Bank,

Commission on Capital Flows to Africa; Mr. Alan J.

Export-Import and Chairman of the
Patricof, Vice-Chairman of Alax Partners, Inc. and
Vice-Chairman of the Commission on Capital Flows
to Africa; and Mr. Zephirin Diabré, Associate
Administrator, United Nations Development
Programme (UNDP).

The main objective of the panel discussion was
to reflect on the recommendations contained in the
report of the Commission on Capital Flows to Africa
entitled “A Ten-year strategy for increasing capital
flows to Africa”, the result of an independent study
representing the shared efforts of 28 individuals in
the private and government sectors from the United
States of America, and African, European and Asian
countries. The report was published in June 2003.
The Commission was established to develop specific
recommendations for the United States, Organisation
for Economic Cooperation and Development (OECD)
and African Governments that if implemented,

would lead to increased capital flows to Africa.

The specific recommendations of the Commission

included the following areas, among others:

e Trade liberalization, including reduction or
elimination of farm subsidies in the United States
and other G-8 countries as quickly as possible, and
extending and strengthening the African Growth and
Opportunity Act (AGOA), a United States initiative

designed to stimulate light manufacturing in Africa
by providing duty-free access to selected African

goods imported into the United States.

e Tax policy, involving increased incentives for
United States firms doing business in Africa, in
regard to which the United States Congress should
consider tax exemption on repatriated earnings on
new investment by United States companies operat-

ing in Africa.

¢ Investment policy: The Overseas Private
Investment Corporation (OPIC), the principal
United States Government instrument that supports
non-extractive foreign direct investment (FDI) in
Africa, should be permitted to support investment in
all sectors in Africa for 10 years, including in “sensi-
tive sectors” (textiles, electronics, agribusinesses etc.),
and also to substantially increase its support to enable
African countries to attract institutional and private
United States investors with respect to committing

equity capital to the African funds.

¢ Export credit agencies: The United States should
encourage OECD to consider increasing finance for
local costs by raising the current credit ceiling from
15 to 50 per cent for African projects, and to raise the
repayment term from 10 to 20 years. The United
States should create a pilot programme to allow the
Export-Import Bank to initiate tied aid for Africa,
which would provide an important source of low-cost

financing for qualifying projects.

* Development assistance, which should be care-
fully targeted (in developing Africa’s human capital)
and focused on strengthening the investment envi-
ronment. Official development assistance (ODA)
should be used to extend loan terms so as to leverage

the much-needed local capital.

* Peer review and corporate governance under
NEPAD: The inclusion of economic governance,
management and corporate governance in the
NEPAD Peer Review Mechanism will enhance
Africa’s ability to attract private capital, and in this
regard the Commission recommended that the
NEPAD secretariat publish a set of “best practices”

for African Governments seeking foreign direct



investment (FDI). It also recommended that African
Governments seek to establish a sovereign credit rat-

ing assessed by an international credit rating agency.

e Small and medium-sized enterprises: ODA
funds should be made available for developing nation-
al small business institutions to coordinate compre-
hensive business programmes for the development of
small and medium-sized enterprises (SMEs), includ-
ing providing assistance programmes that address
technical and managerial weaknesses, coordinating
linkages to multinational enterprises, and providing

information on market and export opportunities.

I. Opening session

M. Gambari welcomed the participants and the
co-moderator, Professor Nkuhlu. He also welcomed
Mr. Leonardo Santos Simdo, Minister of Foreign
Affairs and Cooperation of Mozambique, and
Ambassador Said Djinnit, Commissioner for Peace
and Security in the African Union. In his opening

remarks, Mr. Gambari

flows, including the financial resources of the
African Diaspora which, constitute an important
source of the much-needed financial resources for
Africa’s development. He hoped that the recom-
mendations of the panel discussion would be used
effectively with the objective of stimulating private
capital flows to Africa.

Professor Nkuhlu reminded the participants of
the importance and relevance of the initiative of the
Commission for Africa’s development, including sup-
port for the implementation of the priorities and
objectives of the New Partnership for Africa’s
Development (NEPAD) (document A/57/304,
annex). Africa had historically received only a small
share of FDI compared with other developing coun-
tries and regions, averaging about 5-6 per cent of the
flows to developing countries and about 2 per cent of
the global share. This does not augur well, in spite of
the abundant in-vestment opportunities in the region
and the fact that the rate of return on investment in

Africa is much higher than that in other regions of

underscored the need to
address the issue of capi-
tal flows to Africa. In
this regard, he noted
that a short-term or
piecemeal approach to
increasing capital flows
to Af'rlca. would not suf- investment.
fice, in view of the enor-
mity of the development
challenges in Africa;

instead, an innovative,

comprehensive and bold

The adoption of NEPAD
by African governments
bas opened the way for cre-
ating an enabling environ-
ment for increased private

Prof. Wiseman Nkhulu
Chairman of the NEPAD
Steering Committee

the world.
Nkuhlu

reminded the partici-

Professor

pants that recent devel-
opments in Africa, espe-
cially since the adoption
of NEPAD by African
Governments, had opened
the way to creating an
enabling environment for
increased private invest-
ment. In particular, this

includes commitment to

good governance reflect-

approach, involving mob-

ilization of financial resources from different sources,
was needed. Mr. Gambeari invited Mr. Simdo to make
a few remarks.

Mr. Simio alluded to the efforts being made by
African countries to address the myriad develop-
ment challenges facing the continent. In this
regard, he emphasized that the availability of ade-
quate financial resources was critical with respect to
giving greater impetus to African efforts to address
the challenges of development, including those of
post-conflict development and reconstruction. He

also emphasized the mobilization of private capital

ed in the establishment of an African Peer Review
Mechanism (APRM). The link between investment
and good governance is based on the fact that the lat-
ter strengthens confidence in economic management,
thus potentially stimulating domestic and private
foreign investment. African countries are mobilizing
domestic resources for the implementation of
NEPAD, as well as exploring ways to mobilize capi-
tal flows through external sources. He noted that
recent international commitments to Africa, notably
the G-8 Africa Action Plan, involved pledges of
financial and technical support for African develop-

ment. Nonetheless, it was necessary to develop a



bold and imaginative long-term strategy for increas-

ing capital flows to Africa, including FDI.

Il. Highlights of the presentations by
the panellists

Mr. James Harmon began his presentation with
a brief background on the setting up of the
Commission on Capital Flows to Africa. Mr. Harmon
noted that the export credit agencies of OECD had
done little to provide credit to African countries. For
example, of the approximately $70 billion in long-
term credit to developing countries provided annual-
ly by the export credit agencies of OECD countries,

only a fraction (5 per

had not yet been picked up and suggested that a coor-
dinated effort by the African Diplomatic Corps and
the United Nations could move this recommenda-
tion forward. He remarked that the financial fellow-
ship programme would have no cost implications for
the United States public sector, as private sector sup-
port would implement this initiative.

M. Patricof also noted the serious problems of
attracting private capital to Africa. The private sector,
he added, operated traditional (large) businesses in
Africa, which were not representative of the reality on
the ground. It is the SMEs and the micro informal
businesses that predominate in Africa, and they face

many difficulties in rais-

cent) was received by
African countries and
only 1 per cent was

received by sub-Saharan

Africa. The Export-
Import Bank had pro-
vided credit in the

amount of about $1 bil-
lion dollars in 2002 to
sub-Saharan Africa. He
referred to the various
recommendations made
in the Commission’s re- .
port, and noted some AfVlCd,
encouraging responses
to them by members
of the United States

Congress, especially in

the area of market access

Of the approximately $70
billion in long-term credit to
developing countries provid-
ed annually by the export
credit agencies of OECD
countries, only a fraction (s
per cent) was received by
African countries while only
1 per cent by sub-Sabaran

Mr. James Harmon

President of Harmon and Co., and
Chairman of the Commission on
Capital Flows to Africa

He also
noted that private equity

ing capital.

capital sources in Africa
were few, and often oper-
ated in a narrow range
of areas (for example,
wireless phones), as most
of them found it difficult
to put their capital to
work. He emphasized
that the local business
and banking conditions
were a deterrent to
attracting foreign private
capital, and that the legal
and administrative pro-
cedures were not sup-

portive of businesses in

(extending the AGOA to all African countries). He
said that the Capital Flows to Africa initiative was a
joint undertaking involving the United States, other
OECD countries, African countries and the private
sector. In order for the initiative to succeed, African
countries would have to provide an enabling environ-
ment, and the OECD countries would need to make
some policy changes to leverage investment to Africa.

He underscored the importance of developing
expertise and knowledge in African countries on how
to raise capital for productive investment. In this
regard, he referred to the recommendations in the
report concerning establishing an African financial
fellowship programme for training Africans in the

capital markets. He noted that this recommendation

most African countries.
Additionally and more importantly, weak ability to
enforce laws was an important constraint on attract-
ing private capital, including domestic private capi-
tal, in Africa. He suggested that NEPAD address the
issue of the enforcement of the legal obligation, a pre-
requisite for attracting private capital. He also em-
phasized the importance of creating confidence in the
African economies, in order to attract private capital.

M. Diabré emphasized the important role that
the private sector plays in wealth creation. He said
that, while African countries needed to put in place
good reforms, these were not automatically accompa-
nied by private investment. Despite the high rate of
return to investment in the region, African countries

are unable to attract private capital flows. He under-



scored the need to make investment-related informa-
tion available to potential investors. It is important
that a proactive strategy be developed to bridge the
information gap on positive developments in Africa.
In this regard, he spoke about the two recent initia-
tives of the United Nations Development
Programme (UNDP). One entailed facilitating a visit
of representatives from the African capital stock mar-
kets to the New York Stock Exchange to share infor-
mation on the African capital stock markets. He
asserted that the exchange of business information

and data on Africa on that occasion has stimulated

The Commission should not view its work as a one-
off event. Instead, the Commission should play a
proactive role in helping to mobilize capital flows
to Africa, including increased export earnings
through trade. The Commission should vigorously
advocate both for the extension of the duration of
the AGOA and for the extension of its coverage to
include additional African countries; the opera-
tionalization of the Millennium Challenge Account
(MCA); and the reduction and eventual elimina-
tion of farm subsidies in OECD countries, includ-

ing the removal of cotton subsidies, to help African

some interest from
investors in the United
States in exploring
investment opportuni-
ties in Africa. The sec-
ond UNDP initiative
entailed arranging a
free credit rating for
African countries. This
initiative has also re-
sulted in the generat-
ing of interest in in-
vesting in Africa. He
concluded by under-
scoring the importance
of combining the
“pull” and “push”
strategies to attract

private capital to the

Private sector-operated tradi-
tional (large) businesses in
Africa were not representative
of the reality on the ground. It
is the small and medium-sized
enterprises (SMEs) and the
micro informal businesses that
predominate in Africa, and
they face many difficulties in

raising capital.

Mr. Alan J. Patricof

Chairman, Alax Partners, Inc. and
Vice-Chairman of the Commission on
Capital Flows to Africa

farmers and cotton
growers compete in
the global market. In
this regard, African
countries should coor-
dinate their efforts in
pushing for, inter alia,
the operationalization
of the MCA, as well as
the removal of agri-
cultural and cotton
subsidies.
Several  partici-
pants stressed the need
to differentiate among
different types of capi-
tal flows, for example,
FDI, export credit, and

short-term flows (port-

continent.

M. Gambari summed up the main points of the
presentations and invited Mr. Maurice Templesman,
Chairman of the Board, Lazare Kaplan International
of New York, Mr. Isaac Aluko-Olokun, Presidential
Representative of Nigeria on the NEPAD Steering
Committee, and Mr. Patrick Hayford, Director,
African Affairs, Executive Office of the Secretary-
General, to make interventions. This was followed by

a lively exchange of views.

I1l. Main issues in the discussion

Participants emphasized the importance of facili-
tating a dialogue between the NEPAD secretariat and
the Chairman of the Commission on Capital Flows to

Africa on promoting private investment in Africa.

folio investment). In
view of the unique challenges of development in
Africa, in particular post-conflict reconstruction and
development, capital flows of short-term orientation
were unsustainable. Instead, long-term capital flows,
including FDI and other long-term private invest-
ment resources, were needed. Participants also
underscored the need to revive the bond and capital
markets in Africa to leverage private capital, includ-
ing that of the African Diaspora. The public sector
in developed countries should encourage private
investors from their countries to invest in Africa by
providing them with tax breaks.

There is a need to counter the bleak portrayals of
the situation in Africa, and provide information on
the positive developments unfolding in African coun-

tries. Information on successful investment initiatives



and positive developments in Africa should be publi-
cized, as these would have a significant psychological
impact on potential investors. African missions could
help make the potential investors aware of the invest-
ment opportunities available in Africa.

Participants stressed the need to clearly define
the obligations of African countries to encourage cap-
ital flows to the region. In this regard, in addition to
creating an enabling environment for business, there

is also the need to put

micro-enterprises and informal enterprises to enable
them to grow into SMEs. Micro-credit has been rec-
ognized as an important vehicle for poverty reduction
and, as such, it can contribute to achieving the
Millennium Development Goals.

Participants also noted the need to take bold
action to repatriate capital, in particular stolen
moneys, back to Africa. In this regard, mention was
made of the importance of creating the proper

enabling  environ-

in place transparent
and good accounting
systems and  the
enforcement of laws to
mobilize not only for-
eign private capital
but also local capital.
It is also important
that relevant skills
through training in
business management
be developed to accel-

erate the ability of

African businesses to

Despite the high rate of return to
investment in
African countries are unable to
attract private capital flows.
There is a need to make invest-
ment-related information avail-

able to potential investors.

Mr. Zephirin Diabré
Associate Administrator, UNDP

ment for the return of
legitimate capital;

and mention was also

the region,
made of the important
mechanism provided
by the newly adopted
United Nations Con-
vention against Cor-
(General
Assembly resolution
A/Res/58/4, annex)

for returning illegal-

ruption

ly acquired wealth to

its country of origin.

operate in the global business environment. The rec-
ommendation of the Commission on African fellow-
ships in capital markets was commended. The
UNDP Transfer of Knowledge through Expatriate
Nationals (TOKTEN) programme, whose aim is to
encourage skilled Africans from the Diaspora to
impart their knowledge to locals, and also to work in
Africa, was similarly noted as an important initiative
for capacity-building in the region, including skills
development in the financial and business areas.
Policy measures and appropriate strategies are
needed to mobilize financial resources for the devel-
opment of the informal sector and micro-enterprises.
In this context, micro-credit was identified as an
important source, though commercial banks should
also put in place credit schemes to support such busi-
nesses. It is important that innovative credit schemes

and arrangements be explored to facilitate credit for

Conclusions

The Moderator, in summing up the discussion,
highlighted the main points, namely, the need for a
comprehensive and longer-term strategy for capital
flows to Africa; the need for African countries to cre-
ate an enabling environment for private sector devel-
opment, and to stimulate increased private invest-
ment —domestic and foreign— in the region; the need
to deal effectively with the issues of corruption and
mismanagement of resources; the need to engender
dialogue on a regular basis between African countries
and their development partners on enhanced capital
flows, inter alia through private sources, to Africa;
and the need to provide information on business

opportunities in the region.
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Introduction

Une table ronde s’est tenue le 15 octobre 2003,
au Siege de 1'Organisations des Nations Unies
(ONU), a New York, sur le theme « Flux de capitaux
vers I'Afrique : les possibilités de financement du
Nouveau Partenariat pour le développement de
I'Afrique (NEPAD) ». La rencontre a été organisée
par le Bureau du Conseiller spécial pour I’ Afrique, en
marge du débat commun de I’Assemblée générale
consacré aux themes suivants : « Nouveau partenari-
at pour le développement de I'Afrique : progres
accomplis dans la mise en oeuvre et appui interna-
tional » et « Causes des conflits et promotion d’une
paix et d'un développement durables en Afrique ».
La Table ronde a été coprésidée par M. Ibrahim
Gambeari, Secrétaire général adjoint et Conseiller
spécial pour I’Afrique, et par le professeur Wiseman
Nkuhlu, Président du Comité de pilotage du
NEPAD. Ont participé a la Table ronde : M. James
A. Harmon, Président de Harmon and Co., ancien
Président de I'US Export-Import Bank et Président
de la Commission sur les apports de capitaux en
Afrique; M. Alan J. Patricof, Vice-Président d’Alax
Partners, Inc. et Vice-Président de la Commission
sur les apports de capitaux en Afrique; et
M. Zéphirin Diabré, Administrateur associé du
Programme des Nations Unies pour le développe-
ment (PNUD).

Lobjectif premier de la Table ronde était I'exam-
en des recommandations figurant dans le rapport de
la Commission sur les apports de capitaux en Afrique,
intitulé « Stratégie décennale pour la promotion des
apports de capitaux en Afrique ». Cette étude
indépendante est I'oeuvre commune de 28 personnal-
ités représentant les secteurs privé et public des Etats-
Unis et de pays africains, européens et asiatiques. Le
rapport a été publié en juin 2003. La Commission a
été mise en place pour élaborer, a 'intention des
Etats-Unis et d’autres Etats de I'Organisation de
coopération et de développement économiques
(OCDE) et d’Afrique, des recommandations con-
cretes dont 'application devrait permettre d’accroitre

les apports de capitaux en Afrique.

Les recommandations spécifiques formulées par
la Commission portent entre autres sur les questions

suivantes :

¢ Libéralisation des échanges: réduire ou
éliminer, le plus rapidement possible, les subventions
agricoles aux Etats-Unis et dans d’autres pays du G-
8; proroger et renforcer la loi sur la croissance et les
possibilités économiques en Afrique — une initiative
des Etats-Unis qui vise 2 stimuler 'industrie légere
en Afrique en permettant I'admission en franchise,

aux Etats-Unis, de certains produits africains;

e Instauration d'un systéme fiscal qui offre
davantage d’incitations aux entreprises américaines
présentes en Afrique. A cet égard, le Congres des
Etats-Unis devrait envisager d’accorder une exemp-
tion fiscale sur les revenus rapatriés par les entrepris-
es américaines qui réalisent de nouveaux investisse-

ments en Afrique;

¢ Politique des investissements: ['Overseas
Private Investment Corporation (OPIC), le principal
organisme fédéral qui finance les investissements
étrangers directs en Afrique hors industries extrac-
tives, devrait étre autorisé a financer, pendant une
période de 10 ans, les investissements dans tous les
secteurs en Afrique, y compris les « secteurs sensibles
» (textiles, électronique, secteur agro-industriel,
etc.), et aussi a relever sensiblement le niveau de ses
interventions, afin de permettre aux pays africains
d’attirer des investisseurs institutionnels et privés
américains susceptibles de fournir des capitaux de

participation;

¢ Organismes de crédit a 'exportation: les
Etats-Unis devraient engager 'OCDE 2 relever le
financement des colits locaux, en faisant passer la
limite de crédit de 15 % a 50 % pour les projets
africains, et a porter le délai de remboursement de 10
2 20 ans. Les Etats-Unis devraient mettre en place un
programme pilote permettant a 1’Export-Import
Bank de financer une aide liée pour I’Afrique et de
devenir ainsi une importante source de financement
a faible cofit pour les projets qui remplissent les con-

ditions requises;

¢ Aide publique au développement (APD):
cette aide devrait étre particulierement axée sur le
développement du capital humain africain et le ren-
forcement du cadre des investissements. Laide

publique au développement devrait permettre de
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