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The African economy recorded its second highest
amua} growth rate, since the beginning of the decade,
in 1995, Gross domestic product (GDP) for the region
increased by 2.3 per cent, compared with a revised figure
of 2.1 per cent for 1994 and 1.8 per cent in 1993. Another
indication of the improving economic performance and
recovery in the region was the positive growth (2.4 per
cent in 19935), in the GDP of the 33 African least
developed countries, following three years of consecu-
tive decline, Despite the modest recovery evidenced by
faster growth in GDP, per capita income has yet to
reverse its declining trend and many countries in Africa
were still at the lower end of the growth spectrum, given
the persistence of structural constraints.

. The improvement in overall regional growth rate
masks significant variations in economic performance
among African subregions and individual countries. The
West and Eastern and-Southern African subregions reg-
istered growth rates in excess of the regional average in
1995, owing to the improved performance in the agri-
cultaral and mining sectors. In West Africa, which
experienced a strong rebound, GDP grew by 4.1 per cent
in 1995, compared © an increase of only 1.0 per cent in
1994: while in Eastern and Southern Africa it grew by
3.3 per centas against 2.9 per cent in 1994, GDP growth
remained weak in Central Africa, limited to 2 mere 1.1
per cent, while it decelerated from 2.9 per cent in 1994
to 1.0 per cent in 1995 in North Africa.

On the domestic front, the modest recovery in
regional output was mostly associated with the good
performance in the manufacturing and the mining sec-
tors. The improvements in te mining sector was attrib-
uted 0 capacity expansion, following extensive reform
and renovation and an upturn in world prices, while
growth in manufacturing was due mainly to better supply
of domestic inputs and improvement in the importation
of raw materials, African agriculture, the mainstay of
the African economy, did not perfonm well in 1995. Its
value added growth rate decelerated from 4.2 per cent
in 1994 to 1.5 per cent in 1995, rendering the food
simation more nrecarious especiaily in those parts of the
continent afflicted by drought or prolonged civil war,

On the externa) front, there were improvements in
exports earnings which increased by 11.1 per cent in
1995 as against 4.9 per cent in 1994, Despite the contin-
ued upturn in export reveme, Africa’s share in world
trade continued to decline, from 3.1 per cent in 1990 to
2.2 per cent in 1995. The loss in market share as a

whole, was due to the excessive dependence on a nartow
range of primary commodities with weak global demand,
declining trend in prices as well as keen competition from
new producers outside the region. Most African coun-
tries contimaed to rely on the same primary commodities
as they did since the 1960s ; with the undiversified export
structures impacting negatively on their foreign ex-
change earnings as well as on market share. To regain
and expand their market share and aurn exports into an
engine of growth, there is an overarching policy need for
African countries to diversify their production base and
graduate output into processed and manufactured goods.

The problem of Africa’s external indebtedness
grew worse in 1995, with the total stock of debt increas-
ing by 4.1 per cent to reach US$322.4 billion in 1995.
Foreign direct investment (FDI) to Africa has not in-
creased significantly even though the rate of return on
FDIin Africa was on¢ of the highest in the world, while
the scope for foreign inflows to the confinent on portfolio
account remain limited due to the severé constraints on
equity investment and the underdevelopment of African
capital market. It is increasingly clear that the resolution
of Africa’s debt overhang is a pre-requisite for the
revitalization of iovestment and the sustainment of high
growth rate of GDP, and that African goveroments
should, afong with the creditor nations and institutions
and with the active support of development partners,
pursue vigorously the search for meaningful amd lasting
solutions,

The crisis in the social sector grew more desperate
in 1995, relative to earlier years. Rapid increase in
population relative to cconomic growth, widespread
unemployment, particularly among the young and edu-
cated, and cutbacks in public expenditures in real terms,
particularly in education, bealth and social welfare con-
tinued unabated. Public expenditure on education in
sub-Saharan Africa is one of the lowest in the world,
with the most severe spending cuts in recent years
occurring in capital expenditure for new construction,
equipment and laboratories, and for repair and mainte-
nance, To revive and sustain economic performance,
African govermuents should target the development of
human capital through an overall gender sensitive expan-
sion in basic education, training and health care, and the
creation of opportunities for proper use of skills.

The number of refugees and displaced persons in
Africa remains extremely high. About 7 million are
directly categorized as refugees. Many of these have

Economic Report on Africa 1996
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been integrated within the host society but this has not
offered a lasting solution. It must be admitted that rapid
repatriation of refugees, which in Africa is the only
sustainable solution to the refugees problem, can ke
place only voluntarily and when conditions in the coun-
tries of origin permit. The governments of exit countries,
with the support of the international donor community,
nead 1o rapidly create and re-establish an enabling do-
mestic environment that will permit the repatriation of
theirpeople from the neighbouring countries.

Economic prospects for Africa in 1996 and beyond
would be determined not only by the weather condition

but also by the extent to which African governments -

persist with domestic policy reforms, sound economic
management, maintenance of stable political systems and
a positive, people-oriented political climate, coupled
with favourable developments in the intermational eco-
nomic environment. Current indications are that the

capacity of African societies and economies for facing -

up to the chaillenges of development and sustained real
growth is much stronger than ever. The averall prognosis
iz for the food and agricultural sector to grow faster in

1996 than in 1995, and for the manufacturing sector,

particularly the agro-industrial part of it, to experience

significant positive expansion in capacity utilisation..

Overall GDP growth rate is projected at 2.9 per cent in
1996 in view of the endemic structural constraints in

Africa, and the difficulties of taking advantage of emerg- -

ing opportunitics in the world economy. The vexing issue

of debt is expected to continue to pose a major threat to
Africa’s developraent in the medium-term, 4nd so*ilso
is the problem of commodity prices aml uncertainties of
external development finance.

Increasing and sustaining a high rate of poverty-
reduction and employment creation through growth re-
mains the single most important policy challenge of
African governments. With poor prospects for increased -
external resource inflows, the onus for the revitalization
of development-oriented investment and the achievement
of high rates of growth resis principally on the extent to
which African governments could exploit the huge but
yet untapped potential of domestic fimancial resgurce.
Increased dependence on own resources, through inten-
sive and extensive resource mobulization drives, should
become a major component of the continent’s develop- -
ment policy and a top priority for the second half of the
1990s. To that end, urgent measures need to be put in
place to increase confidence in the financial system and
to expand their outreach w the grassroots level ; to
deepen economic reform policies ; and, to establish
clear legal and regulatory frameworks together with °
transparent and non-<listortionary tax systems. Only by
so doing, and by supplementing the emerging market-
oriented and growth-friendly policy direction with effi- -
ciency-enhancing and private sector support measures, -
will Africa transcend the poverty trap and radically
transform its economy. '

Econcimic Report on Africa 1896
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I. The African Economy in 1995

M n g Moo o/
A. Contimied Recovery in Regional » 2
Output and Performance

1. Economic growth and its sources /7, ), oy

1.  The African economy experienced its sccond high-
est annual growth rate in 1995 since the beginning of the
decade. The gross domwsiic product (GDP) of ihe
African region grew by 2.3 per cent in 1995, compared
to the revised figures of 2.1 per cent for 1994 and 0.7
per cent in 1993,  African least developed countries
(LDCs) also experienced an improvement in income
performance for the firse time since 1992, The real GDP
growth raie for the 33 African LDCs stood at 2.4 per
cent in 1995, against -2.4 and -1.6 per cent in 1993 and
1994, respectively. This is a further positive confirma-
tion of the recovery that bas taken place in Africa in
recent years. The average growth rate, of course, masks
variations in country and subregional performances.
Still, several natiomal economies in Africa are now
growing faster than their populations, which in itself is
a welcome sign that overall growth trends in Africa are
beginning to gather momentum towards the recavery
evident in the global economy, aithough there is a
significant number of countries at the lower end of the
growth spectrum.

2. Table 1.1 provades a frequency distribution of the
countrics in the African region according to  GDP
growth rates. Only three countries experienced nega-
tive growth in 1995 compared to 14 in the previous year,
while ¢ight countries exceeded 6 per cent growth in 1995

FiG.1 Afrlca’s QDP Growth Hates

1590~1906 (at 1990 prices)

per oent

compared to only two in 1994, which explains in part the
improvement in overall economic performance at the
overall regional level, The eight countries with the most

/0 impressive GDP growth rates in 1995 were Burkina Faso

(6.0 per cent), Cote d'Ivoire (6.6 per cent), Ghana (6.9
per cent), Kenya (6.1 per cent), Malawi (6.2 per cent),
Mali (6.0 per ceut}, Togo (6.7 per cent) and Tunisia (6.7
per cent). Of the 19 countries that experienced GDP
growth rawes in excess of population growth rates in
1995, five are w be found in the Southern African
subregion and another seven in the Eastern African
subregion. Kenya and Malawi recorded 6.1 and 6.2 per
cent GDP growth tates respectively in 1995, but Bot-
swana and Mauritius are the two countries that have over
the last four years or so consistently recorded growth
rates in excess of 5.0 per cent. The countries of Southern
and Eastern Africa. it would seem, have in general
performed beter than those in other subregions, the
tennnittent impact of droughts and pest infestation on
the agricultural sector in the two subregions notwith-
standing.

3. Buteven with the recovery in GDP growth ratesin
Africa. the share of the continent in aggregate world
trade and output remains far below its share of world
population.  Africa’s share 15 world trade has fallen
steadily over the years 10 2.2 per cent in 1995 from 2.3
per cent in 1994, 3.1 per cent in 1990 and 5 per cent in
1980. The decline of Africa’s share in the trade of
developing countrics as a wlole has heen even more
dramatic, from 14.9 per cent in 1980 to 10.9 per cent in
1990 and 6.4 per cent in 1993, Africa’s GDP has in the

1990s accounted for less and less of the

GDP in the global economy (about 2,04

per cent on average) and of the develop-

l\ﬂt!!lill!ll\_“\é

ing couniries share of it (10.24 per cent),
compared with the 1980s. By contrast,
Africa’s share of world population is on
the increase, estimated at 12 per cent in
1995. The pressure of Africa’s popula-
tion growth on socio-economic per-
formance 1s almost twice that of the
world and GDP growth rates in Africa
are yet to keep pace even with the over-
all regional popuiation growth rate.

Given a population growth rate of

1940 1901 1992 1993 1994

19'" around 2.9 per cent, the increase in
regional GDP of 2.3 per cent in 1995

I AN Afrion
=3 Lpos

M Ol Exporters

Bub-Ssharan Afrton 5] Noa-ON Exporiers

translates info an average per capita
income decline of 0.6 per cent for the
African region as a whole.

Economic Report on Africa 1996
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= 3
| Table 1.1: Frequency distribution of countries according to percentage growth rate of GDP, 1990-1995 (cont’d.)
Growth 90 | 1991 1992 | 1993 , 1994 E 1995~
rate l S . . 1 o
Negative 15* 15% 19* j 16* 1 14* 3*
Algeria Libeca Angola Sao Tome Cameroont Niger Angola Mali Algeria Malawi Morocco
Benin Mauritania Cameroon and Principe | Central Sierra Leone | Central Morocco Cameroon Rwanda Sudan |
Cameroon  Rwanda i Cote d’Tvoire | Seychelles  j African Rep, | Somalia African Rep. | Namibia Congo Seychetles Zaire i
Central Sao Tome Ethiopia | Spmalia Cite d'Yvoire | South Africa | Chad Senegal Gambia Somalia
African Rep. , and Principe | Liberia i South Africa | Ethiopia Swaziland Cemoros Sierra Leone | Lesotho Swaziland
Chad South Africa | Madagascar | Togo \ Gabon Tanzania Congo Sudan Liberia Tanzania
Céte d’Ivoire | Sudan Mali Zaire Libya Togoi Céte d'fvoire | Togo ! Zaire
Eq. Guinea | Zaire Rwanda Zambia s Malawi Faire Liberia Zaite \ Zambia ;
Ethiopia Morocco Zambia Libya ; )
i o . Mozamblgue | Zimbabwe | L _ i :
13+ 16% 16* | 15 1 23+
| Burkina Faso | Ghama Algeria Guinea Q Algeria Liberia Algeria ' Kenya Burundi ! Niger Algeria Libya
Cape Verde | Madagascar | Central Kenya ! Benin Madagascar | Botswana Madagascar | Céte d’Ivoire | Nigeria Cameroon Mozambique
Comoros | Mati African Rep. | Lesotho ’ Cape Verde | Mauritania Cameroon Niger Ditbouti ! Sao Tome & | Central { Namibia
Congo Mozambique | Conge Mozambique | Djibouti Namibia Cape Verde | Nigeria Egypt Principe Aflrican Rep. , Nigeria
Dijtbouri Somalia Djibouti Niger Eq. Guinea |Sac Tome & | Bjibouti Rwanda Eq. Guinea | Sencgal | Comoros  Rwanda
Togo Egypt Senegal Egypt Principe Eq. Guinea Sao Tome & | Gabon Sierra Leene | Congo \ Sao Tome &
i { Zambia Gambia l Sierra Lenne | Kenya Senegal ; Gthtopia Principe Libya South Africa | Djibout Principe
! Zimbabwe Lesotho Tunisia Gabon Somalia Mali | Sudan Egypt ‘ Seychelles
Uganda South Africa | Eq. Guinea Sierra Leone
§ Gabon Somatia
| Guinea- South Africa
i Bissau Zambia
R R o ! | Liberia Zimbabwe |
3<6 16* 14+ 14% | 1| 17+ 19*
Botswana i Morocce | Benin Morocco Angola Guinea Benin Mozambique - Guinea ]Angola : Lesotho
Burundi Namibia | Comoros Namibia Botswapa | Guinea- Burkina Faso | Seychelles ¢ Botswana Guinea- | Benin Madagascar
Egypt Niger | Fq. Guinea Nigeria Burkina Faso : Bissau Burundi Tanzaniz ‘ Burkina Fasc | Bissau i Botswana Mauritania
F (rabon Senegal | Ghama Swaziland Chad | Mauritius Egypt Tunisia Cape Verde | Kenya Burundi Maurriting
[ Guinea Seychelles Guinea- Tanzania Corttoros Nigeria Ghana Uganda Central Madagascar | Cape Verde | Niger
Guinea- Sierra Leone | Bissau Ugands Congo Rwanda Guinea- Zambia African Rep. | Mavritania Chad Senegal
] | Bissau Tanzania Mauritania Zimbabwe Ghana Seychelles Bissau Zimbabwe Chad Mauritius Eritrea Swaziland
y { Kenya Uganda Mauritius Sudan Mauritius Comoros Namibia Ethiopta Tanzania
I i Malawi Eritrez ' Zimbabwe Gambia Uganda
i B l - Ethiopia | Guinea

Lasdp/ce IND/N O3/
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Table 1.1: Frequenry distribution of countries according to percentage growth rate of GDP, 1990-1995 (cont’d.)
.
Growth l 19% 1991 B 1992 1993 1994 1995+*
rate
6<8 1 6* 5 2+ 3+ 2+ 3
Angola Swaziland Burkine Faso | Libya Burundi Gambia Angola Burkina Faso | Malawi
Libya Tunisia Cape Verde | Malawi Gambiz Guinea Tunisia Céte d’fvoire | Mali
| Mawritins Gabon Maugitania Ghana Togo
Nigeria Kenya Tunisia
>8 Gambia 2" 5* 1* 3 b
Lesotho Botswam Sodan Mali Lesotho Ghana Tego
J Buruadi Tunisia Malawi Morocco Uganda
Chad Swazilaod Mozambique '
Total | 52% | 52+ 2% 52+ | 53* 53+
Source: ECA secretariat.

* No. of countries within the growth rate brackets.

** Estimate

N.B.No separate GDP figures for Eritrea are available for 1994 and 1995. Hence GDP growth races for Ethiopia and Eritrez are assumed 0 be the same.

L AedpZe NONDIA
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4. Underlying the economic performance in Africa in
1995 15 & combination of internal and external factors.
The growth in GDP was related mostly to the good
performance of the manufacturing sector and a modest
rebound in the mining sector. Growth of output in
agriculnre -the mainstay of the economy - was lacklus-
tre. On the other hand, Africa’s external trade benefitted
from fortuitous increases in prices of major primary
commodities. Still, many of the factors responsible for
the weak economic performance in Africa over the years
are still at work, and so are the development problems
and challenges facing the continent. But the prospects
of the contivent emerging from them are now better than
ever. Africa is no longer an undifferentiated mass of
poorly performing economies. Differences among indi-
vidual African countries and groups of countrics with the
potential for rapid growth and socio-ecotomic transfor-
mation have persisted, but current indications are that
the capacity of African societies and economies for real
and sustained growth are being increasingly realized.

2. Weaknesses in agriculture

5.  The growth rate of value added in agriculiure
decelerated from 4.2 per cent in 1994 to 1.5 per cent in
1995. Such a deceleration was much more pronounced
in North, Easternand Southern Africa, with agri-cultural
grawth estimated at -0.7 per cemt in 1995 as against 6.1
per cetit in 1994 in North Africa and 1.1 and 3.0 per ceut

Africa performed much better with value added in agri-
culture growing hy 4.2 per cent in 1995, although ithis
represented a deceleration from the level of 5.8 per cent
achieved in 1994, whereas there was an overall improve-
ment in Central Africa’s agricultural growth perform-
ance from -1.9 per cent in 1994 to 0.9 per cent in 1995.

6. These wends in value added correspond to a stag-
nation of overall agricultural ontput in the region and to
a drastic deterioration in per capita agricultural output in
some subregions. According to the Food and Agricul-
ture Organization of the United Nations (FAQ), the
incidence of drought in the third quarter of 1994 and the
first quarter of 1995 precipitated famine conditions,
affecting some 10 countries in the North, Eastern and
Southern African Subregionsl. In North Africa, the per
capita agricultural output index (base year 1990} dropped
by 0.9 per cent in Algeria, 7.8 per cent in Morocco and
23.2 per cent in the Sudan. The situation in Southern
Africa was particularly serious, with the per capita
agricultural production index (base year 1990) declining
by 11.4 per cent in Lesotho, 5.6 per cent in South Africa
and 6.1 per cent in Zimbabwe. Tn Zambia, there was a
stight increase of 1 per cent in 1995, campared to a drop
of 11.9 per cent in 1994. For a mumber of other
countries, notably Angola, Burundi, Liberia, Rwanda,
Sierra Leone and Somalia, the decline in food production
was simply one of the consequences of civil strife,
population cisplacements and insecurity of life, as agri-

in Eastern and Southern Africa, vespectively. West culture is reduced largely 1o subsistence activities.
Table 1.2: African economic indicators, 1990-1995 7. The food situation in
(percentage change for GDP and various indexes) some parts of Africa remained
T T T T | 1900 | 1991 | 1992 | 1993 | 1994 | 1995 | @ Serious source of concern
[uI)Pg wih - Africa 07 | 30| 05 07 | 2.1 2.3 and anxiety in 1995, despite
- - . = . . e | v
A o ‘ i 1 Tﬁ good harvests in others. Ac-
ﬁzg:guil:;a:;l {Jlg’ﬁ)]il_lftglg;l; 127.9 | 1359 [ 134.0 139.9 143.1 143.0 cording 1o FAO, Africa cur-
100) o rently accounts for 44 of the 88
| Oil proguesion (million tons) | 321.4 | 336.4 | 3451 countries classified as low-in-
Mining production index 1.0 . 4.0 7.6 ’ . come food-deficit countries.
(1990 = 100) o The most severe reductions in
. l food production in 1995 took
Consumer price index 16.6 ¢ 31.5 44.9 37.2 00d production m too
(1990 = 160) I S place in Lesotho, with a drop
Qil prices, Brent crude | 2.0 | 20.0 \ 19.3 of 14.6 per cent; Morocco,

L (3 pec bartel) ‘ l : with a decline of 8.8 per cent;

E]’;Dg%ﬂ Pf:%tbs index J‘_ 12.4 -9.4 .2 and the Sudan with 4 decline of
V=100 - ;

12 . 5.6 per cent, while food pro-
gl?;p&’nj r;%%s)mdex 3 o1 34 duction in sub-Saharan Africa
“Lerms of trade index 75 | .93 3.4 as awhole feli by 1.4 per cent.
(1990 = 100) o I For the entire region, food

| Exports (§ billion) I 99,2 95.0 | 92.9 productlon Erew at al average
fmporis S billion) | 916 | 901 | 936 | rate ‘(’If f-S Opf;rggce“‘l"vef the

| Currea acoount (4 biltion) 0.1 1.7 5.4 period 1990-1995, less than

Scource: BCA secretariat,

population growth by half a
percentage point.
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8.  Aggrepate cereals productionin Africa is estimated
to have fallen by 13.4 million mewic tonnes or 11.9 per
cent in 1995, from 112.4 million metric tonnes in 1994
t0 99.0 million metric tonges in 1995. The decline was
particularly marked in coarse grains production, which
fell from 82.7 million metric tonnes in 1994 w 70.5
million metric tonnes in 1995, Africa’s wheat produc-
tion was 13.6 million metric tonnes in 1995, as against
15.5 million metric tonnes in 1994. A fall in output was
noticeable in Morocco and, to some extent, the Libyan
Arab Famahiriya, the Sudan and Tunisia. However, the
food output index rose by 5.3 per cent in Algeria and by
1.4 per cent in Egypt. Rice production in Africa in-
creased from 14,2 million metric tonnes in 1994 to 14.9
million metric tonnes in 1995, Also, the production of
roots and tubers, which constitute 20 per cent of the total
food supply in the region, increased by 2.6 million tonnes
or 1.7 per cent in 1995, from 154.7 million onoes in
1994 to 157.3 million tonnes in 1995. Livestock pro-
duction was, however, on the decline in 43 African
countries due to the policy of rebuilding cattle herds in
many drought-affected countries since 1992-1993. Pro-
duction of puises, a key part of the diet in many areas of
the region, has not shown any significant rise since 1990,
remaining roughly between 6.5 and 7.0 million tonnes,
while fruit and vegetable production bas increased by
less than 2 per cent annually.

9.  Food assistance is still urgently needed to avert
crises in several countries of West and Eastern Africa,
such as Burundi, Eritrea, Ethiopia, Liberia, Rwanda,
Sierra Leone and the Sudan. The African region as a
whole experienced a food deficit of 19.6 million metric
tonnes in cereals in 1995, for which commercial food
imports and food aid were needed bt nat readily avail-
able on account of inefficient marketing and distribution
systems at the domestic level, and owing to a limited
capacity to pay for imports due to escalating world cereal
price, and foreign exchange scarcity. FAQO has provi-
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sionally estimated the total global availability of cereals
food aid in 1994/1995 at 8.7 million tonnes, the lowest
{evel since 1974, and an early FAQ forecast suggests thar
food availability for 1995/1996 would fall even further
from the previous year’s level, Total food aid deliveries
to the region fell in 1994-1995 for the second successive
year and to the lowest level since 1989-1990. In 1995
alone, the cereals import needs of the countries of the
Eastern African subregion were about 2.6 million metric
tonnes, 65 per cent of which was anticipated to come
from food aid. The comparable figures were 2.3 million
meetric tonnes for Southern Africa, where it was possible
to alleviate the food sitwation in South Africa and Zim-
babwe largely from stocks accumulated from previous
good harvests, and close to 3.2 million metric tonnes for
West Africa, out of which about 80 per cent was to be
met from food aid. Almost all the cereals import needs
of the countries of the Central African subregion were
to be satisfied through food aid. Ounly in North Africa
were cereal import requirc-ments, estimated at 10.9
million topnes, met almost entirely from commercial
imports of food. On the whole, the shortfall in food aid
shipments to the region was estimated at 29 per cent of
its total requirements for food aid.

10.  As for cash crops, the increase of about 12 per cent
in world prices for tropical beverages had a favourable
effect on coffee production at 1.1 million metric tonnes
in 1995, as against |.0 million metric tons in 1994, a 10
per cent increase. Cocoa production increased by 3.7
per cent from 1.3 millions metric tonnes in 1994 to 1.4
million metric tonnes in 1995, and tea output by 8.4 per
cent to 363,020 metric tonnes, Production of such
industrial crops as tobacco, cotton and sugar also in-
creased.

3. Modest rebound in mining and manufacturing

11. The manufacturing industry recorded a positive
growth rate of 4.2 per cent in

Table 1.3;: Agricultural production in Afrien, 1991-1995 (Million tons)

value added in 1995 (see table
1.4}, mainly as a result of bet-

vegetables
Food® 137.7 136.4 142.5

1991 1992 1993 1994 | 1995 | ter input supplies and im-

Ceresis 107.9 90.5 | 100.2 112.4 90,0 | Provementsin the importation
Wheat 17.7 3.3 | 1.0 | 155 i3s | of raw materials for agro-al-
Coarse gm@ ) 76.6 63.7 73.5 82.7 70.5 :;d t:}?“g:f;ﬁ:epgifsgﬁf
Rice 13.6 135 | 13.7 142 149 §  ,ice of the extermal aceount.
| Tubers | 1412 | 147.6 156.0 154.7 157.3 The latter, together with a
Cassava 71.5 81.0 83.3 822 | 830 number of remedial public
Pulses 6.9 6.4 6.8 6.7 6.8 | policy measures, including the
Fruits and 62.6 63.5 64.3 65.1 65.9 rationalization of industries
~ ! under structural adjustment

146.5 1460 | programmes (SAPs), led to

Sonrce: FAO, Food Ontlook, March 1996.

lIm:luding sweet comn. 2 Including planmins.3 FAQ Index (1979-81 = 100).

improvements in the level of
capacity utili-zation. How-

Economic Report on Africa 1986

5



E/ECAICM.22/4/Rev.1

Table 1.4: Indicators of manufacturing sector performance by subregion and economic groupings, 1992-1995
Subregion Sharc of MVA in regioual MVA (%) | Share of MVA in GDP (%) MYVA growth rates (% at 1990 rices
and economic 1983 | 1994 | 1995' | 1992 | 1993 | 1994 | 1995' | 1962 ms'
groupiogs ] _ 1
Total Africa 100.0—[ 100.0 | 100.0 | 152 | 151 15.4 15.7 iq_ﬁ -o 1 4.2

| North Africa 41.9 15.0 15.2 15.7 157 | 1.5 1. 9
Central Africa 6.4 _ 4.9 90 | 87 . sﬁ 86 | -10.0 -9, s -1.4 . 0.4
East Africa 4.0 11.1 11.4 11.5 2.8 4. 5. 3.9
Southern 41.3 23.1 23.2 24.1 2.8 0.5 2.6 6.9
Africa o .

West Afica | 9.2 | 9.0 8.1 7.8 . 2 | 15| 24 1, 9.8
Sub-Saharan ’ 61.7 . 59.2 15.0 14.8 14,9 15.4 2.3 6.4 |
African | I - U
LDCs | 104 05| 11| 99 94| 93| 96 97| 01| 43| 21| 34

Source: BCA secretariat.

ever, even in 1995, the industrial sector remained prone
to a number of inherent structural weaknesses, in addi-
tion to the perennial shortages and high cost of foreign
exchange for the importation of crucial inputs, spare
parts and equipment.

12.  In the mining sector, there was an increase of 2.7
per cent in value added in 1993, as against -3.7 per cent
in 1994 and -0.7 per cent in 1993, As a result of the
exiensive reforms in the mining sector in recent years,
exploration and mining investment have increased in
several countries, particufarly in precious metals and
minerals, including gold, diamond and other gem stones.
But the improved performance in pro-duction volumes

in 1995 was attributable mostly to otl production, as
output figures for major non-fuel minerals during the
first three-quarters of the year suggest thac their total
anmal production may have increased only modestly, if
at all. Output of crude oil increased by 2.4 per cent in
1995 in comparison with a decline of 1.5 per cent in
1994, largely because of higher production figures in the
Libyan Arab Jamahiriya and in non-Organization of
Petrolenm Exporting Countries (OPEC) African coun-
tries such as Angota and Egypt. 'With OPEC production
quotas remaining unchanged during 1995, there was a
virtual stagnation in the level of oil production in African
OPEC countries. The overall changes in output values
in the mining sector in 1995 were related to the almost

—
Table 1.5: Crude oil produaction in Africa, 1991-1995 (millions of toas)

. - -
Country/Group 1991 1992 1993 194 | 1995°
Algetia’ 61.5 59.77 | 59.16 60.52
Gabon L 14,78 14.77 _ 16.28 1697

| Libyan Arab Jamahiriyq» 74.35 6%.45 6881 69,39
Nigeria 91.65 | 102.1 94.62 _ %611
Sub-total OPEC 24828 24509 | 138.87 1 242.99
Angola 26.94 285 | _27.69 31,62 |
Cameroon_ | . 6.77 5.48 3.36 4.7
Congo 788 | 823 | 8.66 9.36 88|
Cote d'Ivoire 0.66 | 0.44_| 051 | 0.55 0.55

| Egypt ol 43.93 | 46.1 46.3 46.5 47.8

| Ghana 075 | 0.85 085 09 | 0.5 |
Tunisia 5.26 5.38 4,64 438 | 4.3
Zaire 1.37 13 1.14 % 145 } 4.5
Sub-total non OPEC 92.4 97.08 \ 94.98 96.19 100.18
Tota) Africa 3136.44 345.36 340.07 J 335.66 343.17

Source: United Nations Monthly Bulletin of Statistics, various issues; OPEC Annual Report, various issues; EIU

country reports; and country sources.
“ECA estimates,
lIm:luding condensates.
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20 per cent increase in prices of minerals and metal ores
and 7.9 per cent in oil prices in 1995, Copper prices
were 27.3 per cent higher in 1995 than in 1994 while
prices of nickel, copper, aluminium, cobalt, lead and
iron ote rose by 30, 27.3, 22.3, 19.9, 14.6 and 6 per
cent respectively.

4. The promise and perils of external trade

13. There were improvements in Africa’s trade per-
formance in 1995. Provisional estimates by ECA show
that export earnings increased by 11.1 per ceat, com-
pared to 4.9 per cent in 1994, The
value of imports rose on the other hand

E/ECA/CM.22/4/Rev.1

Africa - cocoa and coffee - moderated exceedingly in
1995 compared with 1994, while tea prices slumped even
further during the year. Cocoa prices rose by 2.6 per
cent in 1995, compared to 25.7 per cent in 1994 while
coffee prices rose by 5.8 per cent, in comparison 0 the
123.9 per cent increase in 1994. Tea prices fell by 10.4
per cent in 1995, compared to the marginal decline of
1.3 per cent in the previous year. Overall, the aggregate
price index for agricultural commodities (cotton, natural
rubber, timber, tobacco) increased by 4.5 per cent over
its 1994 level.

FiG 3: INDICES OF BEVERAGE PRICES

1980-95 (1990=100)

by 12.8 per cent, compared to 7.3 per 300+
centin 1994, Exportprices rose by 6.9
per cent, compared with 5.2 per cent P

by 5.2 per cent in 1995, compared with
4.1 per cent in 1994, As a result, the o

terms of trade improved by 1.5 per cent 200
in 1995, in comparison to an increase .
of 1.2 per cent in 1994, both of which 150
are below the 1990 base year level.
14. The increase in cxport earnings 100; Rl

can be attributed to a modest increase
in oil prices, which, on average, was

between $US16.4-19.2 per barrel in 50
1995, and the sustained recovery im

mineral and metal prices, Qil exports

from Africa grew in value by 11.9 per

cent in 1995, and now account for

nearly 60 per cent of the total foreign exchange earnings
of African countries while manufactured goods account
for about 70 per cent of imports.” The rise in export
prices for the two most important beverages produced in

FIG 2: EXPORT, IMPORT & TERMS OF TRADE
1980-95 PRICE INDICES (1990=100)
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15. Many African producers, it would seem, were
unable to take full advantage of the rising export prices
for oil, metals and minerals in 1995 due to supply
difficulties and structural constraints, political instability
and lack of adequate investment in the sector. . It has
certainly not been easy for some countries
- Augola, Burundi, Liberia, Rwanda, Si-
erra Leone, Somalia - to conduct normal

180
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export trade in conditions of deieriorating
physical and social infra-structure, and a
volatile security situation. On the con-

trary, the enviropment of trade liberali-
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zation and currency depreciation in many
countries has attracted an upsurge in im-
ports of cheap mammfactures and second-
hand goods from the Far Eastern Asian
coun-tries, as a result of weak competi-
tive strength of domestic goods and pro-
hibitive local production costs.

> 8.8

~
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16. Most African countries have con-
tinued to rely on a few primary commodi-
ties for much of their export earnings,
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FiG 4: COMMOQDITY EXPORT PRICES

1960-85 (1990=100)

and accounted for 61 per cent of the
total flows to developing countrics in

L N S
.

1995, com-pared to 45 per cent during
the period 1990-1992. In Africa in
general, and in the sub-Saharan coun-
e tries in particutar, the rend of FDI is
! very unstable, although a few middle-

- income countries recorded encourag-
T ing volumes of inflows over the last
two years, Afier a slight increase in
1994, FDI flows to sub-Saharan Afri-
can countries declined by almost 27 per
cent in 1995, from $2.9 billion in 1994
to $2.2 billion. Foreign flows on ac-

-
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exporting around 58 per cem of their products to the
European Union (EU) market, with the EU providing
47.3 per cent of their imports. Indeed, for some coun-
tries - the Central African Republic, Comores, Equato-
rial Guinea, the Niger, Sao Tome and Principe and
Uganda - the dependence on the EU is almost as high as
86 per cent. Africa has steadily lost its trade share in the
EU market, which declined from 6.3 per cent in 1980 to
only 3.3 per cent in 1992 and 2.8 per cent in 1995 despite
the fact that more than 70 per cent of Africa’s total trade
is with the EU. Following the negotiations that ended
in June 1995 for the Lome IV Convention, there was
enhanced accessibility to the EU market for products of
the 47 African members of the African Caribbean and
Pacific (ACP) group, but it was a far c¢ry from the
complete freedom of access demanded by the group.
Some concessions were given on products currenty
subject to quotas and reference qualities while some
quota levels were raised and import duties reduced within
existing quotas,

17. Intra-African trade remained disappointingly low
in 1995 as it has always been, as many of the constraints
and trade-related bottlenecks (non-tariff barriers, strin-
gent rules of origin) and structural hindrances (pootr
physical infrastructure, undiversified production struc-
tures, lack of trade financing, poor trade information
mechanisms, etc.) remained unaddressed.

5. Unpromising trends in foreign investments
and aid

18. The World Bank estimates foreign direct invest-
ment (FDI) flows to developing countries at $90.3 billion
in 1995, an increase of 12,7 per cent. These flows were
directed mostly to the two regions of Asia (East, South
and Central Asia) and Eastern Europe. The most impor-
tant recipient was Asia whose share grew by 26 per cent

count of acquisitions by international
firms were mostly motivated by
promis-ing investment prospects in
countries producing petroleum and
minerals such as Angola, Gabon and Ghana, where the
privatization process has opened up increasing opportu-
nities for investments in the two sectors.

19.  African countries have not bepefitted fully from the
surge in world investment flows. The numerous con-
straints on foreign investment and the high cost of doing
business in Africa, particularly the inadequate infrastruc-
ture and poor services, have led the average prospective
investors to be pessimistic about the continent. How-
ever, as the growing number of countries pursuing
reform programmes show signs of sound recovery and
profitability and as economic liberalization improves
prospects for private investment, there is increasing
expectation that foreign investors would be attracted to
Africa in larger oumbers. Studies on FDI in Africa
conducted by the United Nations Conference on Trade
and Development (UNCTAD) in 1995 show that the rate
of return on overseas direct iovestment is higher in
Africa than in any other region in the world, and that the
continent’s investment potential remains largely un-
tapped. Indeed, the impressive track record of return on
FDI in Africa belies the "miserable” image or pessimisac
view that the average foreign investor generally has of
Africa.

20. Net flows of official development assistance
(ODA) 1o Africa declined from $25 billion in 1992 to
$21.5 billion in 1993, to reach the level of $23.5 billion
in 19942, Although representing the most important
source of flows for the African low-income countries,
prospects for future increases are slim. The average
ratio of net ODA to donors’ gross mational product
(GNP) has declined steadily because of the budgetary
constraints in many of the largest development assistance
countries (DAC) dopor countries. But other factors, like
the growing demand for aid from countries in transition
and the reorientation of donor countries’ aid policy and
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the quest for aid effectiveness, are likely to harden
eligibility criteria and reduce the volume of available
official flows in the pear future.

21. While private capital flows have become a major
source of financing for developing countries, African
countries have not, however, been able to draw heavily
on this source of finance, owing to low credit rating. An
increasing number of African countries have ermbarked
on the developmen; of capital markets in order to encout-
age local and foreign private investment in securities.
But only a few African capital markets with a potential
for bigh rates of return have as yet attracted international
1nvestors, most of whom remain cautiovs. In Ghana, for
instance, Ashanti Goldfield Company Limited raised
about $60 million from 3 million new ordinary shares in
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1995, while Namibia’s stock exchange has been buoyed
by the listing of Cooperative Grocery Wholesale Buying
Group Sentra of Namibia, offering 2 million shares
worth $2.5-3. South Africa’s Johannesburg Stock Ex-
change (JSE) was set for the biggest shake-up in its
108-year history, following the dercgulation plan de-
cided upon by Parliament in November 1995. The plan
overhauls the JSE on similar lives to the London Stock
Exchange’s big bang of 1986, allowing foreigners and
non-brokers to own up 0 100 per cent of stockbrokerage
firms. However, for the stock exchanges in Africa to
become more competitive, there must be deregulation
and repeal of current regulations that place ceilings on
foreign investment in local companies, removal of ex-
change controls that hinder free transfers of money, and
reduction in dealing costs.

Table I.6: Africa’s external debt and debt service, 1992-1995

Debit stocks (billions of US dollars)

1994

1992 1993

Africa 286.2 289.5 3224

North Afeica 108.5 108.5 121.9

Sub-Saharan Africa (excluding South Africa) 160.2 166.2 182.5

South Africa 16.5 14.8 18.0
Debt service paid (billions of US dollars)

Africa 29.1 27.7 23.0 19.0

North Africa 16.3 i6.1 i2.% ‘ 4.1

Sub-Saharan Africa (excluding South Africa) 9.9 7.0 8.6 9.9

South Africa B | 29 4.6 1.6 .
Debt service due (billions of US dollars)

Africa

North Africa

Sub-Saharan Africa (exciuding South Africa)

| South Africa

Afric

Nort.i Africa
Sub-Saharan Africa (excluding South Africa)
South Africa

Africa

North Africa

Sub-Saharan Africa (excluding South Africa)
South Africa

Africa

North Africa

Sub-Saharan Africa (excluding South Africa)
Sauth Africa

16.2
11.3

Sources: World Bank, national sources and various publications.

*Preliminary estimates.
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6. Persistence of debt problems

22. The external debt and debt-servicing obligations of
Africa continued to pose a major threat to the financing
of economic recovery in 1995, in the sense that the debt
overhang is still having a négative irpact on availability
of resources. - Africa’s total external debt, despite its
average aunual rate of growth of 1.5 per cent during the
pericd 1990-1995, which is the lowest rate in the devel-
oping countries, is the miost constraining in terms of
sustainability. It is estimated to reach the level of $322
biltion in 19953, growing by almost 4 per cent over the
$310 hillion recorded in 1994 and representing 70 per
cent of the regional GDP and 250 per cent of exports.
The share of multilateral debt in the long-term outstand-
ing debt of sub-Saharan Africa has risen from 13 per cent
in 1980 10 24 per cent in 1990 and 31 per cent in 1995,
The pro-poriion of total exports earnings actually com-
ntited to meeting debt-servicing obligations remained at
20 per cent in Africa although the implied overall re-
gional liquidity ratio is far from being fully reflective of
the situation in financially distressed countries. The
capacity of these countries to service their debt has nog
improved despite efforts at scaling down their debt
burden and reduction in the volume of arrears within the
framework of existing debt re-organization and forgive-
ness mechamsms. The debt-service artears of the sub-
Saharan African countries represented more than 27 per
cent of their debt stock in 1995 while in 1990 they were
only 11 per cent. In some of the highly indebted poor
countries (HIPCs) in sub-Saharan Africa, scheduled debt
service could absorb as much as 90 per cent of the
government revenue (excluding grants).

7. Still not enough domestic savings and investment

23. The achievement of rapid growth requires a high
rate of investment in economic and social infra-structure
as well as in human capital, backed up by high rates of
domestic savings in both the public and privaw sectors.
With the fall in the inflow of external resources in real
terms and with little prospects for any major improve-
ment in access to external savings, African countries
need o maxioize the availability of domestic savings and
to invest them productively,

24, In 1995, gross fixed investment for the region
increased by 5.6 per cent, down by almost 1 per cent
from the 6.5 per cent growth achieved in 1994. The
overall investment ratio in the region rose to 21.3 per
cent of GDP in 1995 but in 25 sub-Saharan African
countries it was actually less than 16 per cent. Even with
a considerable increase in the efficiency of resource
allocation and resource use, the attainment of an aggre-
gate GDP growth rate of 8 per cent per ammum in Africa
and the doubling of per capita income over the pext 15
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years will require an investment rate that would almost
double the current raie. Since most of the additional
funding must be mobilized from domestic financiaf re-
sources, the gross domestic savings rate of 19.6 per cent
in 1995 must be viewed as rather inadequate.

25, Africa’s savings trends reveal a rather disturbing
picture for the first half of this decade, with gross
domestic savings declining from a high of 22.5 per cent
of GDP in 1990 to a low of 18.9 per cent in 1993, with
a slight recovery 10 19.6 per cent in 1995, While the
decline in the savings ratio is a regional pheno-menon,
it has been most pronounced for the sub-Saharan African
countries where the savings to GDP ratio fell from 19.6
per cent in 1990 to 16,3 per cent in 1995,

26. The magnitude of the shortfall in private savings
relative to other developing countrics is indicadve of the
challenges and potentials facing African Governments.
For example, privaie savings in East Asian countries
averaged 28 per cent of GDP during the 1986-1993
period. 1n contrast, private sector savings in sub-Saha-

.ran Africa averaged 15 per cent of GDP hetween 1986

and 1992 and was in surplus relative to the fow volume
of private investment. But government saving was nega-
tive for four of the seven years covered by the period
1986-1993 while public investmiem was on the decline,
from a high of 7.2 per cent of GDP in 1986 to 5.9 per
cent in 1992, Private saving in Africa has been histori-
cally low, not for lack of investible resources per se, but
mote s0 because of inadequacy in its mobilization and
use for productive and growth-inducing investment.
With greater efforts on the part of governments in the
mobilization and proper management of public revenue
and appropriate policies, institutional arrangements and
incentive structures put in place, increased resources can
be generated for higher levels of investment.

8. Serious social situation

27, The social sector remained under great pressure in
1995 not only because of rapid population growth rela-
tive to economic growth in many African countries, but
in part because of the severe cut-backs in expenditure in
real terms particularly on education, health and medical
care and social welfare. In a few other countries, civil
conflicts and political stalemates in governance have
continued to disrupt and paralyse production (especially
in Burundi, Liberia, Rwanda, Somalia, the Sudan, Zaire
and Sierra Leone), with important repercussions on-the
availability of even the most basic of social services.
Endemic instability in countries with huge population
movements and disptacement has often spiiled over into
ncighbouring countries, disrupting production and eco-
nomic activities ingeneral and further paralysing already
overburdened physical infrastructure, notwithstanding
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considerable humanitarian efforts at rehabilitation, repa-
triation and reintegration of refugees.

28. The situation in the education sector has worsened
in many countries in terms of declining primary school
enrolment ratios, high and rising attrition and repetition
rates at all ievels, the flight of qualified teachers, a
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general deterioration in physical infrastructure, equip-
ment and supplies. The quality of education has conse-
quently suffered a decline. As with education, the crisis
in the bealth sector has become also more intense, with
lack of hospital care and access to adequate sanitation
and community health services contributing to exposure
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to numerous preventable diseases, while the scourge of
HIV/AIDS rages on.

29. High uwnemployment remained a major social prob-
fem in 1995. A pardcutarly disturbing feature of the
unemployment sitvation is the growing number of street
children (see box 1) and young persons (15-24 years)
among the unemployed. Women and girls tend to be
worse affected among this group. In many African
countries, some graduvates from tertiary and technical
institutions now remain without jobs for three-four years
after leaving school. To regenerate their economies and
rehabilitate and expand the delivery of essential social
services, it is important for African countries to create
the conducive working environment and adopt employ-
ment policies that would attract back its engineers,
doctors, economists and other professionals.

30. On the other hand, there has been a

democratic forms of governance and popu-
lar participation on the continent. The
peace agreement in Angola and the demo-
cratic elections in Algeria, Cote d’Ivoire
and the United Republic of Tanzania which
followed those in the Congo, where the
cransfer of power to elected governments
took place in conditions of relative peace
and without bloodshed, are powerful signs
of a more peaceful political milieu on the
continent. So is the successful transition to

por cant

marked and salutary momentum towards [T

ance in Burundi, Cameroon, the Congo, Rwanda and

Zaire.
2. North Africa: Growth deceleration

32. In North Africa, which accounts for over half of
overall African regional output, there was a deceleration
in GDP growth rate from 2.9 per cent in 1994 1o 1 per
cent in 1995, due mainly to falls of 5 per cemt in real
output in Morocco and 6 per cent in the Sudan. Accord-
ing to FAO, aggregate cereals production fell in the
subregion to 22 million tons, which was abow 4.7
million metric tonnes or 18 per cent below the previous
years above-average harvest. Quiput of wheat decreased
by 22 per cent to 8.9 million tons while the coarse graing
crop dropped by 2.5 million wns to 8.3 million tons,
These declines were due principally to drastic reductions

FIG § : African Subregions
QDP Growth Rate, 1992-1896

national reconciliation and nation-building
in Mozambique (box 2), which serves as a
useful model for other African countries
still mired in conflict.

B. Divergent Growth in Olitput among
Subregions

1.  Overview of subregional growth

31, For a continent as large and diverse as Africa,
average continental trends naturally mask wide differ-
ences in performance among groups of countries (table
L7). In 1995, the West, Eastern and Southern African
subregions registered prowth rates in excess of the
regional average, owing to the improved per-formance
in their agricultural and mining sectors. GDP in West
Africa grew by 4.1 per cent in 1995, compared to an
increase of only 1.0 per cent in 1994; while in Eastern
and Southern Africa it grew respec-tively by 4.8 and 2.9
per cent as against 4.2 aad 2.6 per cent in 1994, GDP
growth has been limited to a2 mere 1.1 per cent in Central
Africa onaccount of continuing poor economic perform-

B North Africa
5SS East Africa

Sub-Saharan Atrlca 555 Gentral Atrica
E southern Africa BT west Africa

in wheat and barley harvests in Morocco as a result of
severe drought, the resulting shorefalls in supply being

met through increased importation. In Tunisia, both
wheat and barley crops remained markedly below aver-

age for the second year while pollution and over-fishing .

reduced fish catches. Above-normal wheat harvests

were recorded for Algetia where production almost :

doubled and output of barley almost tripled, and in Egypt
which experienced an increase in the area under cultiva-
tion and a 4 per cent increase in paddy-rice production.
The increasing success with food surpluses in Egypt is
associated to a large extent with sustained government
policies on tnfrastructural development, including fand

reclamation, provision of assistance for the improvement
of agronomic tesearch and practices and the raising of

producer prices to remunerative levels.

33. Manufacwring industry also performed poorly in
the subregion in 1995, in Algeria and especially in the
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Table 1.7: Output share and growth rate by subregion and economic grouping
Per capita GDP | GDP percentage Growth rate percentage at 1990 prices
at 1990 $US | regional share
1994 1994 | 1990 | 1991 | 1992 | 1993 | 1994 | 1995 |1990-94

Central Africa 438 8.7 0.1 40 | 24 | 59| 25 1.1 | 30

East Africa 190 6.4 28 | L1 1.3 2.5 4.2 48 | 1.6

North Africa 1249 40.8 2.6 L 3.5 0.5 1.1 2.9 | 1.0 2.0

Southern Africa 1371 27.4 02 | -0 2.3 1.7 2.6 2.9 0.4

Wesi Africa 362 16.8 3.4 | 108 | 12 1.4 1.0 4.1 3.5

Sub-Saharan Africa 513 61.4 | 0.6 30 | -1.0 0.3 1.5 3.0 0.9

Sub-Saharan Africa without

Nigeria and South Africa 363 30.8 2.8 62 | -14 | 02 | 03 3.0 1.0

Sahel zone 368 5.9 0.7 67 | 3.2 -1.3 1.9 1.9 2.6
' Oil exporters 882 46.4 2.9 2.9 0.1 0.6 L6 23 | 1.3

Non-oil exporters 53.6 -1.1 3.1 -1.1 08 | 25| 23 1.3 |

LDCs 229 16.0 1.1 1.8 00 | 24| 1.6 24| 06

Non-LDC's 1020 T 84.0 0.6 33 | 07 | 13 28 | 23 1.7

Franc zone 574 10.7 07 06| 49| 03 15| 36| 00

Mineral exporters 1034 204 | 04| 09| -17 4.0 | 15 28 | 0.5

Beverage ¢ s 260 10.0 1 94 | 132 | 0.5 1.4 1.8 5.5 3.9

All Africa 657 100,00 07 | 30! 05| 07 21 ! 23| 13

Source: ECA secretariat,

Sudan where negative growth rates prevailed in mamu-
facturing valued added (MV A} due in part to shortages
of foreign exchange for the importation of basic indus-
trial inputs. However, crude oil production seemed to
have been immune to the moynting political uncertainties
and security situation in Algeria in 1995. Total produc-
tion rose by an estimated 2.3 per cent to reach 60.52
million tons although several foreign companies had
pulled back from new commitments and concessions,
with the exception of 2 number of oil field development
projects and Sonatrach’s construction and expansion of
gas [.pelines to Burope which proceeded on schedule.
Oil production was also on the increase in the Libyan
Arab Jamahiriya, despite United Nations sanctions, and
in Egypt as well. Only in Tunisia did oil output decline,
from 4.51 million tons in 1994 to 4.48 million tons in
1995, The economy of the Libyan Arab Jamahiriya is
estimated to have grown by 1.5 per cemt in 1995,
following years of output declines and economic diffi-
culties, especially export and import disruptions,
brought on by sanctions. Phosphate rock production
increased in Egypt, Morocce and Tumnisia during 1995,
making Tunisia the world’s fifth largest exporter.

3. West Africa: Strong rebound in growth
34. Inthe West African subregion, growth was buoy-

ant in 1995, with real GDP increasing by 4 per cent, in
comparison with the 1.0 per cent growth rate achieved

in 1994, There was only a small recovery in GDP
growth in Nigeria in 1995, but Cdte d’Ivoire, the largest
CFA economy in the subregion, is reported to have
achieved a growth race of 6.5 per cene in 1995, as against
1.7 per cent in 1994, Due to relatively regular and
abundant rains and a low incidence of pest infestation,
production of cereals, roots and tubers is estimated to
have increased markedly in 1995 in the Sahelian coun-
tries of the subregion, except Chad, Mali and the Niger.
In the coastal countries, except Liberia and Sierra Leone
where population displacements and insecurity severely
disrupted agricultural production and the food supply
situation, cereal production ranged from pormal to
above-normal, estimated at 21 million tons. Total cereal
production for the subregion is estimated at 28.0 miilion
tons for 1995, compared to 28.9 million tons for 1994
and 29.5 million tons for 1993.

35, Paddy-rice output rose by 0.4 million tons to0 6.0
million tons. Cote d'lvoire and Ghana had larger crop
harvests in 1995, even though severe flooding and ethnic
conflicts in the northern provinces at the beginning of
the year disrupted millet, sorghum and rice production
in some areas. Nigeria’s paddy-rice production in-
creased by 21 per cent from 2.4 million tons to 2.9
million tons. In contrast, Sierra Leone’s paddy-rice
harvest was 284,000 million tons, 30 per cent less than
that of the previous year as civil war severely disrupted
production. Liberia’s 1995 paddy-rice output was
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60,000 tons, about a quarter of the pre-crisis level:
production in 1995 dropped by some 77 per cent for rice
and 50 per cent for cassava compared to the pre-civil war
levels. Population displacements left large tracts of
agricultural land deserted and uncultivated i these two
countrics; with the civil war taking a heavy toll on
rubber, timber logs and iron ore production in Liberia
and diamond mining in Sierra Leone. Cocoa production
increased significandy in Cote d’Ivoire and Ghana in
1995 due to good weather and increases in producer
prices to remunerative levels. '

36. The growth performance of manufacturing indus-
try in the subregion was adversely affecied by the
unseitled situation of Nigeria where problems of a bat-
tered infrastructure, collapsing consumer demand, infla-
tion and internal political difficulties arising from a
stalled transition programme have forced manufacturers
to cut output and jobs sharply. Crude oil production
experienced disruptions and operational difficulties dur-
ing 1995, jeopardising progress on strategic joint pro-
jects, while capacity utilizaton of 27 per cent achieved

4. Central Africa: Weakness persists

37. The economy of the Central African subregion
showed a modest upturn in 1995, compared to the
negative trends in GDP growth since 1990, Subregional
GDP grew by 1.1 per cent compared to the declines of
the 2.5 per cent in 1994 and 3.0 per cent on average for
the period 1990-1994, The free fall of the economy of
Zaire - the largest in the subregion - continued in 1995,
albeit with some significant modulation. There was
indeed a small recovery of 0.6 per cent in GDP growth
rate, compared to the decline of 7.2 per cent in 1994,
But inflationary pressures remained stropg while the
scarcity of foreign exchange deepened. Agriculmre was

‘perhaps the saving grace, with buoyant harvests of coarse

grains in 1995, following favourable growing conditions
although lack of transport and poor marketing infrastruc-
ture are still major constraints in Zaire. Added to that
was the rather small recovery in copper production,
estimated at about a 34 pet cent increase over the output
level of 1994 which in jtself was the lowest in the country
in decades.

Fig. 6 GDP PER CAPITA BY SUBREGION
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in the manufacturing sector in 1995 was the lowest in
Nigeria in 12 years. In'contrast, the performance of the
industrial sector in Ghana in 1995 was more than double
the dismal:level recorded in 1994, driven for the most
part by increases in ‘gold ourput. In Guinea, high pro-
duction costs have coniinued to harm output from the
alumina factory while iron ore production in Liberia has
been adversely affected by civil war.

200 000 100¢

FOR 1995 (IN 1990 US DOLLARS) 38. Economic performance of the

three oil exporters in the subregion -

’ 5 : Cameroon, the Congo and Gabon -

EAST AFRICA remained poor in 1995. Economic ac-

tivitics were hampered in the Congo by

BEVERAGE EXPOATERS i comtinuing budgetary and debt-servic-
WEST AFRICA

ing probleras, an over-sized civil serv-
ice and a private sector that is yet to be
fully empowered. Aggregate cereals
production was above average in al-
s most all countries of the subregion, but
: in Rwanda and Burundi, insecurity in
certain parts and the slow repatriation
of refugees from the United Republic
of Tanzamia and Zaire is disrupting
food production, while the repercus-
sions of political and ethnic turmoil on
the economies of the subregion remain
strong. With favourable weather con-
ditions and improved input supply,
1400 food production increased by about 17
per cent in Burundi in 1995, but still the
country needed some 104,000 tons of cereals and vege-
tables to make up for its food deficit. Land under
cultivation in Rwanda had shrunk by almost 34 per cent
and the fragility of the food supply situation was most
evident in the decline of more than 49 per cent in cereals
production in 1995, a remindey that complete rehabilita-
tion of the agricultural sector will take several years to
accomplish.
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5. Eastern Africa: Agriculture drives modest
rebound

39. Overall GDP growth rate in Eastern Africa was 4.8
per cent in 1995, compared to 4.2 per cent in 1994,
attributable mainly to improvements in agricultural pro-
duction. Cereal production increased in this subregion
from 22,6 million metric tounes in 1994 to 23,1 million
metric tonnes in 1995, a rise of about 0.5 per cent. In
1994, cereal output increased from 19.1 million metric
tonnes to 22,6 million metric tonnes, which was equiva-
lent to anincrease of 18 percent. The subregion’s output
of wheat was 2.5 million tons, 15 per cent higher than
that of 1994. Wheat production in Ethiopia and Kenya
increased by 1.6 and 0.3 million tons respectively in
1995 as a result of expanded plantings and good yields.
The subregion’s coarse grain production in 1995 was
19.8 million tons, stightly higher than that of 1994. Due
to favourable weather conditions, improved distribution
of fertilizers and absence of migratory pests, the main
season’s coarse grain crop in 1995 was substamtial in
Ethiopia, and coffee production and exports also in-
creased due to the combination of deregulation and
crack-down on smuggling through Djibouti and the Su-
dan. Uganda’s main coarse grains harvest of 2 million
tons was a record. In contrast, production decreased by
11 per cent in Kenya in comparison to the 1994 harvest,
but was still above average. The production of tea in the
country rose by almost 20 per cent. Eritrea's production
was 43 per cent less than that of 1954 as a result of erratic
rains and localized pest damage. Somalia’s main sea-
son’s coarse grains production was reduced by one third
because of severe pest infestation and poor rains.

6. Southern Africa: Drought dampens growth

40. In the Southern African subregion, GDP growth
rate improved only marginally in 1995, rising to 2.9 per
cent from 2.6 per cent in [994. The modest rise in
growth was due in part to political stability in the
subregion, notably in Angola, Mozambigue and South
Africa. But output was severely reduced however in
agticulture by drought. Aggregate cereals production in
1995 was 15.6 million metric tonnes, 37 per cent lower
than in 1994. While wheat production showed a 0.9
million tons or 10 per cent increase, coarse grain pro-
duction fell markedly in 1995, due to the devastating
impact of drought in some countries, South Africa’s
wheat harvest of 2.3 million metric tonnes in 1995 was
expected to be 28 per cent higher than that of 1994, but
Zimbabwe’s wheat crop was one-third of the previous
year's production. The subregion's 1935 aggregate
coarse grains output was exwemely low, estimated ar
10.5 million tons, 47 per cent lower than in 1994,
Coarse grains harvest was particularly poor in South
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Africa and Zimbabwe, the leading coarse grain produc-
ers in the subregion.

41. Onaverage, the mamfacturing sector in the South-
ern African subregion continued to perform better than
those of other subregions, recording MVA growth rates
of 6.9 per cent in 1995 compared with 2.6 per cent in
1994. In South Africa, the largest economy of the
subregion, manufacturing industry grew faster in 1995
than at any other time, with the motor indusiry, which
includes the manufacture of parts and accessories, being
among the fastest growing industries. During the first
half of 1995, the manufacturing production index rose
by a seasonally adjusted and annualized 12.8 per cent,
in comparison with the preceding six months. Capacity
utilization in manufacturing also increased steadily in the
couatry, from a low of around 77 per cent in 1992 to a
high of approximately 83 per cent in the first quarter of
1995, Another country in the subregion, Namibia, per-
formed relatively better in 1998 than in 1994, with MVA
growth rate of 13.5 per cemt, as against 4.] per cent in
1994, But manufacturing production declined in Zim-
babwe due to high input costs, weak domestic demand,
loss of competitiveness in textile export markets and
cash-flow problems of manufacturing firms.

42. Goid mining output was on the increase in Namibia
and, to a smaller extent, in Zimbabwe in 1995, but these
increases were largely offset by reductions in output in
South Africa, the largest gold producer on the continent.
Several gold mines in South Africa have been suffering
from lower ore grades and disruptions in production
arising from labour unrest. In Zambia, production at
Zambia Consolidated Copper Mine (ZCCM) had fallen
to 384,400 tons in 1994 from 432,000 tons in 1993,
Mine operations are affected by lack of capital invest-
ment, ore depletion, low recoveries at the Nchanga
concentrator and operational problems at the Nkana
smelter. Since March 1995, however, production had
peaked and preliminary indications are that it remained
high for the rest of the year bringing total output to
390,000 tons, an increase of 2 per centover the preceding
year. In Botswana, the recovery in the domestic ¢con-
omy remained weak in 1995 mainly due to the weak
petformance of the mining sector.

C. Policy Developments in 1995

1. Market-friendly macroeconomic pt;licy stance
and reforms ‘ }

43. African countries undertook major domestic re-
form measures in 1995, aimed at achieving greater
coherence and prudence in fiscal, monetary and trade
policy, Demand management, in the form of budgetary
reforms and restrictions on credit and monetary expan-
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sion, constituted one of the widely used policy instru-
ments. Containment of the growth of public expenditure
and the application of austerity measures and civil service

. reforms zimed at the rationalization of the structure of

‘the public sector were pursued with vigour in many
. countries of the region, with the brunt of adjustment
_continuing to fall on necessary investment in vital serv-
. ices and infrastructure and limitations on budgetary
subsidies. Privatization and commercialization of
poorly run public enterprises was comemplated also in
some countries, although concrete achievements and
outcomes fell far short of plans in many cases.

44. The principal concern of fiscal policy in the major-

; ity of African countries centred on the persistent problem
- .of huge budget deficits, the financing of which contrib-
- vted to inflation and inflationary expectations in the
. economy. There is an increasing realization in African
-countries that greater fiscal discipline is essential in
controlling inflation which, in the past, was a major
- factor in the stagnation of many African economies and
- falling standards of living. The curtailment of public
. expenditure has never been easy, however, given the
- various political and social pressures on governments to
puarantee some minimum levels of sociat welfare to the
population and to maintain military spending in an in-
creasingly turbulent and insecure socio-political environ-
ment. Some governments introduced measures designed
10 imprave the productivity of public expenditure and
.. investment through prioritization, streamlining and ra-
tionalization of the government budget. Ina few coun-
tries, the underspending in both recurrent and
development budgets, brought about by contimued con-
-straints in impleinentation capacity, has accounted for a
seemingly better than anticipated overall budget outturn.

45. Virtually all countries in the region experienced
positive rates of growth in government revenue in 1995,
- ‘but the performance generally fell short of budgetary
estimates and targets, owing to the continued poor
growth performance in many economies and the erosion
-.of the taxable base for excise duties, indirect taxes and
direct income taxes. Tax reform was a key component
of the economic stabilization and revenue gemeration
programmes of many governments, involving rationali-
zation of tariff seructure, including a lowering of import
duties and excise taxes with a view to discouraging
evasion and limiting disincentive effects; fiscal decen-
tralization policies, including the devolution of ax col-
lection to lower levels of government; and introduction
of value added tax (VAT) and presumptive taxation in
order to broaden the tax base, e.g., in Nigeria, Zambia
-and-Ghana. The withdrawal of the VAT in Ghana in
= June 1995, aimost within three months of its introduc-
- tion, is particularly significant in underscoring sowe of
the difficulties in its implementation and the need for

careful preparation and close consultation with tax pay-
ers for its introduction. In the particuiar case of Ghana,
the misapplication of the VAT by distributors and traders
was 5o widespread and in some cases, even arbitrary that

the tax had to be withdrawn in order to contain the

adverse effects on comsumer prices.  Some of the other
reveoue policy measures undertaken in African countries
in 1995 included the introduction of government debt
instruments, i.e., bonds, treasury bills, for sale to the
public,

46. There was a {ul! in monetary expansion in most
African countries in 1993 due in part to reduced recourse
to credit expansion to finance deficits and the rise in
interest rates, but the excessive liquidity associated with
high levels of monetary expansion in previous years was
strong enough in some cases to fuel inflatior in 1995. In
Ghana, there was a budget surplus of ¢52.6 billion or
1.1 per cent of GDP in 1995 and further modulations in
money supply, but average inflation more than doubled,
from 24.2 per cent in 1994 to 56.5 per cent in 1995, due
to inadequate levels of food supply, especially during the
first quarter of the year, and adverse price.effects result-
ing from the attendant confusion in the introduction of
the VAT in March 1995. In Zaire, on the other hand,
where deficit financing through monetary creation was
the main determinant of hyper-inflation in recent years,
money supply contracted greatly in 1995 and, together
with rationalization of public finances, this succeeded in
bringing down the rate of inflation from 9,797 per cent
in 1994 to 370.3 per cent in 1995,

47.  As can be seen from table I.8, Nigeria apparendy
succeeded in 1995 in eliminating budget deficits that had
almost become a fiscal nightinare in the last few years,
although that achievement has oot guaranteed price sta-
bility even in the face of exchange rate stability. This is

Table 1.8: Fiscal deficits/surplus in Nigerian Budgets,
19881996 '
Year Budger deficit (-) Surplus (+) % of GDP
| (billions of naira) :
1988 -12.2 . 8.5
| 1989 | -15.3 1.9
1990 2.5 01|
1991 o 353 12.4
1992 -43.8 9.8
11993 -90.0 15.4
1994 -81.0 90 |
| 1995 410 __0.08
1996* +15.0 L a8
Source: Anmual budgers of the Federal Government of
Nigeria.

Note: * Forecast.
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because, in addition to spirited attempts at greater fiscal
control, the country had reneged on payments of domes-
tic debt obligations and neglected development spending
and maintenance of vital services and infrastructure in
order to achieve the goal of budgetary balance. Given
the inadequate supply and high cost of foreign exchange
and the stabiliza-tion of the naira exchange rate at
relatively high levels, high nominal interest rates and
import duties, the imposition of VAT on virtally all
products and the seasomal shortage of food staples,
inflation soared in Nigeria in 1995.

48. The cmphasis in several of the reform programmes
in Africa hinges on incentives for savings and measures
to stimulate investment and the empowerment of the
private sector. Indeed, financial sector reforms in coun-
tries such as Kenya, Nigeria, Uganda and Zambia in-
cluded the strengthening of the regula-tory framework
and prudent guidelines for banking and non-bankiug
financial institutions calculated to safe-guard public con-
fidence and streamline operational viability and effec-
tiveness of the financial sector. In Cameroon, a new
rural financial insticution, the "Crédit rural décentralisé”
was established in July 1995 to provide credit to and
mobilize savings from the rural sector.

49, Privatization of inefficient public enterprises con-
tinued apace in 1995 as a result of which the share of
private sector enterprises in the development process has
assumed an increasing proportion in several countries.
In Egypt, for example, deregulation of trade and busi-
nesses has been among the most preferred policy pack-
ages for boosting invesment under the government
privatization programme which began in 1991. A num-
ber of institutional reforms were instituted to improve
management standards and to raise the level of produc-
tivity, particularly in agriculture and manufacturing. In
its public sector reform and restructuring programme,
the Govermment decided to scale down the number of
inefficient public enterprises from 109 in 1991 to 99 by
June 1995 and to only 12 by 1997. Two national
companies were privatized in Senegal in 1995, Under
the privatization law adopted in Algeria in 1995, some
1,260 public enterprises are to be sold off. Uganda
embarked on price de-control and liberalization.

50. Mechanisms to ease the bureaucratic procedures in
granting lcences and permits for the establishment of
business enterprises were put in place in many countries
in 1995, including the simpli-fication of investment
approval processes through "one-stop” investment cen-
tres, establishment of investment promotion institutions
and increased use of representative offices abroad to
publicize local investment oppor-tunities. For example,
in an attempt to create a more conducive enviromment
for investments by small- and medivm-scale enterprises,

E/ECA/CM.22/4/Rev.1

the Government of Malawi established export processing
zones (BEPZs) in 1993, offering a special package of
incentives including reductions in corporate tax to 15 per
cent, special tax exemptions and incentives, reduction in
import duties and utility tariffs and a five-year tax
holiday. A new and more liberal mining code, to replace
the one promulgated in 1964, was introduced in Cote
d'lIvoire in 1995 with much simplified procedures, white
a pew investment centre for the promotion of investment
was established.

51. Price support policies were discontinued in a few
African countries in 1995 in favour of price and exchange
rate liberalization aimed at ensuring remunerative pro-
ducer prices and productivity incentives. In Morocco,
for example, in 1995, the economic and financial policy
was based on further liberalization of prices and removal
of remaining restrictions on imports. More retail prices
were freed from control, leaving only 15 per cent of
items of domestic consumption under control. A further
8 per cent of imports became exempt from restrictions,
bringing the total to 91.5 per cent. Egypt undertook
liberalization of interest rates, phasing out subsidies and
removing price controls and constraints on imporis. In
Ethiopia, important policy initiatives continued to be
implemented to emancipate the economy from the shack-
les of the previous era of central planming, including
reductions in budgetary support for public enterprises.
Several other measures put in place by some of the
countries in the region for the development of the indus-
irial sector included the promotion of export-oriented
and import-substituting industries and the provision of
economic and financial incentives to attract foreign capi-
tal. In particular, naticnal regulatory frameworks con-
ducive to FDI bave been evolved in many countries,
permitting easier repatriation of profit and providing tax
concession and other incentives to attract such invest-
ments. Nigeria, for example, inan effort to improve the
investment climate and encourage the flow of invest-
ments into the country, did away with certain restrictive
laws especially those relating to the repacriation of profits
and ownership structure. It repealed the Exchange Con-
trol Act of 1962 with the aim of enhancing increased
flows of investment and investible funds and abrogated
the Nigeria Enterprises Promotion Decree of 1989 which
hitherto had restricted foreign participation int certain

"aspects of the economy. Introduction of exchange con-

trol liberalisation in Botswana sinc January 1995 have
made it possible for business concerns to procure im-
ported ipputs more easily and quickly, dereby lowering
the cost of doing business. I addition, there were wage
restraints, restructuring of parastatals and reductions in
corporate tax rates in the country, aimed at resuscitating
the economy and at encouraging for economic diversifi-
cation.
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52. With regard to the mining sector, the deregulation
and liberalization that began in African countries in the
late 19805 continued in 1995, with some governmenis
introducing new land and mineral legislation as well as
fiscal reforms aimed at enhancing the role of the private
sector. Particular attention was given to such issues as
the degree of public sector participation in the develop-
ment of mineral resources; the proper balance between
national and foreign private sectors including the role
of small- and medium-sized enter-prises; and the appro-
priate regulatory framework for the encouragement of
foreign investment. Emphasis is increasingly placed on
the integration of the mineral sector with other produc-
tion sectors and the service subsector at national, subre-
gional and regional levels and on avoiding damage to the
environment. InNigeria, for example, more allowances
were granted to the mining sector through the increase
of initial allowances from 20 to 30 per cent. Cite
d’Ivoire introduced a new mining code while the Ceutral
African Republic, in addition to re-ysing the legal frame-
work for the mining sector and providing incentives in
terms of reduced taxation, it also introduced a new
diamond stock market. However, despite the reforms in
the mining sector in many African countries and the spurt
in exploration and mining investment, particularly in the
precious metals and minerals sector. including gold,
diamonds and other gemstones, mincral production has
remained export-oriented, with little or no forward link-
ages.

2. Trade and exchange rate policies

53. As far as the external sector is concerved, the
policies of export promotion and import curtailment are
yei to bear fruit in many African countries. Africa’s
exports have not increased significantly in the short run
owing to their inelasfic structures and the increased
competition on the world market. Import curtailment
has, on the other hand, been hamstrung by the high
elasticity of imports relative to domestic economic out-
put. Oaly 15 African countries managed to raintain or
increase the ratio of exports to GDP during 1995 whereas
the majority of the countries experienced expanded im-
port bills relative to GDP,

54. Perhaps the most important demand management
instrument that has been widely used in the external
sector of virtually all African adjusting countries includ-
ing, for the first time in 1994 the CFA zone coun-tries,
is the foreign exchange rate. The magnitude of devalu-
ation of African currencies has been quite large, reaching
more than 50 per cent agaiost the United States dollar in
many cases, with some countries devaluing their curren-
cies several times over within a short space of time and
in large doses. Two currency devalua-tions took place
in 1995: one in Rwanda in March by 37.7 per cent and
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the other in the Libyan Arab Jamabiriya in November by
15.5 per cent. African countries have moved progres-
sively towards market-determined exchange rates and
inkerest rates. The liberalization of foreign exchange
rates has resulted in significant creeping depreciztion of
currencies and the narrowing of the differential hetween
"official exchange rates” and “parallel rates”. As of
mid-1995, 17 African countries had adopted an "inde-
pendently floating” exchange raie regime, seven were on
a "managed float" system, five on a "composite currency
basket" system and 29 countrics were sill on a "single
currency reserve system”, with the largest of these in the
CFA franc zone. A mumber of African countries, in-
cluding Kenya, the United Republic of Tanzania,
Uganda and Zimbabwe, acceded to article VI of the IMFE
Articles of Agreement, thereby committing them-selves
to the non-reimposition of restrictions on transactions on
the current and, possibly, capital accounts.

3,  New Inputs for regional integration and
development

55. In 1995, African Governments, acting through the
Organization of African Unity (QAU), reiterated their
commitment to relaunch and strengthen their develop-
ment etforts in the Cairo Agenda for Action (1995) for
relaunching Africa’s econorric and social development.
They expressed in particular the need to enhance their
cooperation in the implementation of the Abuja Treaty,
following its entry into force in May 1994, and to firm
up the modalities for operationalizing the Treaty through
the strengthening of the regional economic communities
that are the pillars of the African common market. In
that regard, the draft protocol on the relationship be-
tween the African Economic Community and the re-
gional economic communities was examined and revised
during the year at a meeting between the Joint
OAU/ECA/ADB Secretariat and representatives of the
regional economic communities.

56. Within the institutional framework provided by the
African Economic Community, the subregional group-
ings are required to harmonize and coordipate their
activities and policies at the regional level if the imple-
mentation of ttade liberalization and cooperation pro-
grammes and projects is to be more effective within die
region. Some of the concrete steps that were taken in
1995 w0 eohance the role of the regional economic
communities in the implementation of the Abuja Treaty
included the conduct of a comprehensive feasibility study
on financial sustainability and self-financing mechanisms
on the part of the regional economic communities and
the rationalization of the activities of those communities
and their possible harmonization with those of the Afri-
can Economic Community.
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57. In Cemtral Africa, the Ecopomic and Customs
Union of the Economic Community of Central African
States (ECCAS) bas adopted a tax and customs reform
resulting in a single and simplified common external
tariff, a generalized preferential tariff of 20 per cent for
jntra-Community trade and a turnover tax which is to
pave the way for the introduction of VAT. The tax
systeras of the various countries are to be harmonized.
In North Africa, Algeria, Egypt, Morocco and Tunisia
signed a trade pact and a new coopera-tion agreement
with their European trading partners, replacing the one
of 1976, in the ficlds of economic, scientific, social and
cultural exchanges and with a view to facilitating the
gradual establishment of a free trade zone for industrial
products and services and the free flow of finance. In
Southern Africa, further progress was made in 1995 in
community building with the signing of two instruments
at the SADC Summit: (i} the Shared Watercourse Sys-
tems Protocol, designed to facilitate optimal usage and
conservation of shared watercourse systems in the subre-
gion; and, (ii) the Southern African Power Pool Agree-
ment aimed at the creation of a common pool for
elecricity, with a view to minimizing costs and main-
taining reliability and self-sufficiency of supply in the
subregion.

58. Omne of the major means of facilitating the integra-
tion process is the development of transport and commu-
nications. The tenth Conference of African Ministers of
‘Transport and Communications, held in Addis Ababa in
March 1995, reaffirmed the continued relevance and
critical importance of the second United Nations Trans-
port and Communications Decade in Africa {UN-
TACDA II), urging member States to make every effort
to support the national coordination committees and o
facilitate, encourage and strengthen the activities of the
national inidatives in fund-raising and implementation,
taking into account the environmental impact of transport
and communications projects. The meeting decided to
reactivate the Trans-African Highways Bureau and to
implement the Yamoussoukro Declaration on a new
African air transport policy, urging United Nations
institutions as well as African financial institutions to
lend their support to the achieve-ment of the goais of
UNTACDA II.

59. In addition to commitments to the reactivation of
cooperation in the fields of waditional means of commu-
nication, African countries have started to realize the
importance of electronic communication facili-tated by
the growing influence of the information technology
revolution. But movement towards full connectivity
remains a big challenge since it requires purposive
political action for the reshaping of the exist-ing telecom-
munications regulatory frame and adequate financial
resources for updating communication infra-structure,
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Twelve pioneer countries in Africa which are now fully
linked to Internet bave been experiencing reforms of
their communication systems as they transferred some of
their prerogatives to the private sector.

4,  Social development: The promise of global
conferences

60. The year 1995, as with 1994, witnessed many
important events that will have a salutary effect in
advancing social development in Africa. The United
Nations Social Summit, held in Copenhagen, Denmark,
in March 1995, which brought together 13,000 partici-
pants from more than 180 countries, 10,000 observers
and 3,000 non-governmental organizations (NGOs),
agreed on a social contract to eradicate poverty amd
unemployment and build a new social solidarity across
the world. Copenhagen was part of a series of United
Nations conferences - including the Rio Earth Summit
(1992), the Vienna Human Rights Summit (1993), the
Cairo population summit (1994) aund the Beijing
women’s summit (1995) - which aimed o pro-vide a
manifesto on global social organization for the millen-
mium. These different initiatives and particularly the
Social Summit were important for Africa which, in spite
of having 33 out of the 47 LDCs in the world, attracted
barely 6 per cent of the international invesunent needed
to fight growing poverty. Partly as a result of the
awareness and deep concerns generated by these confer-
ences, sub-Saharan Africa had, by the end of 1995,
emerged as the major development challenge in the
world. The Copenhagen Summit concluded by adopting
the so-called "20-20 principle" according to which donor
countries should reserve 20 per cent of their aid budgets
for African social development, while the recipient coun-
tries correspondingly comumit at least 20 per cent of their
national budgets and match the external resources. The
expectation is that this will act as a catalyst to the
promotion of employment, equality between men and
wornen, universal access to education, adequate health
care, and protection of workers’ rights.

61. The fourth World Conference on Women, held in
Beijing, China, from 4 to i35 September 19935, adopted
the Beijing Declaration on Women and the Platform for
Action. The Platform for Action endorses and encom-
passes the African Platform for Action adopted earlier
in Dakar, Sepegal, in November 1994, underlying the
peed to empower African women politically and eco-
nomically, increase their education and training in sci-
ence and technology, support their vital role in society
and the family and protect their legal and human rights.
With the Beijing Declaration on Women and the Platform
of Action, the world now has in place a comprehensive
action plan for enhancing globally the social, economic
and political empowerment of women, for improving
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their health and advancing their education and training
and for promoting their marital and sexual rights and
‘putting an end to gender-based violence. Through the
‘Beijing Conference, the world has come to recognize the
crucial role of women in sustainable development and in
the protection of the euvironment, to appreciate better
the human rights of women as an inalienable, integral
apd indivisible part of universal human rights and to see
access to health, maternal care and family-planning
facilities and education and information as essential
ingredients in the exercise of such rights.

62, In Africa, women are increasingly becoming the
hub of development in some countries and the main
income earners for a majority of households, particularly
in agriculture where they play a key role in food produc-

tion activities as well as in the traditional domestic
chores. Still, in many parts of Africa, cultural waits and
tahoos have continued to underpin the marginalization of
women in the development process: low rate of partici-
pation of women in areas of education and labour force,
their relatively high unemployment rate in the formal
sector, as compared to men as well as their lack of access
to credit facilities for investment in self-employment
generating activities. These are some of the constraints
that stil} inhibit gender equality in the African region and
it is to bhe hoped that genuine efforts will be made by
African Governments and peoples and their development
parners to enbance the status of women and mmprove
their participation in the development process withia the
framework of the Beijing Declaration and the Platform
for Action,
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II. The Social Situation in 1995 and Policy Challenges

63. The over-arching objective of this review of the
trends in demograpby, education, health, employment
and the refugee sitvation in Africa is to once again
highlight the critical needs for African countries to
restructure and reorientate their policies towards en-
hanced social development in consonance with the goal
of poverty reduction. Absolute paverty in sub-Saharan
Africa has been on the increase for many years, With
estimates indicating that the number of poor people has
been incrzasing by 8 to 9 million anmually, almost half
the population of sub-Saharan Africa will be living helow
the poverty line by the year 2000.

A. Unpsustainable Population Trends

64. The population in ECA member States, according
to median variant of the United Nations estimates, was
about 728 million in mid-1995, expected to reach 832
million by the year 2000 (table II.1). At the current
annual growth rate of 2.9 per cent, the population would
double in approximately 24 years. Uader the high
growth scenario, the population is projected to reach a
staggeriog 1,456 million by the year 2020 on account of
high fertility, The policy to mitigate the rate of growth
would bave to target reductions in fertility while further
upgrading and expanding health services qualitatively
and quantitatively.

1.  Alarmingly high fertility levels

Table 11.1: African population, by subregion,
1990-2000: Medinm variant

Populatian (1000s)
1995

Subregions 000

|_Eastern Africa . unm 261292

| Central Africa —1¥ 82326 95577
Northern Africa 160582 178443 W
Southern Africa 47396 53004
Westc;Afrim ] 210663 243280
Aftica ] 728074 831596

Source: Warld Population Progpects, Population Divi-
sion, Department for Economic and Social Informa-
tion and Policy Analysis, United Nations, New York,
1995.

65. The issue of high fertility in Africa and its critical
relation to maternal and child health, poverty and sus-
tainabie development has been seriously addressed in a
number of fora. The most recent of these include the
third African Population Conference, beid in Dakar,

Senegal, in December 1992 and the International Con-
ference on Population and Development (ICPD) held in
Cairo, Egypt, in September 1994. Following these
important milestones, ECA organized in Abidjan, Céte
d'Ivoire, an Experts and NGOs Workshop on the imple-
mentation of the Dakar/NGOR Declaration and the
ICPD Programme of Action in 1995, in the framework
of the Joint OAU/ECA/ADB Secretariat and in cocpera-
tion with the International Planned Parenthood Federa-
tion (IPPF) and the United Nations Population Fund
(UNFPA). Agp imporant con-sequence of these confer-
ences is the increasing nomber of ECA member Staies
(26 in 1995 and possibly 29° in 1996) adopting specific
population policies, including the reduction of fertility.

66. However, the wtal fertility rate for the region,
especially in sub-Saharan Africa, is still comparatively
high. Except for North Africa, which has a total fertility
rate (TFR) of 4.7, total fertility rates in the region range
from 6.2 to 6.9. Among other factors, high fertility
levels have a negative impact on maternal mortality and
on infant and child mortality and morbidity rates, How-
ever, contracep-tive prevalence rates have remained
which are extremely low in Africa relative to other world
regions, due to the lack of commitment and government
palicies in making modern contraceptive measures avail-
able, have recently increased, leading to slightly declin-
ing TFRs. For instance, ECA dats indicate that "With
regard to current use of any modern contraceptive
method, rates are above 30 per cent in eight countries,
namely Algeria (43 per cent), Botswana (32 per cent),
Egypt (45 per cent), Mauritius (49 per cent), Moroceo
(36 per cent), South Africa (48 per cent), Tunisia (40 per
cent) and Zimbabwe (36 per cent). These are followed
by Kenya (27 per cent) and Namibia (26 per cent). In
the remaining couatries, the rates are between 10 and 13
per cent in two countries, between 5 and 9 per cent in
six countries and below 5 per cent in 10 countries.*

2. Challenge of high dependency burden

67. Asaresultof high population increase, the depend-
ency ratio in Africa is the highest in the world. The
population of children aged 0-14 years constitutes almost
50 per cent of the total population. Africa’s high depend-
ency burden at 92 per cent compares unfavourably with
68 per cent in Latin America, 61 per centin Asia, 51 per
cent in North America and 50 per cent in Europe. An
incvitable concomitant of a heavily youthful, non-pro-
ductive population in Africa is the undue pressure ex-
erted on already overstretched social infrastructure and
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facilities, especially in the health, education and housing
Sectors.

68. The rapid increase in population and rural-urban
migration also ensures that the demand for urban shelker
and services expands more rapidly than their supply,
leading to rising prices for urbap land and housing and
unprecedented squatting. The average density of occu-
pation of dwelling rooms in Africa is estimated at 2.23
persons, with 40 10 85 per cent of the inhabitants living
in slums and informal settlements, typified by poor
sanitation, inadequats water and poor water quality, and
inadequate garbage disposal. Much of the stock of
buildings and infrastructure for human settlements in
Africa is old and in a state of disrepair and therefore
unsuited for current use without rehabilitation or rebuild-

mg.

B. The Health Situation
1. Deteriorating institutional and physical
Infrastructure

£69. The health sector continues o bear a disproportion-
ate burden of the ongoing socio-ecomomic crisis. In
many countries, the exodus of doctors, nurses and tech-
nicians, compounded by declining or stagnating public
expenditure on health, have culminated in a virtual
collapse of the health infrastructure. For instance, the
average expenditure on the health sector in sub-Sabaran
Africa rarely exceeds about 5.0 per cent of GDP. Be-
cause the health policies of most member States are yet
to be grounded in preventive and primary health care, a
lazge proportion of public expenditure on health, some-
times as high as 60 per cent, goes towards curative

services in a few teaching hospitals. At the current level
of Africa’s economic development, focusing on primary
health care is the only viable strategy for achieving health
for all in the foreseeabie future. For over a decade, the
WHO Africa Regional Office has been exhorting African
countries to rethink their health policies and reverse the
concentration of the meagre health services in a few
urban areas. The district and commanity focus in health
care provision which underpins the WHO/Africa Re-
gional Office framework for health policy development
and for achieving health for ali by the year 2000 is yet
to receive universal endorsement in Africa.

70. In many countries, an overwhelming majority of
health workers, sometimes as many as 90 per cent of
doctors, nurses and other essential health workers, are
concentrated in a few urban areas. Rural communities
are also disadvantaged vis-3-vis instinutional and infras-
teactural facilides. For example, more than 50 per cent
of the African population do not have access to modern
health facilities and 30 per cent have no access to safe
drinking water and sanitation. In many cases, over 60
per cent of people in the rural areas have no access to
these facilines. High levels of maternal, child and infant
mortality and low rates of immunization are symptomatic
of the gross neglect of Africa’s rural communities. As
can be seen from eable I1.2, the rural sector is seriously
disadvantaged tn the provision of health and health-re-
lated services. There are significant variations also in
the provision of these services as between subregions and
countries within the same subregion. Studies indicate
that the few modern health centres that do exist are too
far apart and poorly equipped to justify the enormous
costs to pateats, both in terms of time and moncy
involved.

Table 11.2: Some health indicators in selected African countries (in percentage)
Population with access Population with Population with access Fully immunized 1-year-old children
to safe water adequate sanitation o health services 1990-199%4
1990-1995 1990-1993 1085-1995 _ ]
Urban Urban Dip.** Polio Measles
% 6t | 100 | 95 ) 72 72 65
; ® | 2 | 100 | % 9 % | o %
Camezoon 64 ! 36 44 39 46 31 31 3
Kenya 67 H» & 8| - % | 9 J 84 84 73
Namibia 87 42 L 2| % 47 100 79 9 68
Nigeria 63 2 0 | % | 85 | e 46 a1 3 a
Niger 4 55 7 4 | g 30 2 20 | 2 9 |
| Mozambique M4 1 6! 1 100 | 30 78 | s | 55 65
Uganda e = 4 | % 99 J 2 | 100 1 j 9 77
Zaire 7 | 2 | 4 | 4 | 17 | 4 % | 2 1
Sonrce: Extracted from UNICEF, State of the World's Children, 1995 and 1996.
*  Tuberculosis
**  Diptheria
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2. Slow progress with preventive and community
health care

71. Failure to implement preventive health care
(PHC), with its emphasis on community health, has had
profound ramifications on Africa’s long-term develop-
ment prospects. For instance, lack of basic sanitation
and safe drinking water, which is integral to PHC, is
responsible for diarrhoeal diseases which are among the
leading causes of death among children under five years
of age. Diarrhoeal diseases can easily be con-trolled by
the provision of safe water and sanitation and through
increased availability and use of relatively clieap oral
rehydration therapy or salts (ORT/ORS). Recent data
indicate ORT use rate in sub-Saharan Africa to be about
57 per cent, compared to the WHO recommended use
rate of 80 per cent by the year 2000. However, with
assistance from the United Nations Children’s Fund
(UNICEF), considerable progress has been made in
recent years in African countries in the use of oral
rehydration therapy. Sixteen countries in Africa have
lifted use rate by 30 percentage points or more over the
last decade.” Between 1987 to 1993, regiomal oral
rehydration therapy use rate ranged from 10 per cent in
Mali to 90 per cent in Zambia, In addition, public heaith
education in various forms can considerably reduce such
major impediments to health as malaria, sexually trans-
mined discases (STDs) and severe malnutrition which
contributes enormously to acute respiratory infections -
the leading cause of death among African children.

E/ECA/CM.22/4/Rev 1

3. Inadequate and lagging immunization
programmes

72, In the African region, immunization against major
killer diseases is below the target set by WHO for the
mid-1990s. This is particularly the case in rural com-
munities and in countries facing serious financial crisis
and economic recession, or those mired in internecine
wars and civil strife. Inununization in Africa, especially
against the major childhood diseases, is significandy
below the global average. Large outhreaks of diphtheria
and measles contimmue to afflict children who otherwise
could have been protected through early immunization
programumes. bpmunization ramifics into many aspects
of child health. For instance, immuni-zation against
measles and pertussis contribute significantly towards
the containment of acute respiratory infections, espe-
cially pneumonia, which is the single biggest killer of
children,

4. Containing the HIV/AIDS pandemic
is a priority

73. Globally, the spread of HIV/AIDS continues to be
rapid with an estimated 5,000 individuals being infected
daily.6 Despite weak epidemiological surveillance and
serious under-reporting, WHO data indicates that
HIV/AIDS is increasing at an alarming rate in Africa.
Thus, most of these new infections are occurring in
Africa where at least one million persons are being
infected annually and the projected mumbers for the year

Table 11.3: AIDS cases reported to WHO by country/area based on reports received through 30 June 1995,
Counmty 1979.1992 | 993 | 1995 | Total
Botswana 1078 870 T 3110

Burmgi 6763 117 0 .
| Congo__ 5267 1206 0 7713
Ethiopia 4884 5124 2476 18042 |
| Ghama 10305 2371 B
Cote dlvoire :’ 14655 . 4012
[Kenya 37029 | 1seo__| 56573
Malawi e 26955 ) 4916
Mozambigue 662 | 164
{ Rwanda o 9486 1220 0 0 10706
Unitcd Republic of Tanzania | 42422 3327
| Uganda 4,—‘ 38552 k 2641
Zaire | 22159 588
Zambia 4 2610 l
Zimbabwe 18731 o |

Source: WHO Africa Regional Office, Brazzaville, Congo, 1995.
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2000 are 20 million.” Within sub-Saharan Africa, HIV
infection is unevealy distributed across geo-graphic ar-
¢as, age groups and socio-economic classes. The per-
centage of the population infected with HIV ranges from
less than 1 per cent across most of the continent to more
than 25-30 per cent in certain citics in Eastern, Southern
and Ceniral Africa. The most seriousty affected coun-
tries arc those roughly clustered around Lake Victoria.
They include Burundi, Central African Republic, the
Congo, Kenya, Malawi, Rwanda, the United Republic
of Tanzania, Uganda and Zaire. Table I1.3 indicates that
by June 1995 there were 270,667 AIDS cases reported
to WHO/AFRO by country area offices. Of these cases,
Kenya accounted for 20,9 per cent, Cote d’Ivoire 9.3 per
cent, Malawi 13.9 per cent, the United Republic of
Tanzania 17.0 per cent, Uganda 17.0 per cent, Zaire 9.7
per cent, Zambia 11.0 per cent and Zimbabwe 14.2 per
cent. Previously, HIV/AIDS had not been a serious
problem in the West African subregion, however, table
11.3 indicates that HIV/AIDS is becoming a major health
problem in Cdte d’Ivoire and Ghana. This clearly indi-
cates the need for vigilance and surveiilance in countries
that are still relatively free of the pandemic.

74. The HIV/AIDS scourge is now one of the leading
causes of death among adults in a number of African
countries. Im coumtries severely affected by the pan-
demig, studies indicate that up to half of all hospital beds
may be occupied by HIV/AIDS patients. Also, the
pandemic is significantly agsociated with the upsurge of
tuberculosis. Recent data by WHO indicates that in
some conununitics, the incidence of TB in HIV seropo-
sitive patients may be as high as 90 per cent. Tubercu-
losis is the leading killer among com-municable diseases,
but, as contended by WHO, the main obstacle to TR
control is the lack of political will. Relatively inexpen-
sive cure is readily available but not being widely used.
Political will is also critically needed to arrest the spread
of STDs which are also heavily implicated in the spread
of HIV. Currently, WHO estimates indicate that there
are 65 million cases of STDs in sub-Saharan Africa, The
risk of trans-mission and acquisition of HIV is five-
wwenty fold in the presence of STDs.’

75. In the absence of a cure, strategies have largely
focused on changing human behaviour and attitudes.
Emphasis on rural communities and urban households
highlights the need for communication and action pro-
grammes which attempt to raise the consciousness of
women, promote knowledge among youth, especially
young girls, who are disproportionably vulnerable, and
teach skills required to enforce the knowledge which has
been disseminmated. In some communities, there is a
widespread belief that young girls, particularly those
who are still virgins, are better sex partners since they
are free of HIV infection. Long-distance truck drivers
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are known to seek very young girls for sex because of
their presumed inmocence.

76. Information campaigns have been successful in a
number of countries which have increased the level of
awareness regarding transmission routes, the need to
alter sexual behaviour and reduce unprowcied sexual
contact. These include Madagascar, Rwanda and Zim-
babwe. In Rwanda, out-of-school youth show evidence
of reduction in risk-taking and positive changes in gender
relations. In several countries, including Uganda and
Zambia, the stigma attached to HIV/AIDS has been
substantially reduced.'” Governments are collaborating
with community leaders, musicians, NGOs and interna-
tional organizations in media campaigns. Thus in Zaite,
pre- and post-campaign surveys in 1991 revealed a
five-fold increase in condom use.'” In the numerous
mobilization programmes, various communication mod-
els have heen developed including peer education, gut-
reach communication, community initiative models and
school clubs. The peer education approach has been one
of the most successful.

C. Challenges to African Education
1. Less public spending in the face of more needs

77. The crisis in African education has intensified.
Rapid population growth rates and severe cut-backs in
public expenditure oftenin connection with debt resched-
uling and economic restructhuing, among other factors,
have culminated in a near collapse of the educational
infrastructure. Tahle 11.4 shows public expenditure on
education in sub-Saharan Africa to be the Jowest in the
world. The most severe cuts on education have been
made in capital and recurrent expenditures for new
construction, supplies, furniture, equipment for science
laboratories and for repair and maintenance. Tn the light
of the continuing socto-economic crisis, rehabilitation of
decaying educational institutions has become daunting
for most countries. Moreover, the public expenditure
for all levels is disproportionately skewed in favour of
higher education but that has not rescued this levet of
education from decaying infrastnicture, low pay and
poor working conditions, flight of teachers and industrial
disputes that have kept classrooms and laboratories
closed for months, if not years. On the other hand, data
from many African countries indicate that at the primary
level, there is practically no funding from central gov-
ernment except for teachers’ salaries and allowances. In
addition, the surge in unit costs is not accompanied by a
marked improvement in the quality of education as a
result of devaluation and rising inflation rate. Conse-
quently, the contribution which education is expected to
make to Africa’s recovery and socio-economic develop-
ment is clearly not yet on the horizon,
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Regions
1980

Table 11.4: Public expenditure on education, 1980-1992

Percentage of GNP

education. Their products
are poorly prepared for sec-
ondary and tertiary educa-
tion, and ill—cquigped for
lifelong learning. " !

1985 1985 1990 1992
| Sub-Saharan Africa 158 | i1.3 5.1 4.8 5.3 5.7 |
Arab States 180 | 23.6 . 260 | 4.1 5.8 52 | 5.6
Latin America/ 34.2 28.9 47.1 56.8 3.9 4.0 4,1 4.4
Caribbean | 1
| Easteen Asia/Oceania| 160 | 20.1 | 31.8 | 414 | 2.8 32 | 30 | 3l
Southern Asia 12.8 14.7 35.8 60.4 4.1 T_3.3 3.9 4.4

Somrce: UNESCO, World Education Report, 1995.

2. Decliniug primary level enrolment

78. Even though the total enrolment of students at all
levels has been on the increase, gross enrolment ratios
at the primary level, as indicated in table II.5, have
steadily declined from 76.0 in the mid-1980s t0 74.3 per
cent in 1992 and is further estimated to decline to 71.3
per cent by the year 2000, Persistent crisis at the first
level is exemplified by declining standards culminating
in high rates of attrition and repetition of classes, over-
crowding, lack of basic teaching materials and low
morale among teachers. The crisis is further exacer-
bated by parents’ lack of confidence in the educational
system due to the rising cost of educa-tion which is ot
accompanied by an increase in formal employment op-
portunities. Due to a myriad of cul-tural factors, girls
have borme a more disproportionate burden of the ongo-
ing crisis than boys. The continu-ing educational crisis
at the primary Ievel is particularly serious for Africa’s
long-term socio-economic development, considering
that the highest rates of return to education are usually
at the primary school level. Swdies demonstrate un-
equivocally the positive relationship between sound pri-
mary education and such diverse spheres as human
capital development, life expectancy, agricultural pro-
ductivity, nuirition, fertility levels, income generation
and child health. Education of girls at this level is even
more important for sustaimable development. “"Poor
primary schools ofiecn compromise the foundation for

3. Middle and high level education also at
crossroads

79. The problems of middle level education in secon-
dary, grammar, teacher training and vocational and
technical education are too vast to be adequately treated
here. However, this level which should provide the
foundation for the building of the middle classes and a
modernizing economy also remains in a state of serious
crisis with inadequate places and deteriorating quality.

80. Higher education in most African countries faces
unprecedented crisis and calls for special attention from
policy makers, A mumber of factors seem to have
considerably exacerbated the situation. The most salient
of these are, inter alia, incessant currency devaluations
and high raics of inflation which reduce the already low
salaries of teachers to well below subsistence levels;
political interference in the operation of universities,
including the appointment of principal officers and pro-
fessors; frequent and prolonged closures of universi-
ties;? student boycotts of classes or strikes by lecturers
and professors; lack of equipment and teaching materi-
als; etc. These factors, compounded by political insta-
bility, translate into a contimuous exodus of university
teachers to foreign countries in search of better remu-
neration and working conditions, and this in wmn leads
to a further decline in the quality of higher education in
particular, and education in general,

Table I1.5: Past, present and projected enrolment at the primary level -

Year Gross enrolment ratic ‘*]L—"—“ Total number of pupils (in millions) |

i T | oM L r 1 tew [ om [ F
1930 79.2 893 69.0 64.1 36.3 27.8
1990 7.9 7.8 65.8 79.5 4.8 357
1992 74.3 80,9 67.5 86.1 47.2 38.9
2000 7.7 781 65.3 104.5 51,2 47.3

Source: UNESCO, Report on the State of Education in Africa, "Education Strategies for the 19%)s: Qrientations

and Achievements®, UNESCO, Breda, 1995,
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4. Number of adult illiterates on the increase

81. Non-formal education and literacy programmes
have not grown fast enough to compensate for the
shortfalls in the formal edycational system. Although
literacy ratios have risen, as can be seen from able 11,6,
the number of absolutely illiterate adults in the region is
still increasing rapidly and is projected to reach 146.8
million by the year 2000. Non-enrolment and high
attrition rates due to poverty and increasing cost of
education at the primary level account largely for the
rising illiteracy in the region. Available information
indicates that the percentage of literacy is highest in
Eastern and Southern Africa, followed by Central Africa
and lowest in West Africa. The ratio is higher for males
than for females with West Africa and North Africa
exhibiting the lowest percentages.

D. Employment and Unemployment
1. Inadeguate job and work opportunities

82. The 1995 World Swmnmit for Social Development
reiterated the inseparable link between poverty reduction
and employment, stating, inter alta, that: "Productive
work and employment are central elements of develop-
ment... Sustained economic growth and sustainable
development as well as the expansion of pro-ductive
employment should go hand in hand. Full and ade-
quately and appropriately remunerated employ-ment is
an effective method of combating poverty and promoting
social integration”. 14 Creating enough jobs and produc-
tive employment to break the vicious cycle of poverty
remains one of Africa’s most daunting development
challenges. The region’s economies have not achieved

enough employment creation

Regions
F

MF M
56.8 66.6

l— Table 11.6: Estimated adult literaey rates (percentages)*, 1980-2000

MF F |
——
Sub-Saharan Africa | 40.2 | 51.8 | 20.2
| Arab States 40.8 | 55.0 | 26.2 | 56.6 53.4{

or enough labour absorption
capacity to keep pace with
population growth, urbaniza-
tion and the rising expecta-
tions of their citizens.

-

83, The labour force in Af-

88.2 87.4 rica is growing at about 3 per

1atin America/ 79.7 22.1 77.5 86.6 87.7
Caribbean

Eastern Asia/ 69.3 | 304 58.0 | 836

Qceania

Southern Asia 39.1 52.8 | 24.5 50.2

90.6J 76.3 | 8.8 I 92.8

62.9 | 36.6

cent per annum while pro-
80.6 ductive crmployment lags be-
hind at 2 per cent anmually.

53.7 | 66.0 | 407

Source: UNESCO, World Education Report, 1995, The population data utilized
are those of the United Nations Population Division database (1994 revision).

Notes: M = Male; F = Female

* Percentage of literate adults in the population aged 15 years and over.

According to the 1995 Afri-
can Employment R.‘:porlt,IS
unemployment in the carly
19905 was estimated at 20.0
per cent for the urban areas.
The number of urban unem-
ployed has been growing at
the rate of 10.0 per cent an-
nually and was estimated to
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bave reached a staggering 18.6 million in 1994. To
arrest this trend, it is argued that the economies of the
region will have to grow at a rate of about 5 to 6 per cent
per annum in order to meet the employment needs of
fresh entrants into the labour force and to reduce the
number of poor people in the region. '®

84. The unemployment problem remains critical in
Africa. High levels of unemployment, particularly
among educated people including university graduates,
is alarmingty high in a mumber of African countries. The
implications of large mumbers of unemployad educated
youth and university graduates are serious for Africa’s
social and political stability. Youth unemployment rates
are about three to four times higher than for older
workers, rising to some 40-50 per cent insome countries.
Among women it is two to three times higher than among
men, partly through gender biases, but also becausc
about 60 per cent of African women aver 15 are illiterate,
compared to 40 per cent of men. It should be noted,
however, that Africa’s unemploy-ment figures do not
fully reflect the actua! situation, Given the small size of
the formal sector, unemploy-ment figures mask many
other related sitations such as underemployment and
under-utilization of skills, the size and capacity of the
informal sector as well as the millions of women and
girls engaged in hidden, non-accounted productive work
in households, family enterprises and in farms.

2. Saturation of the informal sector sponge

85. The urban informal sector in Africa, despite low
wages and low productivity, now accounts for about 60
per cent of urban employment and has to be recognized
as the most significant structural change in African
economies. The sector’s capacity to absorb unemployed
labour is demonstrated by the fact that in sub-Saharan
Africa, informal sectors created 6 million jobs between
1980 and 1986, compared with 500,000 created in the
formal sector over the same period.” The gencral
policy towards this sector, therefore, shouid be to re-
move adminisirative, fiscal and other obstacles to its
growth and to facilitate its employment creation func-
tions with access to training, credit and advisory serv-
ices, productive inputs and improved pro-duction
technology. Financial resources and investment in skills
and infrastructure are urgently needed.

E. The Refugee Problem
Slow progress with repatriation and reintegration

86. The number of refugees and displaced persous in
Africa remains extremely high. About 7 million are
directly categorized as refugees in Africa. This does not
include many internally displaced persons forced to flee
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their homes but were not registered in camps or with any
instifutions or persons who bave privatzly sought asylum
in other countries. As can be seen from the table I1.7,
12 countries in Africa are responsible for over 5 million
refugees, most of them from Eastern Africa. Office of
the United Nations High Commissioner for Refugees
(UNHCR)'® estimates indicate that of the 27,418,000
who come under UNHCR concern, 11,816,000 are in
Africa. This is in comparison to 5,018,300 for Asia,
1,876,400 for Europe, 109,000 for Latin America,
681,400 for North America and 51,200 for Oceania. .

87. The primary causes of this phenomenal wave of
human displacement are political (ethnic conflicts, civil
wars), drought and famine. The latter is responsible for
large-scale displacement of persons now termed environ-
mental refugees.

Table 11.7: Refugee population by country/territory
of asylum and origin, 1995

Country of Main countries of asylum Totat
origin ]
Rwanda Zaire, ‘Tanzania, Burundi 2157 000
Liberia | Chte d’Ivoire, Guinea 767 700
Somalia Ethiopia, Kenya ‘ 455 000
Exitrea Sudan__ | 419300

291 960
382 800

Sudan Uganda, Zaire

Tamzania, Zaire

| Angols | Zaire, Zambia 264 660
Sierra Leone | Guines, Liberia 275 100
Mozambigue | South Africa 90 000 1
Chad Sudan 141 400
Ethiopia_ Sudan o 160 600 |
Mali | Mauritania, Algeria,Burkina Faso 159 700

Source: United Nations High Commission for Refu-

gees, The State of the world’s Refiigees, Oxford Uni-
versity Press, New York, 1995, Tabl¢ 3, pp. 248-249,

88. Conditions permitting, rapid and early voluntary
repatriation of refugees 1o countries of origin is the only
sustainable solution to the African refugee problem.
Towards this end, there have been a number of positive
developments, for example, the recent agreement be-
tween Togo and UNHCR for the voluntary repatriation
of Togolese citizens and the relative political stability in
northern Mali and the Niger which is facilitating the
return of Touareg refugees. In addition, in 1995 alone,
48,087 Eritrean refugees were repatriated from the Su-
dan, 31,617 Ethiopian refugees were repatriated from
Dijibouti while many others registered for repatriation
from the Sudan and Kenya to Ethiopia. The repatriation
of 24,535 Mozambican refugees from Zimbabwe com-
pleted the repatriation operation of all Mozambican
refugees from Zimbabwe. The repatriation of Mozam-
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bican refugees from six peighbouring countries has con-
"siderably lightened the current refugee burden on these
countries and on the donor community. With regard to
- Rwanda, 39,634 Rwandan refugees were repatriated
- from- Burundi, 13,060 from the United Republic of
“Tanzania, and 99,753 from Uganda and 85,988 from
- Zaire, in 1995. Peace in Angola should lead also o the
rerurn of more than 300,000 refugees and hundreds of
.-thousands of displaced people; just as the 1995 Abuja
- peace agreement between the Liberian factions should,
if sustained, hasten the process of voluntary repatriation.

F. Policy Framework for Social
Development in Africa

i. 'What to target and how?

89. The crisis in the social sector remains severe in
most ECA member States despite the modest economic
recovery that is taking hold on the continent. There is
little inter-sectoral coordination and co-operation among
the various social sector institutions, and between them
and the economic ministries, whether at the formulation
or implementation stage. Instead, what obtains for now
are inappropriate social development policies oriented
towatds the urban enclaves and lack of bottom-up ap-
proaches with emphasis on decentralization, self-reli-
ahce and community/grass-root involvement. A serious
. and sustained policy commitment to social development
and greater coherence in social policy in Africa is
urgently needed. [t must incorporate adequately the
formulation and implementation of social development
policies, especially as they pertain to such issues as
population, poverty reduction and sustainable human
development, basic health, education, the pursuit of
productive full employment for all and the integration of
women in the devélopment process. Such a holistic
orientation and integrated approach to development must
ineluctably conceive of social development as an integral
and important component of sustainable and long-term
- socio-economtic transformation.  Besides, it veeds to
address the often-neglected issues of excessive rural-ur-
ban migration, food insecurity, high levels of uncmploy-
ment and poverty., The provision of universal and
com-pulsory basic education must be on the top of the
social policy agenda, and so must be the provision of
basic primary health care. The question of maternal and
child heaith and family planning needs also to be ad-
‘dressed as it ramifies into such other areas as child and
‘maternal health. - Sustainable poverty reduction is in-
separably linked tb the issues of democratization and
- popular participation, which-are today the most prcssmg
issues on the African development agenda.

2. Achieving basic health for-all is an imperative

%0. Achieving basic health for all is thus imiperative for
poverty reduction and sustainable developm:tn " Policies
are urgently needed to address the ma_]m‘ obstacles to the
provision of basic health services in Africa, in particular
the predilection towards curative health care provision.
To do so, integrated and coherent health policies must
be grounded in the principles of primary health care and
WHO/AFRO's African Health Development -Frame-
work which underlines the goals of health for all by the
year 2000,

91. Inconsonance with the Bamako Initiative and Sai-
tama Declaration, " ECA member States must inten-sify
efforts to develop strategies for health care financing
community participation and mobilization for health care
provision and extensive training for comniunity health
workers and the establishment of district health comwmit-
tees. The establishment of critical drug lists and cost-
recovery mechanisms are essential components of sus-
tainable preventive and comumunity health care. Govern-
ment expenditure in the health sector must be
restructured in favour of preventive and community
health care, paying particular attention to the rural and
urban poar, Some of the areas needing urgent attention
are maternal and child health services, especially immu-
nization and family planning programmes, public bezith
education, nutrition, sanitadon and provision of safe
drinking water, the containment of HIV/AIDS, sexually
transmitted diseases and tuberculosis, promo-tion of
healthy lifestyles and stable and safe envirooment, Un-
der the Special Initiative for Africa, significant expan-
sion of Africa’s primary health facilities is projected over
a 10-year period, under the theme, "New hope for the
upcoming generation™. With reduced military expendi-
ture by national govermments, more funding could be
channelled co the sector. Negotiated "debt for health”
swaps al debt cancellations can also enable African
Governments to carry out extensive health sector reforms
for primary health provision,

92. Declared a global emergency by WHO since 1993,
the recrudescence of tuberculosis and its threat to public
heaith in Africa is magnified by the high incidence of
HIV/AIDS-related infections. Treatment,” which is
cheap and effective when available, must be linked to the
treatment, containment and prevention of STDs and
HIV/AIDS, Public health messages which warn people
against casual sex with multiple partners, unprotected by
condoms, should also include TB as 2 disease to guard
against, Ministries of health, family planning and repro-
ductive health agencies and centres must, with the agsis-
tance of United Nations agencies and NGOs, use the
communication media, pbarmacies and other health
structures 1o issue information and ensure availability of
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good quality condoms, as well as the appropriate treat-
ment for HIV/AIDS and ATDS-related tuberculosis.

3.  Greater linkages between education and the
warld of work

93, The World Conference onEducation for All argued
for the provision of basic education for all by the year
2000, as the world’s most important development prior-
ity. Provision of basic education is con-strained by a
number of obstacles however. For example, while the
total cost of achieving universal primary education for
all in Africa during the period 1990-2000 is estimated at
10 less than $US26 billion, Africa’s per capita expendi-
ture op education remains at $US28 compared to $US49
in other developing countries. The allocation of re-
sources earmarked for education is usually to the advan-
tage of second level and tertiary education rather than to
basic primary education and literacy, a situation which
should be rapidly reversed.

94. The finsncing of education also needs radical
changes in resource allocation to ensure justice and
equity between rural and urban areas and between
male/female education. In this regard, ismovative meth-
ods of education cost management are urgently required.
Cost recovery an fee-sharing is one strategy used to
augment state educational expenditures by transferring
part of the education cost to beneficiaries. However, one
of the short comings of this strategy is the reduced access
to education of low-income populations. To overcome
this problem reguires, among other things, that partner-
ships between local communities, students/-parents as-
sociations, employers associations, trade unions,
development partoer organizations, religious bodies and
NGOs be strengthened for increased resource mobiliza-
tion for education in mural areas.
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95. Inmany African countries, educational and train-
ing policies are currently in need of in-depth rethinking
arx{ revision, given that in some cases, high school
leavers and even university graduates cannot find wage
employment, some times for several years. They are
increasingly caught in a situation of long-term structural
incongruence between buman resources development
and socio-economic development. Scicnce and mathe-
matics education have received greater emphasis in the
curriculum in recent decades, but they are still largely
taught theoretically, while instruction in techrical sub-
jects and productive technology is seriously deficient.
Teacher training colleges need also to be strengthened,
Technical training in trades, crafts and engineering fields
such as construction and civil engineering and mechani-
cal engineering create self-employment opportunities
and raise the level of productivity in the informal and
small-scale formal sectors. Agricultural science and
practice also need emphasizing, since agriculture is still
the largest employer and the basis of rural development
and agro-industry,

96. There is need for monitoring, evaluating and re-
porting on the implementation of educational policies
along the lines of the resolutions of the World Confer-
ence on Education for All (WCEFA) at the national and
regional levels. At the national level, 2 government focal
point is required to monitor, evaluate and report on
progress in the education sector. Grass-roots organiza-
tions will also have to be involved in the monitoring
process. At the regional level, UNESCO, ECA, OAU
and ADB should be responsible for reporting to the
Conference of African Ministers of Education both on
progress made and on setbacks to the implementation of
basic education for all. Special attentdon must be paid to
the quality of education so as to develop the appropriate
human capacities and skills needed for sustained socio-
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economic development, including entrepreneurial edu-
cation at all levels.

97. Comprehensive educational and manpower plan-
ning and policies for socio-economic development must
address the very serious problem of brain drain, espe-
cially among highly trained professionals in such diverse
fields as medicine and medical sciences, engineering and
social sciences. These protessionals are trained at a
trememdous cost to Africa.  Among the most salient
factors accounting for brain drain are sharply declining
wages and incoines, declining economic opportunities
and inhospitable working environment, social injustice
and political instability. Halting significant outflow of
highly skilled personnel and attracting those who have
already left will require putting in place effective incen-
tive structures: financial and tax incentives, oppormuni-
ties for seif-emaployment and private practice, especially
for doctors and university teachers. The return home
could further be cushioned with attractive remuneration
packages: for example, job offers, housing allowances
and car loans, affordable mortgages, duty-free exemp-
tions and special customs status on entry of professional
equipment and personal effects. The cost of all these
incentives is relatively small compared to the cost of
current and continued flight of highly skilled manpower.

4. Improvements in hovsing and the environment

08. Most African countrics have experienced sponta-
neous and haphazard urban sprawl and are usuafly unable
to keep infrastructure and services in harmony with
population growth and rising expectations. Systematic
urban development planning and maintenance is urgently
needed to deal with large concentrations of people in a
few capital cities at the expense of secondary cities and
rural service centres. Policies are also needed to arrest
the proliferadon of shanty towns, peri-urban areas and
urban slums and to halt urban decay in African major
cities as old infrastructare detenorates due to lack of
maintznance and new plamed investment, insufficient
potitical and civic commitment and enormous population
pressure.

99.  Within the framework of an urban environment,
sustainable human settlement presupposes, among other
things, adequate shelter for all. Underpinning integrated
human settlements planning is a need for political com-
migment, well-trained staff and strong local and national
institutions for planning and managing human settle-
menis, balanced land-use development within sectors
and in both urban and rurai areas. Given the unprece-
dented high rate of urbanization in Africa and the rising
expectations and demand for basic services, effective
human settlements management and development poli-
cies are urgently needed. These are among the major

issucs 1o be discussed during the forthcoming United
Nations Conference on Human Settiements (Habitat 1)
in Istanbut, Turkey in June 1996.

100. African Governments will need to take advantage
of the ouicome of the Conference, which is expected to
encourage governments and local authorities to build
partnerships with urban dwellers to improve manage-
ment of cities. Policies promoting well-managed and
well-serviced urban centres maximize their mandate and
capacity to function as growth poles and cenires of
economic productivity and social development. Cites
not only offer significant economies of scale in produc-
ticn, employment, housing and services, they provide
also the impetus for innovation and change.

101. Agenda 21 of United Natiens Conference on Envi-
ronment and Development's (UNCED) Rio Conference
in 1992 discussed human settlements, envirooment and
population policies and noted the need to mitigate ru-
ral/urban migration flows. Given the need for balanced
spatial population distribution, governments were en-
couraged to achieve urban consolidation through small-
and medium-sized urban centres and (0 promoie rural
industrialization through labour-intensive projects, job
and agricultural training for women and youth and
effective transport and communications.

102. The above-mentioned Experts and NGOs Work-"

shop on the Implementation of the Dakar/Ngor Declara-
tion and the ICPD Programme of Action stressed the

importance of effective population policies and pro- -

grammes at country level and highlighted such imple-

mentation constraints as the unrealistic targets set out in-
both documents without adequate regard for national

financial and institutional capacities. It also stressed the
need for countries to integrate population and human
settlements planning into ongoing and funre SAPs.

103. Financing and maintaining infrastructure for hu-
man settlements needs national and local budgetary allo-
cation as well as affordable cost-recovery measures. If
urban decay in Africa is to be halted, governments and
city councils and managers need to upgrade standards,

systems and equipment. Garbage dispds‘él“S)'rstérn‘s'iud‘ :
provision and improvement of toilet facilities and basic -

sanitation, piped water systems that deliver clean water

regularly, continwous electricity supplies, health and’ :
education services all require committed management

and an integrated policy coordination.

5. Promoting earnest productive employﬁient and

sustainable livelihoods

164 Informal sector employment poticy both in urban

and rural areas needs far mmore emphasis for employment

a0.
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generation, since strategies aimed at it and at the unem-
ployed may bave more positive impact on the lives of the
majority of the population and the critically poor. The
United Nations System-wide Special Initiative on Africa
urges promotion of employment-generating opportuni-
ties, particularly in the informal sector and sustainable
livelihoods, particularly in environmentally marginal
areas. In this regard, the Initiative supports huilding on
local knowledge and communmity-based action, increased
access to technology, skills development, en-
trepreneurial training and micro-credit and a participa-
tory approach, ¢specially in rural communities in arid
and semi-arid environments.

103. Sustainable rusal development policies geared to
real local resources are part and parcel of policies to
support productive employment and livelihoods. Gov-
ernments have to create alternatives to out-migration
from rral areas. Attention to land reform and access to
land is one of the pre-conditions. Access of rural popu-
lations to water, electricity, transport and communica-
tions, schools and hospitals, recreationa! and other
physical and social facilities is also crucial. To be
effectively implemented, adequate decentralization of
administrative systems is needed, along with budgetary
responsibility at local, district and regional levels. There
is need for governmental action to encourage estab-
lishment of new businesses, industrial units and income-
generating projects in the rural areas. In improving the
conditions in the rural areas, African socio-economic
policy-makers can learn a great deal from the Asian
newly industrialized countries (NICS). These countries
have heen successful in formulating and implementing
policies to pave the way for social transformation
through increased pace of small-scale industriai develop-
ment which however required adequate ruralfagricul-
tural development to create effective demand. They
promoted the transfer of agriculural underemployed
workers to industry and heavy investment in labour-in-
tensive employment in rural areas during the early stages
of development. Investment was directed pat only at
agricultural productivity and expansion but at rurai
small-scale industrialization as well, with well coordi-
nated movement into export-oriented production from
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the early phase of imponi-substitution: industries, There
was also planned and sustained political and budgetary
commitment to human and physical capital development
and investment in agricultural and agro-industrial re-
search and development.

6. Mainstreaming gender issues into all sectors of
development activities

106, Sustainable integration of women in development
can only be achieved within the framework of gender
relations and analysis vis-d-vis tssues such as equity,
equality and justice between men and women. Among
the many recommendations emanating from the United
Nations fourth World Conference on Women are five
priority areas of focus for the next five years. These are
poverty eradication, health, educaton, promoting
women’s human and legal rights and women's participa-
tion in decision-malking.

107, In Africa, women are increasingly becoming the
main income earrers for a majority of households and
the hub of development, particularly ur agriculture where
they play a key role in food production activities in
addifion to traditional domestic chores. S$tll, in many
parts of Africa, cultural traits and taboos have continued
to underpin the marginalization of women in the devel-
opment process: low rate of participation of women in
areas of education and labour force, women’s lack of
adequate access 10 health facilities, their relatively high
unemployment rate in the formal sector as compared to
men as well as their lack of access to credit facilities for
investment in self-employment generaling activides, In
addition, the issues of enhanced women’'s role in the
decision-making process and human and legal rights are
criticaily important, especially in relation to laud tenure
and poverty reduction. These are some of the constraing
that still inhibit gender equality inthe African region and
it is to be hoped that genuine efforts will be made by
African Governments and peoples and their development
partners to enhance the status of women and to imnprove
their participation in the development process within the
framework of the Beijing Declaration and the Platform
for Action.
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III. Medium-Term Outlook and Policy Challenges

A. Macroeconomic Prbspécts for 1996
1, . Modest grounds for optimism

108. The prospects for Africa’s economic performance
in 1996 will be strongly influenced hy the out-turn in a
number -of domestic and external factors, such as the
weather, progress in implementing effective policy re-
forms in the domestic economy and developments in the
international economic environment. As in previous
years, the vicissitudes of the weather and insect infesta-
tion always cast a cloud of uncertainty over fiure
prospects. in Africa, in view of the importance of the
contribution of agriculture to Africa’s aggregate output,
export revepues and employment. But, overall, there
are modest grounds for optimism regarding the African
regional economy in. 1996.

109. On the domestic front, iotal agricultura) production
is expected to increase by more than 3 per cent in 1996,
According to FAQ forecasts, total cereals production
could reach nearly 108 million metric tonnes in. 1996.
This encouraging prospect is based on the good distribu-
tion of precipitation ohserved on the continent as a
whole, in particular, since the beginning of 1996, the
easing of drought conditions in North Africa, drought-
prone Southern Africa and the countries in the Horn of
Africa. Despite the expected good harvests, the per
capita food production index for the region is expected
w drop slightly from 94.5 in (995 w 93.9 in 1996.
Moreover, food prices in the first guarter of 1996 were
13.5 per cent above the level in the corresponding period
in 1695.

110. The industrial sector and, more so, the maoufac-
turing and miping subsectors, are expected to register
growth in 1996, provided there is political and macroe-
conomic stability, further diversification of production
structures and expansion of markets through regional and
subregional cooperation, improvements in critical infras-
tructural services and the strengthening of corupetitive
capacity to take advantage of liberalized trade. Both the
expected good performance in agriculture and the grad-
ual increase in private sector participation in economic
activities offer hrighter prospects for greater industrial
growth inh most countries. Given the changes in the
operating environment and the substantial reforms that
have taken place in the mining sector in many African
countries, a considerable boost to foreign investment
seems likely in the sector. In particular, the strengthen-
ing of subregional and regional cooperation in mining

should result in new invest-ments in exploration, the
transformation of ores as well as in downstream activi-
ties, if cooperative efforts, such as the eniry of South
African mining companies (i.e., Anglo-American Cor-
poration, Randgold, Anglovaal and Gencor) and Ashant
Goldfields Company of Ghana in mineral development
projects in other African countries are anything to go by.

111, The problems of external trade, debt and financial
resource flows are so closely interwoven that nong can
be effectively resolved in isolation; and it is by now clear
that there can be no substantial progress on one front
without a corresponding headway on other fronts. In
1996, a lot wiil depend, on the gne hand, on the evolution
of commodity prices and world demamt and, on the
other, on weather conditions and the resolution of civil
conflicts- and the problems of refugees and internal
displacement which have had, and con-tinue to have,
severe repercussions on the social and economic condi-
tions in some couniries of the region. Progress towards
the restoration of peace and economic rehabilitation in
1996 shouid launch countries previously embroiled in
conflict towards recovery and sustainable development.

112, Despite the recovery in Western Burope, which is
Africa’s traditional market and major development part-
ner, the outlook regarding demand and prices for some
key commodities remains uncertain in 1996, although the
probabie out-turn would depend on the effectiveness of
protective measures pursued by producing countries.
The increase in the prices of primary commodities in
1995 emanated mainly from lower stocks, a condition
which has now been reversed and is expected to have a
negative impact on prices in 1996, Thus, metal prices
fell by 6.1 per cent in the first guarter of 1996 [ed by a
12.3 per cent decline in copper and a 11.4 per cent
decline in aluminium prices. With cotton prices falling
by 13.3 per cent in the first quarter of 1996, prices of
agricultural raw materials edged slighily lower - by 0.6
per cent - during the same period. According o the
International Cocoa Organization (1CCO), the prospects
for cocoa prices are likely to be brighter in 1995-1996
compared to 1994, although in real terms they will still
be below the average for the last three years. Coffec
prices are expected to fall by over 20 per cent in 1996,
on account of declining consumption and the ipeffective-
ness of the retention programme of the Association of
Coffee Producing Countries (ACPC). As a result, the

- ECA commodity export price index (excluding fueis)

shows a 8.9 per cent fall in commaxity prices in the first
quarter of 1996, while the terms of trade based on unit
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values showed a decline of 1,86 per cent over the same
period in 1995. Clearly, if the tends in the first quarter
were to continue, it will not augur well for Africa’s
commodity exports in 1996,

113. On the other hand, the global demand for oil is
expected to rise from 69.6 milliom barrels a day in 1995
to 71.2 million in 1996, and OPEC couniries are ex-
pected to increase their production beyond the 1995
official limit of 24.52 million barrels a day, augmenting
demand sourced pressure on prices. While Breut crude
oil traded at $US16.99/barrel during the last quarter of
1995, it rose to $US21.78/barrel since the beginning of
1996 (Fig, 7). However, curreid projections suggest that
it is unlikely that prices will remain at this level in 1996,
even if they are higher than in 1995,

114, The prospects and outlook for resource flows o
developing countries, including Africa, are discouraging
owing to a combination of factors. First, budgetary
¢cotsiraints and the demands for greater cost-effective-
ness continue to dominate aid policies of industrial
coun-tries. Secondly, the demand for foreign aid re-
sources by the countries of Eastern Europe and the
former Soviet Union are likely o "crowd-out™ African
countries from acquiting anything more than their his-
torical share. These sets of conditions make it more
difficult if not impossible for African countries to mobi-
lize more external financing in 1996 than in 1995,
especially ODA, In addition to the declining ODA
flows, the distribution and quality of aid are also causes
for growing concernt, The distribution of ODA is mark-
edly inequitable and unbalanced, as was fully indicated
in the 1994 UNDP Report on Human Development. Ten
pations in which 66 per cent of the world’s poorest people
live receive only 32 per cent of total bilateral aid.
Furthermare, only 7 per cent of bilateral aid {repre-

senting 70 per cent of total ODA) is earmarked for
"human priorities”. These and other shortcomings in
external aid including questions about the effectiveness
of technical assistance programmes, the use of aid as an
export promotion instrument, the lack of adequate super-
vision and verification procedures, etc., have been ac-
knowledged by the Organization for Economic
Cooperation and Development (OECD) Commitiee for
Development Assistance and underlined a¢ the World
Summit tor Social Development. It is hoped that the
dosor community would re-evaluate and take appropri-
ate measures to make their assistance more equitable and
robustly effective in favour of Aftica.

115. A closely related problem requiring immediate
resolution is the heavy debt burden of the continent.
While the December 1994 Naples” initiatives on external
debt are very important steps in the search for durabie
solutions to the debt crisis of low-income countries (see
box 4), the Naples Terms that were offered by the Paris
Club contain a number of significant drawbacks, judging
by the limited number of African coun-iries that have
benefitted since its launching. Only 11 debt reschedul-
ings were carried out under the Naples Terms during the
first seven months of 1995, as a result of which seven
African countries - Chad, Guinea, Guinea-Bissau, Mau-
ritania, Senegal, Togo and Uganda - were able to cancel
debts in the order of $USH billion. In addition to the
bilateral debt burden, African countries need respite
from multilateral debt which has become massive but up
10 now has pot attracted sufficient attention.

116. African countries will no doubt continue to inten-
sify their programme of economic reforms in 1996 in the
direcdon of growth with stabilization and transforma-
tion. A good sign of that is the growing conver-gence
evident in mosi national budgets and fiscal estimates for
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1995.1996 towards reduced deficits, It is to be hoped
that reform-induced economic efficiency and improve-
ments in macroeconomic policy and in human, instity-
tional and physical infrastructure in 1996 will put the
African economy on a more sustainable footing, making
it more competitive in the world economy.

117. Tn this respect, it s 0 be hoped that the United
Nations System-Wide Special Initiative on Africa, for-
mally launched in March 1996, will assist in arresting
the continued deterioration of social and economic con-
ditions. Under this Initiative, which is the result of
consensus between Africa and its development partners
on the pecessary course of action to meet the major
challenges on the domestic scene, including those con-
nected with wansformations in the global economy, the
major agencies, organizations and entities of the United
Nations system, including the World Bank, have come
together to fashion and commit them-selves to the mobi-

lization of resources for and the implementation of a
number of theme-oriented priorities in Africa. These
are: peace building, conflict resolution and national
reconciliation; basic education for all; health sector
refortns; enbancing food security with special emphasis
on women; harnessing information tech-nology for de-
velopment; capacity building for governance; strength-
ening civil society for development; assuring sustamable
debt relief; poverty reduction through the promotion of
the informal sector; sustainable livelihoods in environ-
mentally marginal areas; trade access awd opportunities;
partnership with Africa through South-South coopera-
tion; tand degradation and desertification control; and
soil quality improvement.

118. The implementation of the Initiative requires a
financial commitment amounting to $US25 billion,
spread over a wen-vear period. These funds are expected
to come from national budgets of African countries as
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well as funds provided by multilateral and bilateral
donors. Inaddition to the substantive aspects, the Umited
Nations system will lead in a pumber of fandamental
reforms to improve the efficiency and impact of interna-
tional development cooperation and ensure, through the
Special Initiative, that the previous initia-tives on Africa
~ United Nations New Agenda for the Development of
Africa in the 1990s (UN-NADAF) and the United Na-
tions Programme of Action for African Economic Re-
covery and Development (UN-PAAERD) - are
reinforced and given added practical expression. The
totality of the reforms would focus on regional fora to
create frameworks for cooperation; national sectoral
programiues to base assistance in key sectors and key
inter-sectoral goals requiring an integrated approach to
agreed national plans of actions under government lead-
ership; and broadening participation in consultative
groups and/or round-table meetings to include private
for-profit and non-profit leaders to enhance the quality
and support of these exercises.

2.  Better GDP growth rate in 1996

119, Based on the above considerations and assumptions
concerning favourable weather and growih in agricul-
ture, mapufacturing and mining as well as expected
performance in the external sector, the ECA secretariat
estimates that overall regional GDP in Africa would
grow by about 2.9 per cent in 1596,

120, The GDP of oil-exporting African countries is
expected to increase by 2.4 per cent in 1996, mainly
because of a likely rebound in ot! preduction and prices
stabilizing at the 1995 level, following the net con-trac-
tion in 1994 and a slight increase in value-added terms
in 1995, The situation in Cenwal Africa will remain
difficult if economic contraction in Zaire continues and
poor growth obtains in the other countries of the subre-
gion. In contrast, there is likely to be a strong recovery
in Southern Africa, an area affected by severe drought
in 1992/1993 and 1995. A 3.7 per cent rate of GDP
growth is estimated for this subregion in 1996,

121. The African LDCs are likely to grow less rapidly
than the African average, with a projected growth rate
of 1.5 per cent, while in the franc zone, output is unlikely
io grow by more than 2 percent. The effect of the 1994
devaluation is likely to be dissipated and limited exclu-
sively to the financial sector rather than to output, except
in a few countries, such as Cote d’Ivoire, where adjust-
ment in the real sectors is progress-ing, and a tremendous
scope exists for production flexibility and positive supply
response.

122. The projected slow-down in the African LDCs in
1996 is mainly on account of the further deteriora-tion
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expected in their economies. In the Sudan, which ac-
counts for 12 to 13 per cent of the total GDP of the group,
GDP decline is Likely to intensify, falling from -2.8 per
cent in 1995 w -5.8 per cent in 1996, due to the
persistence of drought and civil conflict coupled with
severe infrastructural problems. For Zaire, a counry
that accounts for more than 8 per cent of the total GDP
of African LDCs, 1996 promises to be another year of
recession, in view of the difficulties that have continued
to face the Government for the past six years in restoring
the productive capacity of the economy. A decline of
-2.2 per cent in GDP growth is projected for the country.
The anticipated deserioration of the overall economy of
the African LDCs in 1996 can be attributed to the raging
civil war and disorder in Liberia, the stalemate in So-
malia and the slow progress towards rehabilitation,
resettlement and reconciliation in Burundi and Rwanda,

B. Medium-term Policy Challenges in the
External Sector

1. Overall external environment remains daunting

123, Many African Governments have begun the proc-
ess of rehabilitating and rebuilding their buman, physical
and institutional infrastruciure and have created modali-
ties to exploit the synergy between public and private
sectors. They have introduced market- and growth-
friendly policies and have persisted courageously in the
arduous and often politcally risky reforms, some of
which, no doubt, need to be deepened and broadened in
order to create an enduring culture of efficiency and
dynamism. There is need to undertake additional insti-
tutional reforms to improve management standards and
raise the level of pro-ductivity, particularly inagriculture
and manufacturing. Rehabilitation and, in some cases,
privatization of public enterprises will need to be coupled
with measures that stimulate investment capabilities and
empower-ment of the private sector, so that the share of
private sector emterprises in the development process
could assume increasing proportions. Despite the fun-
damental and hopefully irreversible domestic reforms,
the medium-term prospect continues to be threatened by
exogenous factors, And no where is this more daunting
than at the level of the external environment.

124. The current trends in the world economy, such as
the globalization of production and markets, rapid tech-
nological change and the proliferation and intensification
of regional trade blocs have, among others, further
gathered momentum and only countries with a reason-
able degree of global competitiveness stand to bepefit.
It is regrettable that African countries have the least
leverage or influence on the out-turn in prices of primary
commodities, the volume of resource flows and external
debt. While adjusting to these externaily mediated pa-
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rameters in the mediam term, they would need {0 mutate
and modify their export mix through intensive diversifi-
cation and rectify their dependence on extermally gener-
ated resources and stimuli through intensive and
extepsive domestic resource mobilization and efforts at
internal economic re-orientation. Although Africa’s re-
cord in adjusting to the fasi-changing external environ-
ment has been very poor in the past, current perceptions
and efforts to attenuate their detrimental impact and take
advantage of the unfolding opportunities provide strong
grounds for optimism in the medium-term {see box 5).

2.  Relatively static commodity structure and
declining shares in world trade

125. Most importantly, Africa has failed to take advan-
tage of the dramatic growih in world trade. Between
1960 and 1990, world exports increased at an annual
average rate of 12 per cent while the corres-ponding
figure for Africa was a mere 3 per cent. Africa has also
been by-passed by the couspicuous trans-formation in
commodities traded globally. The income inelastic na-
ture of demand for primary products has been such that
there has been a noticeable shift in giobal demand.
Demand for industrial inputs, such as minerals, has been
declining because of the increased cfficiency of synthet-
ics in resource use as well as transformation of the nature
~ of industries in the developed countries, while the de-
mand for beverages and tobacco has been badgered by
health-conscious consumers. In 1993, approximately 80
per cent of Africa’s foreign exchange earnings derived
from primary commodities, while imports of manufac-
red goods accounted for 74 per cent of the value of
iotal imports. The comparable figures for 1930 were 93
and 72 per cent, respectively, Most African countries
continwe to rely on the same primary commoditics they
did inthe 1960s and 1970s. Countries heavily dependent
on the export of coffee and cocva three decades ago
continue to obtain their foreign exchange earnings from
these commodities in the 1990s, as do exporters of
petrolewm and minerals. While the volume of primary
commodities in world trade declined from 36 per cent in
1970t 19 per cent in 1994, the structure of exports from
Africa has remained more or less the same, with contin-
ued dependence on primary commodities as the sole
source of foreign exchange earnings.

126. African producers have also been "crowded-out”
by new producers of primary commodities in other
regions, Countries in Asia and Latin America have now
become major competitors in such products as coffee,

tea, cocoa, timber and minerals. These countries were -

either importers or were very small players in the world
market three decades ago but they have since made
phenomenal success through strident diversification in
production and trade, Inevitably, the static nature of the

structure of exportable commodities has reduced Af-
rica’s share in world exports from 10 per cent in 1950
to 2.2 per cent in the 1999s.

127. World trade is expected to increase by $US210
billion annually in the post-Uruguay trading order, of
which 30 per cent will be shared by developing countries.
In the medium term, Africa stands to benefit the least of
all the world’s regions, given its weak capacity to
respond {0 new opportunities created by the emerging
international trading environment, and production struc-
tures that do not readily lend themselves to global
competitiveness. To benefit from the posi-Uruguay
Round trading order and not lose $US3 billion annually
- as anticipated by the IBRD/OBCD study - it is impera-
tive for Africa to reform and modernize its production
structures to produce goods that are comperitive in world
markets. There are stringent requirements for guality
control in European and North American markets, and
indeed world-wide, which will have to be met by African
exporters if they are to penetrate those markets. Efforts
must be galvanized to enmsure production of quality
goods, greater standardization, and quality assurance
and enhancement in the African countrics. Even so,
Africa might still find it difficult to penetrate highly
protected markets as current indications are that the
world trading system continues to be clouded with pro-
tectionist pressures, growing resort to discriminatory
non-tariff barriers prompted by macroeconomic imbal-
ances and increasing tendencies toward bilateralism and
regionalism at the expense of multilateralism.

128. The favourable price increases of primary com-

modities in 1994 and 1995 are by no means assured in

1996 and beyond, as world prices may ressme the

cyclical pattern they have always assumed, under pres-

sure of a longer-terme downward trepnd in consumption of
pnmary raw materials per unit of output. Since the

adoption of the Inte-grated Programme for Commodities

(ICP) and its centrepiece (the Common Fund adopted by

UNCTAD IV in Nairobi in 1976 and other compensatory

financing facilities including STABEX and SISMIN of
the European Union), no real substantive progress has

been achieved. The trend towards advances in techno-

logical progress in the production of synthetics and
substitutes which depress demand and, hence, prices of
major primary commoditics has been reinforced.

129, The building up of commodity stocks and surpluses
as one key element for comaining inflation in industrial-
ized countries is likely to continue as long as the mone-.
tary policies of these countries target price stability at
the expense of employment. According to a study by the
Petroleum Industry Research Foundation, every doliar
drop in the price of a barrel of crude oit is, within a year,
expected 10 raise GDP in the OECD countries by about
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one-tenth of one per cent on average, and to reduce
inflation and interest rates by roughly the same amount,
Most analysts of the commodity markets believe that
depressed com-modity prices will continue well into the
first decade of the next century and that the burden would
disproportionalng fail on the foreign earnings of the
poorest region. ” It has been estimated that the trade
losses of Africa may inthe process be equivalent to about
3 per cent of GDP.

130. The external secior in Africa is likely to benefit
however from the ongoing agreements to cut production
to stabilize commodity prices. For example, the mem-
bers of the ICCO have decided to abandon the buffer
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stock in favour of export retention schemes, and to keep
production levels - at least until the 1998-1999 crop -
down to 2.8 million tons, below the 3 million tons level
projected by ICCO. The plan was to restrain production,
so that world stocks would not be more than 30 per cent
of annual consumption, a move which was found to be
more suitable than the use of buffer stocks intervention
to control prices.

131. The oil market is now stabilizing at $US18.63 for
Brent and $US16.7 and $US19.71 a barrel respectively,
for medium and heavy crude. However, the current
production of 1,450 million b/d is likely to increase
significantly in 1997 onwards as a result of the expected
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entry of Iragi oil into the international market and
above-guota production by OPEC members, With ex-
cess supply in the international market, oil prices are
expected to fall, depressing export earnings, while the
lower prices would impact negatively on the oil export-
ing countries. In the short-run, most of the debt-stricken
oil importing African countries are expected to benefit
from the conjunceion of lower oil imports bills and lower
interest burdens on loans.

3. Durable solutions needed for debt overhang
and resource flows

132. The prolonged debt problem would continue to
pose a major challenge for Africa’s development in the
edium term. Debt has emerged as a development
problem since 1986, when the rate of interest soared and
commodity prices fell to unprecedented levels. By the
end of that year, the very long-term natwre of the
debt-service problem for a number of African countries
had become apparent. UNCTAD VII in August 1987
reached an understanding in favour of a more flexible
approach to the debt strategy. Specifically, the Final Act
underlined the need for a cooperative debt strategy which
would take into account a number of factors bearing on
an individual country’s capacity to repay its debt without

uruly hampering growth or the implementation of
structural adjustment programmes (SAPs). Since then,
and despite subsequent initiatives, the debt problem has
accentuated to various unsustainable levels,

133, Ope of the major causes of the increase in external
indebtedness of commodity-exporting developing coun-
tries has been the fal{ in real commodity prices. As such
prices become more and more depressed in real terms,
debt overhang is projected to accelerate further despite
international strategies for debt reduction. The debt
reduction/rescheduling initiatives, including the Toronto
Terms and Enhanced Toronto Teoms and, more recently,
the Naples Terms, collectively fall short of whai is
required to alleviate the debt burden of the heavily
indebted countries, particularly in light of falling export
earnings occasioned by declining commodity prices.
New approaches embracing effective mechanisms for
dealing with the immediale issue of depressed prices,
excessive price instability and the revitalizaton of
growth in the affected countries are thus required.

134, In an environment of declining commodity prices,
slow growth in trade and reduced capital flows, the
prospects are that debt- servicing would continue to be
a protracted problem and the interest due on rescheduled
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loans may need to be rescheduled several times in the
foreseeable future if debt service is to be reduced to a
level consistent with the availability of extermal re-
sources. Until a durable solution is achieved within the
framework of an integrated, growth-oriented straiegy
and mechanism, the debt overhang would persist at
-unmanageable levels to the detrimeat of growth in many
African countries.

135. In recognition of the unsustainable situation in
countries with beavy debt burden - most of which happen
to be among the poorest countries - the leaders of the G-7
countries have agreed on the peed to look for new
initiatives on the debt issue and have consequently re-
quested the Bretton Woods institutions to develop a
comprehensive approach to assist countries with multi-
lateral debt problems. In response, the World Bank and
the IMF have undertaken a study entitled "A framework
of action to resolve the debt problems of the heavily
indebted poor countries” which hopefully will form the
background to a new debt initiative. In the study, the
Bank and the IMF have proposed the launching of a
“Multilateral debt reduction facility" which will take the
form of an imermational trust fund, geared to providing
addidonal assistance to the heavily indebted poor coun-
tries on a case-by-case basis.

136. Innovative and comprehensive as the initiative
drawn up by the Bretton Woods institutions for resolving
the debt crisis and reducing debt stocks to sustainable
levels may be, its financing provisions are not so clear
and, at best, look rather inadequate, while the time-frame
for its implementation is unnecessarily long and the
eligibility criteria are rather stringemnt. There is a three-
step approach in the IMF/World Bank proposal on debt
management. The first stage will generally involve a
period of three years of adjustment programmes, after
which the IMF and the World Bank will prepare a debt
sustainability analysis on a country to see what improve-
menis there were in a country’s debt profiles. If the
analysis suggests that a Naples Terms agreement will not
produce a sustainable debt profile, the country can waive
immediate debt relief and opt for inclusion in the new
initiative. The countries embarking upon step two will
receive 2 guarantee that, after a further three years of
track record with the IMF, during which they receive
additional relief (of up to 90 per cent) on debt servicing
from the Paris Club, and comparable treatment from
commercial and non-Paris Club creditors, they will be
provided with an exit strategy which will reduce their
debt obligations below a sustainable threshold. The
multilateral creditors could join with other creditors in
providing grants and concessional loans. Ifat the "com-
pletion point”, at the end of the third year, the country
is stil] overburdened by its debt obligations, it may then
be considered for the third phase when it will be eligible
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for 90 per ceut of debt stock reduction from the Paris
Club, and could also expect further assistance from the
other categories of creditors.

137. The African region has also not bencfitied much
from the flow of externai private capital that has become
a major source of financing for developing countries.
The flow of such capital to African countries rose only
modestly, from $U83.8 billion in 1994 to $US5.1 billion
in 1995, Africa’s share of world total private resource
flows amounted to a mere 3 per cent in 1994 and only
rose to about 9 per cent in 1993, So far, only two
countries - South Africa and Tunisia - have developed
the requisite institutional framework and financiai infra-
structure and respectable credit rating that would allow
for a high degree of integration between domestic and
global financial markets, and a recourse {0 international
capital through public and private bond offers and port-
folio investment. The nascent stock markets in African
countries are for the most limited in the value of raded
shares and rather unstable in performance due to inade-
quate infrastructure and unreliable regulatory frame-
works to earn the confidence of potential international
investors.

138. Itistobe hoped that, in the years ahead, the number
of countries with the potential to attract foreign private
capital will increase, given the dire needs of development
financing and more so of the non-deht creating types.
The opening up of transport, telecommunications, en-
ergy, mining and the financial services sectors - sectors
that appear to be favoured increasingly by the interna-
tional private capital markets - along with the gathering
momentum of improved macroeconomic performance
and environment for private investment in Africa and an
ever-broadening readaptation and adjustment of the con-
tinent’s tnstiutional mechanism and financial stnictures
- to investinent market conditions are expected to create
and sustain the interests of external investors. Some of
the international investors that traditionally play in the
market are already looking for ways and means to
position themselves in emerging markets with potentials
of high rates of return and are likely to see sub-Saharan
Africa, which has one of the best realms on investment
in the developing couniries, as a fair opportunity for
portfolio diversification. There are already very encour-
aging indicators on the horizon. Baring Asset Manage-
ment is reputed, for example, to be planning to invest in
nine sub-Saharan African countries as well as in Mo-
rocco, Egypt and Tunisia. Mercury Asset Management
envisages making small investments in Zimbabwe and
Ghana, for a start, while Framlington, the UK fund
owned by the French banking group, Crédit commercial
de France (CCF), is launching a closed-fund to invest in
the CFA zone countries. Other initiatives such as the
West Africa Growth Fund are targeting companies
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scheduled to be privatized in countries like Cameroon,
the Congo, Céte d’Ivoire and Senegal.

C. Mobilization of Domestic Financial
Resources: The Priority Area for Policy
Development in the 1990s

1. Need for new approaches

139. Mobilization of domestic financial resources has
become a central issue in the current vision and strategy
of African development. With the expected decline in
external respurce inflow and with little or no prospects
for any major improvemenis in accessing external sav-
ings, particularly in the form of ODA and pon-debt
creating foretgn investment in the short and medium run,
African countries need to redouble their efforts in in-
creasing domestic resousce mobilization to the maximum
extent possible. Indeed, increased dependence on do-
mestic resources has become an integral component of
Africa’s development enterprise and of the stabilization
and structural adjustment initiatives now under imple-
meniation in many African countries.

140. Closely connected with the effort to mobilize finan-
cial resources is the need to ensure efficient management
and judicious allocation of these resources. Attainment
of an overall rate of growth of 8 per cent per anum is
presuined to double the per capita income over the next
decade and is estimated to require an additional invest-
ment of about $US4S billion per annum at 1990 prices,
over and above the present level of $US115 billion,
raising the level of annual investment 1o $US160 billioo.
Most of this additional funding must be mobilized from
domestic sources given the poor prospect of external
resource inflows.

141. Tt is by now clear that to attract sizeable external
resource inflows, particularly the non-debt creating type,
Africa has to achieve considerable success in mobilizing
its own domestic resources and build up its humao and
infrastructural capital. Consequently, the search for
additional investible resources must be iaward focused.

142. By minimizing their dependence on externally gen-
erated stimuli and resources, African couatries would
have made the conscious deciston (o assume the primary
respousibility for financing whatever additional invest-
ment is required o propel their economies in the years
ahead. By reducing inefficiency, creating an environ-
ment copducive 1o the retention of savings within their
individual countries, reversing capital flight and, above
all, encouraging savings through appropriate policies
and necessary instirutional mechanisms for its intensive
mobilization, they could place themselves in a situation
in which they would be able to provide the necessary

resources to fipance the additional investment. The
challenges of initiating and fostering a self-reliant and
self-sustained socio-economic transformation will not be
an easy task, it must be fully realized, unless the present
trends in savings can be substantially improved.

143. Inview of the level of resource mobilization in the
pasi, governments should be more aggressive in the
mobilization of tax and non-tax revenue. The formal
financial institutions were equally guilty of complacency
in resource mobilization, focusing more on the lending
end. A successful resource mobilization drive needs to
be waged if additional investable resources are o be
made available to enable economic growth. A concerted
drive should target all the saving units in society, begin-
ning with the savings of the government and including
the business and houschold sectors.

2. Putting in place sound macroeconomic policies

144. The stabilization of prices and exchange rates so as
to have a positive real rate of requrn ou domestic assets
is a preconditfon for the mobilization of domestic sav-
ings. A sourd macroecopomic policy is necessary also
even if it is not a sufficient condition for successful
mobilization of savings.

145, In the pre-SAP era, interest rates usually remained
fixed for long periods and were not revised in the light
of inflation trends which sometimes kept the real rate
below zero. The passive role accorded to the ingerest
rate stemmed perhaps from the conviction that the major
deierminant of saving was income, and not the interest
rate, and that this later depended on the volume of
invesment. The implementation of SAPs reversed this
logic in many countries and liberated the interest rate
along with credit from the control and management of
the central banks, leaving the determination of their level
and the allocation of resources largely to market forces.
The trend in seyeral countries iowards more liberal trade
and exchange rate policies and the abolition of excessive
regulatory and control mechanisms created a more
market-friendly environment in which the private sector
would play a greater role in the mobilization and utliza-
tion of domesunc financial resources. These policy direc-
tions are expected to increase domestic savings, improve
the efficiency of resource use, minimize and reverse
capital flight and increase the volume of external re-
source inflows.

146. The liberalization of the financial and foreign ex-
change markets have been controversial. In many of the
countries where these policics have been pursued, the
values of domestic currencies have fallen precipitously
and nominal tuterest rates have increased substantially,
compared to the pre-SAP years. Whether the huge rise
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in interest rates has increased savings, coutributed to
stabilize the economy and led to the improvement in real
GDP growth, remains debatable. One view is that the
high nominal interesi rate is in fact responsible for the
slow growth of GDP, inflationary condition and deepen-
ing poverty in some of these countries by reducing
investment and capacity wtilization and employment.
However, the other view points t0 the examples of
countries, mainly from cutside the region, where the
policy has been relatively successful, in the sense that
real positive inierest rates have been achieved without a
huge rise tn nominal interest rates, Thus, it is necessary
to examine each situation on its merits, since it is often
inadequate to assess the impact of a single item ina policy
package without considering the context in which it is
implemented.

147. Fiscal poticy, and especially tax policy, has an
important role to play in the mobilization of financial
resources. These policies should aim at increasing the
rate of savings and investment, and encouraging the flow
of investment into desirable channels. Anincrease in the
proportion of national income devoted to capital forma-
tion shoukd be one of the primary aims of fiscal policy.
Resource mobilization could also he augmented through
suitably designed and judiciously implemented monetary
policies. Monetary policy plays its role in economic
development by influencing the supply and uses of credit,
combating inflation and maintaining a healthy balance-
of-paytents position.

3.  Promotion of the savings habit

148. Since both the government and public enterprises
have very low or negafive savings rate in many African
countries, most of the savings have had come from the
private sector. However, shaliow financial systems,
lack of confidence in financial institutions and inadequate
government policies have depressed private savings. An
increase in domestic financial resources for the attain-
ment of maximum growth is the responsibility of gov-
ermments witich, through its fiscal and monetary policics,
can sharpen 10 a very large extent, the incentives for
bousehold and private enterprise savings.

149, The savings habit of African households has im-
pressively demonstrated its resilience even under the
most difficult of circumstances. These savings are usu-
ally oriented towards hoarding or easily inaccessible
forms with only a small fraction being held as deposits
in finaucial institutions, This apparent limistion on the
mobilization of household savings can be altered through
appropriate and innovative policies.

150. The capacity of a country to mobilize the savings
of its population depends on the degree of monetization
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of the economy, the extent of development of the finan-
cial institutions and the range of financial instruments
available. The development of the financial sector is
therefore a prerequisite for the mobilization of savings
and the availability of a wide variety of financial instru-
ments offers savers an altcrnative to holding their port-
folio in physical assets. The lower the level of
development of the financial sector, the higher would be
the proportion of savings beld in physical assets and the
more difficult and costly would be the effort to mobilize
domestic savings.

151. Modern financial institutions are the sine qua non
for effective resource mobilization and its productive
utilization. Unfortunately, the development of these
institugions in Africa has been very inadequate and often
limited to the urban milieu. Because 60-70 per cent of
the African population live in the rural areas where
comimercial banks and other formal financial institutions
are 1ot very aciive, many countries have attempted o
reach this segment of society through specially designed
banks. These bauks (rural baunks, post office savings
banks, cooperative and community banks, among others)
mobilize resources and provide credit o small borrow-
ers. Two countries where rural bauks are welt developed
are Ghana and Nigeria. In Ghana, the Bank of Ghana
established commercially oriented unit banks across the
rural countryside in the 1970s. These banks operate with
share capital controlled by the residents and with the
active participation of the central bank. The Board of
Direciors and the staff are drawn from the commnnity.
In the 1980s, the rural banks proliferated particularly in
the cocoa-growing regions and were active in making
payments to cocoa farmers. In 1977, the Nigerian
Govermmnent launched the Rural Banking Scheme (RBS),
with a network of branches in all parts of the country, 1o
mobilize mural savings and provide credit. Rather than
establish new banks as in Ghana, the Nigerian Govern-
ment required all existing commercial banks to expand
their network of branches in the rural areas. However,
in 1989, the Nigerian Government established new banks
- the People’s Bank and the Community Banks - with
public funding. These were eventually o be owned by
the members of these institutions. These types of banks,
if successtul, are likely to access more casily the financial
resources of the rural population, provide needed credit
ar reasonable interest rates and forge a closer link be-
tween the formal and informal financial institutions.
Above all, the community-based banks of whatever
genre should contribute to the development of the bank-
ing habit of the population and strengdien the resource
mobilization drive.
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4.  Strengthening viability of formal and informal
financial institutions and their linkages

152, The extent to which financial institutions can con-
tribute to the mobilizadon of private savings depends on
their spread in the economy, among others, through the
branch networks of commercial baunks, Convenience
aund proximity of commercial banks to savers and their
vigour in stimulating saving can have a positive effect on
financial resource mobilization. A measure of the pene-
tration of commercial banks (and other financial institu-
tions} in the society is bank density, measured in tenns
of the number of branches relative to the population and
their geographic spread throughout the country. Based
on this measure and particularly their location, the
evidence is one of considerable insufficiency, Even in
countrics such as Kenya and Nigeria, where the density
is high relative to the other countries in the region, there
is a marked bias for the large urban conglomerates,
leaving the huge rural population to be served by a
variety of informal financial arrangements.

153. Because of the failure of commercial banks to cater
to the needs of the smalt savers and provide development-
oriented long-term credit, specialized saving institutions
have been organized in many countries, usually under
the aegis of the central bank. These include the post
office savings banks and credit unions and the specialized
banks. Among the latter, the most prominent are the
development banks which are created to meet the long-
term credit needs of the investing public and are usually
specialized sectorally to focus on agriculture, industry,
services and construction, among others, While their
primary function is to make financial resources available
for projects whose needs are not served by other financial
institutions, they conld also stimulate the development
of capital markets by selling their own stocks and bonds,
helping enterprises float their securities and selling from
the portfolio of their equity investment. On the whole,
however, development banks have not been very suc-
cessful in mobilizing domestic resources, but have usu-
ally served as a comuit for onward lending of public
funds and externally mobilized financial resources to
domestic enterprises. The issue for future policy is how
to activate and sustain the capacity of these development
finance institutions to coontribute significanily to the
mobhilization of domestic financial resources to finance
the investment needs of the private sector,

154, In this connection, the role of Africa's capital
markets, which are still grossly under-developed, needs
to be underlined. Although the development of these
emergent markets in a few countries such as Nigeria,
Kenya, Zimbabwe, South Africa and the North African
coumiries, including Morocco, Tunisia and Egypt is
encouraging, their role in intermediation between savers
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and investors is still very limited. During the pre-SAP
era, the development of capital market was hindered by
lack of both demand and supply. Existing companies
and new investors relied more on own savings, retained
earnings and most importandy on bank credit. On the
supply side, the problem was one of weak or non-existent
institutions that would provide legal safeguards and
undertake the marketing of shares (stocks) at denomina-
tions sufficiently low to attract the small savers. These
and other factors have limited the supply of savings
flowing through the stock markets.

155. The extensive privatization of public enterprises
under SAPs public sector and prudent borrowing from
the private sector offers governments an opportunity to
expand local capital markets. However, many govern-
ments are saddled with public enterprises for lack of
buyers, mainly because they offer whole companies for
sale rather than pursue the alternative of selling shares
in small tots, which might be attractive t© small savers.
The disposition of public enterprises through the floating
of shares bas a number advantages. It fulfils the objec-
tive of privatization, spreads the benefits of share own-
ership among the population and coanisibutes to the
mobilization of domestic savings. Gnvernments could
shift their source of furding from the financial institu-
tions and particularly the central bank by reaching out to
the private sector through appropriately denominated
bonds and treasury bills and other negotiable instruments
tradeable in secondary markets.

156, Many African countries have a long tradition of
well- articulated informal financial institudons providing
essential services to the small saving and producing units
whose needs are not catered for by the formal financial
institutions. They are extensively spread, both the rusal
angd urban areas across Africa. They not only exist side
by side with commercial banks, post office savings
banks, erc., but they do thriving business both in mobi-
lizing savings and extending credit from and to their
customers who include people with accounts in the
formal institutions. While the exact number and nature
of informal savings institutions as well as the number of
participants are hard to come by and the volume of
resources are difficult to quantify, their comprehensive
outreach are nevertheless presumed to be extensive.
While the variety of informal financial institutions are
vast, the most popular and widespread are those engaged
insavings, loans and muual aid schemes. Ttis generally
believed that a significant proportion of private saving is
channelied through these well-developed informal insti-
tutions. '

157. A closer examination of the workings of informal
financial instimzions reveal their user-friendly nature. In
looking for ways of holding their savings or borrowing,
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people put a premium on convenience and confidence.
Convenience includes attributes such as accessibility and
proximity; simplicity of operations; liquidity; and secu-
rity, The traditional savings institutions meet these
requirements. No complicated and arduous paper work
is involved for membership. Once engaged, the "com-
pulsory" nature of the "voluntary" contributions often
make them artractive to members since they are forced
to save, as opposed to the situation with deposits in the
banks. The informal institutions also enjoy qualities and
characeeristics that veed to be emulated by the formal
financial instiwutions: their cost of doing business is very
small and consequently are much more efficient: the
default rate and non-performing credit are also much
lower than in banks; and they are not constrained by
interest rate regulations, liquidity and reserve require-
ments, rendering their operations competitive.

158, This idealization of the informal sector should not
mask their weakness, however. They are small, frag-
mented and often the resources they mobilize ate insuf-
ficient to trigger Jong-term benefits. The policy
challenge calls for developing these institutions to better
serve the society and to bridge the pap between excess
liquidity of banks and shortage of credit. Excess liquid-
ity in the commercial banks co-exists with unmetdemand
for credit it the small-scale enterprise sector (both urban
and rural areas). 1t also means that many households and
small enterprises lack access to saving instruments.
While the forma) financial insiitutions remain the key to
the mobilization of long-term savings, the need to forge
a strong linkage between the formal and informal finan-
cial institutions becomes important considering the
grassroots reach of the latter and their persistence and
durability, Regardless of the degree of financial liber-
alization or the proliferation and geographical spread of
formal fimancial institutions, the informal financial insti-
tutions will survive and exploit the niche. In additon to
supporting the efforts of the formal financial institutions
outreach, the linkages could further enhance the opera-
tions and contributions of the informal financial institu-
tions. Besides organizational and managerial constraints
which tends t0 keep them small and fragmented. the
financial resources they mobilize are likely to remain
small relative to the potential and may not be produc-
tively utilized. Secondly and equally important is the fact
that savers do not benefis from interest on their savings.
Despite these limitations, the traditional financial insti-
tutions are valuable complements to the modern financial
institations,

159, Therefore, forging a strong link between them
should be an essential part of the strategy for improving
the institutional framework for the mobilization of do-
mestic resources. One way of forging the lnk is to
institute 2 mechauism through which a two-way flow of
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financial resonrces could emerge. While the formal
financial institutions serve in many cases as custodians
of funds mobilized in the informal market, what is
lacking is the reverse flow of resources in the form of
commercial banks loans to informal sector operators,
and the channelling of resources through the informal
financial institutions for on-lending. Such an arrange-
mcnt could bestow a number of advantages. Commer-
ciaj banks, particularly those suffering from “excess
liquidity syndrome" could find profitable uses for their
resomces, while creditors could enjoy lower interest
rates and the informal intermediaries maximize their
profit through higher volumes at lower interest rates. A
successful networking between the formal and informal
institutions would therefore minimize the fragmentation
of the financial market, increase efficiency and maximize
benefits all round,

160. Another approach that is worth fooking into is the
formalizacion of the informal financial institations. Cp-
erators in the informal sector could he encouraged to
graduate into more permanent institutions and their op-
erations enhanced through technical assistance from the
central bank and other financial institutions. Extensive
and intensive training with the techaicalides of book-
keeping and modern management, assistance in organ-
izational set-up could liberate them from the trappings
of their transitory nature and diminutive size.

D. Mabilization of Savings by the State:
Improving Viability of the Government
Budget

161. Financial resource mobilization is largely influ-
enced by the monetary and fiscal systems and institutions
operating in a country. Governments could play an
important role inmobilizing domestic financial resources
for economic development both indirectly by providing
fiscal and monetary incentives that will facilitate the
stepping up of private savings and productive invest-
ment, or directly through surpluses in their recurrent
budgets, involving the rationalization of government
expenditure in favour of infrastructural development and
public utilities, and the broadening of government reve-
nue base and climination of financial leakages.

1. Upgrading tax administration

162. On the revenue side, in many African countries,
the tax structure has a narrow hase, Taxes on imports,
sales and excise taxes on a limited range of consumer
items, such as tobacco, petroleum products, and bever-
ages provide the bulk of tax revenues of most African
countries. Since many African countries have been
forced to restrict imports in recent years on account of
unfavourable terms of trade and other factors affecting
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their foreign exchiange earnmings, the base for import
taxes has comrespondingly narrowed. Revenue from
import taxes were further aggravated by the drastic
reduction of the marginal rate. Therefore, any policy to
expand revenue in the state budget will inevitably call
for upgrading tax administration, expanding the tax hase
and introducing new taxes.

163. Many countries in Africa lack an effective and
efficient tax assessment and collection mechanism. 1In
countrics where the tax administration 1s weak, sources
of revenue that inipose heavy burden on admimisirative
resources are less intensively exploited focusing on those
sources that are easier to administer. The system of
administration needs to be drastically upgraded by insti-
tuting an effective tax authority, mauned hy the neces-
sary personnel to properly and honestly execute the task
and backed by appropriate tax laws that are simple to
administer with severc penalties for evasion,

2. Spreading the tax net

164. While improved tax administration is necessary, it
is nevertheless insufficient to maximize governmment
revenue. Inaddition, the tax net needs o be cast widely
enough to capture all potemtial tax payers, including
operators in the informal sector. The informai sector in
Africa has two distinct characteristics that are important
from the standpoine of tax coverage. Firstly, it is vast
in number of operators and is involved in practically all
types of activities. From an already large base the sector
has been growing at a fast rate in recent years parily
because of the failure of the formal sector to expand at
a rate fast enough 10 accommodate and capture the
growing population. Secondly, they are peither regis-
tered not accountable to the authorities and do not pay
taxes. Given the growing importance of this sector, their
large mumber and their potentially exicnsive revenue
base and for reasons of equitable tax administration, it
is important to bring them under the tax net. The process
of inducting these operators into the tax net could take
two formis, based on their size and activities. The
relatively large operators could be required to formalize
their operattons by obtaining licences, keeping records
where this is possible and obliging them o pay taxes.

165. The formalization of the bigger informal operators
is bound to leave out a good proportion of the informal
sector outside the tax net. To draft these operators into
the tax net and further widen the tax base, governments
could design special methods. The easiest and the most
common approach is the imposition of the presumptive
tax whereby lump-sutn taxes are levied on zll small-scale
activities based on standard assessment using simple
indicators or proxies to estimate their taxable income.
Where these methods are difficult, as is likely to be the
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case, the tax authority could impose a flat himp-sum tax
based on some assessmient of capacity to pay.

.  Reforming the structure of taxes

166. In addition w reforming the process of tax admim-
stration and expanding the tax base, it tnay be necessary
to change the tax structure and consider the viability of
applying conswoption tax in order to minimize tax
evasion. The multiplicity of indirect taxes such sales tax,
transactions tax, excise 1ax, etc., that are currently in use
in many countries could be simplified by lumping these
into a single rate. Secondly, the nature of the tax could
also shift to consumption ax as well as value added tax
(VAT) to facilitate collection and eliminaie the cascading
effect. The shift from multiple 12x to a single consump-
tion tax, particularly thosc argeting luxury goods, has
extra advamcages in that it reduces the burden on tax
administration and encourages savings by deterring con-
sumption, These measures taken as a whole are likely
10 expand the tax base and help 1o increase government
revenue,

4. Introducing new taxes

167, Some few specific areas for geperal policy consid-
eration can be suggested in additon to a review of the
indirect tax and tariff stractures with the aim of increas-
ing tax revenues from these sources. These include the
introduction of taxes on unearned income in the form of
wealth or property taxes, capital gains taxes, gift taxes,
real estate and tnheritance duties which either do notexist
or are insiguificant as a propostion of total tax revenue.
The immmediate introduction of sales and excise taxes on
such services as hotels, restaurants, banking, insurance
and construction which either are non-existent or yield
only modest revenues are likely to yield considerable
revenue.

168. Governments could also introduce taxes targeted at
financing specific infrastructural developments includ-
ing, for example, education tax, health tax, and tolls on
roads where feasible. State pension schemes into which
wage and salary carners may pay a portion of their
incomes with matching contributions by employers could
be expanded to include the private sector.

5. Making taxes more progressive in nature

169. Tax structure of a highly progressive natute is
recomynended not onty 1o enhance the effect of taxation,
but also to ensure a more equitable distribution of
income. The propensity t0 save among the upper income
groups of people is very low in most African countries
and equitable income distribution thyough highly pro-
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gressive taxation could enhance the scope for increasing
the rate of saving,

6. Improving income from public enterprises

170. Public enterprises are important sources of govern-
ment revenue. [nmany countries, these enterprises have
been established and managed less with the objective of
maximizing profit and more t0 meet other public policy
goals, including employment creation and price stabili-
zation. Poor maunagement coupted with corruption and
embezzlement anising from lack of (ransparency and
accountability have contributed to the erosion of the
finaucial position of many of these enterprises, often
necessitating transfers from the central government with
adverse consequences on public sector saving.

171. Thereis a growing perception and appreciation that
public enterprises could serve as the vehicle for increased
revenue. To that end, governments have restructured,
reoriented and recapitalized public enterprises to im-
prove their efficiency and strengthen their competitive
position. In many countries these reforms have paid off
handsomely, as a result of which public enterprises have
managed not only to cover their costs and make profits
but also to contribute to the government treasury.,

172. The process of reform should coutinue to deepen
and broaden the efficiency and profitability of these
enterprises. Concomitant with their reform govern-
ments should also consider the most opportune mecha-
nism to spin them off as privaie concerns. One possible
avenue for their divesture with positive impact on re-
source mobilization is to convert them into limited
lability compantes with shares made available to the
wider public, especially the small savers. Such a process
of governmenta! disinvestment would lead to an increase
in govermment income relative to what it would be under
the wholesale privatization, beside spurring the develop-
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ment of capital market as a means of mobilizing domestic
financial resources.

7. Rationalizing government expenditure

173. On the expenditure side, a rise in state reveme
constitutes a2 powerful incentive to step up public expen-
diture. During the last few years, expenditures have
been rising in many African countries hecause of: in-
creased outlay for social services: general government
administration; defence and security, subsidies to public
enterprises and utilities, debt service paymems, eic.,
without a concomitant rise in revemue. In some African
countries efforts are being made to limit recurrent ex-
penditures by streamlining administrative services, mak-
ing public enterprises self-financing aud through
cost-sharing in social services. In spite of these meas-
ures the fiscal potential for mobilizing developmental
resources in African countries has oot yet been fully
exploited. Therefore, government should design and
adopt a program of austerity with efficient use and strict
controt of budgetary expenditures to eliminate internal
leakages in the form of wasteful expenditures, and shift
savings to finance investment. Iu this connecdon, Afri-
can Governments need to introduce and further enhance
cost-effective operations and revise their defense and
security related outiays. Although significant strides
have been made by a number of countries, more needs
to be dome to divert resources from these lines of
expenditure to more productive uses.

174. Qverall, it is essential to underline once again the
imperative of domestic resource mobilization in foster-
ing and sustaining enduring socio-ecopomic transforma-
tion in Africa. African countries urgently need to
develop appropriate modalities and policies for tapping
into the huge potentiats of domestic resources.
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TABLE 1, BASIC INDICATORS
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Source: ECA Secretariat
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TABLE 2. GROSS DOMESTIC PRODUCT IN US DOLLARS
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TABLE 3. AGRICULTURAL INDMCATORS

o [ Arable land Agriculture * in Food production per head Index
Ha per head Million (1975-81=100)
i .at 1990 prices
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TABLE 4. PRODUCTION AND CONSUMPTION OF SELECTED SOURCES OF ENERGY, 1993
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Sources: UN, Energy Statistics Yearbook, 1993 Sales No. E/F.95.XVII.9 and Counay sources.
... = Not available.
TCE = Tons coal equivalent.
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TABLE 5. MERCHANDISE TRADE VALUE AND AVERAGE GROWTH RATE (MILLION US DOLLARS)
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| swazilang 4938 €510 esf.s.zjr %154 'nrs.nT -m.o% 21.6
Zapubia 1428.6]  1013.0] 1075.0] 976.5| 802.0]  ®45.0| 4521
16933, 1609.1] 57.0| 375,
 Besin 178.4 , s7e.4)  3658]  oom6] 2387 e8]  pof sl a1 360
[ Buice Feso | 215.7] __ 2765]  2259]  s01.6]  643.4] 3651 -2859] .366.9] -139.2 09] 183 62 433
| Cape Verde 6.7 44 4.4 106.9 173.3 173.3 -100.2 -168.9) -168.9 8.2 0.0 16.1 0—@
Coiz d"Ivgige 20068 21341 20746] 1777.1] 16623 15661  919.7] 10718 13085 1.3 5.1 2.5 5.8
| Gambis _ 1002) 15700 1280  125.4) 2145 1818|252 515 . 45| 204 7.7 -153
| Ghans [ sora[ 1m00] 1mesl 1003 16610 1579.5] 1950/ ser. 8.7 203 9.5
Guinga s0s.6  s6L.1] 48810  831.6] 5827 5189 640  -2L6 39 30 01
[ Guinea Bissan 14.2 160 323 67.4 538 550l -532] 378 179 1019 40
Liberia | _awoel  1sool  1z276] 230l asrs|  imas) s7el 278 8] 203 7
Mali " T269.3]  w3.6] 3197,  33.8]  463.5  421.6] 95| -119.9 35| 0] 45
| Myucitagia _ 4479 _403.0]  403.0] 9.3 40| 4004 _ 986 2.6 2.1 0.0 28
Niger 3110) 2384] 2264, 3686  244.0] 2454] 576 56 6.2 50| _ 18]
[ Nigeria 103110, 10900.0| 94590 _4417.0] 7100.0]  6511.0] S894.0] 3800.0 17 432 8.1
y— 758.6]  7226) 1938 9984 1105.4] 1029.6] -2308] 3828 0.0 0.6
| Sierra Leone 13800  1200f 1158 183.0] 1205 1320 Y 6.3
33%60] 2147 4700 86| 2420

Source: International financial Statistics, IMF {(various issues), Economist Intelligence Unit and ECA Secretariat.
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TABLE 6. EXTERNAL PUBLIC DERT AND DEBT SERVICE RATIOS, 1994

liony | Debr stock as | Pebt service
Long-term Short-term Total reentof GDP) Amount

Sub-region/Country

| Angola _8450 2158 10608 | 2040 74 14
| Barymadi | 10hd __f2 1126 i I S 41 18
[ Cameroon 167 | 1088 1121 _ 374 S8 _| 165 |
 Cantral Affican Republic | 807 84 | ____go 99 2 23 26 2.4
 Chad 144 ) 13 817 .4 15 i.9 . R3_
. 4667 _| 608 5275 1065 545 122 15 |
| Rguzrorial Guiinea 222 69 _ 2% 1360 _2 ne | 30 |
Gahon | aaey [ _48s | 3o’ | opa | 25 | _s9o | o4 |
| Rwanda 905 49 | 934 | 954 . SRR 1 ;T N 1 Y. S
| San Tome & Principe 229 23 252 | __TI63.6 3 ‘_Q_IMﬁv__Zs_ﬂ___l
| Zaire

[ Moatawi | 1880 |, 125 W4 | 2748 L & 01 175 |
| Mozambigue 5047 444 5441 423 1 i S 01 A

| Namibia - i 00 . ]
| Senuh Africa a6 136 | .. 1364 13 [ 54
| Swaziland . Y 10 247 24.0 25 L 2.5 25

13 L 1016 45 196 |
_ EVrE. ]

Source: ECA Secretariat calculation based on the World Bank's Debt Tables,
* XGS = Export of goods and Services.
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TABLE 7. SOCIAL INDECATORS - EDUCATION

SchéollEmolmem I Primary education [ Adult fomale literacy \Adult literacy rate 19 Scientists/Technicians |

Errr I T N ™ T R T ) w_ | a1 |

I Burkina Fasa 17 . Li 1 17 J
I Cape Verde

Source : UNICEF, The State of the World’s Children, 1996; and UNDP, Human Development Report, 1995
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TABLE 8. HEALTH INDICATORS

Ty s : -
I.Tfe expectancy at | Infant mortality rate | Under 5 Mortality | % of population with ' % of population with
tirth (Years) 1994 1994 (per *000; rate 1994 {per "000) | acosss to safe water access to health

[Ruanda . 4 I 19 L 6 | go |

| Seychelles - . . + __,;____._ |
Somalia : ¥ S N .- SN I § § S S ¥ S S ¥ S
| Tanzania .

Zambia ' 49 | s ,,.lﬂl,_\___ 0| ’ s

Source; UNICEF, The State of the World's Children, 1996
UNDP, Human Development Report, 1995
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