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Executive Summary

The African economy recorded its second highest
annual 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 fignre
of2.1 percent for 1994 and 1.8 percent in 1993. Another
indication of the improving economic performance and
recovery in the region was the positive growth (2.4 per
cent in 1995), 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 bas yel 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 significanl variations in economic performance
among African subregions and individual countries. The
West and Eastern and Southern African subregions reg­
iSlered growth rates in excess of tile regional average in
1995, owing to tile improved performance in the agri­
cullural and mining sectors. In West Africa, which
experienced a strong rebound, GDP 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 by
3.3 per cenlaS against 2.9 per cent in 1994. GDP growth
remained weak in Central Africa, limited to a mere 1. 1
per cenl, while il decelerated from 2.9 per cenl in 1994
101.0 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 the mini"8 sector was atnib­
uled D capacity expansion, followi"8 extensive reform
and renovation and an upturn in world prices, while
growth in manufacturi"8 was due mainly to belter supply
of domestic inputs and improvement in the importation
of raw materials. African agriculture, the mainstay of
the African economy, did not perform well in 1995. Its
value added growth rate decelerated from 4.2 per cent
iu 1994 to 1.5 per cenl in 1995, rendering the food
situation more !'J'Ccuious especially in those parts of the
continent afflicted by drought or prolonged civil war.

On the external front, there were improvements in
exports earnings which increased by II. 1 per cent in
1995 as against 4.9 per cent in 1994. Despite the contin­
ued uplnm in export revenue, Africa's share in world
Irade continued to decline, from 3.1 per cent in 1990 to
2.2 per cent in 1995. The loss in market share as a

Economic Report on Africa 1996

ElECAlCM.22141Rev.1

whole, was due to the excessive dependence ona uarrow
range ofprimary commodities with weakglobal demand,
declining trend in prices as well as keen competition from
new producers oulSide the region. Most African coun­
tties continued to rely on the same primary commodities
as they did since the 1960s ;with the undiversified export
struetures impacting negatively on their foreign ex­
change earnings as well as on market share. To regain
and expand their market sbare and turn exports into an
engine ofgrowth, there is an overuching policy need for
African countties 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
iD8 by 4.1 per cent to reach US$322.4 billion in 1995.
Foreign direct investment (FOl) to Africa has not in­
creased significantly even though.the rate of return on
FOlin Africa was one of the highest in the world, while
the scope for foreign inflows to the continent on portfolio
accOIint remain limited due to the severe constraints on
equity investmentand 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 investment and the sustaimnent of high
growth rate of GDP, and that African govermnents
should, along with the creditor nations and institutions
and with the active support of development partners,
pursue vigorously the search for meaningful and lasting
solutions.

The crisis in the social sector grew more desperate
in 1995, relative to earlier years. Rapid increase in
pnpulation relative to ecooomic growth, widespread
unemployment, particularly among the young and edu­
cated, and cutbacks in public expenditures in real terms,
particnlarly in education, health 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 construetion,
equipment and laboratories, and for repair and mainte­
nance. To revive and sustain economic performance.
African govermnents should target the development of
human capital through an overall geoder 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
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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, whicb in Africa is the only
sustainable solution to the refugees problem. can take
place only voluntarily and wben conditions in the coun­
tries oforigin permit. The governuients ofexit countries,
with the support of the international donor community,
nead to rapidly create and re-establisb an enabling do­
mestic environment that will permit the repatriation of
their'people fn." 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 govermnents
persist with domestic policy reforms, sound economic
management, maintenance of stable political systems and
a positive, people-Qriented political climate, coupled
with favourable developments in the international eco­
nomic environment. Current indications are that the
capacity of African societies and economies for facing .
up to the challel\ges of development and sustained real
growth is much stronger than ever. The overall prognosis
i. fur the fund and agricultural sector to grow faster in
1996 than in 1995, and for the manumcturing sector,'
particularly the agro-indnstrial 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 endemicsttuetural constraints in
Africa, and the difficulties oftaking advantage ofemerg­
ing opportunities in the world economy. The vexing issue

x

of debt is expected to continue to pose a major thre.l\lto
Africa's development in the medium-term, and so'lIs<>
is the problem of commodity prices and uncertainties of
external development finance.

Increasing and sustaining a high rate of poverty­
reduction and employment creation throngh growth re-:
mains the single most important policy challenge of
African govennnems. With poor prospects for increased
external resource inflows, the onus for the revitalization
ofdevelopment-Qriented investmentand the achievement
of high rates of growth rests principally on the extent to
whicb African governments could exploit the buge but
yet untapped potential of domestic financial resource.
Increased dependence on own resources, through inten­
sive and extensive resource mobiIization drives. should
become a major component of the continent's develop­
ment policy and a top priority for the second half of the
19905, To that end, urgent measures need to be put in
place to increase confidence in the financial system and
to expand their outreach to the grassroots level ; to
deepen economic reform policies ; and, to establish
clear legal and regulatory frameworks together with
transparent and non-distortionary tJlx systems. Only by
so doing, and by supplementing the emerging market­
oriented and growth-friendly policy direction with effi­
ciency-enbancing and private sector support measures,
will Africa transcend the poverty trap and radically
transform its economy.
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I. The African Economy in 1995
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3. But even with dle recovery in GDP gruwthrat..::sill
Africa. the share of !lIe continent in aggregate world
trade and output remains far below its share of world
population, Africa's sbare in world trade has fallen
steadily over the years to 2.2 per cent in 1995 from 2.3
per cent in 1994, 3.1 per cent in 1990 and 5 per cent in
J980. TI,e decline of Africa's share in the trade of
deVeloping countries as a whole bas been even more
dramatic, from 14.9 per cent ill 1980 to 10.9 per centin
1990 and 6.4 per cent in 1995, Africa's GDP has in the

1990s accowlled for less and less of the
GDP in the global economy (about 2.04
per cent on awrage) and of Ule develop­
ingcountries share of;[(I0.24 percent),
compared with the t980s. By contrast,
Africa's share of world population is on
the increase, t:stimated at 12 per cent in
1995. TI,e pressure of Africa's popula­
tion growth on socia-economic per­
formance is almost twice that of the
world and GDP growth rates in Africa
are yet to keep pace even with tbe over­
all regional population growth rate.
Given a population growth rate of
around 2.9 per cellt, dIe ilx:rease in
regional GDP of 2.3 per cent in 1995
tra11':;lates into an average per capita
income decline of 0.6 per cent for the

... ... Alrican region as a whole.

2. Table 1.1 provides a frequency distribution of the
countries in the African region according to GDP
growth rates. Only three countries experienced nega­
tive growtJl in J995 compared to 14 inlhe previous year,
while eight countries exceeded 6 per cent growth in 1995

flG.l A'rlca'8 GDP Growth Aatea
1990-1995 (.,,990 prlc••)

I.

A. compared tD only two in 1994, which cxplaill' in pan tlle
improvement in overall economic performance at the
overall regional level. The eight countries with tlle most

Economic growth and its sources /'I, ;, (!t'( / c) impressive GDP growth rates in 1995 were Burkina Faso
, (6,0 per cent), Cote d'lvoire (6,6 per cent), Ghana (6,9

I, The African economy experienced its second high- per cent), Kenya (6, I per cent), Malawi (6,2 per cent),
est annual groW!l1 rate in J995 since the heginning of the Mali (6,0 per cent), Togo (6,7 per cem) and TUlllsia (6,7
decade, TI,e gross domestic product (GDP) of the per cent), Of U,e 19 countri"s that experienced GDP
Afri<:an reginn grew hy 2,3 per cellt in 1995. compared growth rates in excess of population growth rates in
to the revised figures of 2,1 per cent for 1994 and 0.7 1995, five are to be found m the Sonthern African
per cent in 1993. African least developed cOtnltries snbregion and another seven in the Eastern African
(LDCs) also experienced an improvement in income subregion. Kenya and Malawi recorded 6.1 and 6.2 per
perfonnance for the first time since 1992. The real GDP cent GDP groWtll rates respectively in 1995, but Bo[-
growth rate for tl,e 33 African LDCs stood at 2.4 per swana and Mauritius are d,e two countries that have over
cent in 1995, against -2.4 and - \, 6 per cent in 1993 and the last four years or so consistently recorded growth
1994, respectively. TillS is a funher positive coufirma- rates in excess of 5.0 per cent. The countries of Southern
cion of the recovery that has taken place ill Africa in and Eastern Africa. it would seem, have in general
recent years. The average groWdl rate, of course, masks performed better than those in other subregions, the
variations in COWltry and subregional perfonnances. imermittent impact of droughts and pest infestation on
Still, several national economies in Africa are now the agricultural sector in the two subregions notwith-
growing faster than Uleir popnlations, which in itself is standing.
a welcome sign that overall growth trends in Africa are
beginning to gather momentulll towards tlle recovery
evident in the glohal economy, although t11ere is a
significant number of countries at the lower end of d,e
growth spectrum.
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G_ 1990 1991 1m 1993 1994 1995**
nIe
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_....
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Saun:c: ECA secretariat.
• No. of counuies within the growth rate bIllCla:lS.
•• Estimate
N.B.No separate GDP figures fur Eritrea are available for 1994 and 1995. Hen:e GDP growth raleS for Ethiopia and Erilrea are assumed to be the same.
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4. Underlying ilie economic perfonnance in Africa in
1995 is a combination of internal and external factors.
The growth in GDP was related mostly to the good
performance of the mannfacturing sector and a modest
rebound in tile miaing sector. Growlh of output in
agricullIlTe -ilie mainstay of the economy - was lacklns­
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 perfonnance 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 continent emerging from them are now better than
ever. Africa is no longer an undifferentiated mass of
poorly performing economies. Differences among indi­
vidual African cowmies and groups of countries with the
potential for rapid growth and socio-economic transfor­
mation have persisted, but current indications are tlllIt
the capacity of African societies and economies for real
and sustained growth are being increasingly realized.

2. Weaknesses in agriculture

5. The groWtll rate of value added in agriculture
decelerated from 4.2 per ccnt in 1994 to 1.5 per cent in
1995. Such a deceleration was much more pronounced
in North, Eastern and Southern Africa, with agri-cultural
growlh estimated at -0.7 per cent in 1995 as against 6.1
per cent in 1994 in North Africa and 1.1 and 3.0 per cent
in Eastem and Soutllern Africa, respectively. West

Africa pcrfornled mnch better witll value added in agri­
cnllIlTe growing by 4.2 per cent in 1995. although this
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 growtb perform­
ance from -1.9 per cent in 1994 to 0.9 per cent in 1995.

6. These trends in value added correspond to a stag­
nation of overall agricultural output 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 UIllted Nations (FAO), the
incidence of drought in the third quarter of 1994 and the
first quarter of 1995 precipitated famine conditions,
affecting some 10 countries in tl,e North, Eastern and
Southern African subregions l . 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 celtt in the Sudan. The situation in Southern
Africa was particularly serious, with tl,e per capita
agricultural production index (base year 1990) declining
by 11.4 per cent in Lesotllo, 5.6 per ceUl in SOUdl Africa
and 6.1 per cent in Zimbabwe. In Zambia, there was a
slight increase of 1 per cem in 1995, compared to a drop
of 11.9 per cent in 1994. For a number 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 displacements and insecurity of life, as agri­
culture is reduced largely to subsistence activities.

Table 1.2: Afriean economic indicators, 199i}-1995
(percentage change for GDP and various indexos)

-~--------- ~ 1990 1~1992119931=i;;4rms'
GDPgrowth-Africa 0.7 3.0 -0.5 0.7 2.1 I 2.3

Agricultural production I 127.9 135.9 134.0 139.9 143.1 143.0
(FAG index 1979-1981 = 1 I I

II-'QQL------- .~I-~ f------
Oil oroduction (million lo!!&__~JL!_ ~6.4 t---l~5.1 340.1 335.1 34~L

Miniog production index 1.0 -4~O! -7.6, -6.7 -1.2 0.1

(1990 ~ 1(0) -----+----t-----+---11
I Consumer price IOdex )(.i.6 31.5 44.9 37.2 60 6 434

I 11990 - 1001. ---'--. I -t- - e----- - - - - -- ,
I Ollpnces, Brent crude I 24.0 I 20.0 19.~ 170 15.& 17.1)

IfEx:~b::~mde~----i- '" I ~,~"- ~,+ ~~,; -"I'·'
fi!290 ~ 1(0) 1.. -~--I------f------- ~__
I Import pnces index 4.5 -O.l 3.4 0.8 4 1 52

(1990 ~ IOO)~ . __ I-- ~ _
Ten1l5 of trade index 7.5 I -9.3 -3.4 -4,5 1.2 1.5
(1990 = 1(0) ------f----+----t----- +__-+ ----,.1 '
Expo", ($ billion) 99.2 95.0 92.9 87.3 87.9 97.9

Impo'" ($ bitlionL +- 91-:6 II 90.1 93.6 92L _94.6 _1----...10,,8"-.9,,1

I CurrcmacwUfit(4biUion) ~ -0.1. -1.7 -5.4 .&.5 -0.5 -2.1

Source: ECA secretariat.

4

7. The food situation in
some pans of Africa remained
a serious source of concern
and anxiety in 1995, despite
good harvests in others. Ac­
cording to FAD, Africa cur­
rently accowlts for 44 of the 88
countries classified as low-in­
come food-deficit countries.
The most severe reductions in
food production in 1995 took
place in Lesotllo, with a drop
of 14.6 per cent; Morocco,
with a decline of 8.8 per cent;
and the Sudan "1t1l a decline of
5.6 per cent, while food pro­
duction in sub-SalJaran Africa
as a whole fell by 1.4 per cent.
For the entire region, food
production grew at an average
rate of 2.5 per cent over the
period 1990-1995, less than
population growtll by half a
percentage point.
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Smm::e: FAO, Food Outlook, March 1996.
lIncluding sweet com. 2 Including plantains.3 FAG Index (1979-81 = 100).

Table 1.3: Agrieuhural productlOllln Mrl..., 1991-1995 (Million tons)

1991 1992 1993 1994 1995

CcrQls 107.9 90.5 100.2 112.4 99.0

Wheat 17.7 ID 13.0 15.5 13.6

Coal'SC 2rains1 76.6 63.7 73.5 82.7 70.5

Rice 13.6 13.5 13.7 142 14.9

Tuber; 141.2 147.6 156.0 154.7 157.3

Cassava 77.5 81.0 83.3 82.2 83.0

...!'I'I'-~--- 6.9 6.4 6.8 6.7 6·L
Fruits and 62.6 63.5 64.3 65.1 65.9
vcae:tablcs

-

Food3 137.7 136.6 142.5 146.5 146.0

8. Aggregate cereals production in Africa is estimated
to have fallen by 13.4 million metric tonnes or 11.9 per
cern in 1995, from 112.4 million metric tonnes in 1994
to 99.0 million metric tonnes in 1995. The decline was
particularly marked in coarse grains production, which
fell from 82.7 million metric tonnes in 1994 10 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 Jamaltiriya, the Sudan and Tunisia. However, the
food output index rose by 5.3 per cern 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 tonnes 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 callIe herds in
many drought-affected countries since 1992-1993. Pro­
duction of pulses, 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 has increased by
less than 2 per cent annually.

9. Food assistance is still urgemly needed to avert
crises in several coutUries 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 but not readily avail­
able on account of inefficienl marketing and distribution
systems al the domestic level, and owing to a limiled
capacity to pay for imports due 10 escalating world cereal
price" and foreign exchange scarcity. FAO has provi-
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sionally estimated the total global availability of cereals
food aid in 1994/1995 at 8.7 million IOnnes, the lowest
level since 1974, and an early FAO forecast suggests that
food availability for 1995/1996 would filII 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. 3million
metric tonnes for Southern Africa, where it was possible
10 alleviate the food situation in South Africa and Zim­
babwe largely from slOcks 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. Only in North Africa
were cereal import require-ments, estimated at 10.9
million tonnes, met aimost 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 ofabout 12 per cent
in world prices fur tropical beverages bad a favourable
effeci on coffee production at 1.1 million metric tonnes
in 1995, as against 1.0 million metric toDS 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 .od sugar also in­
creased.

3. Modest rebound in mining and manufacturing

11. The manufacturing industry recorded a positive
growth rate of 4.2 per ceDI in
value added in 1995 (see table
1.4), mainly as a result ofbet­
ter input supplies and im­
provements in the importation
of raw materials for agrc-al­
lied industries made possible
by the favourable perform­
ance of the external account.
The latter, together with a
number of remedial public
policy measures, including the
rationalization of industries
under sttuetural adjustntent
programmes (SAPs), led to
improvements in the level of
capacity utili-lOlion. How-
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Table \.4: Indicators of manufacturiag sector performance by subregion and economic groupiugs, 1992-1995

Subregion Sbare of MVAmr"';ou" MVA (%) SbareofMVAiu GDP (%) MVA erowtb rates (%'at 1990 prices)
and economic 1992 1993 1994 1995' 1992 1993 1994 1995' 1992 1993 1994 1995'
groopiugs

-.1-------_._-
Total Africa tOO.O 100.0 100.0 100.0 ..l52. f-JE 15.4 15.7 ·1.0 _~0·1_ 1,1 4.2

.J'i()rth Africa 39.1 40.1 40.9 41.9 15.0 15.2 15.7 15.7 1.5 1.9 6.6 0.9
Central Africa 6.4 5.8 5.2 4.9 9.0 P 8.8

,
8.6 -10.0 -9.8 ·1.4 ·0.4.

East Africa 4.0 4.2 4.4 4.5 10.9 Il.l 11.4 U.S - 2.8 4.7 6.1 3.9
Southern 41.3 40.5 40.4 39.8 23.6 23.1 23.2 24.1 -2.3 -0.5 2.6 , 6.9
Africa

2¥est .Africa 9.2 9.4 9.2 9.0 8.1 7.8 7.7 8,2 1.5 -2.4 1.9 9.•
Sub-Saharan 61.7 60.9 60.2 59.2 15.0 14.8 14.9 15.4 -2.3 ·1.1 2.4 6.4
African _.

21t~LOCs 10.4 10.5 10.1 9.9 9.4 9.3 9.6 9.7 0.1 -4.3

Source: ECA secretariat.

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

12. In dIe mining sector, there was an increase of 2.7
per cent in value added in 1995, as against -3.7 per cent
in 1994 and -0.7 per cent in 1993. As a resnlt of the
extensive refmIDS in the mining sector in recent years.
exploration and mining investment have increased in
several conutries, particnlarly in precious metals and
minerals, including gold, diamond and other gem stones.
But the improved performance in pro-duction volwnes

in 1995 was attributable mostly to oil production, as
output figures for mllior non-fuel minerals during the
first three-quarters of the year suggest that their total
annual 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
Petrolemn Exporting Conutries (OPEC) African coun·
tries such as Angola and Egypt. With OPEC production
quotas remaining unchanged during 1995, there was a
virtual stagnation in the level ofoil production in African
OPEC countries. The overall cbanges in output values
in the mining seClOr in 1995 were related to the almost

F"

199~ lTable 1.5: Crude oil production in Africa, 1991-1995 (million, oftOD')
1----------

~ .... IC....urvIGroup 199t 1992 1993, 1994
.- -'

Algeria l 62 61.5 59.77 59.16 60.52

Gabon
'-f--.--- 1.1,,71 -----~8 __,~~ ''" 16.97

~an.Anl~_Jamahiriya 74.34 _ 74.35 68.45 68.81 69.39

Ni2eria 93.06 ~M 1m.! ~m ~_96.Jl

f-Sub-l<ltlll OPEC 224.09 248.28 245.02_L __ 238.87 242.99"----
Am,"l. 24.9 . 26.94 !-. 25.S 27.69 31~~

Cameroon ---t--. 7.17 6.77 5..48 .__5.3,ti 4.7
COlU!O f---- 7.96

._'
8.23 8.66 9.36 .__~_ML

Cote d'lvoire 0.66 0.44 0.5\ 0.55 0.55

f-Em'.- ----'-- 43.93 46.1 46.3 46.5 47.8
Ghana °eIL _. 0.85 0.85 0.9 0"9

,

Tunisia 5.26 5.38 4.64 f------~-s.... I----- 4.3

~- 1.37 1.3 I.l4 1.45 14.5

r I
~otalaon OPEl: 92.4 97.08 94.98 96.19

I
100.18

ToW Africa 336.44 34516 340.07 335.06 343.17-- ,
Source: United Nations Monthly Bulletin of Statistics, various issues; OPEC Annual Report, various issues: EIU
country re}X)rts; and country sources.
"ECA estimates.
IIncluding condensates.
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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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IS. Many African producers, it wonld seem, were
unable to take full advantage of the rising export prices
for oil, metals and minemls in 1995 due to supply
difficulties and struCtuml constraints, political instability
and lack of adequate investment in.the sector. It has

certailJly not beeneasy for some countries
.. Angola, Burundi, Liberia, Rwanda, Si­
erra Leone, Somalia - to conduct normal
export trade inconditions ofdeteriorating
physical and social infra-structure, and a
volatile security situation. On the con­
trary, the environment of trade liberali­
zation and currency depreciation in many
countries has attracted an upsurge in im­
ports ofcheap mannfactures and second­
hand goods from die Far Eastern Asian
coun-tries, as a result of weak competi­
tive strength of domestic goods and pro­
hibitive local production costs.

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
cotree prices rose by 5.8 per cent, in comparison to 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.

.."_._.... ...,J

i

FIG 3: INDICES OF BEVERAGE PRICES
1980-95 (1990= 100)
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FIG 2: EXPORT, IMPORT &TERMS OF TRADE
1980-95 PRICE INDICES (1990=100)
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4. The promise and perils ofextemal trade

14. The increase in export earninlls
can be attributed to a modest increase
in oil prices, which, on average, was
between $USI6.4-19.2 per barrel in
1995, and the sustained recovery in
mineral and metal prices. Oil 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 mannfac~d goods accoWlt
for about 70 per cent of imports. The rise in export
prices for the two most important beverages produced in

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 cent. com­
pared to 4.9 per cent in 1994. The
value of imports rose on the other hand
by 12.8 per cent, compared to 7.3 per
cent in 1994. Export prices rose by 6.9
per cent, compared with 5.2 per cent
in 1994, while import prices increased
by 5.2 per cent in 1995, compared with
4.1 per cent in 1994. As a result, the
terms of trade improved by 1.5 per cent
in 1995, ill comparison to an increase
of 1.2 per cent in 1994, both of which
are below the 1990 base year level.

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 are rose by 30, 27.3, 22.3, 19.9, 14.6 and 6 per
cenl respectively.
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and accounted for 61 per cent of the
total flows to developing countries in
1995, com-pared to 45 per cent during
the period 1990-1992. In Africa in
general, and in the sub-Saharan coun­
tries in particular. the trend of POI is
very unstable, although a few middle­
income countries recorded encourag­
ing volumes of inflows over the last
two years. After a slight increase in
1994, POI flows to sub-Saharan Afri­
can countries declined by almost 27 per
cent iu 1995. from $2.9 billion in 1994
to $2.2 billion. Foreign flows on ac­
count of acquisitions by international
firms were mostly motivated by
promis-ing invesanent prospects iu
countries producing petroleum and

minerals such as Angola. Gabon and Ghana, where the
privatization process has opened up increasing opportu­
nities for invesanents in the two sectors.

20. Net flows of official development assistance
(ODA) to 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 national product
(GNP) has declined steadily because of the budgetary
constraints in many ofthe largest development assistanee
countries (DAC) dODOr countries. But other factors, like
the growing demand for aid from countries in transition
and !be reorientation of donor countries' aid policy and

19. African countries have DOt benefitted fully from tile
surge in world investment flows. The numerous con­
straints on foreign invesanent and the high cost ofdoing
busiuess in Africa. particularly the inadequate infrastrue­
ture and poor services. have led the average prospective
investors (0 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 he attracted to
Africa in larger numbers. Studies on POI in Africa
conducted by tile United Nations Conference on Trade
and Development (UNCTAD) in 1995 show that the rate
of return on overseas direct invesanent is higher in
Africa than in any other region in the world. and that tbe
continent's invesanent potential remains largely un­
tapped. Indeed, tile impressive track record ofreturn on
POI in Africa belies the 'miserable" image or pessimistic
view that tile average foreign investor generally has of
Africa.

•__.Il . ... _'.

+ ....-.....,
-- ._- ~.".... +_... .".-.'.--, -,_...•.._, .... -:...-"

.....~ ; .........~
-"'-'--"'--'-"'-'~'-" .. --_._-- -_..,.- ..-.". "" .... ....

....-c-'" _.j,
I

. .. .....
+

FIG 4: COMMODITY EXPORT PRICES
1980-95 (1990= 100)
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Unpromising trends In forelllJllnvestmento
and aid

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

18. The World Bank esdmates foreign direct invest·
ment (POI) 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

1...... UPCRT (INCL oo.) -- EXPoRT ~CL aq

exponing around 58 per cent of their products to the
European Union (EU) market, with the EU providing
47.3 per cent of their impons. Indeed, for some coun­
tries - the Central African Republic, Comoros, 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 ilS trade share in the
EU market, whicb declined from 6.3 per cent in 1990 to
only 3.3 per centin 1992 and 2.8 per cent in 1995 despite
the fact that more than 70 per cent of Africa's total trade
is witll the EU. Following tile 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 cry from the
complete freedom of access demanded by the group.
Some concessions were given on products currently
subject to quotas and reference qualities wbile some
quota levels were raised and import duties reduced within
existing quotas.

5.
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the quest for aid effectiveness. are likely to harden
eligihility criteria and reduce the volwne of available
official flows in the near future.

21. While private capital flows bave become a 1DJ\i0r
source of financing for developing countries. African
countries bave not. however, heen able to draw heavily
on this source of finance, owing to low credit rating. An
increasing number of African countries have embarked
on the developmemofcapital markets in order to encour­
age local and foreign private invesllllent in secOOties.
But only a few African capital markets with a potential
for high rates ofreturn have as yet attracted international
investors, most ofwhom remain cautious. In Ghana, for
instanee, Asbanti Goldfield Company Limited raised
about $60 million from 3 million new ordinary sbares in

EJECAlCM.22141Rev.1

1995, while Namibia's stock exchange has been buoyed
by the listing of Cooperative GroceI}' Wholesale Buying
Group Semra of Namibia, offering 2 million sbares
worth $2.5-3. South Africa's Johannesburg Stock Ex­
change (JSE) was set for the biggest shake-up in its
I08-year history, following the deregulation plan de­
cided upon by Parliament in November 1995. The pIan
overhauls the JSE on similar lines to the London Stock
Exchange's big bang of 1986, allowing foreigners and
non-brokers to own up to 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 invesllllenl in local companies. removal of ex­
change comrols that hinder free transfers of money, and
reduction in dealing costs.

Table 1.6: Africa's external debt and debt serrice, 1992-1995

1992 I 1993
Oebt 'tock, (binion, of US doUar,)

1994 1995"

Africa
North Africa
Sub-Saharan Africa (exclUding South Africa)
South Africa

, Africa
North Africa
Sub-Saharan Africa (excluding South Africa)
South Africa

286.2 I 289.5
109.5 I 108.5
160.2 166.2
16.5 14.8

Debt service paid (billions of US dollan)

29.1 27.7
16.3 16.1
9.9 7.0
2.9 4.6

309.7
116.8
176.3

16.6

23.0 II
12.8
8.6 i
1.6

322.4
121.9
182.5
18.0

19.0
9.1
9.9

17.7

----_.
Africa
North Africa
Sub--Saharan Africa (exclUding South Africa)
South Africa

Debt service due (blDions of US doDars)
-,_. -----------~--------

38.9 37.7 38.3
18.2 17.2 18.1
18.5 16.6 19.3
2.2 3.9 0.9

Ratio of debt to GDP (per cent)

Afrie·'
Nort.J Africa
Sub-Sahann Africa (excluding South Africa)
South Africa

Africa
North Africa
Sub-Saharan Africa (excluding South Africa)
South Africa I

73.7
73.7

126.2
13.6

262.8
288.3
364.7
57.3

70.9
72.0

12Q.4
13.4

249.6
265.4
358.4
55.9

Ratio or debt service to goods and 1ilervices exports (per cent)

Africa
North Africa
Sub-Saban. Africa (excluding South Africa)
South Africs

26.1
47.3
19.2
11.3

23.9
39.2
14.5
17.2

19.5
31.6
17.8
5.5

19.8
19.4

Sources: World Bank, national sources and various publications.
·Prelintinaryestimates.
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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 negative impact on availability
of resources. Africa's total external debt, despite its
average annual rate of growth of 1.5 per cent during the
period 1990-1995, which is the lowest rare in the devel­
oping countries, is the most constraining in tenns of
sustainability. It is estimated to reach the level of $322
billion in 1995, growing by almost 4 per cent over the
$310 billion recorded in 1994 and representiog 70 per
cent of the regional GDP and 250 per cent of exports.
The sharc of multilatera] debt in the long-tenn outstand­
ing debt of sub-Saharan Africa has risen from 13 per cent
iu 1980 to 24 per cent in 1990 and 31 per cent in 1995.
The pro-portion of total exports eantings actually COIU­

mitted to meeting debt-servicing obligations remained at
20 per cent in Africa although the implied ovcrall re­
gionalliquidity ratio is fur from being fully reflective of
the situation in fmancially distressed cowltries. The
capacity of these countries to service their debt has not
improved dcspite efforts at scaling down their debt
burden and reduction in the volume ofarrears within the
framework of existing dcbt re-organization and forgive­
ness mechanisms. The debt-service arrears of the sub­
Saharan African commies represented more than 27 per
cent of their debt stock in 1995 while in 1990 they were
only II per cent. In some of the higWy indebted poor
countries (HIPes) in sub-Saharan Africa, scheduled debt
service could absorb as mucb as 90 per cent of the
government revenue (excluding grants).

7. Still not enough domestic savings and investment

23. TIre achievement of rapid growth reqoires a high
rate of investment in economic and social infra-structure
as well as in hwnan capital, backed up by high rates of
domestic savings in bod} the public and privatt: sectors.
Willi the fall in ule inflow of external resources in real
tenns and with little prospects for any major improve­
ment in access to exterttal savings, African countries
need to maximize tlle availability ofdomestic savings and
to invest dIem productively.

24. In 1995, gross fixed investment for the region
increased by 5.6 per cent, down by almost I per cent
from the 6.5 per cent growth achieved in 1994. The
overall investment ratio in the region rose to 2\. 3 per
cent of GDP in 1995 but in 25 sub-Saharan African
countries it was actually less !han 16 per cent. Even with
a considerable increase in the efficiency of resource
allocation and resource use, the attaimnent of an aggre­
gate GDP growdl rate of 8 per cent per alUlwn in Africa
and the doubling of per capita income over dIe next 15

10

years will require an investment rate that would almost
double the current (ale. Since most of the additional
funding must be mobilized from domestic financiai re­
sources, ille gross domestic savings rate of 19.6 per ceIll
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 to 19.6 per cent in 1995. While the
decline in the savings ratio is a regional pl,eno-menon,
it has been most pronounced for the sub-Saharan African
comltries where the savings to GD i? 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 countries is indicative of the
challenges and potentials facing African Govermnents.
For exanlple, private savings in East Asian countries
averaged 28 per cent of GDP during the 1986-1993
period. In contrast, private sector savings in snb-Saha­

. ran Africa averaged 15 per cent of GDP between 1986
and 1992 and was in surplus relative to the low volmne
of private investment. But government saving was nega­
tive for four of the seven years covered by the period
1986-1993 while public investmelll 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, llOt for lack ofinvestible resources per.se, but
more so 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 plac~, 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 dIe severe cut-backs in expenditure in
real tenus 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 Sndan, 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 displacement has often spilled over into
neighbouring "ountries, disrupting prodl,lCtion and eco­
nomic activities in general and furtller 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 seclOr has worsened
in many countries in terms of declining primary school
enrolment ratios, bigh and rising attrition and repetition
rates at all levels. the flight of qualified teachers, a

EJECNCM.22141Rev.1

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 health sector has become also more intense, with
lack of hospital care and access 10 adequate sanitation
and community bealth services contributing to exposure
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to nwnerous preventable diseases, while the scourge of
mY/AIDS rages on.

ance in Burundi, Cameroon, the Congo, Rwanda and
Zaire.

29. Higb unemployment remained a major social prob­
lem in 1995. A particularly disturbing feature of the
unemployment situation' 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 Africao
countries, some graduates from tertiary and technical
institutiol1S now remain without jobs for three-four years
after leaving school. To regenerate their economies and
rehabilitate aod 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,' ecooomists and other professionals.

2. North Africa: Growth deceleration

32. In North Africa, which accounts for over balf of
overall African regional output, there was a deceleration
in GDP grow!h rate from 2.9 per cent in 1994 to I per
cent in 1995. due mainly to falls of 5 per cent 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 about 4.7
million metric tonnes or I Rper cent below !he previous
years above-average harvest. Output of wheat decreased
by 22 per cent to 8.9 million tons while the coarse grains
crop dropped by 2.5 million rons to 8.3 million tons.
These declines were due principally to drastic reductions

per cent
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in wheat and barley harvests in Morocco as a result of
severe drought, the resulting shortfalls 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-nonnal wheat harvests
were recorded for Algeria where production almost
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The increasing success Widl food surpluses in Egypt is
associated to a large extent with sustained government
policies on infrastructural deve1opmelu, including laod
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---'''---'-----'- ------.. - ------- ..._-----_ ..-.
---,-~~----,-------~---·-~----r------.---__ /

1992 1993 1994 1996

_ Norlh Alrlca

a enl Alrlca

6 /

4

2

o
-2-

-4'

-6·

-B·

B. Divergent Growth in Output among
Subregions

30. On the other band, there has been a
marked and salntary momentum towards
democratic fonns 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 ofTanzania wbich
followed those in the Congo, where the
transfer 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
national reconciliation and nation-building
in Mozambique (box 2), which serves as a
useful model for other African countries
still mired in conflict.

1. Overview of subregional growth

31. For a continent as large and diverse as Africa,
average continental trends naturally mask wide differ­
ences in perfonnance among groups of countries (table
1.7). In 1995, the West, Eastern and Sou!hem African
subregions registered growth rates in excess of the
regional average, owing to !he 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 and 2.6 per cent in 1994. GDP
growth has been limited to a mere 1.1 per cent in Central
Africa on account of continuing poor economic perform-
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Table 1.7: Output share and growth rate by subregion and eeonomic grouping

Per capita GDI' G~_ Growth rate pertelll8ge at 1990 pri""
at 1990 SUS DaI sbare

1!l94 1994 1990 1991 1992 1993 1994 1995 1990-94

Cer4ral Africa 438 8.7 0.1 -1.0 -2.4 -5.9 -2.5 1.1 -3.0

East Africa 190 6.4 2.8 1.1 -1.3 2.5 4.2 4.8 1.6.-

North Africa 1249 40.8 2.6 3.5 0.5 1.1 2.9
,

1.0 2.0

Southern Africa 1371 27.4 0.2 -0.1 -2.3 1.7 2.6 2.9 0.4

West Africa 362 16.8 -3.4 10.8 1.2 1.4 1.0 4.1 3.5

Sub-Saharan Africa 513 61.4 -lJ.6 3.0 -1.0 0.3 1.5 3.0 0.9

Sub-Saharan Africa without
NiQeria and South Africa 363 30.8 -2.8 6.2 -1.4 -0.2 -0.3 3.0 1.0

Sahel zone 368 5.9 0.7 6.7 3.2 -1.3 1.9 1.9 2.6

Oil exoorters 882 46.4 2.9 2.9 0.1 0.6 1.6 2.3 1.3

Non-oil cxDorters 538 53.6 -1.1 3.1 -1.1 0.8 2.5 2.3 1.3

LDC. 229 16.0 1.I 1.8 -0.0 -2.4 -1.6 2.4 -lJ.6

Non-LOCs 1020 84.0 0.6 3.3 -lJ.7 1.3 2.8 2.3 1.7

Franc zone 574 10.7 -0.7 0.6 .1.9 -0.3 1.5 3.6 -0.0

Mineral exPOrters 1034 30.4 0.4 ·0.9 -1.7 -1.0 1.5 2.8 -0.5

Beverav:c exoorters 260 10.0 -9.4 13.2 -0.5 1.4 1.8 5.S 3.9

All Africa 657 100.00 0.7 3.0 -0.5 0.7 2.1 2.3 1.3

Smw:e: ECA secretariat.

Sudan where negative groWlh rates prevailed in manu­
facturing valued added (MVA) due in pan to shonages
of foreign exchange for the importation of basic indus­
trial inPuts. However, crude oil production seemed to
have been immune to the mounting political nneenainties
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 fureign companies had
pulled back from new commitments and concessions,
with the exception ofa number of oil field development
projects and Sonatrach's construction and expansion of
gas f ,!!elines to Europe which proceeded on schedule.
Oil production was also on the increase in the Libyan
Arab Jamahiriya, despite Vniled 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 cent 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, Morocco and Tunisia during 1995,
making Tunisia the world's fifth largest exponer.

3. West Africa: Strong rebound in growth

34. In the West African subregion, groWlh was buoy­
ant in 1995, with real GOP increasing by 4 per cent, in
comparison with the 1.0 per cent growth rate achieved
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in 1994. There was only a small recovery in GOP
growth in Nigeria in 1995, but COte d'Ivoire. the largest
CPA economy in the subregion. is reponed to have
achieved a growth rate of6.5 per cent in 1995, as against
I.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 normal to
above-normal, estimated at 21 million tons. Total cereal
production for the subregion is estimated at 28.0 million
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 to 6.0
million tons. COle d'Ivoire and Ghana had larger crop
harvests in 1995. even though severe flooding and ethnic
conflicts in the nonhero 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 toIlS. 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 ceut for rice
and 50 per cent for cassava compared to thepre-civil war
levels. Population displacements left large tracts of
agricultural land desened and uncultivated iIr'these two
countries; with the civil war taking a heavy toll on
rubber, tiJnber logs and iron ore production in Liberia
and diamond mining in Sierra Leone. Cocoa prodnction
increased significandy in C6te 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 affected by the
unsettled 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 ontput and jobs sharply. Crude oil production
experienced disruptions and operational difficulties dur­
ing 1995, jeopardising progress on strategic joint pro­
jects, while capacity utilization of 27 per cent achieved

4. Central Africa: Weakness persists

37. The economy of the Central African subregion
showed a modest upturn in J995, compared to the
negative trends in GOP growth since 1990. Subregional
GOP grew by 1.1 per cent compared tothe.declines of
the -2.5 per cent in 1994 and 3.0 per cent onaverage fur
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 GOP growth
rate, compared to the decline of 7.2 per cent in 1994.
But inflationary pressures remained strong while the
scarcity of foreign exchange deepened. Agriculture was
'perhaps the saving grace, with buoyant harvests ofcoarse
grains in 1995, following favourable growing conditions
although lack oftransport and poor marketing inftastrue­
ture are still major constraints in zaire. Added to that
was the rather small recovery in copper production,
estiJnated at about a 34 per cent increase over the ontput
level of 1994 which in itselfwas the lowest in the country
in decades.

Fig. 6 GOP PER CAPITA BY SUBREGION
FOR 1996 (IN 1990 US DOUARS)

3lO 000 lOOll

in the manufacturing sector in 1995 was the lowest in
Nigeriain 12 years. In' contrast, the perfonnance of the
industrial· sector in Ghana in· 1995 was more than double
thedismaHevet recorded in ·1994, driven for the most
part by ~reasesingold.output. In Guinea, high pro­
duction costs have continued to hann output from the
alumina factory 'While iron ore production in Liberia has
been adversely affected by civil war.

1_

38. Economic perfonnance of the
three oil exponers in the subregion ­
Cameroon, the Congo and Gabon ­
remained poor iII 1995. Economic ac­
tivities were hampered in the Congo by
continuing budgetary and debt-servic­
ing problems, an over-sized civil serv­
ice and a private sector that is yet to be
fully empowered. Aggregate cereals
production wa..~ above average in a1~

most all coulllries of the subregion, but
in Rwanda and Burundi, insecurity in
certain parts and the slow repatriation
of refugees from the United Republic
of Tanzania and zaire is disrupting
food production, while the repercus­
sions of political and edmic turmoil on
dle economies of the subregion remain
strong. With favourable weather con­
ditious and iJnproved input supply,
food production increased by about 17
per cent in Burundi in 1995, but stin the

cowltry needed some 104,000 toilS of cereals and vege­
tables to make up for its food deficit. Land under
cultivation in Rwanda had shrunk by almost 34 per cenl
and the fragility of the food supply situation was most
evidelll in the decline of more than 40 per cent in cereals
production in 1995, a reminder that complete rehabilita­
tion of dIe 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 m:reased in this subregion
from 22.6 million metric tonnes in 1994 to 23. I million
metric tonnes in 1995, a rise of about 0.5 per cent. In
1994, cereal output increased from 19. I million metric
tonnes to 22.6 million metric toones. which was equiva­
lent to an increase of 18 per cent. The subregion's output
of wheat was 2.5 miUion tons, 15 per cent higher than
tlJat 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 suhregion's coarse grain production in 1995 was
19.8 million toll'l, slightly 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 substantial 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 maio coarse grains harvest of 2 million
tons was a record,. In contrast, production decreased by
II 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 1994 as a result oferratic
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 1994. The modest rise in
growth was due in part to political stability in the
subregion. notably in Angola, Mozambique and South
Africa. But output was severely reduced however in
agriculture by drought. Aggregate cereals production in
1995 was 15.6 miUion 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 fen markedly in 1995, doe 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 1995 aggregate
coarse grains output was extremely low, estimated at
10.5 million tODS, 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. On average. the manufacturing sector in the South­
ern African subregion continued to perform better than
those of other subregious, recording MVA growrh raleS
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 mowr industry, which
includes the manufacture of parts and accessories, being
among the fasrcst growing industries. Doring the first
half of 1995, the manufilcturing 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 rhe
cOUDtry, from a low of around 77 per cem in 1992 to a
higb of approximately 83 per cent in the first quaner of
1995. Another country in the subregion, Namibia, per­
fonned relatively better in 1995 than in 1994, with MVA
growth rate of 13.5 per cent, as against 4.1 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 finns.

42. Gold 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 bave 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 toDS in 1994 from 432,000 IOns in 1993.
Mine operations are affected by lack of capital invest­
ment, ore depletion, low recoveries at the Ncbanga
concentrator and operational problems at the Nkana
smelter. Since March 1995, however, production had
peaked and preliminary indications are that it rentained
higb for the rest of the year bringing total output to
390,000 toDS, an increase of2 per cent over the preceding
year. 10 Botswana, the recovery in the domestic econ­
omy remained weak in 1995 mainly due 10 the weak
performance of the mining sector.

C. Policy Developments in 1995

1. Market-friendly macroeconomic poI!l:y stance
and refonns

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, inthe form of budgetary
reforms and restrictions on credit and monetary expan-
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sion, constitured Olle of the widely used policy instru­
ments. Contaimnent ofthe growth of public expenditure
and the application ofausterity measures and civil service

·,efonns aimed 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
conrimting to fallon oecessary investment in vital serv­
ices and infrastruetnre and limitations on budgetary
subsidies. Privatization and commercialization of
poorly nUl public enterprises was contemplated also in
some countries, although concrete achievements and
outcomes feU far shon of plans in many cases.

44. The principal concern of fiscal policy in the major­
, ity ofAfrican conntries centred on the persistent problem
".of huge budget deficits. the financing of which contrib-
· nred to inflation and inflationary expectations in the

economy. There is an increasing realization in African
·cOODlries 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 pnblic
· expenditure has never been easy. however, given the
· various political and social pressures on governments to
guarantee some minimum levels of social welfare to the
population and to maintain military spending in an in­
creasingly lUIbuient and insecure socio-political envirou­
ment. Some governments introduced measures designed
to i,nIprove the productivity of public expenditure and

· investment through prioritization. streamlining aod ra­
tionalization of the government budget. In a few COUll­

tries, the underspending in both recurrent and
development budgets, brought about by continued con­

.straints in implementation capacity, bas accounted for a
seemingly belterthan anticipated overall budget outtum.

45. Virtually aU countries in the region experienced
positive rates ofgrowth in government revenue in 1995,
but the performance generally feU short of budgetary
estimates and targets, owing to the continued poor
growth performance in many economies and the erosion

..of the taxahle base fur excise duties, indirect taxes and
direct income taxes. Tax reform was a key component
of the economic stahilization and revenue generation
progrannnes of many governments, involving rationali­
zation of tariff structure, including a lowering of impon
duties and excise taxes with a view to discouraging
evasion and limiting disincentive effects; fiscal decen­
tralization policies. includiug the devolution of taX 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

c June 1995. almost within three months of its introduc­
tion, is particularly significant in underscoriug some of
the .difficulties in its implementation and the need for
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careful preparation and close consultation with tax pay­
ers for its introdnction. In the particular case of Ghana,
the misapplication of the VAT by distributors and traders
was so widespreadand in some cases, even arbitrary that
the tax had to" be withdrawn in order to contain the
adverse effects on consumer prices. Some of the other
revenue policy measures undertaken in African countries
in 1995 included the introduction of government debt
instruments. i.e.. bonds, treasury bills, for sale to the
pnblic.

46. There was a lull in monetary expansion in most
Africancountries in 1995 due in pan 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 eoough in some cases to fuel inflation in 1995. In
Ghana. there was a budget surplus of 052.6 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 quarrer ofthe 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 financiug 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 9,79'7 per cent
in 1994 to 370.3 per cent in 1995..

47. As can be seen from table 1.8, Nigeria apparently
succeeded in 1995 in eliminating budget deficits that had
almost become a fiscal nightmare in the last few years,
although that achievement has not guaranteed price sta­
bility even in the face of exchange rate stability. This is

Table 1.8: Fiscal deficits/surplus in Nlgeriau Bndgets,
1988-1996 . "

Year Budget deficit H Surplus (+) :1\ DfGDP
. (billions of nair"a)

1988 -12.2 3.5

1989 -IS.3 7.9

1990 -23.5 l~

199\ ·35.3 12.4

1992 -43.3 9.8

1993 -90.0 15.4

1994 -81.0 M

1995 + 1.0 0.06

1996" + 19.0 LIS

Soor<:<:: Annual budgets of the Federal Government of
Nigeria.
Note: " Forecast.
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because, in addition to spirited attempls at greater fiscal
control, the country had reneged on payments of domes­
tic debt obligations and neglected developmelll 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 virtually all
product' and the seasonal shortage of food staples,
inflation soared in Nigeria in 1995.

48. The emphasis 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 COUll­

tries such as Kenya, Nigeria, Uganda and Zambia in­
cluded the strengthening of the regula-tory framework
and prudent guidelines for banking and non-banking
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 institution, the "Credit rural decentralise"
was established in July 1995 to provide credit to and
mobilize savings from the rural sector.

49. Privatization of inefficient public enterprises COIl­
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 investment under the goveroment
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 lltaDufacturing. In
its public sector reform and restructuring programme,
the Goveroment decided to scale down dIe number of
inefficient public enterprises from 109 in 199I 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
emharked on price de-control and liberalization.

50. Mechanisms to ease the bureaucratic procedures in
granting licences and permits for the establislmlent of
business enterprises were put in place in many countries
in 1995, including lbe 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 envirO/mlent
for investments by small- and medium-scale enterprises,

Economic Report on Africa 1996

ElECNCM .22/41Rev.1

the Government ofMalawi established export processing
zones (EPZs) in 1995, offering a special package of
incentives including reductions in corporate tax to 15 per
cent, special tax exemptions and ill;entives, 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 intrnduced in COte
d'lvoire in 1995 with much simplified procedures, while
a new investment centre for the promotion of investment
was established.

51. Price support policies were discontinued in a few
African countries in 1995 in favour ofprice 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 liberaIizationofprices 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 lbe total to 91.5 per cent. Egypt undertook
liberalization of interest rates, phasing out subsidies and
removing price controls and constraints on imports. In
Ethiopia, important policy initiatives continued to be
implemented to emancipate the economy from dIe shack­
les of the previous era of central planning, inclnding
reductions in budgetary snpport for pnblic enterprises.
Several other measnres pnt in place by some of the
cowltries in tile region for the development of the indus­
trial sector included the promotion of export-oriented
and import-substituting industries and the provision of
economic and financial incentives to attract foreigo capi­
tal. In particular, national regulatory frameworks con­
ducive to FDI have heen evolved in many counrries,
permitting easier repatriation of profit and providing tax
concession and olber incentives to attract such invest­
ments. Nigeria, for example, in an 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 repattiadon ofprofits
and ownerslrip 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
hitherro had restricted foreign participation in 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 inpnts more easily and quickly, thereby lowering
the cost ofdoing business. In addition, there were wage
restraints, restructuring of parastatals and reductions ill
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 1980s continued in 1995, with some governments
introducing new land and mineral legiSlation as well as
fiscal reforms aimed at enhancing tbe role of the private
sector. Particnlar attention was given to such issues as
tbe degree of public sector participation in the develop­
ment of mineral resources; the proper balance between
natiolllli and foreign private sectors inclnding the role
of small- and medium-sized enter-prises; and the appro­
priate regulatory framework for the encouragement of
foreign invesunent. Emphasis is increasingly placed on
the integration of the mineral sector with other produc­
tion sectors and the service snbsector at national, subre­
gional and regionallevds and on avoiding damage to the
environment. In Nigeria, for example. more allowances
were granted to the mining sector through the increase
of initial allowances from 20 to 30 per cem. C<lte
d'Ivoire introduced a new mining code while the Central
African Republic, in addition to re-using 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 refonus 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, mineral production ha,
remained export-oriented, with little or no forward link­
ages.

2. Trade and exchange rate policies

53. As far as the external sector is concerned, the
policies of export promotion and impon curtailment are
yet to bear fruit in many African countries. Africa's
exports have not increased significantly in the short run
owing to their inelastic 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. Only 15 African countries managed to maintain or
iocrease the ratio ofexports 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 ofAfrican cnrrencies has been quite large, reaching
more than 50 per cent against the United States dollar iu
many cases, with some countries devaluing their curren­
cies several times over widlin 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 Jamahiriya in November by
15.5 per cent. African countries have moved progres­
sively towards market-<letennined exchange rates and
itterest rates. The liberalization of foreign exchange
rates has resulted in significant creeping depreciation of
currencies and the narrowing of the differential between
'official exchange rates' and "parallel rates". As of
mid-1995, 17 African countries had adopted an 'inde­
pendently floating" exchange rate regime, seven were on
a "managed float" system, five on a "composite currency
basket" system and 29 countries were still on a "single
currency reserve system' , with !he largest of these in the
CFA franc zone. A number of African countries, in­
cluding Kenya, the United Republic of Tanzania,
Uganda and Zimbabwe, acceded to article VII ofthe IMF
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 Govermnents, acting through the
Organization of African Unity (OAU), reiterated their
commitment to relaunch and strengthen their develop~

ment efforts in the Cairo Agenda for Action (1995) for
relaunching Africa's economic and social development.
They expressed in particnlar the need to enhance their
cooperation in the implementation of the Abuja Treaty,
following its entry into force in May J994, and to firm
up the modalities for operationalizing the Treaty through
the strengtheniug of tbe regional economic communities
that are the pillars of the African connnon 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
OAUIECAIADB 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 coordinate their
activities and policies at the regional level if the imple­
mentation of trade liberalization and cooperation pro­
grammes and projects is to be more effective withiu die
region. Some of the concrete steps that were taken in
1995 to enhance the role of the regional economic
communities in the implementation of the Abuja Treaty
included the conduct ofa comprehensive feasibility study
on finaocial 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 widl those of the Afri­
can Economic Community.
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57. In Central Africa, the Economic and Customs
Union of the Economic Community of Ceutral 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
intra-Community trade and a turnover tax whicb is to
pave the way for the introduction of VAT. The tax
systems 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 fields 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, fortber 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 ofshared watercourse sysrems in the subre­
gion; and, (ii) the Southern African Power Pool Agree­
ment aimed at the creation of a common pool for
electricity, with a view to mjnimizing costs and main­
taining reliability and self-sufficiency of supply in the
subregion.

58. One of the major means of facilitating the integra­
tion process is the development of transport and commu­
nications. The tenth Couference of African Ministers of
Transport and Communications, held in Addis Ababa in
March 1995, reaffirmed the continued relevance and
critical imporlance of the second United Nations Trans­
port and Communications Decade in Africa (UN­
TACDA 0), urging member States to make every effort
to support the national coordination committees and to
facilitate, encourage and strengthen the activities of the
national initiatives in fund-raising and implementation,
taking into account the environmental impactoftransport
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
iosututiuDS as well as African financial institutions to

lend their support to the achieve-ment of the goals of
UNTACDA II.

59. In addition to commitments to the reactivation of
cooperation in the fields of traditional means of conunu­
nication, African countries bave started to realize the
importance of electronic communication facili-tated hy
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-jng 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 have heen 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
importalll events that will bave a salutary effect in
advancing social development in Africa. The United
Nations Social Suntmit, held in Copenhagen, Denmark,
in March 1995, whicb brought together 13,000 partici­
pants from more than 180 countries, 10,000 observers
anti 3,000 non-governmental organizations (NGOs),
agreed on a social contract to eradicate poverty and
unemployment and build a new social solidarity across
the world. Copenhagen was part of a series of United
Nations conferences - including the Rio Earth Suntmit
(1992), the Vienna Human Rigbts Suntmit (1993), the
CaiTO population summit (1994) and the Beijing
women's summit (1995) - whicb aimed to pro-vide a
manifesto on global social organization for the millen­
nium. These different initiatives and particularly the
Social Suntmit were important for Africa which, in spite
of baving 33 out of the 47 LDCs in the world, attracted
barely 6 per cent of the international investment needed
to tighr growing poverty. Partly as a result of the
awareness and deep concerns generated by these confer­
ences, sub-5aharan Africa bad, 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 whicb donor
countries sbould reserve 20 per cent of their aid budgets
for African social development, while the recipient coun­
tries correspondingly commit at least 20 per cent of their
national budgets and match the ..ternal resources. The
expectation is that this will act as a catalyst to the
promotion of employment, equality between men and
women, universal access to education, adequate bealth
care, and protection of workers' rights.

61. The fourth World Conference on Women, held in
Beijing, China, from 4 to 15 September 1995, adopted
the Beijing Declaration on Women and the Platform for
Actiou. The Platform for Action endorses and encom­
passes the African Platfonn for Action adopted earlier
in Dakar, Senegal, in November 1994, underlying the
need 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 Platfonn
of Action. the world now has in place a comprehensive
action plan for enhancing globally the social, economic
and political empowennent of women, for improving
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their health and advancing their educatiou 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 envir01lI1lent, to appreciate better
the h1lI1lan rigbts of women as an inalienable, integral
and indivisible part of wriversaJ hwnan rights and to see
access to health, maternal care and family-plamung
facilities and education and infiJrmation as essential
ingredients in the exercise of such rights.

62. In Africa, women are increasingly becoming the
hub of development in some cuuntries and the main
income earners for a majority ofhouseholds, particularly
in agriculture where they playa key role in food produc-
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tion activities as weB as in the traditional domestic
chores. Still, in many parts of Africa, cultural traits and
taboos 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 welt as their lack ofaccess
to credit facilities for investment in self-employment
generating activities. These are some of the constraints
that still inhibit gender equality in the African region and
it is to be hoped that gennine efforts will be made by
African Govermnents and peoples and their development
parmers to enhance the status of women and improve
their participation in the development process within 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 demography, edoca6on, health, employment
and the refugee situation in Africa is to once again
highlight the critical needs for African countries to
restructure and reorientate their policies towards en­
baoced social development in colISonance with the goal
of poverty reduction. Absolute poveny in sub-Sabaran
Africa bas been on the increase for many years. With
estimates indicating that the number of poor people bas
been iocreasing by 8 to 9 million lUlIlually, almost half
the population of sub-Saharan Africa will be living below
the poverty line by the year 2000.

A. Unsustainable Population Trends

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

1. Alarmingly high fertility le~els

Table 11.1: Mrialn population, by!ubregion,
1990-2000: Medium ~arlant

Subregions
PoftlllatioftIlOOO,'

1995 2000

Eastern Africa 227107 261292

~alAfrica 82326 95577

Nort1lcm Africa 160582 178443

~erDAfrica '7396 53004

W_rnAfrica 210663 243280

Africa 728014 831596

Source: World Pop'darion Prospects, Population Divi­
sion, Depanment for Economic and Sociallnfonna­
tion and Policy Analysis, United NatiollS, New York,
1995.

65. The issue of higb fertility in Africa and its critical
relation to maternal and child health, poverty and sus­
tainable development has been seriously addressed in a
number of fora. The most recent of these include the
third African Population Conference, held in Dakar,
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Senegal, in December 1992 and the International Con­
ferenee on PopuJation and Development (ICPD) held in
Cairo, Egypt, in September 1994. Following these
imponant milestones, ECA organized in Abidjan, C6te
d'Ivoire, an Experts and NOOs Workshop on the imple­
mentation of the DakarlNGOR Declaration and the
ICPD Programme of Action in 1995, in the framework
of the Joint OAUIECA/ADB Secretariat and incoopera­
tion with the International Planned Parenthood Federa­
tion (IPPF) and the United Nations Population Fund
(UNFPA). An imporrant con-sequence of these confer­
ences is the inereasing DlIlIlber of ECA member Srates
(26 in 1995 and possibly 293 in 1996) adopting specific
population policies, including the reduction of fertility.

66. However, the rotal fertility rate for the region,
especially in sub-Sabaran Africa, is still comparatively
high. Except for North Africa, which bas a total fertility
rate (TFR) of 4. ?, 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 monality and
on infant and child monaJity and morbidity rates. How­
ever. contracep-tive prevalence rates have remained
whicb are extremely low in Africa relative to other world
regions, due to the lack ofcommitment and government
policies in making modem contraceptive measures avail­
able, have recendy increased, leading to slightly declin­
ing TFRs, For instance, ECA data indicate that ·With
regard to current use of any modem 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), Morocco
(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 countries, tlJe 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. Challenae of high dependency burden

6? As a result of high population increase, the depend­
ency ratio in Africa is the highest in the world. The
population ofchildren aged 0-14 years constitutes almost
50 per cent of the total popuJation. Africa's high depend­
ency burden at 92 per cent compares unfavourably with
68 per cent in Latin America, 61 per cent in Asia, 51 per
cent in North America and 50 per cent in Europe. An
inevirable concomirant 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 ellSUIes that the demand for urban shelter
and services expands more rapidly than their supply,
leading to rising prices for urban 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 to 85 per cent of the inhabitants living
in slums and informal settlements, typified by poor
sanitation, inadequate 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-
ing.

B. The Health Situation

1. Deteriorating Institutional and physical
Infrastructure

69. The health sector cominues to bear a disproportion­
ate burden of the ongoing socio-economic crisis. In
many cOUDtries, 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 seclOr in sub-Saharan
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
larg~ proportion of public expenditure on health, some­
times as high as 60 per ceOl, goes towards curative

services in a few teaching hospitals. At the currem!evel
of Africa's economic developmem, focusing on primary
health care is the only viable strategy for achieving health
for all in the foreseeable future. For over a decade, the
WHO Africa Regional Office has been exhorting African
countries 10 rethink their health policies and reverse the
concentration of the meagre health services in a few
urban areas. The district and community focus in health
care provision which underpins the WHO/Africa Re­
gional Office framework for health policy development
and for achieving health for all by lbe year 2000 is yet
to receive universal endorsement in Africa.

70. In many countries, an overwbehning 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-a-vis institutional and infras­
tracrural facilities. For example, mOfe than 50 per cent
of the African population do not have access to modem
health facilities and 30 per cent have no access 10 safe
drinking water and sanitation. In many cases, over 60
per cent of people in the· rural areas have no access to
these facilities. High levels of maternal, child and infant
mortality and low rates ofimmunization are symptomatic
of the gross neglect of Africa's rural communities. As
can be seen from table n.2, the rural sector is seriously
disadvantaged in the provision of health and health-re­
lated services. There are significant variations also in
the provision ofthese services as between subregions and
conntries 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 enonnous
costs to patients. both in terms of time and mooey
involved.

Table 1l.2: Some health indicators In seleded Afriean c.ountrles On percentage)

Population with access Population with Population with access Fully immunized l-Yelir-oJd children
to safe W8u:r adequate sanitation to health se(Vi~ t99O-1994

Country t990-1995 1990-t995 1985-1995

Urban Rural Urban Rural Urban Rural TB· Din.·· Polio Measles

Algeria 96 60 93 61 100 95 92 72 72 65

, Eovo' 97 6t 80 26 tOO 99 95 90 91 90

Cameroon 57 43 64 36 44 39 46 31 3t 31

Ken"" 67 49 69 81 -- 40 92 84 84 73

Namibia. 87 42 77 12 87 47 100 79 79 68

Nil1eria 63 26 40 30 85 62 46 41 35 41-
Ni.er 46 55 71 4 99 30 32 20 20 19

Mozambim. 44 17 61 1I 100 3D 78 55 55 65

Uaanda 47 I 32 94 52 99 42 _ 100 79 79 77

Zaire 37 23 46 1t 40 17 43 29 29 33

Smw:e: 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 3. Inadequate and lagging imnwnization
health care programmes

71. Failure to implement preventive health care 72. In the African region, immunization against major
(PHC), with its emphasis on community health, has had killer diseases is below the target set by WHO for the
profound ramifications on Africa's long-term develop- mid-1990s. This is particularly the case in rural com-
ment prospects. For instance, lack of basic sanitation munities and in countries facing serious financial crisis
and safe drinking water, which is integral to PHC. is and economic recessloD, or those mired in intel1:ecine
reSJ'Onsible for diarrhoeal diseases which are among the wars and civil strife. Immunization in Africa, especially
leading causes of death among children under five years against the major childhood diseases, is significantly
of age. Diarrhoeal diseases can easily be con-trolled by below the global average. Large outhreaks ofdiphlheria
the provision of safe water and sartitation and through and measles continue to afflict children who otherwise
increased availability and nse of relatively cheap oral could have been protected through early immunization
rehydration therapy or salts (ORT/ORS). Recent data programmes. hnmunization ramifies into many aspects
indicate ORT use rate in sub-Saharan Africa to be about of child health. For instance, inununi-zation against
57 per cent, compared to the WHO recommended lISe measles and pertussis contribute significantly towards
rate of 80 per cent by the year 2000. However, with the contaimnent of acute respiratory infections. espe-
assistance from the United Nations Children's Fund cially pnelUllonia, which is the single biggest killer of
(UNICEF), considerable progress has been made in children.
recent years in African oowltries in the use of oral
rehydration therapy. Sixteen countries in Africa have 4. Containing tbe HIV/AIDS pandemic
lifted use rate by 30 percentage points or more over the is a priority
last decade.5 Between 1987 to 1993. regional oral
rehydration therapy use rate ranged from 10 per cent in 73. Globally, the spread of HIV/AIDS continues to be
Mali to 90 per cent in Zanlbia. In addition, public health rapid with an estimated 5,000 individuals being infected
education in various forms can considerably reduce such daily.6 Despite weak epidemiological surveillance and
major impediments to health as malaria, sexually trans- serious under-reporting, WHO data indicates that
mined diseases (STDs) and severe malnutrition which HNIAIDS is increasing at an alarming rate in Africa.
contributes enormously to acute respiratory infections - Thus, most of these new infections are occurring in
the leading cause of death among African children. Africa where at least one million persons are being

infected annually and the projected nlUllbers for the year

Table 11.3: AIDS eases reported to WHO by country/area based on reports received through 30 June 1995. [I
-'1 -- --

JCountrv 1979·1992 1993 1994 1995 Total- ._.-

Botswana 1078 870 968 194 3110
Burundi 6763 117 -I - 144 a __ 7024_
~L 5267 1206 1300 a 7773

Ethionia 4884 5124 5558 2476 18042..

Ghana 10305 2371 2330 0 f-. 15006___ o_

Cate dlvoire 14655 4012 6566 f--.----'l- f-- __25236 _
Kenv• 37029 11560 7347 .. 637 5_657~_- -
Malawi 26955 .~LL. 4732__1--- 1070 37673
Mozambi(Jlt: 662 164 ~ 455 1815 __
Rwanda 9486 1220 0 f- a 10706-- -

United Rcnublic.ofTanz_ania 4242? -_. 3327 219 --* ::~::-I Uganda --+-... 38552 2641 4927
Zaire 22159 588 3384 _~O__ _ 2613 __
~Zambia _....I!li - 226JO 0 f----- _~=t:=~34-----
Zimbabwe 18731 9174 10647 --- -!L _ !8552~- - "- --- -

Soun:e: WHO Africa Regional Office, Brazzaville, Congo, 1995.

Economic Report on Africa 1996 23



ElECAlCM.22141Rev.1

2000 are 20 million.7 Within sub-Sabaran Africa, HIV
infection is unevenly distributed across geo-graphic ar­
eas, age groups and socio-economic classes. The per­
centage of the population infected with mv ranges from
less than I per cent across most of the continent to more
than 25-30 per cent in certain cities in Eastern, Southern
and Central Africa. The most seriously affected conn­
tries are those rougWy clustered around Lake Victoria.
They include Burundi, Central African Republic, the
Congo, Kenya, Malawi, Rwanda, ilie United Republic
ofTanzania, Uganda and Zaire. Table n.3 indicates dilit
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, C()te d'Ivoire 9.3 per
ceut, Malawi 13.9 per cent, the United RepUblic of
Tanzania 17,0 per cenl, Uganda 17.0 per cent, Zaire 9.7
per cent, Zambia 11.0 per cent and Zimbabwe 14.2 per
cent. Previously, mv/AIDS had oot been a serious
problem in ilie West African subregion, however, table
II.3 indicate' that H1V/AIDS is becoming a major health
problem in Cilte d'Ivoire and Ghana. This clearly indi­
cates the need for vigilance and surveillance in countries
that are still relatively free of the pandemic.

74. The mV/AIDS scourge is now one of the leading
causes of death among adults in a munber of African
countries. In countries severely affected by the pan­
demic, studies indicate ilial up to halfofall hospital beds
may be occupied by HlV/AIDS patients. Also, the
pandemic is sigrtificanlly associated with the upsurge of
tuberculosis. Recent data by WHO indicates that in
some communities, the incidence of TB in HlV 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 10 TB
control is the lack of political will. Relatively inexpen­
sive cure is readily available but not being widely used.8

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 millioncases ofSTDs in sub-Saltaran Africa. The
risk of trans-mission and acquisition of mv is five­
twenty fold in ilie presence of STDs. 9

75. In the absence of a cure, strategies have largely
focused on changing human hehaviour and attitudes.
Emphasis on rural communities and urban households
higWights the need for connnunication and action pro­
grannnes which attempt to raise the consciousness of
women, promote knowledge among youth, especially
young girls, who are disproportionably vnlnerable, and
teach skills required to enforce the knowledge which has
been disseminated. In some connnunities, 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 yonng girls for sex because of
their presumed innocence.

76. Illfonnation campaigns have been successful in a
number of countries which have increased the level of
awareness regarding transmission routes, the need to
alter sexnal behaviour and reduce unprotected sexual
contact. These inclnde Madagascar, Rwanda and Zim­
babwe. In Rwanda, out-of-school youth show evidence
ofreduction in risk-taking and positive changes ingender
relations. In several countries, including Uganda and
Zambia, the stigma attached to HIV/AIDS has been
substantially rednced. 10 Governments are collaborating
with community leaders, musicians, NGOs and interna­
tional organizations in media campaigns. Thus in Zaire,
pre- and post-campaign surveys in 1991 revealed a
five-fold increase in condom use. 1t In the numerous
mobilization progrannnes, various connnlllJication mod­
els have been developed including peer education, out­
reach connnnmcation, community initiative models and
school clubs. The peer education approach has been one
of ilie most successful.

C. Challenges to African Education

1. Less public spending in the face of more needs

77. The crisis iu African education has intensified.
Rapid popnlation growth rates and severe cnt-backs in
public expenditure often in connection with debt resched­
uling and economic restructuring, among otber factors,
have cnIminated in a near collapse of tbe educational
infrastructure. Table TI.4 shows public expenditure on
education in sub-Sabaran Africa to be the lowest in the
world. The most severe cuts on education bave been
made in capital and recurrent expenditures for new
COllstruction, supplies. furniture, equipment for science
laboratories and for repair and maiutenance. Tn the light
of the continning socio-economic crisis, rehabilitation of
decaying edncational institutions bas become dawuing
for most COll1ltries. Moreover, ilie pnblic expenditure
for all levels is disproportionately skewed in favour of
higher education but that has !lOt rescued this level of
education from decaying infrastructure, low pay and
poor working conditions, flight ofteachers and industrial
disputes that have kept classrooms and laboratories
closed for months, if not years. Onilie other band, data
from many African cowltries indicate that at the primary
level, there is pracrically 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
resnlt of devaluation and rising inflation rate. Conse­
qnently, the contribution which edncation is expected to
make to Africa's recovery and socio-economic develop­
ment is clearly not yet on the horizon.
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education. Their products
are poorly prepared for sec­
ondary and tertiary educa­
tion, and il1-equi~ed for
lifelong learning. ,,1
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80. Higher education in most African countries faces
unprecedented crisis and caUs for special attention from
policy makers. A number of factors seem to have
considerably exacerbated die situation. The Dlost salient
of these are, inter alia, incessant currency devaluations
and higb rates 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; 13 student boycotts of classes or strikes by lecturers
and professors; lack of equipment and teaching materi­
als; etc. These factors, compowlded by political insta­
bility, translate into a continuous exodus of university
teacbers to foreign countries in searell of better remu­
neration and working conditions, and this in turn leads
to a further decline in the quality of higher education iu
particular, and education in general.

79. The problems of middle level education in secon­
dary, grannnar, teacher training and vocational and
technical education are too vast to be adequately treated
here. However, tlds 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.

3. Middle and high level education also at
crossroads

PercenLa
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Table 11.4: Public expendlt

Regions DSS (billions)

1980 1985 1990

Sub-Saharan Africa 15.8 11.3 15.2

Arab States 18.0 23.6 24.7

Latin AmericaJ 34.2 28.9 47.1
Caribbean

Eastern AsiafOceanil, 16.0 20.1 31.8

Southern Asia 12.8 14.7 35.8

Sm..trce: UNESCO, World Education

2. Declining primary level enrolment

78. Even diough die total enrolment of
levels bas been on the increase, gross e
at the primary level, as indicated in ta
steadily declined from 76.0in die mid-198
cent in 1992 and is further estimated to
per cent by the year 2000. Persistent cri
level is exemplified by declining standar
in high rates of attrition and repetition of
crowding, lack of basic teaching mate
morale among teachers. The crisis is
bated by parents' lack of confidence in
system due to die rising cost of educa-tio
accompanied by an increase in formal e
pornmities. Due to a myriad of cul-tur
have borne a more disproportionate bur
ing crisis than boys. The continu-ing ed
at die primary level is particularly serio
long-term socio-economic developmen
that die highest rates of return to educati
at the primary school level. Studies
equivocally the positive relationship belw
mary education aod such diverse spite
capital development, life expectancy, a
ductivity, nutrition, fertility levels, inco
and child health. Education of girls at
more important for sustainable devel
primary schools often compromise the

,

Table 11.5: Past,

e Gross
Year

'1980 --~=t-~~~--.
\990 ±=f9t:2 ~4.3 --I--
2000 71.7

Source: UNESCO, Report on the State a
and AchievemenL~", UNESCO, Breda, I
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Table 11.6: Estimated adultliter""y rates (percentages)", 1980-2000
_.- - ._~--

1980 1995 2000
Regions

M F MF M F FMF MP M

~har!l:n Africa 40.2 51.8 29.2 56,8 66.6 47.3 62.0 70.9 53.3

Arab States _.40.8 55.0 26.2 56.6 68.4 44.2 61.5 72.2 50.1

LAtin A~~_f9'7
82.1 71.5 86.6 87.7 85.5 88.2 89.0 87.4

~n _

Eastern Asia! 69.3 80.4 58.0 83.6 90.6 76.3 8fi.8 92.8 80.6
~a ,

Southern Asia 39.1 52.8 24.5 50.2 62.9 36.6 53.7 66.0 40.7

4. Number of adult illiterates on the increase

81. Non-formal education and literacy progtammes
have not grown fast enough to compensate for the
shortfalls in the formal educational system. Altbough
literacy ratios have riseu, as can be seen from table n.6,
the number of absolurely 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 (Xlverly and increasing cost of
education at the primary level account largely for the
rising illiteracy in the region. Available information
indicares that !he percentage of literacy is highest in
EaSlern and Sonthern 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 !he lowest percentages.

Notes: M ~ Male; F = Female
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D. Employment and Unemployment

1. Inadequate job and work opportunities

82. The 1995 World Swnmit for Social Development
reiterated the inseparable link between poverty reduction
and employment, stating, i.nteuilia. thal: "Productive
work and employment are central elements of develop­
ment... Sustained economic growth and sustainable
development as well as !he expansion of pro-ductive
employment should go hand in hand. Full and ade­
quately and appropriately remunerated employ-ment is
an efrective method ofcombating poverty and promoting
social integration" .14 Creating enougbjobs and prnduc­
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
or elKlUgh labour absorption
capacity to keep pace with
population growth, urbaniza­
tion and the rising expecta­
tions of their citizen.~.

83. The labour force in Af­
rica is growing at about 3 per
cent per annum while pro­
ductive employment lags be­
hind at 2 per cent armually.
According to the 1995 Afri­
can Employment Report, 15

unemployment in the early
1990s was estimated at 20.0
per cent fur the urban areas.
The number of urban unem­
ployed has been growing at
the rale 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 bave to grow at a rate ofabout 5 to 6 per cenl
per annum in order 10 meet the employment needs of
fresh entIaDts into the labour force and to reduce the
nwnher of poor people in the region. 16

84. ThellllelIlployment problem remains critical in
Africa. High levels of unemployment. particularly
among educated people including university graduates.
is alarminglY high in a number of African countries. The
implications of large munbers of unemployed educated
youth and university graduates are serious for Africa's
social and political stability. Youth unemployment rates
are about three 10 four times higber than for older
workers, rising 10 some 40-50 percent insome countries.
Among women it is two to three times higber than among
men, partly through gender biases, hut also because
about 60 percem ofAfrican women over 15 are illiterate,
compared to 40 per cent of men. It sbould be noted,
bowever, that Africa's unemploy-ment figures do not
fully reflect the actual situation. Given the small size of
the formal sector, unemploy-mem figures mask many
other related situations sucb as underemployment and
under-lltiliution of skills. the size and capacity of the
infonnal seCtor as well as the millions of women and
girls engaged in bidden. non-accounted prnductive work
in housebolds, family enterprises and in fanns.

2. Saturation of the informal sedor 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 bas to be recognized
as the most significant structural CbaDge in African
economies. The sector's capacity to absorb unemployed
labour is demonstIated by the fact that in sub-Saltaran
Africa, informal sectors created 6 million jobs between
1980 and 1986, compared with 500.000 created in the
forntal sector over the same perind. 17 The general
policy towards this sector, therefore, sbould be to re­
move administrative, fiscal and other obstacles to its
growth and to facilitate its employment creation fuoc­
tions with access to training, credit and advisory serv­
ices, productive inputs and improved pro-duction
technology. Financial resources and investment in skills
andinfrastrueture are urgently needed.

E. The Refugee Problem

Slow ProgrESS with repatriation and reintegration

86. The number of refugees and displaced persons in
Africa remains eXlremely 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
institutions or persons wbo bave privately sougbt asylum
in other countries. As can be seen froID the table n.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)18 eslimates indicate that of the 27.418.000
wbo 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
buman displacement are political (ethnic conflicts. civil
wars), drougbt and famine. The latter is responsible for
large-scale displacement ofpersons now termed environ­
mental refugees.

Table 11.7: Refugee population by country/territory
of 8.y1Wll and origin, 1995

Country of Main countries ofasylum Total
oriJrin --

Rwanda Zaire Tanzania Burundi 2 157000

Liberia COte d'ivoirc. Guinea 767700

Somalia Etbiooia Kenya 455000

_Eritrea Sudan 419300
-~

Sudan U"anda Zaire 291 900

Burundi Tam.ania Zaire 382800

Aneola Zaire Zambia 264 060

Sierra Leone Guinea Ubcria 275 100

MozambiQue South Africa 90000

Chad Sudan 141400

Ethionia Sudan 160 000

Mali Mauritania, Algeria,Burkina Faso 159700

Source: United Nations Higb Commission for Refu­
gees. The State of the world's Refugees. Oxford Uni­
versity Press, New York. 1995, Table 3. pp. 248-249.

88. Conditions permitting. rapid and early voluntary
repatriation of refugees to countries of origin ·is the only
sustainable solution to the African· refugee problem.
Towards this end. there bave been a number of positive
developments. for example, the recent agreement be­
tweeD Togo and UNHCR for the voluri!ary repatriation
of Togolese citizens and the relative political stability in
nortbc:rn 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
Djibouti while many.others registered for repatriation
from the Sudan and Kenya to Ethiopia. TbC 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 neighbouring countries has con­
'siderably Iightered 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 to the

return of more than 300,000 refugees and hundreds of
thousaDds of displaced people; just as the 1995 Abuja
peace agreement between the Liberian factions should,
ifsustained, hasten the process of voluntary repatriation.

F. Policy Framework for Social
Development in Africa

1. 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, whelber at lbe formulation
or implementation stage. ,Instead, what obtains for now
are inappropriate social development policies oriented
towards the urban enclaves and lack of boltom~up ap­
proaches widl emphasis on decentra1ization, self-reli­
alre 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. It must incorporate adequately the
formulation and implementation of social development
policies, especially as they pertain to such issues as
population, poveny reduction aDd sustainable human
development, basic health, education, Ibe pursuit of
productive full employment for all and Ibe integration of
women in the development process. Such a holistic
orientationand integrated approach to development must
ineluctably conceive of social development as an integral
and important component of sustainable and long-term

',socio-economic transformation. Besides, it needs to
address Ibe often-neglected issues of excessive rural-ur­
ban migration, food insecurity, high levels of ul1<:mploy­
meOl and povetty. The provision of universal and
com-pulsory basic education musr be on Ibe top of the
social policy agenda, and so must be the provision of
basic primary health care. The question ofmaternal and
cbild health and family planning needs also to be ad­
dressed as it ramifies into such other areas as child and
maternal health. Sustainable povetty reduction is in­
separably linked tb the issues of democratization and
popular participation, which'are today the most pressing
issues on the African development agenda.
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2, Achieving basic headth for'alll$ an Imperative

90. Achieving basic health for all is Ibus imperative for
poverty reduction and sustainable development." Policies
are urgently needed to address the major "bstaeles to die
provision of basic health services in Africa, iD particular
the predilection towards curative health c¥e provision.
To do so, integrated and coherent healdl 'policies must
be grounded in the principles of primary heallb care and
WHO/AFRO's African Health Development :Frame­
work which underlines the goals of health fur all by the
year 2000.

91. In consonance'With the Batnako Initiative and Sai­
tama Declaration, 'ECA member States must inten-llify
efforts to develop strategies for health care firtancing
community participationand mobilization for health care
provision and extensive training for comm.unity health
workers and the establishment of district health commit­
tees. The establishment of critical drug lists and cost­
recovery mechanisms 'are essential components of sus­
tainable preventive and coriununity health care. Govero­
ment expenditnre in the health sector must be
restructured in favour of preventive and community
health care, paying particular attention to the rural and
urban poor. Some of the areas needing urgent attention
are maternal and child health services, especially immu­
nization and family planning programmes, pnblic health
education, nutrition, sanitation and provision of safe
drinlring water, the containmeOl of HlV/AIDS, sexually
transmitted diseases and tuberculosis, promo-lion of
healthy lifestyles and stable and safe environment. Un­
der the Special Initiative for Africa, significant expan­
sion ofAfrica's primary health facilities is projected over
a IO-year period, under the theme, "New hope for the
upcoming generation". With reduced military' expendi­
ture by national governments, more funding COuld be
channelled [0 the sector. Negotiated "debt for health"
swaps and debt cancellations can also enable African
Governments to carry out extensive heallb sector refunns
for primary health provision.

92. Declared a global emergency by WHO since 1993,
the recrudescence of tuberculosis and its threat 00 public
health 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
HN/AIDS. Public health messages which warn people
against casual sex with multiple panners, unprotected by
condoms, should also include TB as a disease to guard
against. Ministries of health, family planning and repro­
ductive health agencies and centres must, with the assis­
tance of United Nations agencies and NGOs, use the
communication media, pharmacies and other health
stmenues to issue information and ensure availability of
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good quality condoms, as well as the appropriate treat­
ment for EN/AIDS and AlDS·related tuberculosis.

3. Greater linkages between educ:atlon and the
world of work

93. The World Confereoce 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 199Q.2000 is estimated at
no less than $US26 biUion, Africa's per capita expendi­
ture on education remains at $US28 compared to $US49
in other developing countries. The allocation of re­
sources earmarked for education is ll"Jally 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 financing 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, innovative meth­
ods ofeducation cost management are urgently required.
Cost recovery and fee-sharing is one strategy used to
augment state educational expenditures by transferring
part ofthe 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 requires. 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 rural areas.

ElECAlCM.22141Rev.1

95. In many African countries, edvcational and train­
ing policies are currently In need of in-depth rethinking
and revision, given that in some cases, high school
lcavers and even Wtiversity graduates cannot find wage
employment. some times for several years. Tbey are
increasingly caught in a situation of long-term structural
incongruence between human resources development
and socio-economic development. Science and mathe­
matics education have received greater emphasis in the
curriculum in recent decades, but they are stiU largely
taught theoretically, while instruction in technical suh­
jects and productive technology is seriously deficient.
Teacher training colleges ,.,ed 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 scieoce and
practice also need emphasizing, since agriculture is still
the largest employer aod the basis of rural development
and agro-induslry.

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, agovernment 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 attention must be paid to
the quality of education so as to develop the appropriate
human capacities and skills needed fur sustained socio-

Box,·
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economic development, including entrepreneurial edu­
cation at all levels.

97. Comprehensive educational and manpower plan­
ning and policies for socia-economic development must
address the very serious problem of brain drain, espe­
cially among higWy trained professionals in such diverse
fields as medicine and medical sciences, engineering and
social sciences. These professionals are trained at a
tremendous cost to Africa. Among the most salient
faCfil\'S accounting for brain drain are sharply declining
wages and incomes, declining economic opportunities
and inhospitable working environment, social injustice
and political instability. Halting significant outflow of
highly skilled personnel and attracting those who bave
already left will require pntting in place effective incen­
tive StrUcttnes: financial and tax. incentives, oppornmi­
ties for self-employment 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 housing and the environment

98. Most African countries have experienced sponta­
neous and baphazard urban sprawl and are usually unable
to keep infrastructure and services in hannony with
population growth and risingei<pectations. Systematic
urban development planning and maintenance is urgently
needed 10 deal with large concentratious of people in a
few capital cities at the expense of secondary cities and
rural service centres. Policies are also needed to arrest
the proliferation of shanty towns, peri-urban areas and
urban slums and to bait urban decay in African major
cities as old infrastructure deteriorates due 10 lack of
maintenance and new planned investment, illSufficiem
political and civic commitment and enormous population
pressure.

99. Within the framework of an urban environment,
sustainable human settlement presupposes, among other
things, adeqnate shelter for aU. UnderpiJming integrated
hnman settlements planning is a need for political com­
miiffitmt, well,trained staff and strong local and national
institutiOll'i for planning and managing human settle­
ments, balanced land-use development within seclOrs
and in both urban and rural 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
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issues to be .discussed during the forthcoming United
NatiollS Conference on Human Settlements (Habitat II)
in Istanbul, Turkey in June 19%.

100. African Governments will need to take advantage
of the outcome of the Conference. which is expected to
encourage goverumen(s 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 centres of
economic productivity and social development. Cities
not only offer significant economies of scale in produc­
tion, employment, housing and services, they provide
also the impetus for innovation and change.

101. Agenda 21 of United Nations Conference on Envi­
ronment and Development's (UNCED) Rio Conference
in 1992 discussed human settlements, environment and
population policies and noted the need to mitigate ru­
ral/urban migration tJows. Given the need for balanced
spatial population distributiou, governments were en­
couraged to achieve urban consolidation through small­
and medium-sized urban centres and to promote rural
industrialization tluough labour-intellsiv~ 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
granrmes at country level and highlighted such imple­
mentation cOIIStraints as the unrealistic targets set Oul in'
hoth documents without adequate regard for national­
fmancial and illStitutional capacities. It also stressed the
need for countries to integrate population and human
settlements planning into ongoing and future SAPs.

103. Financing and mainJaining infrastructure for hu­
man settlemeots needs national and local bndgetary allo­
cation as well as affordable cost-recovery measures. If
urban decay in Africa is to be halted, govermnents and
city councils and managers need to upgrade standards,
systems and equipment; Garbage disposal systems amI
provision and improvement of toilet facilities and basic
sanitation, piped water systems that deliver dean water
regularly, continuous electricity supplies, health and­
education services all require conunitted management
and an integrated policy coordination.

5, Promoting earnest productive employment and
sustainable livelihoods

104. Infonnal sector employment puli,y both in urban
and rural areas needs far more emphasis for employment
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generation. since strategies aimed at it and at the UlIeffi·

played may have 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 opportlllri­
ties, particularly in the informal sector and sustainahle
livelihoods, particularly in environmentally marginal
areas. In this regard, the Initiative supports building on
local knowledge and community-based action, increased
access to technology, skills development, en­
trepreneurial training and micro-credit and a participa­
tory approach, especially in rural communities in arid
and semi-arid environments.

105. Sustainable rural 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 rural 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 conuuwJica­
tiOIt;, schools and hospitals, recreational 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 govertUnental 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 die Asian
newly industrialized cOWitries (NICS). These countries
have been successful in fortllulating and implementing
policies to pave the way for social transfortnation
through increased pace of small-scale industrial develop­
ment which however reqnired adequate ruralfagricul­
tural development to create effective demand. They
promoted the transfer of agricultural nnderemployed
workers to industry and heavy investment in labour-in­
tensive employment in rural areas during the early stages
of development. Investment was directed not only at
agricultural productivity and expansion but at rural
small-scale industrialization as well, with well coordi·
flated movement into export-oriented produClion from
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the early phase of import-substitution industries. There
was also planned and sustained political and budgetary
comminnent 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 ouly be achieved within the framework of gender
relations and amlysis vis-a-vis issues 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, healtb, education, promoting
women's human and legal rights and women's participa­
tion in decision-making.

107. In Africa, women are increasingly becoming the
main income earners for a majority of households and
the hub ofdevelopment, particularly in agriculture where
they play a key role in food production activities in
addition to traditional domestic chores. Still, 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 edncation and labour force, women's lack of
adequate access to health facilities, their relatively bigh
unemployment rate in the formal sector as compared to
men as well as dIeir lack of access to credit facilities for
investment in self-employmem generating activities. In
addition, the issues of enhanced women's role in the
decision-making process and human and legal rights are
critically important, especially in relation to land tenure
and poverty reduction. These are some ofthe constraints
that stin iulJibit gender equality in the African region and
it is to be hoped dlat genuine efforts will be made by
African Governments and peoples and their development
partners to enhance the status of women and to improve
their participation in the development process widtin the
framework of the Beijing Declaration and the Platform
for Action.
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III. Medium-Term Outlook and Policy Challenges

A. Macroe.conomic Prospects for 1996

1. Modest grounds for optimism

108. The prospects for Africa's economic performance
in 1996 will be strongly influenced hy the out-rum in a
mnnber '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 vicissirudes of the weather and insect infesta­
tion always cast a cloud of uncertainly over furure
prospects. in Africa, in view of the importance of the
contribution ofagriculture to Africa's aggregate output,
export revenues and employment. But, overall, there
are modest grounds for optimism regarding the African
regional economy in. 1996.

109. On the domestic front, total agricultural production
is expected to increase by more than 3 per cent i1\ 1996.
According to FAO furecasts, total cereals production
could reach nearly 108 milliou metric tonnes in 1996.
This encouraging prospect is based on the good distribu­
tion of precipitation observed 00 the continent as a
whole, in particular, since the beginning of 1996, the
easing of drought conditions iu North Africa, drought­
prone Southern Africa and the cowltries in the Horn of
Africa. Despite tlIe expected good harvests, the per
capita food production index for the region is expected
to drop slightly from 94.5 in 1995 to 93.9 in 1996.
Moreover. food prices in the first quarter of 1996 were
13.5 per cent above the level in the corresponding period
in 1995.

110. The industrial sector and, more so, the manufac­
turing and mining subsectors, are expected to register
growth in 1996, provided there is political an<! macroe­
conomic stability. furt!Ier diversification of production
structures and expansion ofmarkets lbrough regional aud
subregional cooperation, improvements in critical illfras­
tructural services aud the strenglbening of competitive
capacity l<J take advantage of liberalized trade. Both the
expected gll<xI performance in agriculture and lbe grad­
ual increase in private sector participation in economic
activities offer hrighter prospects for greater industrial
growth in most countries. Given the changes in the
operatiug euvironment and the substantial reforms that
have taken place in the mining seclor in many African
cowllries. a considerable boost to foreign invesunent
seems likely iu the sector. ill particular, the strengthen­
ing of subregional aud regional cooperation in mining
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should result in new invest-ments in exploration, the
transformation of otes as well as in downstream activi­
ties, if cooperative efforts, such as the entry of South
African mining companies (Le.. Anglo-American Cor­
poration, Randgold, Auglovaal and Gencor) and Ashauti
Goldfields Company of Ghana in mineral development
projects in other African couutries are anything to go by.

111. The problems of external trade, debt and financial
resource flows are so closely imerwoveu that none cau
be effectively resolved in isolation; and it is by now,~lear

that there can be no substantial progress on one front
without a corresponding headway on other fronts. In
1996, a lot will depend, on lbe one hand, on the evolution
of commodity prices. and world demand and, on the
other, on weather conditions and the resolntion of civil
conflicts· and the plOblems of refugees and internal
displacement which IIave had, and con-oooe to have.
severe repercussions on the social and economic condi­
tions in some countries of the region. Progress towards
dIe restoration of. peace and economic rehabilitation in
1996 should Iauncb countries previously embroiled in
conflict towards recovery and sustainable development.

112. Despite the recovery in Western .Europe, which is
Africa's traditional market and major devclopment part­
ner, the outlook regarding demand and prices for some
key commodities remains unceclain in 1996. although the
probable out-tum would depend on the effectiveness of
protective measures pwsued by producing countries.
The increase in the prices of primary commodities iu
1995 emanated mainly from lower stocks, a condition
which has now been reversed and is expected l<J have a
negative impact on prices in 1996. Thus, metal prices
feU by 6.1 per cent in the first quarter of 1996 led by a
12.3 per cent decline in copper and a 11.4 per cent
decliue in aluminium prices. Willi cotton prices falling
by 13.3 per cent in the first quarter of 1996, prices of
agricultural raw materials edged slightly lower - by 0.6
per cent - during the same period. According to the
International Cocoa Organization (ICeO), 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 t1Ie last three years. Coffec
prices are expected to fall by over 20 per cent in 1996,
on account ofdeclining conswnption and me ineffective­
ness of the retention progranmle of the Association of
Coffee Producing Countries (ACPC). As a result, the
ECA commodity export price index (excluding fuels)
shows a 8.9 per cent fall in connnodity prices in the first
quarter of 1996, while tbe 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 trends in the first quaner
were to continue, it will nOl 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 miUiom barrels a day in 1995
to 71.2 million in 1996. and OPEC countries 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 Brent crude
oil traded at $USI6.99lbarrel during the lasr quarrer of
1995, it rose to $US21. 78/harrel since the beginning of
1996 (Fig. 7). However, current projections suggest that
it is Wllikely 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 to
developing countries, including Africa, are discouraging
owing to a combillation of factors. First, budgetary
constraints and the demands for greater cost-effective­
ness continue to dominate aid policies of industrial
coun-tries. Secondly, the demand fur fureign aid re­
sources by the countries of Eastern Europe and the
former Soviet Union are likely to "crowd-out" African
countries from acquiring anything more than their his­
torical share. These selS of conditions make it more
difficult if not impossible for African countries to mobi­
lize more external financing in 1996 than in 1995,
especially aDA. In addition to the declining ODA
flows, the distribution and quality ofaid are also causes
for growill8 concern. The distribution of ODA is mark­
edly inequitable and unbalanced, as was fully indicated
in the 1994 UNDP Report on Human Development. Ten
nations in which 66 per cent ofthe world's poorestpeople
live receive only 32 per ceDt of total bilateral aid.
Furthennore, only 7 per cent of bilateral aid (repre-

scnting 70 per ceDt of total aDA) is earmarked fur
"buman priorities". These and other shoru:omings in
extemal aid including questions about the effectiveness
of technical assistance programmes, the use of aid as an
expon promotion itlStrnntent, the lack ofadequate super­
vision and verification procedures, ece., have been ac­
knowledged by tbe Organization for Economic
Cooperation and Development (OECD) Committee fur
Development Assistance and underlined at the World
Summit fur Social Development. It is boped that the
donor community would re-evaluate and take appropri­
ale measures to make their assistance more equitable and
robustly effective in favour of Africa.

I IS. A closely related problem requiring immediate
resolution is the heavy debt hurden of the contineDt.
While the December 1994 Naples' initiatives onexternal
debt are very importaot sreps in the searcb for' durable
solutions to the debt crisis of low-income countries (see
box 4). the Naples Tenns that were offered by the Paris
Club contain a number ofsignificant drawbacks, judging
by the limited number of African coun-tries that have
benefitted since its Iauocbing. Only II debt reschedul­
ill8s 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 $USI billion. In addition to the
bilateral debt burden, African countries need respite
from multilateral debt which bas become massive but up
to now has not attracted sufficient attention.

116. African countries will no doubt continue to inten­
sify their programme ofeconomic reforms in 1996 in the
direction of growth with stabilization and transforma­
lion. A good sign of that is the growing coover-genee
evident in most national budgets and fiscal estimates for
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1995-1996 towards reduced deficits. It is to be hoped
that refonn-induced economic efficiency and improve­
ments in macroeconomic policy and in human, institu­
tional and physical infrastructure in 1996 will put lhe
African economy on a more sustainable footing, making
it more competitive in the world economy_

117. In this respect, it is to be hoped Ibat Ole Uniled
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
C<1nsensus between Africa and its development parmers
on the necessary course of action to meet the major
challenges on the domestic scene, including those coo­
nected with transfonnatioDS 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 moW-
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lization of resources for and the implementation of a
number of theme-oriented priorities in Africa. The,e
are: peace building, conflict resolution and national
reconciliation: basic education for all; heallb seClOr
reforms; enhancing 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 sustainable
debt relief; poverty reduction through the promotion of
the informal sector; sustainable livelihoods in environ­
mentally marginal areas; trade access and oppornmities;
partnership with Africa through South-South coopera­
tion; land degradation and desertification control; and
soil quality improvement.

118. The implementatinn of Ibe Initiative requires a
financial commitment arnonnting to $US2S billion.
spread over a !en-year period. These funds are expected
to come from national budgets of African conntries as
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well as funds provided by multilateral and bilateral
donors. In addition to lbe substantive aspects. the United
Nations system will lead in a number of fundamental
refonns to improve the efficiency and impact of interna­
tional development cooperation and ensure, through lbe
Special Initiative, thatlbe previous initia-tives on Africa
- United Nations New Agenda for the Development of
Africa in lbe 19908 (UN-NADAF) and the United Na­
tions Programme of Action for African Economic Re­
covery and Development (UN-PAAERO) - are
reinforced and given added practical expression. The
totality of lbe reforms would focus on regional fora to
create frameworks for cooperation; national sectoral
programmes 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 lbe quality
and support of these exercises.

2. Better GDP growth rate In lll!l6

119. Based on the above considerations and assumptions
concerning favourable wealber and growth in agricul­
ture, manufacturing and mining as well as expected
performance in the external seclOr, the ECA secretariat
estimates that overall regional GOP in Africa would
grow by about 2.9 per cent in 1996.

120. The GDP of oil-exporting African countries is
expected to increase by 2.4 per cent in 1996, maiuly
becallSe of a likely rebound in oil production and prices
stabilizing at the 1995 level, following the net con-trac­
cion in 1994 and a sUght increase in value-added terms
in 1995. The situation in Central Africa will remain
difficult if economic contraction in Zaire continues and
poor growth obtains in the other countries of lbe subre­
gion. In contrast, there is likely to be a strong recovery
in Soulbern Africa, an area affected by severe drought
in 1992/1993 and 1995. A 3.7 per ceDI rare of GOP
growth is estimated for this subregion in 1996.

121. The African LOCs are likely to grow less rapidly
than the African average, with a projected growth rale
of 1.5 per cent, while in lbe franc zone, oUlputis unlikely
to grow by more !ban 2 per cent. The effect of the 1994
devaluation is likely to be dissipated and limited exclu­
sively 10 the financial sector rather !han to oUtpUt, except
in a few countries, sncb as Core 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 LOCs in
1996 is maiuly on account of the furlber deteriora-tion
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expected in their economies. In the Sudan, which ac­
count' for 12 to 13 per centofthe total GOPofthe group,
GOP decline is likely to intensify, falling from -2.8 per
cent in 1995 to -5.8 per cent in 1996, due to the
persistence of drought and civil contlict coupled with
severe infrastruetural problems. For Zaire, a country
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 percent in GDP growth is projecled for tlte country.
The anticipated dererioration 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-tenn Policy Challenges in the
External Sector

I. Overall external environment remains dauntill/l

123. Many African Governments have begun the proc­
ess of rehabilitating and rebuilding their human, pbysical
and instilUlional infrastructure aod 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 politically risky reforms, some of
which, no doubt, need to be deepened and broadened in
order to creale an enduring culrure of efficiency and
dynamism. There is need to undertake additional insti­
tutional reforms to improve management standards and
raise the level ofpro-ductivity. particularly inagriculture
and manufacturing. Rehabilitation and, in some cases,
privatization ofpublic 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 enterprises in the development process
could asswne increasing proportions. Despite lbe 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
!han at the level of the external enviromnem.

124. The current treods in the world econcmy. such as
Ibe 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 benefit.
It is regrettable that African countries have the least
leverage or influence on lbe out-turn inprices ofprimary
commodities, the volwne of resource flows and external
debt. While adjusting to these externally mediated pa-
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rameters in tbe medium term, they would lleed to mutate
and modify their expoll mix through intensive diversifi­
cation and rectify their dependence on externally gener­
ated resources and stimuli througb intensive and
extensive domestic tesource mobilization and efforts at
internal economic re-orientation. Although Africa's re­
cord in adjusting to the fast-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-ternt (see box 5).

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

125. Mostimportandy, Africa bas failed to we advan­
tage of the dramatic growth 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 cern. Africa bas also
been by-passed by tbe couspicuous trans-formation ill
connnodities traded globaliy. The income inelastic na­
ture ofdemand for primary products has been such that
d'ere has been a noticeable shift in global demand.
Demand for industrial inputs, sucb as minerals, bas been
declining because of the illCreased efficieucy of syntbet­
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
h.ealth-eonscious cornumers. In 1993, approximately 80
per cent of Aftica' s foreign exchange earnings derived
from primary commodities, while imports of manufac­
tured goods accounted for 74 per cent of the value of
,ota! imports. Tbe comparable figures for 1980 were 93
and 72 per cent, respectively. Most African countries
continue to rely on the same prinw:y commodities tIley
did in the 1960s and 1970s. Countries heavily dependent
on the export of coffee and cocoa three decades ago
continue to obtain their foreign exchange earnings from
these commodities in the 19908, as do exporters of
petroleum and minerals. While the volwne of primary
commodities in world trade declined from 36 per cent in
1970 to 19 percent in 1994, the structure ofexports from
Africa has remaired more or less the same, with contin­
ued dependellCe on primary commodities as the sole
source of foreign exchange earnings.

126. African producers have also been "crowded-out"
by new producers of primary conunodities in other
regiollS. Countries in Asia and Latin America have now
become major competitors in such products as coffee,
tea, cocoa, limber and minerals. These countries were
either importers or were very small players in the world
market three deeades ago hut they have since made
phenomenal success through strident diversification in
production and trade. Inevitably, the static nature of the

38

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 19905.

127. World trade is expected to increase by $US21O
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 to new opportunities created by the emerging
international trading environment, and production struc­
tures that do not readily lend themselves to global
competitiveness. To benefit frOOl the post-Uruguay
Round trading order and not lose $US3 billion annually
- as anticipated by the IBRDIOECD study - it is impera­
tive for Africa to reform and modernize its production
structures to produce goods that are competitive in world
markets. There are stringent requirements for quality
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 nw:kets. Efforts
must be galvanized to ensure prodnction of quality
goods, greater standardization, and quality assurance
and enhancement in the African countries. Even so,
Africa might still find it difficult to penetrate higllly
protected markets as current indications are that tbe
world trading system continues to be clouded with pro-'
teetionist pressures, growing resort to discriminatory
non-tariff barriers prompted by macroeconomic imbaj­
ances and increasing tendencies toward bilateralism and
regionalism at the expense of multilateralism.

128. The fuvourable price increases of primary com­
modities in 1994 and 1995 are by no means assured in
1996 and beyond, as world prices may resume the
cyclical pattern they have always assumed, under pres­
sure ofa longer-term downward trend in consumption of
primary raw materials per unit of output. Since the
adoption of the [nte-grated Programme for COllunodities
(ICP) and its centrepiece (the Common Fund ado~ed by
UNCTAD IV in Nairohi 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 teclmo­
logical progress in the production of synthetics and
snbstitutes which depress demand aDd, hence, prices of
major primary commodities bas 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 ofemployment. According to a study by the
Petroleum Industry Research foundation, every dollar
drop in the price ofa barrel of crude oil is, within a year,
expected to raise GDP in the GECD countries hyabout
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one-tenth of one per cent on average, and to reduce
inflation and interest rates by roughly tile same amount.
Most analysts of the commodity markets believe that
depressed com-modity prices will continue well into Il,e
firsr decade of the next cenlul)' and that the burden would
disproporiionall~ fall on !he foreign earnings of the
pooresl region. 9 It has been estimated that the trade
losses of Africa may inthe process be equivaleIll to about
3 per cent of GDP.

130. The external sector in Africa is likely to benefit
however from tbe ongoing agreements 10 cut production
to stabilize conunodily prices. For example, the mem­
bers of the leCD have decided to abandon the bnffer

stock in favour of export retention schemes, and to keep
production levels - at least unlil the 1998-1999 crop ­
down to 2.8 million toos, below the 3 millioo tons level
projected by ICeD. The plan was to restrain productiou,
so that world stocks would not be more than 30 per cent
of annual COllSlD1lption, a move which was fO\llld to be
more suitable lhan die use of buffer stocks intervention
to control prices.

131. The oil market is now stabilizing at $US 18.63 for
Brellland $USI6.7 am $US19.71 a barrel respectively.
for medilD1l and heavy crude. However, the current
production of 1,450 million bid is likely to increase
significantly in 1997 onwards as a result of the expected

Box 6

.AFRiCAN PLAN OF ACl'IONroR CQMMOJ}l'l'IES

In~. ",addreSs Africa's Coil)moditypm!)lemm a comprehensive maUner, African Ministers respOnsible
forTradei·RegkillillCooperatloo; lntegta!ion and Tmuisiu. meetill81n Addis Abalia nom 14 to }{)l'ebruafy 1996.
800pted the fullowing PIau of Actitin for COlillnowties, to be implemented at national, subregional ami regional
level~;· . . . . . .
. . At the.:national level; African COuntries were mged to taktnhe fon<lWiI!g '!leasures with a view to ensuring
a wider ¢l\poIt~; . .. .. .. .

(a) realign the agricultural products sllhsector w meet.locaJ needs and red""e the hnportation of food
products:· . . . . . . .

(b) furmuJate arid.purSlle borizontill and vertical diversification prograrmnes with a view to widening
Africa's economic tlase alld creating the inter;sect(JIliJ linkages needed. for sustained growth;

(c) adopt adjm;!meIlt and economic policies capable of revitalizing growth; .
(d)adopl i~etllives for eonunodity producers by way of illlPtoving the access (Ifsmall producers to the

1\IctO£& of productton; lowering. production faCtorc~sby grlllllin,g customs exemption·for the.n
of essential cOtnIlltlditiCll and rdaxing fiscal pOlides so as 10 reduce excessive depei¥teuce on export

.duties as a soUrce .of fiScal revenue;· .
(e). pursue appr<lprlate refoonpoUciest<l gradually shifteconon:iic activities towards die ptOlllotion<lflllOre

. attractive atid COllipelitive goods hodl to the domestic and external markets; . .
(I) fQon\llare.as partofa cOIllprellensivesrrategy. an export promOtioo progtallUlle.pmvidingevery measure

of sttppO!t for. en/nmdn,goompetirivene.s both at ille stage of product processing and export diversifi­
cation;. For this to haWen, nOr only wonld produCtivity have to he imProlied but also tlle cost of such
fuctor inputs as lalJour; energy, rransport; credit and other costs relating to an Wlfuliourable business
environment Should he reduced: . ... .

. (g) .bitt ;!1dllSuial strategies for import substitution· to an endogenous growth model based <In the
eomlnodities se<:lor;. ... . .. .. . ..

(II) improve die effideooy Qf marlreting structures by simpliJYing administrative fuonaUties and.eliciting
··Iliedirect parriciplitiol1ofproduccrs inpreduct marJ<etingby CUCQuragln,g the estabtislimentofpr04uccrs'
.iIssociaiions alld cooperatives willi a view lo ensuring reglilar and Sl!:ady supplies.

(i) . conduct a crlncalreview of d:Je jl<Jssibilities fur diversifying outlets I<J other deveklping reg\(lus so as
to take advantage ofSoum-Sonlh opportUllitiei; and to <liversify African markets and make !hem more
eootpedtive alldpronJable; ... . .. .. ..

(i) create die conditions for an improvement of the economic and financial enviro.IIDleDl both for nariolllil
as weil as foreign·direct investment particularly tllI:ougb the· lusututiOll of such reforms·as would
contribute to the effective allocation of credit to small fanners and businessmen; and ..

(k) prepare appropriate programiues for training. researcb develQpinent and the collection
\nfonnation. . .. ..
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.meas~~e ~1ia.lJe-iel;Afrklm eOWllrieS were caUed upontointellsifytheir co.;)peratioD by Iaki~ tbdOl!l>wing .•

(c)
(d)

.. (e) .Slrenglhen African finarei.al InStitutions whicb specialize. in external trade finlmdng opetaliolis.
.AFRl!.XlMBANK coul\l.pl~y ~ maj(>rrQle here in financi!lll AfrIcan el\pllrts,. .

...' At the 1nWD#liilllll m-el, African CQuntries shol\ld'· .

(a)

...• (il)

entry of Iraqi oil into d,e international market and
above-quota 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-smcken
oil importing African countries ~re expected to benefit
from the conjunction oflower 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
medium 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-tenn nature of the
debt-service problem for a nwnber of African countries
had become apparent. UNCTAD VII in August 1987
reached au understanding in favour of a more flexible
approach to the debt strategy. Specifically, the Final Act
wlderlined dIe 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
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unduly hampering growth or the implementation of
structural adjustment programmes (SAPs). Since then,
and despite subsequent initiatives, the debt problem has
accentuated to various WlSustainable levels.

133. One of the major causes of the increase in external
indebtedness of commodity-exporting developing coun­
tries has been the fall in real commodity prices. As such
prices become more and more depressed in real terms,
debt overhang is projected to accelerate further despite
interuational strategies for debt reduction. The debt
reduction/rescheduling initiatives, including the Toronto
TernlS and Enhanced Toronto Terms and, more recently,
the Naples Terms, collectively fall short of what is
required to alleviate the debt hurden of the heavily
indebted countries, particularly in light of faIling export
earnings occasioned by declining commodity prices.
New approaches embracing effective mechanisms for
dealing with the immediate issue of depressed prices,
excessive price instability and the revitalization of
growth in the airected countries are thus required.

134. In an enviromnem 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 Deed to be rescheduled several times in the
foreseeable futnre if debt service is to be reduced to a
level consistent with the avallability of external re­
sources. Until a durable solution is achieved within the
framework of an integrated. growth-oriellled strategy
and mechanism. the debt overhang would persist at
umnanageahle levels to the detriment of growth in many
African countries.

135. In recognition of the unsustainable situation in
countries with heavy debt burden - most of which happen
to be among the pooresl countries - the leaders of tbe G-7
countries have agreed on the need 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 beavlly
iodebted 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 intemationaltrust fund. geared to providing
additional assistance to the heavily indebted poor coun­
tries on a case-by-case basis.

136. Inoovative and comprehensive as the initiative
drawn up by the Bretlon Woods institutions for resolving
the debt crisis and reducing debt stocks to sustainable
levels may be, its financing provisiollS are not so clear
and, at best, look rather inadequate. while the time-frame
for its implementation is uonecessaruy long and the
eligibility criteria are rather stringent. There is a three­
step approach in the IMFlWorld Bank proposal on debt
management. The first stage wlll generally involve a
perind 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
ments there were in a country's debt profiles. If the
analysis suggests that a Naples Terms agreement willlJOt
produce a sustainable debt profile, the country can waive
immediate debt relief and opt for inclusion in the new
initiative. The countries emharlcing upon step two will
receive a 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) OIl debt servicing
from the Paris Club, and comparable treaunent from
commercial and non-Paris Club creditors. they will be
provided with an exit strategy which will reduce their
debt obligatiollS below a sustainable threshold. The
multilateral creditors could join with other creditors in
providing grants and colICessionalloans. Ifat the "com­
ptetion point" • at the end of the third year. the country
is still overburdened by its debt obligaliollS, it may then
be considered for the third phase when it will be eligible
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for 90 per cent of debt stock reduction from the Paris
Club. and could also expect further assistance from the
other categories of creditors.

/37. The African region has also not benefitted much
from the flow ofexternal private capital that has become
a major source of financing for developing countties.
The flow of such capital to African countries rose only
mndestly. from $US3.8 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 1995. So far, only two
countries - South Africa and Tunisia· have developed
the requisite institutional framework and financial infra­
structure and respectable credit rating that wonld allow
for a high degree of integration between domestic and
global financial markets, and a recourse to international
capital through public and private bond offers and pon­
folio investment. The nascent stock markets in African
countties are for the most limited in the value of ttaded
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. Itis to be hoped that. in the years ahead. the number
of countries with the POlelltial to atttact foreign private
capital wlll increase. given the dire needs ofdevelopment
financing and more so of the lJOo-<leht creating types.
The opening up of transpon. telecommunicatiollS, 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
momelllUDl of improved macroeconomic performance
and environment for private invesunent in Africa and an
ever·broadening readaptation and adjustment of the COD­

tinem's institutional mechanism and financial structures
- to invesunent market COnditiOIlS 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 countries. as a lilir opportunity ror
ponfolio 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
nille sub-Saharan African countries as well as in Mo­
rocco, Egypt and Tunisia. Mercury Asset Management
envisages making small invesunents in Zimbabwe and
Ghana, for a stan, whlle Framlington, the UK fund
owned hy the French banking group, Cr&lit commercial
de France (CCF). is taunching 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 incountries like Cameroon.
the Congo. C6te d'Ivoire and Senegal.

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

1. Need for new approaches

139. Mobilization of domestic financial resources has
become a central issue in the curre.. vision and strategy
of African development. With the expected decline in
external resource inflow and with litde or no prospects
for any major improvements in accessill8 external sav­
ings, particularly in the fonn of aDA and non-debt
creating foreign investment in the short and mediwn run,
African countries need to redouble their efforts in in­
creasing domestic resource mobilization to the maximwn
extent possible. Indeed, increased dependence on do­
mestic resources has become an integrlll component of
Africa's development enterprise and of the stabilization
and structural adjustment initiatives now under imple­
mentation 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 8per cent per annum is
presumed to double the per capita income over the next
decade and is estimated to require an additional invest­
ment ofabonr $US45 billion per annum ar 1990 prices.
over and above the presenr level of $US 115 billion,
raising the level ofamlUai investrnenrlO $US160 billion.
Most of this additional fundill8 must be mobilized from
domestic sources given rhe poor prospect of external
resource inflows.

141. Ir is by now clear that to attract sizeable external
resource inflows, particularly the mn-debtcreating type,
Africa bas to achieve comiderable success in mobilizing
its own domestic resources and build up its human and
infrastruetural capital. COllSequendy, the search for
additional investible resourcesmust be inward focused.

142. By minimizill8 their dependence on externally gen­
erated stimuli and resoW'ces, African cOWltries would
have made the conscious decision to assume the primary
responsibility for financing whatever additional invest­
ment is required to propel their ecommies in the years
ahead. By reducing inefficiency, creating an environ­
ment conducive to the retention of savings within their
individual countries, reversing capital Bight and, above
all, encouragill8 savings through appropriate policies
and necessary institutional mechanisms for its intensive
mobilization, they could place themselves in a situation
in which they would be able to provide the necessary
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resources to finance the additional investment. The
challenges of initiating and fosterill8 a self-reliant and
self-sustained socio-economic transformation will not be
an easy task, it must be fully realized, uuless the present
treuds in savings can be substantially improved.

143. In view of the level of resource mobilization in rhe
past. governments should be more aggressive in the
mobilization of tu and non-tax revenue. The formal
financial institutions were equally guilty ofcomplaceocy
in resource mobilization. focusill8 more on the lending
end. A successful resource mobilization drive needs to
be waged if additional investable resources are to be
made available to enable ecommic growth. Aconcerted
drive should target all the saving units in society, begin­
ning with the savings of the government and including
the busi""ss and household 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 return on domestic assets
is a precondition for the mobilization of domestic sav­
ill8s. A sound macroecommic 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 nOl revised in the light
of inflation trends which sometimes kept the real rate
below zero. The passive role accorded to the interest
rlIte stemmed perhaps from the conviction that the major
determinant of saving was income, and not the interest
rate, and that this latter depended on die volume of
investment. The implementation of SAPs reversed this
logic in many countries and Iiberared the interest rate
aIol18 with credit from the comrol and management of
the central banks, leavill8 the determination of their level
and the allOClltiOn of resources largely to market forces.
The trend ;;, ,'lI'~eral countries towards 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 playa greater role in the mobilization and uriliza­
tion ofdomestic financial resources. These policy direc­
tions are expected to increase domestic savings, improve
the efficiency of resource use. minjmize and reverse
capital flight and increase rhe volume of external re­
source inflows.

146. The liberalization of the financial and foreign ex­
change market. have been controversial. In many of the
countries where these policies have been pursued, the
values of domestic currencies have fallen precipitously
and nominal interest rates have increased substantially,
compared to the pre-SAP years. Whether the hlllle rise
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in interest rates has increased savings. contributed to
stabilize the economy and led to the improvement in real
GDP growth, remains debatable. One view is that tbe
high nominal interest rate is in fact responsihle for the
slow growth of GDP, inflatiooary condition and deepen­
ing poverty in some of these cOlUltries by reducing
investment and capacity utilization and employment.
However, the other view points to the examples of
countries, mainly from outside dte regiun, where the
policy has been relatively successful, in the sense that
real positive imerest rates have been achieved without a
huge rise in 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 in a policy
package without considering the context in which it is
implemented.

147. Fiscal policy, and especially tax policy, has an
important role to play in the mobilization of fioancial
resources. These policies shonld aim at increasing the
rate ofsavings and investment, and encouraging the flow
of investment into desirable chatmels. An increase in dIe
proportion of oational income devoted to capital forma­
tion should be one of die primary aims of fiscal policy.
Resource mobilization could also be augmented drrough
suitably designed and jndiciously implemented monetary
policies. Monetary policy plays its role in economic
development by influencing the supply and uses ofcredit,
combating inflation and maintaining a healdly balance­
of-payments position.

3. Promotion of the savings habit

148. Since both dle government and public enterprises
have very low or negative savings rate in many African
countries, most of die savings have had come from dIe
private sector. However, shallow financial systems,
lack of confidence in financial institutioll' attd inadequate
govenunent policies have depressed private savings. An
increase in domestic financial resources for the attaill­
mellt of maximum growdl is the responsibility of gov­
enunents which, through its fiscal and Dlonetary policies,
can sharpen to a very large t:::xtent, the incentives for
household and private euterprise savillgs.

149. The savings habit of African households has im­
pressively demonstrated its resilience even under the
most difficult of circumstances. TIlese savillgs are usu­
aUy oriented towards hoardillg or easily inaccessible
forms with only a small fraction beiug held as deposit'
in financial institutions. This apparent limitation on the
mobilization ofhousehold savings can be altered drrough
appropriate and imlovative policies.

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

15l. Modern financial institutions are the sine qua non
for effective resource mobilization and its productive
utilization. Unfortunately, the development of these
institutions 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
commercial banks and other fonnal financial institutim"
are not very active, many countries have attempted to
read, tltis segment of society through specially designed
banks. These banks (rural banks, post office saviugs
hanks, cooperative and conrrnunity banks. among others)
mobilize resources and provide credit to small borrow­
ers. Two countries where rural banks are well developed
are Ghalla and Nigeria. In Ghana, the Bank of Ghana
estahlished conrrnercially oriented unit banks across the
rural cOlUlttyside in rhe 1970s. These banks operate with
share capital controlled by the residents and with the
active participation of the central bank. The Board of
Directors and the staff are drawn from the community.
In the 1980s, the rural banks proliferated particularly in
the cocoa-growing regions and were active in making
payments to cocoa farmers. In 1977, dIe Nigerian
Govenmlellt launched dIe Rural Banking Scheme (RBS),
with a network of branches in all part~ of the cOUlltry, to
mohilize rural savings and provide credit. Ratlter than
establish new banks as in Gham, tbe Nigerian Govern­
ment required all existing commercial hanks to expand
their network of branches in the rural areas. However,
in 1989, the Nigerian Govenmlent established new banks
- the People's Bank and the Community Banks - with
public funding. These were eventually to be owned by
the members ofdtese institutions. These types of banks,
ifsuccessful. are likely to access more easily the fiuancial
resources of the rural population, provide needed credit
at reasonable interest rates and forge a closer link be­
tween the fomlal and irJformal financial institutions.
Above all, the community-based banks of whatever
geme should contribute to the development of the batJk­
ing habit of dIe population and strengdlen dIe resource
mobilization drive.
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4. Strengthening viability of fonnal and informal
financial institutions and their linkages

152. The extent to which finaocial institutions can con­
tribute to the mobilization of private savings depends on
their spread in the economy, among others, througb the
branch networks of commercial banks. Convenience
and proximity of commercial banks to savers and their
vigour in stimulating saving cau have a positive etrect on
financial resource mobilization. A measure of dIe pene­
tration ofcommercial banks (and ollIer financial institu­
tions) in the society is bank density, measured in tenns
of the !Iumber of branches relative to the population and
their geograpltic spread throughout the country. Based
on dtis measure and particularly their location, the
evidence is one of considerable insufficiency. Even in
countries such as Kenya and Nigeria, where the dell<ity
is high relative to the other countries in the region, there
is a marked bias for dIe 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 oftlle small savers and provide development­
oriented long-term credit. specialized saving institutions
have been organized in many conntries, 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, tlte 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
institution" they could 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 investtnent. On tlte whole,
however, development banks have not been very suc­
cessful in mobilizing domestic resources, bnt have usu­
ally served as a conduit for onward lending of public
funds and extemally mobilized financial resources to
domestic enterprises. The iSSlle for future policy is how
to activate and snstain the capacity of these development
finance institutions to contribute significantly to the
mobilization 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 stili grossly under-<leveloped, needs
to be nnderlined. Although the development of these
emergent markets in a few countries SlIch as Nigeria,
Kenya, Zimbabwe, South Africa and the North African
countries, including Morocco, Tunisia and Egypt is
encouraging, their role in imennediation between savers
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and investors is still very limited. Durillg the pre-SAP
era, the development of capital market was hindered by
lack of both demand and SlIpply. Existing companies
and new investors relied more on own savings, retained
earnings and most inlporaandy on bank credit. On the
supply side, rhe problem was oue of weak or non-existent
institutiOll< that would provide legal safeguards and
nnderaake the marketing of shares (stocks) at denomina­
tions sufficiendy 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
wider 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 pnblic enterprises for lack of
hnyers, mainly because they offer wllole companies for
sale rather than pursue the alternative of selling shares
in small lots, which might be attractive to small savers.
The disposition ofpublic enterprises through the floating
of shares bas a number advantages. It fulfils the objec­
tive of privatization, spread< the benefits of share own­
ership among the population and contributes to dIe
mobilization of domestic savings. Govennnents could
shift their source of funding from the financial institu­
tions and particularly the central bank by reaching out to
the private sector through appropriately denominated
bonds and treasnry bills and other negotiable instruments
tradeable in secondary markets.

156. Many African countries have a long tradition of
well- articulated informal financial institutions providing
essential services to tlte small saving and producing units
whose needs are not catered for by the formal financial
institutions. They are extensively spread, both the rural
and urban areas across Africa. They not only exist side
by side with commercial banks, post office savings
banks, etc., but they do thriving business both in mobi­
lizing savings and extending credit from and to their
customers who include people widl accounts in tlte
formal institutions. While tile exact number and nature
of infonnal savings institutions as well as the number of
participants are hard to come by and the volwne of
resources are difficult to qJJantify, 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
in savings, loans and mutual aid schemes. It is generally
believed that a significam proportion of private saving is
channelled through these well-developed informal insti­
tutions.

157. A closer examination of the workings of informal
financial institutions 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. Ooce engaged. the it com­
pulsory' nature of the "voluntary" contributions often
make them attractive to members since they are forced
to save, as opposed to the situation with deposits in the
banks. The informal instirntions also enjoy qualities and
characteristics that need to be emulated by dIe formal
financial institutions: their cost ofdoing 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 are insuf­
ficient to trigger long-term benefits. The policy
challenge calls for developing these hlStitutions to better
serve the society ami 10 bridge the gap between excess
liquidity of banks and shortage of credit. Excess liquid­
ity in the commercial hanks co-exists with urunetdemand
for credit in the small-scale enterprise seclOr (both urban
and rural areas). It also means that many households and
small emerprises lack access to savil,g instruments.
While the formal financial institntiOilS remain the key to
the mobilization of long-term savings. the need to forge
a strong linkage between tl,e formal and infomlal finan­
cial institutions becomes important considering the
grassroolS reach of the latter and their persistence and
durability. Regardless of the degree of financial liber­
alization or the proliferation and geographical spread of
fonnal financial institutions, the infonnal financial insti­
tutions will survive and exploit the nicbe. In addition to

supporting the effor., of the formal financial institutions
outreach, the linkages could further enhance the opera­
tions and contributions of tl,e informal Iinancial instilu­
tions. Besides organizational and managerial constraints
which tends to keep tllem small and fragmented. the
tinancial 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 benefit from interest on their savings.
Despite these limitations, the traditional financial insti­
tutions are valuable complemenlS to illc modem financial
institntions.

159. Therefore. forging a strong link between them
shonld be an essential part of the strategy for improving
the institutional framework for tlle mobilization of do­
mestic resources. One way of forging the link is to
institute 8 mechanism through wbicb a two-way flow of
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financial resources could emerge. While the formal
financial institutions s.erve 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 infonnal
financial institutions for on-lending. Such an arrange­
ment could bestow a number of advantages. Commer­
cia! hanks, particularly tbose suffering from "excess
liquidity syndrome" could find profitable uses for their
resources, while creditors could enjoy lower interest
rates and the infurmal intermediaries maximize their
profit through higher volumes at lower interest rates. A
successful networking between the fomlal and informal
institutions would therefore minimize the fragmentation
ofthe financial market, increase efficiency and maximize
benefits all round.

160. Another approach tllllt is worth looking into is the
formalization of the informal financial in~titutions. Op~

erators in the infonnal sector could be encouraged to
graduate into more permanent institutions and their op­
erations enhanced through technical assistance from the
central hank and other financial institutions. Extensivc
and intensive training with the technicalities of book­
keeping and modtrn management, assistance in organ­
izational set-up could liberate them from the trappings
of their transitory nature and diminutive size.

D. Mobilization 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 in mobilizing domestic financial resources
for economic development both indirectly by providing
fiscal and monetary incentives that will facilitate the
stcpping up of private savings and productive invest­
ment. or directly through smpluses in their recurrent
budgets, involving the rationalization of government
expenditure in favour of infrastructural development and
pnblic utilities, and the broadening of government reve­
nue base and elimination of financiallealcages.

1. Upgrading tax administration

162. On the revenne side. in many African countries,
the tax structure has a narrow base. 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 cotllltries have been
forced to restrict imports in recent years on accoWIt of
unfavourable terms of trade and other factors affecting
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their foreign exchange earnings. the base for import
taxes has correspondingly narrowed. Revenue from
import taxes were further aggravated by the drastic
reduction of tile marginal rate. Therefore. any policy to
expand revenue in the state budget will inevitahly 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. In
countries where the tax administration is weak, sources
of revenue that impose heavy burden on administrative
resources arc less intensively exploited focusing on those
sources that are easier to administer. The system of
administration needs to be drastically upgraded hy insti­
tuting an effective tax authority, manned by the neces­
sary personnel to properly and honestly execute tile task
and backed hy appropriate tax laws that are simple to
administer with severe penalties for evasion.

2, Spreading the tax net

164. While improved tax administration is necessary~ it
is nevertheless insufficient to maximize government
revenue. In addition, the tax net needs to he cast widely
emugh to capture all potential tax payers, including
operators in tile informal sector. Thc informal sector in
Africa has two distinct characteristics that are important
from tlle standpoint of lax coverage. Firstly, it is vast
in nntnber of operators and is involved in practically all
types ofactivities. From an already large base dle sector
has been growing at a fast rate iu recent years pardy
because of the failure of the formal sector to expand at
a rate fast enough to accommodate and capture the
growing population. Secondly, lhey are neither regis­
tered nor accountable to the anthorities and do not pay
taxes. Given the growing importance of this sector, their
large lmmber and their potentially extensive revenue
base and for reason, of eqnitable 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 forms, based on their size and activities. The
relativdy large operators conld he required to formalize
their operations by obtaining licences, keeping records
where this is possible and obliging them to pay taxes.

165. The formalization of the bigger informal operators
is bound to leave Ont a good proportion of tlle informal
sector outside the tax net. To draft these operators into
tile tax net and further widen tbe tax base, govenUtlents
could design special methods. Tbe easiest and the most
common approach is the imposition of tbe presumptive
tax whereby lump-sum taxes are levied on all 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 lump-sum tax
based Oll some assessment of capacity to pay.

3. Reforming the structure of taxes

166. In addition ro reforming the process of tax admini.
stration and expanding the tax base, it may be necessary
to change tlle tax structure and consider the viability of
applying conswnption tax in order to minimize tax
evasion. The multiplicity of indirect taxes sncbsales tax.
transactions tax, excise laX, etc., that are currently in use
in many countries conld he simplified by lntnping these
into a single rate. Secondly, the nature of the tax could
also shift to consunlption tax as well as value added lax
(VAT) to facilitate collectionand eliminate the cascading
effect. The shift from multiple tax to a single consump­
tion tax, particularly those targeting luxury goods, has
extra advantages in that it reduces the burden on tax
administration and encourages savings by deterring con­
sntnption. These measures taken as a whole are likely
to expand dle tax base and help to increase government
revenue.

4. Introducing new taxes

167. Some few specific areas for general policy consid­
eration can be suggested in addition to a review of tbe
indirect tax and tariff structures witll dle aim of increas­
ing tax revenues from these sources. These include d,e
introduction of taxes on unearned income in the form of
weald! or property taxes. capital gains taxes, gift taxes,
real estate and inheritance duties which either do not exist
or are insignificant as a proportion of total tax revenne.
The immediate introduction of sales and excise taxes on
such services as hotels, restaurants, banking. insurance
and construction which eidler are non-existent or yield
only modest revenues are likely to yield considerable
revenue.

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

S. Making taxes more progressive in nature

169. Tax structure of a IrlghIy progressive nature is
recommended not only to enhance the effect of taxation,
but also to ensure a more equitable distribution of
income. The propensity to save among the upper income
groups of people is very low in most African countries
and equitable income distribution through bigWy 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 ofgovern­
ment revenue. [0 many countries, these enterprises have
been established and managed less with the objective of
maximizing profit and more to meet other pUblic policy
goals, including employment creation and price stabili­
zation. Poor management coupled with corruption and
embezzlement arising from lack of transparency and
accountability have contributed to the erosion of the
financial position of many of these entrrprises. often
necessitating transfers from the central government with
adverse consequences on public sector saving.

171. There is a growing perceptionand appreciation that
public enterprises could serve as the vehicle for increased
revenue. To that end, governments bave restrucrured,
reoriented and recapitalized public enterprises to im­
prove their efficiellCy and slreogtben lbeir competitive
position. In many countries these reforms bave paid off
handsomely, as a result of which public entrrprises bave
managed not only to cover their cost, and make profits
but also to contribute to the government treasury.

172. The process of reform should continue to deepen
and broaden the efficiellCy and profitability of lbese
enterprises. Concomitant with their refornl govern­
ments should also consider the most opportune mecba­
nism to spin lbem off as private concerns. One possible
avenue for their divesture with positive ~pact OD re­
source mobilization is to convert them into limited
lability companies with sbares made available to the
wider public. especially the small savers. Such a process
of governmental disinvestment would lead to an increase
in govermnent iDCOme relative 10 what il would be under
the wholesale privatization, beside spurring the develop-
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ment of capital market as a meaos ofmobilizing domestic
fmancial resources.

7. Rationalizing government expenditure

173. On the expenditure side, a rise in state revewe
constitutes a powerful incentive to step up public expen­
diture. During the last few years, expenditures bave
been rising in many African countries because of: in­
creased outlay for social services: genelll) government
administration; defence and security, subsidies to public
enterprises and utilities, debt service payments. etc.,
without a concomitant rise in revellUe. In some African
countries efforts are being made to limit recurrent ex­
penditures by streamlining adrninisrrative services, mak­
ing public enterprises self-financing and through
cost-sharing in social services. In spite of these meas­
ures the fiscal potential for mobililing developmental
resources in African countries has not yet been fully
exploited. Therefore. government should design and
adopt a program of austerity with efficient use and strict
control of budgetary expenditures to eliminate internal
leakages in the form of wasteful expenditures. and shift
savings to finance investment. In this connection, Afri­
can Governments need to introduce and further enhance
cost-effective operations and revise their defense and
security related outlays. Although significant strides
have been made by a number of countries, more needs
to be done to diven resources from these lines of
expenditure to more productive uses.

174. Overall. it is essential to underline ollCe again the
imperative of domestic resource mobilization in foster­
ing and sustaining enduring socio-economic traosforma­
tion in Africa. African countries urgently need to
develop appropriate modalities and policies for tapping
into the huge potentials ofdomestic resources.
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19951985-95

TABLE 2. GROSS DOMESTIC PRODUCT IN liS DOLLARS
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Source: ECA Secretariat
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TABLE 4. PRODUCTION AND CONSUMPTION OF SELECTED SOURCES OF ENERGY, 1993
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Source: UNICEF, The State of the World's Children, 1996
UNDP, Human Development Report, 1995
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