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lLie Develcpments during 1982

L There was no growth in African output in 1982. HMeasured in constant
1980 prices, total GDP ot market prices remained ot 30646 billion dollars
as in 1981, Coming after the 2,7 per cent fall recorded in 1981, the
1982 stognotion moy be viewed as an improvenent of the situation, but
incotie per head fell agoin, and was down by T.7 per cent compared to
1980, There was a narrowing of the deficit on the goods and services
account which came doun to 2.8 per cent of GDP compared to 4.1 per

cent in 1981, but this reflected more the reduction of imports than an
improvement of export revenues which in fact declined. The overall
stagnotion of output was however the result of significantly dlvergent
trends among subregions and economic groupse Firet of all the countries
members of OPEC, saw a further decline of their output by 2.4 per cent
in 1982 affer a fall of 9.6 per cent in 1981, 0il market conditions
worsened during the year and the downward pressure on prices intensified
as consunption declined in industrialized countriese. Non-OFEC ¢ountries
grew at o rate of 2.2 per centy a sharp reduction on the 4.4 per cent
achieved in 1981, 1In foct nany countrie®.registered, losses in output,
and thetoverall 2.2 per cent rate was mainly due to improved climatic
conditions in ‘rest and North Africa. Obherwise in Central Africa, GDP
increcsed by «3 per cent only, and in Bast Africa, the growth rate of
2«5 per cent was sharply down compared to the 5e7 per cent achieved in
1981, The only countries which continued to grow ot significant rates
in 1982 are. the non OFEC countries of Nerthern iAfrica ond the non OPEC
cil exporters. The Tunision and Bgyptian ecconomies continued to grow

at comparatively high rates despite the problens affecting them, and

non OFEC oil exports like Congo and the Cameroon made considerable: goins.
In contraost, countries like Ivory Coast saw their growth falter under
the impact of low extermal demand and high debt repoyments.

2o The lnternatlonal situation played a key role in 4frica's economlc
perfornance through the contradtion of demand for ifrica’s exports -
which resulted from the second oil shock of 1979/1980, The consequent
slump in OFCD's economies and the associated changes in financial flowse
Demand: for oil fell dramatically, as OECD oil consumptlon declined

by 2 million barrels a day, to 33.7 mllllon borrels & day after reaching
4140 million barrels in 1979. African OPEC members exports stognated

at 493 billion dollars 20.8 per cent less than in 1980 (62 1 billion
dollhrs) Demand for-other primary commodities declined as well, prices
falling for almost all ifrican exports. The IMF commodities 1ndex fell
by 12 per cent, and the UNCTAD index by 1641 per cent, some products
reaching record lows like in the cose of coppers. Non OFEC members cxports,
went down to 21.1 billion dollars against 29.9 billion in 1981, Imports
declined as OFEC countrics started to cut down on them through deliberate
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Table IIT.iel
Developing Africats output and demend, 19801983
(Billions of dollars at 1980 prices)
1980 1981 1982 1983
GDP 315,2 30646 30646 30642
Imports (goods/services 977 100,2 93,8 9445
Domestic demand 307.8 319.3 31540 312,.5
Investment 81.8 8544 TTe6 T3.2
Savings 8942 T2e6 69.4 6649
Exports (goods/services) 105.1 8745 8543 8842
Deficit on goods and
sorvicos (1) 243 —4al ~248 2,1
Trade {ourrent prices)
Exports a7 1941 6944 646
Inports T449 8541 736 64el
Balance 19.8 ~6e0 el o2 Ce5
Reserves 33,7 7 21.9 157 13.9 5
Noney suppl ' 444 459 4646 4548
Inflation (1980 = 100)
Lverage 100,0 118.9 13540 15143
Medien 100,0 11446 129,6 141,6

Source: ECA Sccoretoriate.
;/ Sanmple of 29 countrics, current prices.

2/ First quarter.

policies, and non. QFEC countries olthor resirained then deliberately or
were foroed to reduce them because of falling export revenues not
supplemented by sufficient capital inflows. Owverall African imports
went down to 73.6 billion dollars compared to 85«1 billion in 1981, o
13,5 per cent fall, ond the trade deficit narrowed t0 4.2 billion after
a considerable 6.0 billion in 1981, However the payments problem
remained serious and even worsened for a number of countries experiencing.
acute difficultics in finecncing their basic imports. Overall, 4frica
had +o dip into its reserves in order to finance imports, overall
rescerves falling by 642 billion dollars to 15.7 billion dollars at the
end of the year. Nigeria's reserves fell drematically to le6 billion
dollars o year and compored to 10.2 billion in 1980, and the country
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started to accumulate arrears on its foreign paymentse In Tanzanio the
level of reserve was down 1o 4,8 million dellars only, or Q0«5 per cent
of the 1982 impcorts at the officizl rate of exchangee

Table I1I.ie2 -
Developing {ifrica's GDP growth by subregion and groups
(Percentage at 1980 prices)

1980 1981 1982 1983
Developing Africa Le3 ~2 T 0.0 ~Oel
0il exporters ‘ ves =546 ~140 O3
OPEC meimbers ~1.3 ~Fe6 =244 ~0,9
Non oil exporters ‘ e Peb 1.8 ~0,9
Non«OHF:iC o de3 Ledl 2e2 0,6
Least deYeloped 4ud 5,0 0.8 ~042

countrics ‘

North ifrica 1.6 ~5.8 0.6 2ed
Sub=Saharan 4Africa lel ~042 Oud} =1.9
West fAfrica =Oadl . —3.9 ~0ud =42
Central 4Lfrica 1.6 346 Cal 2e5
East Africa 4e7 ' 56T 245 0.6

Source: EC4 Secretoarict and country reports.

3¢ Agricultural production increased by 2.5 per cent, but this was
mainly the result of good weather in Northern africa and the Sahel regions
4 case in point was Senegol where after two bad 1980 ond 1981 years, agri-
cuwltural production incrcased by 51 per cente Excluding the tomporary
effect of the weather, the situntion of agriculturc remeined however a
cause for concern, as available dota tend to support the contention that
on long tern basis, food production per head is noit keeping pace with
population growth, The growth of food imports ond particularly of cercal
imports which went up to 24.8 million tons in 1982/1983 is an indicator

of trouble.s Cash crcy production was also influenced by the weather
particularly groundnuts, but cpart from thot none of the cther products
showed great dynanism: coffee production was at 1,043,000 tons compared

to 1,000,000 tons in 1981, Ivory Coast becoming the major producer, while
Ghanion and Nigerian production‘declined, sugar production ot T«1 million
tons, and cotton at 52 million bolese The fall of prices on interna-
tional markets badly affected export incomes and was o further disincentive
to productions Internally both food and cash agriculture were suffering
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in many cases from past policics which led to unremunerative producers

prices compounded by exchange rotes which overvalued the currencies and
favoured iumports over domestic productions Llso agriculture had not recelved
for a long time sufficient investment and the necessory services in terus

of extension services, iransport, distribution ond credit were seriously
deficient, dpart from this, with population growth around 2.7 per cent

o year or more, the traditional slash and burn agricultural systeu is
reaching its limits and leading to the shortening of fellow time in mony
areas with adverse consequence on yieldse

dea In the nining sector, external factors were predominonte For oily
production wos depressed in OFX countries both by mandoted production
cuts ainmed ot maintaining prices ond by falling demande In non OFEC

oil producers on the contrary, production soared, unencumbercd by OFPEC
price levels and production quotass. For non oil ninercl production the
offect of the recession in the OECD was damaging, production being cut
down .for copper, cobalt, iron, nanganesc and uraniume For cobalt,
Zeirien production went down by vie$unlly 50 per cent, while in Niger the
falling export revenues from uranium created o serious economic crisise

5 The monufacturing sector stognated, showing practically nc growthe

The avoilcbility of imported raw materizls and inputs was o key determinont
of the performance of the sector, and with mony countries experioencing
balanee of peyments difficultics the innbility to obtain these inputs
depressed production in mony countricse In some extreme cases like in
Ghana, capocity whilisction fell to under 20 per cent in some factories,
when other plents were closcds In Nigeria, the rate of growth of manu-
facturing was sharply reduced to 3e4 per cent compared to 11,2 per cent

in 1981, becausc of the shortage of imported inputse

6e However the problems cxperienced by African countrics were in

neny cases deep seated and unrelated to the world recessione. Even in

the caose of Nigeria, which was affected by the drop of its oil revenucs,
the decline of the non oil cconomy and especially of agriculture since
1973 which hod seriously’ aggravoted the shortfall in oil revemmes, could
not be attributed o the world recossion. Three countries, Ghanz,

Zoire and Tonzanio were typical in this respect of the long term problenms
of the regions In Ghano, the fixing of cocoa prices at unremuncrative
levels and the pegging of the cedi at 2.75 cedis for a dellar were
instrumental in depressing cocoa production and reducing cxport revenuess
The exporf sector was affected by low cedi revenucs, while its domestic
costs were escalating. 4t the same time, the government secior was
steadily expanding and relied nore ard more on outright money creatione
Credits to the government grew T times in the period 1971/1982. This
situstion grew worse and reached & crisis level during 1982, the industrial
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sector being virtually paralysed by the lack of spdfe'ﬁafts and inputs, and
the supply of essentials in the citics interrupted. In Zpire, the econony
has, as yet, not rocovered from the post=independence period of troubles,
The transportation system of the country has deteriorated so much thot

nony areas ore lsolated; agricultural produckion hod suffercd considerable
losses, particularly cash production, and export revenucs have couwe %0
depend directly om mineral production. In the context of falling prices
for copper and cobalt, an increasing external imbolance has appeared,.

and the country has become unable to honour its foreign debi paynentse

In Tenzonio, agriculture has slunped both in food and cash production
because in somne extent of the policies pursued in the gectory, while in
industry, almost completely govermment mancged, high cosis, low productivity,
over mamning, anl poor managenent have led to growing losses borne by

the public treasury. The situation has come to a hend with the shrinking
of external revenues associcted with the world recession, and the rising
cost of energy importss Despite a relatively considercble amount of
foreign assistance, Tanzania reached the point of being unable to ensure
the essential imports needed to sustoin the econony.

Te Domestic demand fell in 1982 by 1.3 per cent, compared tc a risc
of 3.7 per cent in 1981l. This development was due first of all io the
foll of copital formaticn: capitol fonmiotion declined Ly 941 per cent
in volume terms after growing by ded per cent in 1980. Investment
declined by the largest cmount in oil exporting countricsy wherc it fell
by 1544 per cent, becousc of the reduction in oil rovenuess In other
countrics, capital formation remainced stegnonte In contrast to invest—
ment, govermnent and privote consumption continued to grow though at
modest rotes: privetce conswaption grew by 0.4 per cent and public cone
sumption by 0.7 per cent only. The nederation of public consunption
growth was the result of o goeneralized clamp on bulget expenditures
brought cbout by declining public revenuces and by policics designed to
restorce the external equilibriun ond conditicns of long bterm growths
More and more coungrics were opplying odjustment policy packages or
discussing ones with the IMF and the World Bank and the trend was
beginning to be felt at the level of public expenditurcs 4s a
consequence with less recource to money creation, moncy supply growth
went down on avercge and therc wos some reprieve on inflation but in
some countrics inflation accelerated under the impoact of continued
deficit finoncing by the governmcntse This wos particularly the case
in Zaire wherc inflation reached 37.2 per cent, and in Tanzonia

with the rate of inflation growing up to 2849 per cent.
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Be The situation in 1983

8. As in 1982, Africen output did not show significont change : GDP foll
in volume terms by Ol per cent, that is practically zoroe - The fall of
inconc per head continued therefore and reached 1042 per cent relative
to 1980, The mechanism of the continuing crisis of the econcny was

more or less the some ag in 1982, ‘with the added factar of o serious
drought in Scuthern Africa and in scveral parts of West ifricze. In

the beginning of the year, the dry season in the Guif of Guineo area

was longer and drier than usunl, and later in the year the rains were
short=~lived or obsent in the northern part of the Schele The situation
on the oil narket was characterized by conbinued weak demant and
folling priées, so that the finoncial crisis endured by countries

like Nigerin worsened, and the non OFEC oil eXporfcrs which hal fared
relatively well in 1982 had lowcr revenues in 1983 or meintained them
only by highef export volumce There was a strong recovery in the pricces
and demand for primary commoditics other than oil, but 5311l insuffi-
cient to boost export revenucse 48 o consequence the balance of payments
situntion of most African countries wersened, the level of imports
falling with scvere consequences on the performance of key scctors,
particularly industrys The foll of cil prices while it affected oil-.
exporters, was not as beneficial as it should have been to oil importers
because of the rise of the dollare

9+ The overall O.1 per cent fall of rcgional output in 1983 corres-
ponds to an almost general slowdown or fall of activity in the regione
0il exporters as a wholc improved their performance only merginally with
a rate of 0.3 per cent, while OPEC countrics experienced o new output
loss of 0.9 per cente Non oil exporters which hag grown 1y le8 per cent
in 1982, rcgistered a fall of 0.3 per cent, while for non OFRC countries
there was & new deceleration of growth to only 0.6 por cemt ofter 2e2
per cent in 1982 ond 4.4 per cent in 1981, The same sharp deceleration
wes true for LDCs countries, and apart from North Africe and Central Africa
which improved their perfornancce, (respectively $0 2e4 and 25 per cent)
the situntion worsened in all cother arcas, Sub-Soharan .ifrica as a
whole suffering a fall of 1,9 per cent in output compared to stability
in 1982.

10, ﬂméng oil exporters, the country nost severely affected was Nigerile
Tts exports declined deeply with revenues going down to half their 1980
levels, compowxling thé finonciol crisis which started in 1982, The
goverment had to out decply into imports and to nake drostic reductions
in the investment programnac in order to return to equilibriwn: imports
were estimated ot around 7.9 billion dollars, 45 per cent less than in
1982 ond less than half the 1980 level. Capitael spending was revised
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and most non initiated projects suspended. The reduction of imports led to
acute shortages of spare parts and other inputs ir industry and drastic
falls of activity., The effects of the oil g€lut were compounded by the poor
performance of agriculture, food prices rising sharply on urban markets.

In contrast to Nigeria, another oil exporter, aAlgeria was agble to weather
the worst consequences of the oil glut, Though Algeria kept production at
the required OPEC quota (725,000 barrels a day), it was able to avoid a fall
of its exports due to its diversification into oil refining and into gas:

it is estimated that exports of gas and oil condensates alone provided as
much as crude oil exports. Moreover the non oil sector of the economy
continued to grow rapidly (8 per cent in volume terms), and benefitted from
structural reforms introduced to improve efficiency. Ivory Coazst remained

- gripped in a crisis brought about by declining export revcnues and a debi
repyyment requirement which reached 405 billion CFi in 1983 or more then
35+3 per cent of export revenues. The government gave priority to the
repoyment of the debt and enacted severe reductions in investment, credits,
and generally, public expenditures. These measures brought about a slump
of the industrial scctor already hurt by ‘declining demand because of loss
CXpOrt rovenues. A4s a result, GDP decoined for the sccond time in 1983 and
disturbing phenomenons like sizcable lay—cffs in industry appeared, The
government imtroduced further cuts of expenditures in 1983 but finally had
to start negotiations for o rescheduling of its dcbt service., Externzl debt
wos estimated at the end of 1983 at 5.2 billion dollar, while the internal
debt totalled 80 to 100 billion CFA, weighing heavily on the private scctors
Like Ivory Coast, Kenyn has an open cconomy and dravs its export rovenues from
primery commoditics, mainly coffec in this casc. Like Ivory Coast agein,
Kenya hos had an impressive growth record since independence, but its growth
was interrupted by the fzll of international demond for primary products
and by the inercasc, in the cost of energy imports. Petroleum imports which
accounted for only T.2 per ccnt of imports in 1973 went up to 3648 per cent
in 1982, From more than 7 per cent for most of the 1960s and the 1970s,
growth fall to only 343 per cemt in 1982 and remained at that figurc in 1983,
It would have in fact fallen further if not for the good behaviour of
agriculturc which hos grown by more than 4 per cent and for a pickup in the
tourism tradec. But the balonce of poyments situction remained oxtremely
difficult, external rescrves falling to under 300 million dollars by
October 1983 comparcd to 628,3 million at the ond of 1982, Niger is an
examplé of o poor ugricultural country whosc prospects were drasticolly
chonged by minercl exports, in this case uranium exports. After cnjoying

& uranium "boom” after its ureanium production rose to 10 per cent of

totol uranium production, Niger got into trouble because of the cut backs
in the nuclear programme of the United States and other industrialized
countrics. Export revenucs started to declinc, and in 1983 the budget
incomc from uranium was cstimated at only 11 billion CFA from 24.8 billion
in 1930, Budget ecxpenditurcs had to be cut, and cbove all the investnent
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progrorme of the govermaent went down to 7 billion CF.L from 23.9 billion in
1983, This had a drastic cffecct on the construction industry, and the country
found itsclf soddled with o sizeable debt. Because of the good performance

of the agricultural soctor'though,_tho loss in total output was limited ot
around 3.5 per cent af constant pricess Economic conditions were also difficult
in Zimbobwe. The country started on o path of strong growth after the cnd of
UDI and the establishment of the najority governnent ond GDP growth averaged
gore than 11 per cent in volume in the years 1980-1981, However since 1982,

the cconony is severely offccted by drought and by the foll of demand for its
minercl cxports, and in addition by a reduction of demond in its Southern
African norkets. Growth has therefore plunieted and wos estimated ot only
around 3 per cent for 1983, whilv a sizcoble balence of poyuent doficit appeared,
foreign asscts declined to o negative 2754 million dollar from =-58.4 million
in 1982,

12, Agriculture performonce Wos overshodowed by droughte It begon ot the cnd

of 1982 in Scuthern Africo when the 1982/1983 scssion rains foiled, and with

on obnoraal dry scoson in congtel Western ifricon countrics. During the yoor,
the reoins foiled in some croos of Northern Sohel or were under normol levels.
As o result reglonal food production hns dropped significantly, particularly
cerenls whose production wos down to 3 per cent under the previous levels IS
for cash crops they werc badly affected by the drought s far as coffee ond
cocon are concerned, but for these two crops pricc and noarket shore were also
inportant foctorse 1In the cvent, prices wero incrcosing throughout the year,
despite o lull oround lugust, but quota allocations under the international
agreencnts regulating the cocon and coffec markets were nct very favourcble to
Africen producers. Ivory Const in fact continued to operatc outside the cocoa
agrecenent ond wos, under the coffee agreement, forced to retain stocks equivalent
40 one year ©rope Sugar production increased substantially (4.8 per cent) but
the quotzs allocated to ifricon producers in the large anericon morket which
hos token recently up to o third of Africon oxports werc not sotisfactorys.

For cotton, production increcsed, but Sulon wos hit by the loss of its former
morketse 4port from the temporary offect of the drought, african agriculture
is suffering from the effcect of past policies which with sone excoptions tended
to shortchonge the small produccrs by o variety of waysy while invesiment

wos concentrated on the industricl sector. During the ycor, the novenent
towords more stirmlative agricultural policics goined considercble monentun, with
widespread upward revisions of producers priccs and increased budget ond price
allocations for agrioultufe. This will toke however some time to have

visible effects in terms of increased production, Morcover as already alluded
to, the problems of agriculturc uzy be nore decp. seatedy meaning that o
fundamental change in agricultural technology away fron the troditional methods
used by peasonts 18 urgente But this agein will toke some time to come,

and the problen ig compounled by the special difficultics presented by

nodern cgriculture in tropicnl arcoss
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13« Industry was elzso o problen scector during the year, HMHining was
deeply depressed  with the continuing low demand both for oil and non oil
ninerals in the industriclized countrics marketse The impoct on the oil
cxporters in ovident and the case of Nigerio is particularly romarkable,
but cther mincral produccrs werc also hadly affectedes lManufacturing :wes
beset by the lack of forelgn currcncy to buy essenticl inputs, and the
foll of export revenues led in nost areas to a shorp reduction of invesgte—
ment progrounese  Besldesy therce was the drain created by poorly designed
plants in relation to markets, poor menogement cspecially in the arcas

of manming levels and pricing pelicies. But there were some cases of
improved performance: in Bgypt, manufacturing production grew by 1040 per
cent in the year 1982/1983, vhile in Zaire, after the monetary reforms '
introduced by the government the monufacturing sector gave signs of
improved performonce.

4. The oil gilut continued to weigh down on oil exporting countries, ond
OFC neribers cxports registercd a fall of exports to 40.5 billion dellar
onlye In fact after a very pocr start, OPEC members exports firmed up
somewhat by the end of the yoare Non OPEC countries cxport declined also,
desplte the inprovement in the prices of 21l commodities cxecept oil.
However, included in the totcl of non OFEC countrics are Gabony an OQFEC
nerbery and four oil cxporters Ezypt, Congo, Camercon ond Tunisiae

Tuports declined by o considerchblce 12.9 per cent to 6,1 billion dollar,

but the main sufferers were agnin the OFEC countries which cut imports
ficrcely to reduce their balonce of payments problem; Nigerio was again

at the forefront, its imports folling to practically half their 1380 levels
Non OPEC countrics imports declined by 13 per cente Lltogether there

was trade surplus of 0.5 BLillion dellar compored to o deficit of 4e2 billion
in 19824 Despite this, Africn had tc contond with o lesscr volume of
financicl flows, and with increased debt and other poymente cbroods Reserves
fcll shoarply by 1.8 billion Collar Ly Scptember an indication of an '
overall bolance of payment deficit though of smeller dinensions than in
1982,

15 Overall there was o new drep in capital formotion, cstimated at
5T per coent in volunce tormse, FPrivote Consumption continued to increasc
though at o nodest rate (1.2 noer cent) and governmont consumption fell
an indication that the moderate dudget stonce token by most governnent
uos boking holde. But savings also doclined, and by o large margin

(3.6 per cont). The leargest roelucticn in capital formation occurred among
non OFEC members wherce it dropped by 6.5 per cent, while in the OFEC
group, it dropped by 5.4 per cont after the 15.4 per cent reduction
obgerved in 1982, The roduction .of the investment effort after the
long risc obscrved during the 1970s which reached o peak in 1981 with
capital formation growing to 27.8 per cent of GDP, is on extremely
disgquicting phenomenon os it is clear that in many arces thers is a net



B/BCL/PSDs 2/4/0dda1
Fope 10

disinvestrnent, i.ce thot the renewal of capltal is not assureds 3igns of
this are clear in public utilitics in o numbor of countrics, where bosic
water and clcctricity supﬁiies in wrban oreas are offected because of

lack of necessary capitol nointoncnce. In o country like Zaire, an even
more serious dcvelopment is the lack of capital renewel in the mining
industry, o situation with ominuous long term implicationse This being
the casey it is also evident thot in oil exporting countrics in particulary,
the investment drive of the lote TOs was not well conceived and that

both the level and the structure of investment were inadequates There were

too meny la rgé projects concentroted in highly copital intensive lines

of production clearly bLeyond the technical and manegement copacity of

the countrics conccrned os well as in other cases much too large invest—
nents in infrastructure, This has happened clso in Ivory Coast where

the rapid increasc of investment after the so called coffce hoom of
1976-1978 wos translated into considerable building, roads and other
construction projects, types of investment which have a very long gestation
periods ond which are very costly when production projects are not
associated with theme The cnd result has been the present situation

where Ivory Coast is saddled with high debt repayment requirements

while thc investments made arc not generwtlng foreizn revenucs. 4s

already romarked upon in the 1981-1982 Survey of Bconemic and Social

Conditions in ifrice, what appears decisive ruch more than the absclute
level of investnent is the structurc and actunl usc of that investnent
which must be oricnted where it is the more profitable and not according

to criteria which do not give first consideration to cconomic facts.

16, The year 1983 was marked by the prominence of econoric policy

issues. Most countrics werc gripped by immediate foreign oxchange and
supply shortoges ond had to find ways to case the constrointse 4As in

most cases there was no relicf 4o be expected from dlreet recourse to
finencizl markets and/or to bilateral aid, and as thesc sources of support
made anywoy their intervention conditional on INF advice ond participation,
the issuec of adjustment under the standard IMF/World Benk presoription

was conspicucus. 4 lorge mumber of countries entered or completed agrec—
ments with the IMP and/or the World Barmk for standby credit and structural
od justment prograrmes which included as o general rule, measures 1o
restrein public expenliturcs, rcadjust prices and other rates (rute of
intercst, rate of exchange) and dcoentralize the nhnegoment of the econouyes
But even beyond these ILMF/Uorld Bank packaaes, there wos o defindte shift
of ~overnncnt policy generclly in the direction indicated by the ad;ust—
nent pockngcose  Government expondlturcs were curtullea, developed =
gxpenditures being the most offected as ~ovcrnnents found it extrenely
difficult to reduce expenditurcs rclated to socicl wclfarc. The most
resistont issue wos the subsidies proviuod to urban consunero. Ih'Egyvt aléne,
these subsilics ore cotincted to be cround 2.4 bllllon deollary vhor the budget
leficit is cstiaatel ot 6 billion Collors for 1983“198q0 Thore hos

been a definite cloap down on the rise of credits to the h
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geonouy oxd o slow Cown of joney creation, o notural consequence
of lower government expendituress. The adjustment of the exChange rate

was a particular difficult issue and raised the most objections, theugh
a number of governments readjusted thelr currency to more realistic
levelt this was the case in Chana where after a period of special impnart
supcharge and export bonuses which was equivalent to a duwal exchange
rate system the value of the cedi was changed to 30 cedis for a dollar
compared to the previous 2,75 cedis for a dollar, a devaluation of

991,1 per cent; also in Zaire in a particular bold move, the government
aligned the exchange rate on the parallel market in order to eliminate
a major source of instability to the economy; in other cases, namely
the countries, member of the zone franc, the devaluation was achieved
auasi automatically through the linkage of their currencies to the
French france Another avenue was the contrel of imports: in countrics
wherethe control of the govermment  on foreign irade was strong like
Megeria, there was o direct reduction of import programmes in nrder to
achieve external balance, while in othergparticularly in Nigeria the
government hnd recourse to a variety of instruments: credit restrictions,
the banning of certain lines of imports, deposit requirements etc.

17. Apart from the short term problem of external equilibrium there

were basic issues which hnd to be addressed to. As nlready indicsted,
there was a shift of policy concerning agriculture: in o number of
countries producer prices were adjusted upwards to stimulate production
and the distribution o govermnment expenditures and investment reconsidered
to benefit agricultures At the same time, measures like exchange rate
adjustment ond government expenditures control and restructuration are
fundamental if long term growth is to be based on safe grounds: every;
where overvalued currencies discouraged farmers as they tended to benefit
imports and jeopardize export production. In Ghonn for example the rate
of the cedi at 2.75 for a dollar led to the closure or interruption

of the operations of a number of firms whose exports revenues were not
sufficient to cover expenses at the established rate of exchange. Changes
in the management of the public sector were also initiated in many
countries and this is also n fundamental prereguisite for broadly based
long term growth. Some countries are in fact hamstrung by the réquire—
ments of o moncy losing and overmanned public sector which is consuming -
resources which could be better used in other sector. Most new plans
drawn by governments during the year indicate a new réalism manifested

in reduced growth objectives more in line with the effective possibilities
of the countries, more emphasis on the agricultural sector, a more
selective approach to investment and greater openess towards foreign
caplital and a greater room for manceuver given to local market forces,



B/ T0A/PSDe 3/4/ Adda1
Page 12

C. Qutlook for 1984

18, The ECA secretariat has prepared its short=term projections on the
econiomic development of Africa in 1984 on the basis of a detailed procedure
involving the individual cconomies of each ECA member States. In some
cases the plans and projections prepared by governments were available.

for the secretariat during the preparation of the country outlodk;_

19, The short—term projections were based on some general working
assumptions on the evolution of the world cconomy and on climatic
conditions, It wos assumed that the moderate recovery of economic
activity in the Taropean OECD countries will continue. This implies
that demand for Africa's exports will rise and consequently its mineral
and agricultural production will increase.

20, It was also assumed that 1984 will be o good year as far as
agriculiure ieg concerned because of the return of normal climatioc
patterns in east and southern africo and around the Gulf of Cuineas

A further assumption was that demond for African oil will improve by
more than 4 per cent in 1984 ond that the average export price of

the different kinds of light African crude oil will remain at approxis

matoly the lowel of 330 o barrols

21. PFinelly, in the domestic front, the foreoast was baged on
government policies implicit in budget estimates for 1984..2/

29, On the basis of the assumptions just outlined and of the under—
lying trend in private consumption, the growth of GDP will be satig=-
factory in 1984, The ECA Secretariat forecasts that the Oul per cent.
drop in the output of its 50 member States in 1983 will be followed

by 3.2 per cent growth in rcal GIP this years 3/ Regrettably, prospects
for the following year are not so bright, and a less dynamic pace of
sxpansion is tentatively projected for 1985,

g/ The outloock presented in this section slightly modifies the assess—
ment indicated in chapter I, Scction B and the forecast presented
herc supersedes the figures given in paragraphs 26=29.

}/ Tn the "Survey of economic and social conditiorgin Africa,
1981-1982" (5/104/CM.9/5) a moderate growth of 2.3 per cent was
projected for 1983, The outcome was less thon forecasted mainly because
the recovery that had becn expected to take place in the second half
_of 1983 was delayod by unexpectcd weokness of import demand in the
industrialized world and, above all, adverse climatic conditions in
several parts of Africa.
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23. Almost 85 per cent of the 1984 increasc is expectod to result from
consumption whilc investment, after a decline in-the last two years, will
show a modest growth of 2 per cent. The level of investment, at constant
prices, will be lowecr than was in 1982 ond obout 90 per cent lower than it
was in 1981. As o proportion of GDP invesiment will fall by 3 percentage '
points on 1981 to 22,8 per cent at constant prices. The unsatisfactory
capital acccumulation during the period 1982~1984 is a matter of comccrn
and will reduce growth in 1985 and beyond. Aggregate imports of goods and
services of developing Africa are projected to increase in 1984 by about
542 per cent in real terms almost reaching their 1981 level. The deficit
in goods and services will increasc because experts will grow more slowly
(446 per cent) than imports,

24s Agriculturc will grow by 3.9 per cent followed by mining {3.6 per cent
and industry (2.6 per cent). Monufacturing will grow by 2.7 per cent agoinst
the average growth of 4 per cent between 1973 and 1983. The share of agri-—
culture to GDP (at constant prices) will be higher by almest 2 percentage
points as comparcd to 1980 and reach 24.1 per cent, while the share of
mining will fall by 7 percentage points from 24.1 per cent in 1980.

25«  The overall figures for the levcl of economic growth conceal substantial
differences between gcographical subregione and the region'sﬂthree cconomic
groups (sec Table III.Bsl). In scveral countries of Central, Fast and
Southern Africa, the combined effect of lower oil prices, moderating interest
rates and sironger activity in the countries of developed market economies

is projected to lecad to o buoynnt growth, while some countries of West

AMrica are facing o difficult year again,.

Table IIT.Bsl
Growth in real GDP%
(Percentage change over preceding year)

1950 share
in total 1982 1983 1984
{percentage)
Contral Africa 8.5 - 245 2.9
Fhst and southern Africa 13.7 2.5 0.6 5¢3
North Africn 43.2 ~0s5 2edl 3.2
West Africa 34.6 ~0.4 sell g2 1.8
Developing Africa 100.0 ~ ~edsl 3.2
Least developed countries 1346 1.8 ~0,2 37
Oil=exporting Africa 6545 ~1,0 0.3 27
Other countries 2049 1.8 ~1le3 445
Developing Africa 100.0 - =0.1 3.2

Sources ICA Seeretarinte
Q/ dAggregates were computed at markct prices expressed in 1980 US dollar
torms.
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26, In Africa.south of the Sahara, according to BCA scoretoriat estimates,
real OIP will grow by more than 3 per cent in 1984 after a drop of 1.9 per
cent in 1983._ The main source of growth for this group of countries will be
agricﬁltufe, while other productive sectors will grow moderately. Fixed
capital formation will stagnate and per capita consumption improve.

27« ,Although there is no comporison .between the projected growth of 3.2 per

cent in 1984 and the stagnation in both 1982 and 1983, thc 1984 growth is ’
only slightly above the historical rate of 2,9 per cent between 1973 and
1983, This average annual growth rate means that capita income hag not
increased during the past decade, Africa’s GIP will be the same in 1984
than it was in 1980, while per capita GDP will be morce than 10 per cent
lower than 4 ycars agoe In fact, projectcd per capita income will fall
aga.ln in 1985 )

28. On the cxternal front, the TA secretariat forcsees 2 deterioration

in 1984, the current account deficit widening to about 5.6 per cent of GDP.
This overall figure includes an increasing deterioration in the deficit of
many oil—imporfing countrics of the region. For them, the current account
positions pemain under considerable straine By contrast, the current
nocount deficit of African members of OPIC is cxpected to disoppear from o
moderate deficit of $1.3 billion in 1983, Current account prospects for
1985 are obviocusly subject to considerable uncertaintiess The total amount
of external debt of the region is expected to reach about $158 billion in-
1984, while the projected public debt scrvice ratio is cxpected to fall from a
peok in 1983 to 21 per cent of exports of goods and services in 1984

29, Piscal and inflationary pressures are expocted to be contained in the
framework of a gradual resumption of total demonde ICA secretariat forccasis
that th?,}2-3.Pth9$nﬁ increasc in the consumer prics index  of - its- 50 member-
States in 1983 will be followed by 12 per cent inflation rate in 1984



