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INTRODUCTION

1.

The United Nations Conference on LDCs held in Paris in 1981 enabled those

countries,
mos,t

classified as the

formidable structural problems",

particular economic
strategies

20

"economically weakest
to present

and social conditions

and poorest

a critical

countries with the

analysis

of their

along with their national development

and selected priority projects,

.. In view of the limited domestic financing capacity of the

LDCs,

was made to the international community - the developed countries,

an appeal

multilateral

development financing institutions and developing countries with capital surpluses to increase the flow of resources to the LDCso

The aim was to help the economically

weak nations "to make a decisive break from their past and present situation and
bleak prospects" while respecting their national priorities and plans.

3O

Between I98I and 1934 the requirements for autonomous development and growth

of tie African LDCs became needs for stark survival:

persistent economic recession

was marked by performance well below the minimum growth targets set by the Third

United Nations Development Decade at 7, 7,5 and 8 per cent a year respectively for
GDP,

exports and imports of the developing nations as a whole.

were fur\her burdened by more than 2 million refugees,

by drought affecting some areas since 19685

victims

The African LDCs

of the famine caused

and a series of destabilizing actions,

especially civil war,

4.

Moving from hope to disillusion, the LDCs, and those of .Africa in particular,

have seen thoir development efforts undermined by inadequate external assistance

which is an essential component in the attainment of their economic and social develop
ment goalso

As a result of deflationary policies undertaken by certain industrialized

countries to solve their own internal problems and of the drop in oil revenue for

members of the Organization-of Petr-oleum ■ Exporting Countries (OPEC), net develop
ment aid disbursements to the African LDCs dipped from $US 4.7221 billion in 1981

to $4-6O9 billion in 1983, an average annual loss of 1.2 per cent, 1/

Actual

disbursements of Official Development Assistance (ODA) rose only 0.35 per cent a
year while ODA commitments dropped "by nearly 2 per cent a year beginning in 198O0

Over the same period, the limited compensatory financing made available to offset

l/ These statistics are taken from the 8 January 1985 listing by the UNCTAD
Secretariat on net flows of external resources disbursed to the least developed

African countries and the OECD report on "La repartition geographique des ressources
financieres mises a la, disposition des pays en developpement" and the'UNCTAD study
on "fhe Least Developed Countries:

1984 Report".
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shortfalls in export earnings permitted only a slight improvement in the terms of

trade (2,8 per cent), 2/

5,
Because of their internal imbalances and.-severe external eoonomic environment
mainly the drastic decline in external aid flows, the LDCs find themselves excluded

from the process of creating a new international economic order, which requires an

effort of international solidarity,

6.

This fifth meeting of the Conference of Ministers of the African Least Developed

Countries provides a new opportunity.for evaluating and assessing the progress

achieved by.the African LDCs in implementing the SNPA in the light of the^difficult

,

economic and social conditions obtaining in these countries, since the programme
was adopted in 198I- It will also serve to define the corrective policy measures

needed,to improve SNPA implementation in terms of an expanded domestic resource base
since external aid is "becoming increasingly uncertain,
jm

7.

OBJECTIVE AMD ORGANIZATION OP TH3 STUDY

The objective of the study is to review the macro-economic and sectoral growth

trends and overall socio-economic and development performance of the African LDCs
individually and as a group. The study is divided into two parts. The first part
provides a group evaluation of the economic and social conditions in the African
LDCs and the second presents country-specific economic briefs. Particular emphasis
has been placed on the major socio-economic problems encountered and the policies
enunciated by this countries with a view to restoring the necessary balances-in

their respective

.

dcononics.

II. ' GLOBAL WALUATIOW Op THE ECONOMIC AMD SOCIAL CONDITIOHS
A,

8O

Overall growth performance

'

Based on available national statistics and on estimates by the SCA secretariat

economic growth appears to have deteriorated steadily begween 1981 and 1984. The '
GDP growth rate (at constant I98I prices) 3/ declined from 2,5 per cent in 1981-1982
to 1.01 per cent in 1982-1983, followed by -1.15 per cent in 198^1984 in contrast
to 1.8 per cent in 1930-1981. This represented an average annual growth of only

O083 per cent during I98I-I984, against 3.2 per cent between 1970 and I98O

There

has been a continuous decline in per capita income, at an annual average 6£ about

-2 per cent during the perioda

2/

. RGal gr°Wth rateS Cited in the first P=^t of the study are calculated at

prices unless otherwise specified0

1
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The structure

of GDP was relatively stable during the

inoluding livestock production,

period.

3

Agriculture

forestry and fisheries provided .an annual average

of 47.6 per cent of value added for the group of 26 African LDCs, while contributions
by manufacturing, mining, the construction and public works sector and services
came to 7o, 1.3,

10.

3=6 and 25 per cent of GEP respectively,

The most outstanding GDP growth rates were recorded in Botswana (11.5 Per cent),

Guinea, Uganda and Burundi (5 to 7 per cent a year) and the Comoros-7 Gape Verde,
Rwanda, Malawi and Mali (3 to 5 per cent).

On an annual average, about 53.3 per

cent of value added for the African LDCs is derived from only four countries:
Ethiopia,

the Sudan,

the United Republic of Tanzania and Uganda,

The

modest economic

performances registered "by three of these countries (2.8 per cent annual growth for
Ethiopia,.0=5 per cent for the Sudan and -2.8 per cent for the United Republic
of;. Tanzania), which itfas largely caused by an average annual decline in agricultural
value

added of about 4 per cent,

least developed countries

llo

as

depressed the

overall growth rate for the African

a groups

This dismal growth performance is attributed to several factors:

(a) the

small scale of the economies of^the countries involved; (b) the lack of diversity
of those economies because of their heavy dependence on agriculture; (c) unfavourable
weather conditions

affecting the rural

sector,

which is the

driving force

in these

economies; (d) sluggishness in the other sectors and their generally poor generation
of value added; (e) inadequate capital formation for both new and replacement
investments,

constrained by high import

content

and weak import capacity;

and

(f) economic management difficulties caused by a shortage of qualified personnel.
Bo

12,

Major development policies

The policy measures adopted by the African LDCs are essentially those dictated

by the need to resolve the crisis in almost

all sectors of their economies.

measures focused on the transformation of national resources

of infrastructural support facilities for production,
ment,

especially water supply manage

in view of the impact of cyclical drought on the agricultural sector

of these countries.

These

and the establishment
in many

The most usual approach has been to increase producer prices

and to simplify distribution channels by eliminating some intermediaries.

Countries

with a national currency have had to deal with a parallel trade system that has
diverted a sizeable share of national output and dislocated internal price systems9

13.

Overall, rural development and basic socio-economic infrastructure (schools,

hospitals, roads, etc.), with an average of 26 and 31 per cent of development
budgets respectively, continued as priority sectors,,

Countries posting much higher

rates were Malawi, Lesotho, the Sudan, Cape Verde, Uganda and the United Republic

Page
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of .Tanzania. -Aside from Malawi, Botswana and Rwanda, the other African LDCs saw
their efforts to become self-sufficient in food undermined by severe weather
conditions„

■

14= Manufacturing is still on a relatively small scale; it is. dependent upon
agricultural conditions and the country's capacity for importing raw material and
spare parts. Over the period there has been a trend towards better utilization of
existing production capacity and a reorganization of the industrial system.

Top

, support is reserved for export sectors despite the downgrading of most investment
programmes.

.

.

...

.1-5. In terms of budget, several of the African least developed countries have
introduced austerity policies in order to expand their savings, restrict demand,
especially public consumption, and consolidate their capital formation.

Most of

these measures are.part of economic and financial recovery programmes or structural
adjustment programmes laid out by the World Bank and the IMP. The public finance
recovery sought by those programmes has beern attained at heavy social cost:

a

freeze on hiring and wages in the public sector, elimination of subsidies and
application of "true prices" to certain basic oemmodities, etc. These measures arc
designed to encourage investment financing by the private sector,,
-

16,

Participation oy the people in the development effort in the form of community

work or human investment has been introduced in Malawi, Botswana, Guinea, the Sudan,
Uganda, Benin, Cape Verde, Mali, Rwanda, Guinea-Bissau and Ethiopia, This has
enabled a great many African LDCs to avoid development projects that are capital
intensive or involve heavy operating costs„

17- With respect to the external sector, measures are aimed at resolving balanceof-payments difficulties in the African LDCs relating to: (a) rigid export structures
based essentially on a few agricultural products (coffee, cotton, groundnuts, tea,

cocoa), with the exception of countries with mineral potential such as Botswana,

Guinea, Lesotho, the Niger, Sierra Leone and Rwanda; and (b) restrictions involving

ciuotas and protectionist policies employed by some of the industrialized countries.
Accordingly, in addition to incentives to encourage a high level of export production,
such as higher producer prices, the countries have often resorted to a dual exchange
rate System or to devaluation of their national currencies,, Some exchange rate
policies have produced disastrous results by overvaluing national currencies (e.g.
Rwanda and Burundi). This has weakened some State budget revenue base, which are
heavily dependent upon import duties and export taxes as they are affected by high
exchange rates stipulated in US dollars.

Page
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5

Following a surge in the money supply between 1980 and 1982, offset "by

inflationary pressure and a corresponding rise in general price index, the African
least developed countries initiated a series of credit management policies.

These

included rediscount.ceilings and mandatory coverage, together with credit expansion

limits and strict control of exchange reserves.

National importation programmes

have also heen launched to restrict the volume of non-essential imports.

Priority

has been assigned to credits for large-scale activities that create value added,
19°

There has been a considerable improvement in socio-demographic indicators.

Infant mortality, gross mortality .and illiteracy evolved respectively from 164=8

and 25,9 per 1,000 and 79*7 per cent in I96O-I965 and 1970 to 136c3 and 21 per

1,000 and 64*6 per cent in 1980-1984=

(a)

The most serious defects in this are:

very limited job opportunitiesj and (b) scant interest in the social sector by

external financing sources,

I«he countries sorely affected by the drought,, particularly

Ethiopia and the Sahel group, have resorted to emergency measures ranging from

population resettlement in more favourable production zones to the devising of national
food strategies,,

C.

20,

Expenditure

on GDP

The structure of demand was relatively stable during 1981-1984,

Bie GDP shares

of private and public consumption averaged about 73,4 and 16 per cent a year,

led to a fairly weak domestic savings rate pegged at 5,6 per cent of GDP*

This

Private

consumption roso about I..36 per cont a year while; public consumption recorded a gain
of 3,32 per cent.

Countries registering a reduction in final consumption included

Benin, the Central African Republic, Chad, Equatorial Guinea, Guinea-Bissau, Sao
Tome and Principe, Sierra Leone, the Sudan and the United Republic of. Tanzania,
root causes of these trends were:

The

(a) irnpieinentation of a policy to monitor final

consumption; and (b) r. drop in exchange reserves that restricted the countries' import
capacity,

21.

Over the period the average investment rate stabilized at nearly 17 per cent

a year, compared to roughly 15 per cent in 1980-1981, The African LDCs also received
external financing equivalent•to about 11,4 per cent of "their overall GDP, External
trade balance was offset by a deficit reduction from $US 5.1 billion (,or 1,2,3 per

cent of real GDP) in 198I to $4.5 billion (or 10,5 per cent of real GDP) in 1984.
This was achieved at the cost of reductions in both exports and imports.

e/hc a/cm. 11/35
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Public

Budgetary performance

finance

in the

and external debt'

African least

developed countries has been

satisfactory since 1981 as almost all of the countries stabilized their deficits
at an average

of between 10 and 17

from stronger recovery programmes

per cent

Guinea,

Fiscal measures

and taxation of certain basic

freeze on major recurrent State outlayso
Cape Verde,

of ODP=

Austerity measures

Somalia, Benin and Burkina Faso,

adopted ranged

commodities to a

adopted in Ethiopia,

have produced surpluses in the

banking system which improved the State's debt position,

In most

there has been a return to budgetary pragmatism because of the

of the countries

scarcity of budget

resources and the unpredictability of external aid during I98I-I984, which led to
a downward revision of capital budgets,
outlays

on actual renvenue

out-turn rather than on budget

tions'S^e difficult to fulfil because
a weak production base,
irreducibility of snost

23.

Other pragmatic actions

operating costs

Such projec

in economies with

major economic sectors,

and a sluggish State sectoro

To finance their budget deficits,

the

African LDCs have customarily resorted

to increased 'borrowing from the domestic "banking system at
pressures,

projections,,

of strong fiscal pressure

disappointing performances by the

included basing

the risk of inflationary

The CFA zone countries have received significant

lines of credit from

the French Treasury for this purpose.

24,

Over the period-

the annual flow of guaranteed public debt rose by 3*5 per cent,

averaging about f,l,6^ Million, from the DevoioT^oivfc Assistance Committee (DAG) of
the OBCD and OPEC member countrieso

Grants

minor 0o3 per cent improvement in 1982,

burden of increased debt service payments,
cent

of their GDP or over 25 per cent

from the same sources,

following a

fell by 6,3 per cent in 1983O

To reduce the

novr approaching the equivalent of 3 per

of their entire export earnings,

most of. the,

African LDCs have entered into rescheduling negotiations with their major creditors,,
Such negotiations, which are consistent with the recommendations
also taken place

in the Paris Club and the Club

E=

25-

External trade

and balance

of the SNPA,

have

of London or on a bilateral basis,

of payments

.

The performance of the external trade sector, of the African LDCs has been

characterised by lack of diversity in the structure of exports centered primarily
on farm and livestock products,

a strong demand for importation of food and

contraction of world demand for the primary commodities exported by those countries:
coffee,

cotton,

cocoa,

tobacco,

tea,

groundnuts

and livestock products,

account

Page 7

for nearly 74 per.cent of export earnings„

Botswana, Guinea, Lesotho, the Niger,

Sierra Leone and the Central African Republic have a mining potential that furnishes
more than half of their export earnings,

26O

The trade balance deficit was reduced by roughly 12 per cent, "between 1981 and

1984 because of an annual average contraction of 4 per cent in exports and over
5 per cent in imports,,

This downward trend stems from a strict regulation of imports

through close control of foreign exchange and selective allocation of import licenses,
together with higher prices for coffee, tea and cocoa at the end of the period.
Exports of mining products showed a more dynamic behaviour than agricultural products,
which were adversely affected by a series of bad years,

27,

The

current account deficit dropped by more than 32 per cent following a.

decline in exports and imports which entailed lower transport costs under non-factor
services, and a decrease of nearly 19 per cent in factor services.

Over the same

period, not unrequited transfers went from $1.8 billion to $1 billion, covering an
average of only 43.6 per cent of the goods and services deficit, with the current
account deficit dipping from $1.8 billion to $186 billion.

Net capital flows have

failed to keep pace with current financing needs as the overall deficit more than

doubled in I98I, holding thereafter at a fairly stable annual average of $598.1
million,,

F«

(a)

28.

Review of sectoral performance

Food and agriculture

Agriculture, including livestock production, continued to dominate the economies

of the African least developed countries,

The value added in 1982 amounted to

52.5 per cent of GDP and dropped to -around 47a4 per cent in 1984.

After posting

an annual average growth of 2.5 per cent in real terms, value added by the agricultural
sector, based on available data for 16 countries which account for more than 95 per
cent of that value, advanced only 0o33 per cent in 1984. 1

29. Obstacles to agricultural development are virtually unchanged despite the
priority assigned to this sector in the various national development plans and
programmes.

They include (a) drought, which was initially confined to countries

bordering the Sahel and the Kalahari deserts but has spread across the entire African

region; (b) poor livestock production; (c) insufficient backward and forward support

linkages for farm production (supply of inputs, construction of access roads to
production zones, establishment of industries to process farm products, storage
facilities, water supply infrastructure, etc.); (d) inadequate farm pricing system;

e/eEA/cm.11/35
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(e) insufficient guarantees for absorption of farm output; and (f) a very limited
range of marketable primary commodities.

30o

At the individual country level, between 198I and 1984 eight of the group

registered negative annual average growth rates (the Central African Republic, Chad
Equatorial Guinea, Guinea-Bissau, Sao Tome and Principe, Sierra Leone, the Sudan

and the United Republic of Tanzania),- despite some strong showings in 1982 (particular1~

the Sudan), Only seven countries - Botswana (11-5 per cent a year), Burundi (5.1
per cent), the Comoros (4,3 per cent), the Gambia (7.6 per cent), Guinea (6.7 per
cent), Malawi (4-5 per cent) and Uganda (5-5 per cent) - exceeded the average annual

4 per cent SNPA growth target established for agrioutlrue in the least developed
countries,, Separating out the linkage effects of non-food industrial crops, the
figures show about 2,8, 1, -2.5 and 0.4 per cent for average growth rates of per capita
food production in 1981-1982, 1982-1983 and 1983-1984, This uncertain food situation
is made even more problematic as the countries' struggle to satisfy their import
requirements based on scant foreign exchange earnings,,

(b )

Manufacturing

31= During 198I-I984, the GDP share of manufacturing dropped from about 9 to
1.6 per cent at the end of the period, with sectoral value added rising from an
annual average of 1,6 per cent between 1981 and 1933 to 6,6 per cent in 1984. This
considerable growth essentially reflects, a recovery of industrial output as compared

to the 1981 and 1982 levels rather than the installation of new capacity,,

Another

significant factor was the deferred effect of good industrial exop. harvests in 1982

and 1983.

Obstacles to development of the LDCs industrial sector above the SWPA

target of a minimum an nual average growth of 9 per cent include insufficient domestic
and external outlets because of the small national markets and competition by

industrial products from other developing countries; limited trade in manufactures
among African LDCs and closure of large neighbouring markets.

*

Other major factors

include poor organization of industrial production, characterized by a shortage of

skilled, especially management, personnel; irregular supply of energy and raw materials,

relating to the country's poor energy potential and weak agricultural base;'
inadequate industrial investment policies (particularly in respect of renewal invest
ments), and heavy dependence on imported inputs,,
32* By reorganising the State sector to ensure enhanced industrial production,
opening up the capital of existing units to private enterprise; reviving production

of certain cash crops (cotton, groundnuts and coffee) and reconstituting herds,
four of the African LDCs achieved industrial growth of over 10 per cent a year between

1981 and 1984- These were Botswana (15 per cent), Burundi (ll.9 per cent), the
Gambia (l3«4 per cent) and the Niger (11,1 per cent)o

Page

(-)

33.

9

Other economic sectors

Annual growth in the mining sector, which provides about 1O8 per cent of GDP,

came to only 1O2 per cent.
capital-intensive nature

This modest performance is the result of the sector!s

and inadequate investment policy, which has often set up

support

infrastructure.with a. capacity .far. exceeding that of existing extractive

units.

Production, has

in many cases been "burdened by energy supply difficulties

and by the : land-locked position of some countries, which raises1 production costs and

undermines the competitiveness'1 of their products. Development of trade and' transport,
which is dependent upon progress by the agricultural sector, averaged. 19 and 8 per
*

.■

' rcettV of GDP; over the period.-''Some recovery was noted,

mainly ."because^of .efforts -made

■'by'the'"countries1 to broaden their domestic, and external horizon^, - -fthsi'virtual1
* . .,

■ stagnation. pf-..o-the.r serviQeSr.GQntinued throughout
■

;•

'.;

-.!■■■:

;

-. GV ' Overview of implement at ion of, the SUP A in the > African,

1

34,

the period1-. ■■.l-

'

(_;

•■■■l
.

■

. ,

.-

least developed countries

poll owing the 1981 adoption of the SNPA fQ-r the least developed countries,

-

13 iXJMDH-Rouncitable and four World. Bank Consultative' Group Meetings have been held.-1"
It is too early to1 make proper evaluation of responses to 'the external financing
re-quirements,

even though donors attending the various meetings have, for the most

part endorsed the development

strategies

.and goals

presented "by the organising .-_.l:.r-

coun'tries". ' Financing commitments are often withheld because of the donor countries*
claim that the

LDCs have not

adequately prepared their projects.

It

is

observed

that a major snag continues to be the requirement of donors that syructural adjust

ment; or; economic■ and financial stabilisation programmes be worked out"with.the.World
Bank and"the- International Monetary Fund 'as a prerequisite to any flow of funds or.

-rescheduling 6f the LDGs' external debt.

While the ..liquidity crisis , in-those , countries

is r'oTal enough', some debtor nations alBo nave equally real development and. even
simple

35°

?

survival needs,

As noted, the economic performance of the African LDGs falls far short of the

growth'targets set by the SNPA-

Two external factors appear to determine the

development' prospects of those.countries;

weather conditions and external financing.

If the present conditions continue,;,the: development outlook for the

b

for 19&4. shows.., no likelihood of exceeding the I98I-I984 level, with
projected at only 1,,8 per cento

The international community must respond more

adequately to the LDGs1 requirements during the.seoond half of implementation of the
SNPA in order. £ or. the countries to succeed in their,, efforts to bring about the

'

structural, changes, necessary for a self-sustained development and growth of these
countries,

G
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III. COUNTRY STUDIES
BENIN

I.

'

" '

OVERALL GROWTH PERFORMANCE

36.
Economic management in Eenin is founded on the principle of planned
development; the state controls key sectors of the economy while encouraging
private initiative in small- and medium-scale enterprise. The adverse effects
of the international economic crisis on Benin increased during 1984, mainly
because of protectionist measures adopted by some neighbouring countries. The
immediate conseguence was a slow-down in economic activities and trade.

m

g

al textiles and food produced in Benin was drL™ ly reducedIs

result of proble^-M^e-oil-sector in Nigerr* a»d the uranium 'Sector in the Siger!
38.

m 1983 this demand reduction had strong repercussions on GDP, with real

growth falling to 4,1 per cent.

This rate would be reduced to 1.7 per cent, if

the value added by the oil sector was not taken into account; production started
in that year-and generated
value added estimated at CFAF 7.8 billion
The
trend in GDP, growth in 1983 can also be attributed to unfavourable weather condi
tions which paralyzed the cultivation of staple foodstuffs in high demand on the
markets of neighbouring countries,
the deteriorating situation of para-public
industrial enterprises and to delays in the implementation of some large-scale

pro3ects

39.
The trend continued in 1983-1984. GDP fell from CFAF 410 billion in 1983 to
406 billion in 1984, a drop of 1 per cent. The growth of GDP between 1981
and 1984 is a long way from the annual target of 7.2 per cent set in the Substantial

New Programme of Action, and prospects for the near future point to no more than
4.5 per cent per year in the second half of the decade.
II.

40.

MAJOR DEVELOPMENT PROBLEMS AND POLICIES

Benin underwent a long period of political instability between 1960 and 1972,

at a tune when development costs were relatively cheap. The revolution of 26
October 1972 endeavoured to lay the necessary foundations for a smooth economic and
social development by ensuring the full participation of all vital forces in deve
lopment in the broadest sense and by strengthening the role of the State in the
economic affairs of the country.

41.
State intervention in the agricultural and industrial sectors aims at
increasing productivity by ensuring a regular supply of inputs at a price accept
able to producers; making credit available to producers on concessionary conditions

a
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and fixing agricultural prices that contribute to an increase in agricultural
income and investment.
State assistance to the agricultural sector is selective
and gives preference tc those products considered as strategically important and

to those regions whose development has been assigned priority.

Distribution

channels have been simplified through the reduction of intermediaries and through
guarantees of favourable prices for both producers and consumers.
42.

With regard to budget policy,

the Beninese State is making efforts to

increase its revenue so as to augment the present budget surplus.

This surplus is

not deposited in the Central Bank but is used for public investment.

Benin is.also

endeavouring to cover gradually its recurrent expenditure on civil service and -in

the sdcial and educational sectors and is revising its fiscal policy so as to
r
encourage private productive activities through tax incentives> particularly for
snail- and medium-scale enterprises.

43.
On the monetary side, Benin is ensuring that credit policy does not result in
the creation of an inflationary idle money supply which may!be hoarded by economic
operators.

In this respectV the government policy of promoting the private sector..

should open up new investment possibilities in small- and medium-scale enterprises
and help t6 mobilize such hoards.
44.

,

Foreign trade policy is geared towards increasing and diversifying exports,....

in line with increased production and exerting a certain amount of control;.over-- .>
imports.

More specifically,

the Government has taken measures to limit t,he import

of ncn-esseritial goods in an effort to reduce the trade deficit.
■'■-'■—■

45.

:

III.

EXPENDITURE ON GDP

.

>;Total consumption is estimated at an average of nearly 9$,per pent of GDP

;

during 1931-19S3, meaning a domestic savings rate at only around 5 per cant.

...

Gross1 capital formation constitutes a much higher portion of the QDP, namely 20.
per cent;

this leaves a deficit of anproximately 15 per cent of GDP which must

be mad£ up by foreign aid.

.
IV.

PUBLIC FINANCE

,

-,-

...

-46.;: The Government continued to pursue a very pragmatic policy wlyLch consisted

in 'linking current budget performance to the rate of effective collection .pf..
.
revenue rather than to budget estimates,- all running and operational expenditure,
with the exception of wages and salaries,

was frozen until the necessary funds

were available.

47The Government was thus able to maintain a surplus that reached CFAF. 10.5
billion in 1982.
As a percentage of GtiP, budget receipts grew from IS per cent

in 1980 to 23 per cent in 1981 and 22 per cent in 1982.
Preliminary estimates
point to a decrease in current receipts to CFAF 38.2 billion.in 19S3 ox -31 per

.
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cent of their 1982 level, and 28.5 billion in 1984.
The national budget derives
85 per cent of its income from customs receipts (70 per cent) and direct tas:
contributions to inland revenue.
Their decline caused by critical national and
international conditions, the closure of Nigerian borders to re-export products

arid the abandonment of the autonomous port of Cotonou by economic agents resulted
in a regular budget deficit of around CFAP 200 million in 1983.
The level of
receipts during 1984 fell
approximately 16.8 per cent compared to 1983.

48.

Benin's foreign reserves were sound during the 1970s but declined steadily

between 1981 and 1983 followinq a loss of State reserves.

From a surplus of

CFAF 6.6 billion in 1931, net foreign reserves slumped to -33.9 billion in 1982
and -32.7 billion in 1983-1984, following the 1982 deficit in balance of payments,
itself caused by the decline in re-export trade and by high inventories of
imported goods.

49.
The State became a creditor of the banking systen as of 1976,
its position
was reinforced year by year owing to the systematic policy of paying its debts
to BCEAO and depositing Treasury surpluses in the banking system.
However, this
situation changed in !1982.
Claims against banks fell from CFAF 2.7 billion in
1981 to 1 billion in 1982 and to 578 million in 1983.
The State had also .o
to resort to its (reserves)
with ECE£O and other banks and increased its use of
credit facilities granted by the Central Bank.
Thus deposits from the State with .
BCEAO fell from 4.4 billion in 1982 to 2.2 billion in 1933, while the amounts
'
drawn through these facilities amounted to 4.5 billion at the end of 1983.

50.

In 1983 the growth rate of credit

45 per cent in 1932.

to the economy was 5 per cent against

The slowdown observed in the channels of credit into the

economy during 1983 was the recult of a more restrictive credit policy and a drop

off in re-export trade.

The expansion of credit in 1982 was caused by a combi- ■

unexpected inventories.

"

nation of factors:
the State cake over of some foreign private companies obliged
them'to postpone their reauestfor new credit frcn national banks; the development
of re-export trade with neighbouring countries, particularly Nigeria, required a
larger volume of credit for import-export companies, and, finally, the launching
of industrial projects financed by external resources created new demands for
credit from local companies supplying local materials or offering services.
Faced
with this increase in credit demand, the Government adopted a more flexible attitude
towards ailing State-owned companies and private enterprises that were accumulating

V.

EXTERNAL TRADE,

'

BALANCE OF PAYMENTS AND EXTERNAL HEBT

51.
The trade balance was characterized by a growing deficit during 1980-1984
when imports outpaced exports.
Official exports of goods tapered off following
the precipitous downturn in the production of industrial export crops, particularly
palm, cotton, coffee, 'ground-nuts and cocoa.
This trend stemmed from input-related
problems; unpropitious weather conditions during 1981-1903 and the slump in world
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prices.

Unofficial exports consisting of re-exports to neighbouring countries

declined as well in 1981-1984 following measures taken by Nigeria against imports

from Benin.
The growth rate of f.o.b* exports, 53\2 pet cent in 1981, fell to
11.5 in 1982 and to 5 per cent in 1983.
Furthermore imports consisting mostly of con

sumer goods (63 per cent) anc intended for re-export increased "by 52j4 in 1981 and
221S pf-\r cent in I?.&?-. This sc-ti.-acif van linked to the situation of border trade which
is now paralyzed and to the completion or suspension of some projects under the
national investment programme.

The trade deficit,

CFAF

55 billion in 1981,

is

reported to have reached 71 billion in 1982 and 65.8 billion in 1983.

52.

This trade deficit was eased to some extent by public and private transfers

and net services, which recorded a slight surplus for the period 1981-1983, as well
as long-term capital movement.

Overall,

the baLance of payments in Benin recorded

a deficit of CFAF 16.2 billion in 1982 and i9.2 billion in 1983, whereas the
balance showed a surplus of

11 billion in 1981.

53.

As a result of this continuous deficit of the balance of payments in 1982/

1933,

the status of net foreign reserves of Benin has deteriorated.

long-terra national external debt grew from $US

Medium- and

193 million in 1975 to $ 535 mil

lion in 1982 or the equivalent of 21 per cent and 52 per cent of the GNP,
respectively-

caused a significant expansion of capital channeled to Benin.
1933 the total national debt amounted to CFAF 367.5 billion,

multilateral sources.
to the

•'

The sizeable investment programme undertaken in past years has
By 31 December
81 per cent from

The rapid increase in the external debt can be attributed

financing requirements of three main projects, namely the SAVE sugar plant,

oil exploitation at SF?4E and the Onigbolo cement factory.
54.

Actual payments for debt servicing

mentioned above)

However,

(not including the main projects

rose from CFAF 1.3 billion in 1979 to 5 billion in 1982.

if debt servicing for the main projects is included, payments would

reach CFAF 5.4 billion in 1981, 17.3 billion in'1982 and 35.8 billion in 1983.
The Beninese Government is currently engaged in talks on consolidation and re
scheduling of the

external debt for major projects.

For the next five years,

an

average (?f 77 per cent of external debt service should be absorbed by amortization
of loans contracted for those projects.
VI.

SECTORAL PERFORMANCE

A.

55.
Agricultural output, which-remained virtually stagnant since 1979, fell in
1983 by 2.2 per cent in real terms after a gain of 1.6 in 1982.
This was due
to inadequate rainfall

particular.

in the central and northern parts of the country in

Livestock and forestry production rose by an average of 4.9 and 1.3

per ce^t respectively but failed to offset the significant drop in agriculture

and fishing.

As a result, the value added of the rural

cent in 1981 to 36 per cent in 1983,

sector fell from 40 per
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B,

Manufacturing

.

,;

■■•,>-

57
The industrial and handicrafts sector, which the Government views as
driving force in socio-economic development, expanded at the rate of 2 1

58,

rent

This is primarily:due to the fact that .Beninese industrial production

.consists, mostly of .consumer good,: and therefore creates
ceates littL
littL value
value

added

tT^:^^0^
T^:^^0^ intemediat^ -»» capital
capitl goods
d are almost, non"^, with
the exception of clinker and in the near future,cement as well as an infant'metals

works

nni v I
< however' a reversal has been observ2d. Out of
,000. kwh in 1984;,,48 per cent will be produced in Benin.
,

s™'f I0" main P"JeCtS> namely. the,exploitation of offshore o:.l deposits at'
Sd nuh^r frtOry " °ni9irol° have 9ive" * P°«erful boost to :te const^^
SEME, expansion of the port of Cotonou and construction of a sug;ir plant at SAVE

"si-1903

S S6CtOr< WhlCh ^ gr°™ by 10-4 ^er oent P- year during
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61.
The SNPA recommenced an increase in the levels of exploitation and
development of water resources (irrigation, drinking water and electricity), as
well as mineral and energy jrespurces. In Benin, efforts are now concentrated on
the oil reserves at SEME, whose exploitation started in 1983 with the partici
pation of a Norwegian firm.(SAGA); on hydroelectricity (Nangbeto dam) with an
expected production of 30 MW, and development of renewable energy sources (wind,
solar, biomass) in order to reduce the country's dependence on external sources.

62.

Trade is traditionally an important activity in Benin and contributes 20

per cent to the GDP; it was relatively dynamic during 1981-1983, although its
average annual growth rate in real terms did not exceed 3.6 per cent. This growth

is closely linked to official and unofficial re-exports to neighbouring countries.
The inadequate transport infrastructure hinders expansion of trade within the
country, as does an overall downturn in productive activities (agriculture and
industry).

63.
The rate of growth in transport and communications was 2.5 per cent per
year during the period under review and represents approximately 12 per cent of
GDP. Road and maritime transport developed because of the requirements of transit
trade and re-export to Nigeria. However, the expansion of port infrastructure in
Lagos and restrictive measures adopted by the Nigerian Government have considerably
curtailed sectoral growth. The Government of Benin has already concentrated its
efforts on the development of basic physical infrastructures that support productive
sectors and social services, among them transport and communications, ports and

airports, housing and environment, in order to open up provinces with solid agri
cultural potential, such as the southern Atacora, western Zou and the Mono.

E.

64.

£!J]?lic_administration

This sector also recorded unfavourable trends during 1981-1983, with an

annual average growth rate of 0.7 per cent, essentially because of falling excise
and customs receipts and the overall slow-down in economic activity.
VII.

OVERVIEW OF SNPA IMPLEMENTATION

65.
Benin has established a follow-up programme to the round table to work out
the specifics of pledges and expressions of interest made by partners in connection
with the country's pleas for its economic development. This programme includes
missions to partners and co-ordination meetings between funding sources for actual

financing of the projects. For that purpose Benin has set up a unit within the
Ministry of Planning equipped with adequate facilities and a spreadsheet enabling
it to plan missions and co-ordination sessions and to monitor accurately the
exact status of project commitments.
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66.

In May 1982 a special programme of economic assistance costing

SUS1149.3 million was drawn up under the auspices of the United Nations and thei

Government of Benin, pursuant to United Nations General Assembly resolution 36/208

«Lj ,T°^!r ^!81' tn/*sPonse to the appeal by the General Assembly, the inter

national community provided Benin with SUS 81.3 million in July 1982-, reWeLntinq
54 per. cent of the amount requested.

67.

""...-.

In January 1983 the Government of Benin, in co-operation with UNDP, organized

a round table of external devalopment aid. Out of a total of CFAF 600 billion in
investments subnitted to the conference to finance 1983-1987 development plan
projects* Benin obtained approximately CFAF 188 billion in pledges.
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30TSWA1W
I.

OVEF.ALL GROWTH PERFORMANCE

;

68.
After two successive years of negative growth caused by the severe
depression in the mining sector and bad weather conditions, notably the

drought, the economy of Botswana made a remarkable recovery in FY 1982/83

when real GDP growth increased by 13 per cent compared with declines of
4 per cent in FY 1980/84 and 1C per cent in FY.1981/82. .However, the absolute

value of-real GD? is still lower than the 1931 level. This performance is
attributed to positive developments in the mining sector whose contribution
to CDP rose by 71 per cent in real terms in FY 1982/83 with diamond output

■alone rising by 43 per cent to almost 11 million carats and accounting for
66 per cent of total export earnings in 1983. As a result, the balance of
payments is in surplus and foreign exchange reserves have picked up noticeablys
enough to cover over six months of imports (on a duty-inclusive basis).
In
contrast, real agricultural output fell by about 2 per cent in 1983 as a result
of substantial, shortfalls in crop production caused by the drought.
The effects
of the significant improvement:in the livestock subsector was reflected in
the real manufacturing value.added which increased by 15 per cent in FY 1932/83.
II.

MAJOR DEVELOPMENT PROBLEMS AND POLICIES

69. -The main pressing problems regarding the growth potential of the economy
of Botswana are the continued effects of drought- and the heavy dependence on
the mining sectorv especially diamond, which is extremely vulnerable to external
market conditions.
The drought brought about substantial reduction in crop
harvestj especially domestic production of food grains which fell far short
of national requirements ard in 1933, -i total jf 2£,9C0 tons of cereals was
imported to cover the resultant food deficit.

70.

To meet the ever-increasing shortfall

in annual food production, pro

jected to be around 52s000 tons of cereals in 19S4 (the country's food aid
requirements are estimated &t 43,000 tons of cereals),an estimated 16,000 tons
of cereals have been pledged by various donors.
Other known assistance
amounting to $4.1 million is to be extended for food distribution* crop
production (transport vehicles, seeds* water drilling equipment and storage

facilities.. etc.)»

The Government itself has stepped up its drought relief

programme to cater particularly for the nutritionally vulnerable groups

(i.e.3 pre-school infants, expectant mothers, the handicapped and the destitute,

etc.).
The prolonged drought had seriously disrupted the arable land development
programme (ALDE?) and5 as an incentive to farmers to boost agricultural output,

the Government had devised new financing arrangements from a eorabinetion of
loans and subsidies to a system of down-payments and grantsThe Government
will now pay 85 per cent of the cost of any MDEP package and small farmers
will.finance the remaining 15 per cent.
For the long terms a national food

strategy is been Initiated in the Sixth National Development Plan (NDP-VI)
which will provide a framework for.stimulating crop production^ consumer goods
in order to facilitate food processing;

reduction of malnutrition;, increased
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access to food supplies and the preparation of contingency plans to combat
the effects of the drought. As an added incentive to boost food and cash
crop production, the Government has announced high increases in producer
prices for the 1984/85 growing season,

71.
To reduce the country's dependence on the mining sector9 the Government
is intensively pursuing the promotion of internally located industrial
development programmes particularly of small- and medium-scale enterprises
which are predominantly concentrated in the rural areas, A programme has
been launched to provide investment seed money to entrepreneurs and govern

ment's local procurement projects are now, to a large extent, tied to domestic

manufacturers and large enterprises are encouraged to obtain their intermediate
inputs and other requirements from small local manufacturers, whenever possible.
Ill,

DOMESTIC EXPENDITURE

.72.
In FY 1980/819 the structure of domestic expenditure on GDP indicates
that Government final consumption expenditure accounted for around 20 per *■.. .

cent of GDP at current prices increasing slightly in FY 1981/82 due to high

central government expenditures. The share of private consumption in GDP was
less than 50 per cent in FY 1980/81 but increased in FY 1981/82 implying a
decline in the savings rate. However, between FY 1982/83 and FY 1933/84,
investment and savings rates have increased substantially enabling the Govern

ment to finance most of its development programmes from domestic resources,
thereby moving towards achieving one of the fundamental requirements of the
SNPA with respect to effective mobilization and efficient utilization of^
domestic resources for development. A moderate decline of 0.8 per cent in
Gross Fixed Capital Formation was recorded in FY 1981/82 as compared to

FY 1980/81 when an increase of around 23 per ctnt over F7 1979/80 was attained.
IV,

PUBLIC FINANCE

73-.
The actual out-turn of total revenue in FY 1982/83 including grants and
development receipts amounted to P 394 million while total recurrent develop

ment expenditures, including ret lending to parastatals of P 414 million,

resulting in a budget deficit of P 20.million. Overall government revenues,

including 5rants of P 36 million forecast for FY 1983/84, amount to P 517 million as
against total expenditure of P 520 million on recurrent and development;

budget, resulting in a year-end deficit of P 3 million. The 1984/85 revenue
forecast including grants is. expected to reach P 649 Million while aggregate

recurrent and development expenditure including net lending to parastatals
is estimated at P 604 million resulting in a budget surplus of P 45 million.
V,

EXTERNAL TRADE, BALANCE OF PAYMENTS AND EXTERNAL DEBT

74.
The external sector performance which was dominated by the mining sector
in 1983 was quite satisfactory as diamond exports Increased by more than
P 200 million over the 1982 earnings as a result of increased output anda

3=5 per cent increase in prices.

Beef exports, which amounted to ? 94 million
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in 1982, rose fur the?:: ' j V 93 mi] lion in 1933 while copper-nickel matte

and other export items showed a slight increase in export receipts.

On the

contrary, although imports increased by 9 per cent to £ 650 million in 1983,

yet taking into account an inflation rate of 11 per cent, this represented a

decline in real terns,

the growth of demand for imports was restrained by the

depressive effects of the drought on construction activity and on ryral incomes
as well as moderate, growth 'in savings of the formal sector. As a result of
these trerds, a substantial merchandise trade surplus was generated in 1983
amounting to P'57 million and consequently the deficit; on the current account

in 1982 was wiped out and a modest surplus of P 9 million was recbrded in 1983.

Also, there was a surplus on the capital account of P 114 million compared with
P 93 million surplus in 1982.

75.

In the light of the above developments, the overall balance of payments

sniwed a remarkable improvement in 1933, achieving a record external surplus

of P 133 million as compared yith a small surplus of P 57 million in 198? and
a deficit of P 61 million in 1981. This was reflected in an improved foreign
exchange reserves which increased by a record P 139 million to P 450 million
in 1983.

VI *

REVIEW OF SECTORAL PERFORMANCE

^•

'*-cc" "n^ ;f-%'^.culture

76. The downward trend in real agricultural output which began in mid-1970s,
continued in 1983 when real output fell by 2 per cent, although in nominal
terms ttiis represented a raod^st: growth of_ 9 per cent. The main cause of the
decline is,the adverse effects of two consecutive years of drought which
inflicted serious damages to ci'o'p production. Total outsat of food production
dropped from 17,200 tons in 19Q2 to 14,425 Cons in 1983 which was only 10 per
cent of nation*! iooA roqy.i-rensents. Recent information on the 1984 rains
indicate that ^-'ue drought is raore severs than in previous years and consequently

production of cereals Is estimated, at only e,G05'tons as against a normal yearly

output of 60,000 tc;ns.

Total output of cash crops also declined in 1983 as the

crop area harvested represented only 2V> per cent of total planted area.

77. In contrast to arable agriculture, the livestock subsector performed well
in"1983 despite the adverse ezfacts of the drought which led to an increase in .
livestock natality from 15.2. per cent in 1982 to 16.3 per cent in 1983 and
consequently the cattle herd population decreased from 2,979,000 to 2,818,000.
Good climatic conditions prevailing, the 1984 forecast of throughput will
increase by 240,000. head of cattle.
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B.

78.

Manufacturing

The manufacturing sector has continued to grow rapidly and in 1982/83

real value added increased by 15 per cent partly as a result of improvement

-:■")

in the throughput of meat sales which dominate the sector. Since 1979/80,
total manufacturing GDP has more than doubled in real terms. Government '

efforts to enhance overall manufacturing output involve financial arid
technical assistance to small- and medium-scale enterprises which are located

mainly in rural areas and the promotion of inter-industrial and inter-sectoral
linkages, particularly through the procurement projects of both the Government

and large enterprises.

C.

79.

■■•

Mining

After two successive years of mixed performance, the mining sector dominated

the economic scene

during 1982/83 when the sector's contribution to GDP rose

by aver71 per cent in real terms.

Diamond output alone increased by 43 per cent

to altaost 11 toiirion carats with an estimated value of P 538 million. Production
of high-grade nickel-copper matte in 1983 was the highest ever, reaching about

48,000 tons compared with 45,000 tons in 1982.

In spite of the depressed world

market for metals, the Government continues to promote exploration and exploita

tion of the country's mineral resources.

A coal export project is expected to

be implemented in the late 1980s and early 1990s.
VII.

OVERVIEW OF THE IMPLEMENTATION OF THE SNPA

80. Botswana's fifth National Development Plan (NDP-V) FY1979/80-FY1984/C5 was
drawn up prior to the adoption of the SNPA but its central focus on employment

creationand rural development is at the core of the programme, particularly
with regard to the transformation of rural life, where over 70 per cent of the
population live, in its economic, social, cultural, institutional and human
aspects.

A substantial increase in public investment outlay in the directly

productive sectors, especially mining, is expected to yield high returns which

will then be utilized to create the requisite economic and social infrastructure
supportive of the anticipated level.of macro-economic and sectoral growth
targets in the NDP-VI FY1985/86-FY1989/90.

81. The Government's focal point for the monitoring and follow-up of the SNPA
is the Ministry of Finance and Development Planning and a Roundtable mechanism.,
with the assistance of UNDP, is to be established. As of now, no final decision '
has been reached on the convening of a Roundtable Conference with donors. However.,
in support of the country's development efforts, Botswana had received a total
net official development assistance (ODA) from DAC countries, multilateral
agencies and OPEC at around $103.6 million in 1980, $96.9 million in 1981 and
$101.5 million in 1982.
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Vlli

PROSPECTS

82.
The growth potential of the Botswana economy in FY1984/85 will be greatly
hindered by the drought as recently updated FAO information on reduced rain
fall in the country is expected.to be felt in crop.production,

estimated at

only 8,005 tons as against a normal annual output,of &09000 tons.
However,
is expected that the sluggish growth in the agricultural sector will be

it

mitigated by improvements in the mining sector provided world market demand
and prices for the country's major mineralss particularly .diamond* are favour
able.
Nonethelessj, current forecasts anticipate real GDP growth to be somewhat
improved,in 1985.
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BURKINA FftSO

I.

S3

OVERALL GROWTH PERFORMANCE

The gross domestic product (GDP) increased steadily by a value of 14

cent- a year on average between 1975 and 1982.

However, there was a net drt

ratxon throughout the period in real terms because of higher annual ^flaS

1 f "" ^ ***' ^ *""**
" byy " per «nt betw en 1975 a^d
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f ?■
PSr T* *" the followin<? Period and 1.5 per cent in 1978-^79

?jl° deOl"?e again by 2-X Per cent *«i»g 1979-1980. This GDP trend in real

terms does not appear to have been reversed after 1930, when the agricultural sector

was affected by extremely adverse weather conditions resulting in drastic decide

(both t^
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II.

MAJOR DEVELOPMENT PROBLEMS AI>7D POLICIES
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37.

In land-locked Burkina Faso the effects o£ international inflation are all

the more drastic in terms of transport charges with insurance and freight, costs

draining off about 86 per cent of the country's export earnings.
Consequently>
the country has the highest inflation rate in West Africa:
27 per cent in 1977
and 46.3 per cent in 1978
But after 1980 when the government adopted a policy
to curtain public spending and promote farm production while ensuring remunera- "
tive prices for producers, prices declined by 7.4 per cent in 1931 and 11.4 per
cent in 1932 to outperform the other countries in the region.

88.
The current military government has resolved upon an austerity policy to
deal with a cumulative deficit of nearly CFAF 3.5 billion in 1982.
Reorganization
of public finance is one of the goalsof the Intermediate Plan (1984-1935)
announced by the Government.

89.
Rapid growth of the £rade deficit has reached a disturbing level.
In con
trast to other countries'/this widening gap does not stem solely frcm a change
in trade structure:
for 15 years exports have.consisted almost entirely of farm
and livestock products.
However, the supply of these items was severely affected
by the 1975-1982 drought.

■ -"

90.

■

■'

III.

GDP EXPENDITURE

.

The structure of domestic demand remained unchanged during

1981-1982.

Overall, consumption continued to account for more than 100 per cent of GDP:

106.6 per cent in 19Q1 and 108.5 per cent in 1982!
Nevertheless, over-all con
sumption in 1933 rose 4.1 per cent over the previous year, signifying--a rWgative
internal savings rate.
The share of' gross fixed capital formation in-GDP
declined from 12.5 per cent in 1981 to 10.8 in 1982, registering growth of 10*2
per cent in the latter year.
The deficit, about 19.3 per cent of GDP, was covered
by external aid.

■■■■"■

.

IV.

PUBLIC FINANCE AND MONEY SUPPLY

91.
Budget receipts rose 21.3 per cent in 19S1 but only 9.1 per cent in 1982,
for an amount of CFAF 53.2 billion, while total outlays climbed 20 per cent in
1981 and 18.9 per cent in 1982, for an amount of 56.7 billion.
Accordingly,
despite a surplus of CFAF 489,8 million in 1980 and 1.1 billion in 1981, the
balance for 1982 was -3.5 billion current CFA francs.
. .-...- ■ ;p

92.

Although current spending followed nearly the same upward trend as recurrent

revenue in 1980-1982, certain influences served to,.restrict the economy in general
andjthe sound operation of administrative services in particular. .In some cases

it was impossible to renew equipment, much less ensure new investments, for key

farm services because of tlie overriding need to cover wages and current expenses.
The capital budget itself fell from CFAF 7.4 million in 1981 to 4.7 million in 1982
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93.

The budget austerity in. effect since 1960, supplemented by French government

grants, made it possible to overcome a marginal financial position.

The 1980-

1981 budget surplus provided the Treasury with significant liquidity and conse-'"
quently a comfortable position vis-a-vis the Central Bank, backed by the resources
of the autonomous public enterprises (particularly the stabilization fund for

farm commodity prices); the

State transformed a bank debt of. CFAF 1.6. billion ~

in 1981 into a credit of 7.1 billion in 1983, while external assets rose from
CFAF 4.8 billion in 1981 to 14.3 billion in X983, an average of 72.3 per cent a
year.

94.

The money.supply (money plus near-money) climbed from CFAF 48.8 billion in

1981 to 60.3 billion in 1983, an annual average of 11.2 per cent.

for this monetary expansion were borrowings and external assets.

The main factors

State credit de

clined from CFAF 1.6 billion in 1981 to -7.1 billion in 1983, whereas credits to
the private sector expanded by 9.2 per cent a year during 1981-1983.
V.

95.

EXTERNAL TRADE,.BALANCE OF PAYMENTS AND EXTERNAL DEBT

Imports plus exports accounted for 54.5 per cent of the GDP in 1979. Although

national official statistics on external trade are not available after 1980, ECA
estimates show that exports, consisting Thinly of animal and vegetable products
(66 per cent) and textiles, edged up only 1 per cent a year between 1981 and 1982,
while imports declined by about 3.3 per cent over the same period. This boosted
the trade deficit from CFAF 247.7 million in 1980 to 276.2 million in 1982.

96.
Deficits on the goods and Services account were offset by private and public
transfers front abroad. Part of these receipts consisted of earnings by national'
workers living, abroad (the Ivory Coast) and pensions paid by France, while part

were foreign aid extender as part of assistan-e to the country's economic develop
ment. Although less sizeable than transfers, capital flows were significant in
recent years in relation to industrial projects under way. As a result, the over
all balance of payments, posting a negative figure of $US6.6 million in 1980 and
2.7 million in 1981, showed,a surplus in 1983 with a large reserve of foreign

exchange amounting to $9.1 million.

97.
Public debt amounted to CFAF 4.96 billion in 1982 or nearly 8.7 per cent of
State spending. Aggregate external aid to maintain investments under the third
Five-year Plan (1977-1981) came.to CFAF 131.3 billion, compared to the 223.5 "

billion initially projected under the plan, an execution rate of 79.5 per cent.
Investments constituted 60 per cent of such external support, which also took the
form;.pf technical assistance. Bilateral aid was the major source. France made
the largest contribution of any donor country, totalling over 50 per cent of the

aid disbursed.during the period-.

However, outstanding external public indebtedness

remained fairly low, totaling CFAF 5 billion at the end of 1980. The debt service
ratio attained a relatively low figure, about 10 per cent, because of significant
rescheduling of loans and their conversion to grants.
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VI.

SECTORAL PERFORMANCE

A.

Food and agriculture

98.
Burkina ^aso's economy is essentially rural, since nonurban population
accounts for 95 per cent of the total.
That sector also averages 80 per cent of

national value added and supplies 85 per cent of the country's food supplies and
95 per cent of its export earnings.

99.
Official statistics indicate that the agricultural sector contracted by
1.2 per cent in 1982 in real terras.
Food crop production, consisting of basic
cereals (millet, sorghum, maize), rice, bulrush millet and market-garden and
fruit crops, dropped by 2.4 per cent in real terms in 1982.
The drought and the
desertification process triggered this downward trend, with scant volume and poor

distribution of rainfall throughout the country.

The 1981/1982 , and 1982/1983 crop

years, while also affected by rainfall fluctuation, were somewhat more satisfactory.
The 1983/1984 season was an exception, with rainfall exceeding the 1982/1983 level.
Food crops totaled 1,304,251 tons during 1981/1982, with legumes and starches ag
gregating 127,064 tons.
Industrial export crops, primarily shelled ground-nuts,
kari'te,"sesame seeds, cotton-seeds, tobacco and sugar cane, totaled 211,242 tons:
100.
Government policy consisted of research on self-sufficiency in foodstuffs,
with particular attention to food production and water problems.
This sector
absorbed about 40 per cent of all funds assigned to the basic programme.
The pro

gramme includes a series of sectoral projects initiated at the province level to
be carried out by the rural population itself in order to meet their basic needs
through community work or human investment.
Financing is provided by provincial
budgets while national .and external loans play only a very minor role (0.185 per
cent of the financial package).
B.

Manufacturing

101.
The obstacles to industrial development in Burkina Faso are a narrow market,
lack of raw materials and of inexpensive energy resources, high cost of transport
and poor savings capacity.
Manufacturing output has expanded significantly in'
recent years, by a nominal 20 per cent in 1981 and 10 per cent in 1982.
This .
sector covers only 1.6 per cent of the financial package for the basic programme
as a whole, since the sector' is financed solely by provincial sources.
C.

Energy

102.
Production and sales of electricity have risen steadily, reaching 107.4
million kw/h and 103.7 million kw/h in 1981 and 1982 respectively.
This compares
unfavourably to per-capita consumption in other developing countries
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103.
The subsector of transport and co?nmunications accounts for a sizeable share
of activities in the modern sector.
Its development is closely tied to trade
position oh the one hand and to the status of railway, road and airport infras
tructure^ on the other. Its'added value rose by 3.8 per cent in 1932 as compared
to 3.3 per cent in 1981. The largest transport system is the railway, the Regie
Abidjm/Kiger (HAM) , with an aggregate turnover of more thai- CFAF 3 billion. For
a number of years it has handled 70-80 per cent of imports and exports, with a
traffic volume of 400,000 to 500,000 tons a year.

104.. The road transport network includes nearly 11,150 km of roads.. Major
problems in this subsector are poor organization of transport at tha.national level,

.inefficient management of small transport.enterprises and the poor condition of the
network, vihich increases operating costs. '.I'

105. Telecommunications are expanding rapidly, spurred by growing/demand,
especially from administrative, industrial and commercial users.
Urgent problems "

haye: arisen with respect to investment renewal, system modernization, organization,

operation and monitoring.
The economic infrastructure sector comprises about 11
per ^qijt of total basic programme investment? 99,5 per cent of that will be financed

by national funds (1.1 per cent from the national and 23.5 per cent from the pro

vincial :budget;.,.' 40.4 per ..cent by human investment and 34.5 per cent from such other
national sources as assessments, donations, etc.).

106. Public administration plays an important role in Burkina Faso in as .much as
value added by that sector came to about 12.5 per cent of the GDP in 1982 and is
still rising.
.:>,.,

.

.

,

VII.

IMPLEMENTATION OF THE SNPA

107. The country's review meeting v;ith donors scheduled for October 1984 was
postponed because the organizing agency (UMDP). was unable to arrange for prepa

,

ration of\the documents, required for the meeting.: Nevertheless, a number pf . '
sectoral meetings have been h^ld with donors .interested in financing certain
specific projects of national interest.
VIII.

108.

MEDIUM-TERW PROSPECTS

As in all other LDCs, Burkina Faso, .recorded a decline in economic activities

during'igsi-iSB^ for the reasons outlined above,., particularly the international
economic crisis and drought conditions.

revenues as a result,

This decline led to a net drop in State: "

the total State budget deficit climbed from CPAF 3.5 billion

in 1962 to 10-15 billion in 1984.
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109.
Consequently, the Government has recently set up a short-term national
programme designed to lay the economic and social groundwork required for pre
paration of the 1986-1990 Five-year Plan.
For this purpose, the Government has
requested a loan of about CFAF 3,5 billion from the IMF and another of around
5 billion from the French Government for short-term adjustment of the national

economy.
It has also requested rescheduling of the external debt on favourable
conditions-from its Club of Paris creditors.
However, it is unlikely that all
programme financing, aggregating CFAF 160 billion, or $US 333 million, can be
procured in the near future,

since external financing accounts for 81 per cent

of that total.

110.
During the 1970s, external aid financed a very large share of investments
in the.several development plans;
During 1975-1979, external support accounted for
CFAF 90-billion (80 per cent) out of an aggregate investment of approximately 112
billion.
This situation would probably.have continuedfor the duration Of the
following plan

(1981-1985),

itself to be abondoned.

if a change in political regime had not caused the plan

Three different types of problems have arisen in Burkina

Fa so with regard to external aid:

co-ordination of such.aid;

control of external

financing flows and limited absorption of the credits requested, currently averaging
and financing of local recurrent cost.

40 to 50 per cent a year,
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BURUNDI
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I.

OVERALL GROm'H PERFORMANCE

*\

"

:

111.
During the period of the Third<Five-Year Plan■ ^i978*V9i$2, the economy- of
Burundi registered an annual, growth rate of -S.7 per cent of real G0P at market '
prices* With a population growth rate of around 2.7 per cent, per capita income
only.rose marginally from BuF 22,591 at the outset of the plan to BuF 23,723 by

the end xr£' 1982* Indicators for 193 3 showed a relatively good year especially :
for coffee production. Thus between 1982 and 1983 total GDP at factor cost is' —
estimated to have grown by about 6 per cent/ However, the good performance of r

1983 was followed by a downturn in 1984 mainly as a result of the failure of theT

rains,

Sectoral ^performance durin#-the peribtM978-1983 showed a poor performance^
for the primaryusector which is' estimated t& HaW recorded an annual increase
of less than 1 ;per cent during the'period. l %e; Industry sectdr,' Including
;
'
mining and; energy* showed healthy^ grbwth at an-"average annual ratte of over 9 per cent

although this rate was stiirbeloi^ the tarfeet rate" of 13.2 per cent envisaged in

the Third Five-Year Plan. The tertiary" sector covering both public stM private
services: gre»; by about ■$- per c'fefit as compared to a target; rate of 5;9 per cent;
II.

MAJOR DEVELOPMENT PROBLEMS AND POLICIES

113. At the outset of the Fourth Five-Year Development Plan (1983-1987) Burundi
identified a number of specific constraints to the country's development. These
can be broadly grouped into (a) population pressure and its effects on rural
underdevelopment; (b) enclavement; (c) small domestic market; and (d) a relatively
narrow resource base.
Given the small size of the country, the population of
around 4.2 million implies a density of 154 inhabitants per km2. This problem,
aggravated by the increasing pressure of livestock on the land, has resulted in

the weakening of the rural sector and the disintegration of farm holdings through
extensive atomization of family holdings.
In addition, the growth and structure
of population has resulted in a high demand for employment far beyond the capacity

of the economy to create jobs,

114. The enclavement constraint in Burundi manifests itself with two dimensions.
Firstly, the country is very far from the ocean as its nearest port is about
1,400 km away. This has led to very high transportation costs for imports and
exports.
Indeed, coupled with the uncertainties of its transit routes, the
economy incurs tremendous net losses.

Secondly, Burundi suffers from an

"internal enclavement" due to its mountainous landscape. As a result, there are
many isolated macroregions resulting in a hampered movement of goods and people
and high investment costs for the needed transport infrastructure.
115.

The low level of development and the preponderance of a poor rural non~

monetary sector constitute a serious bottleneck of a very narrow domestic

market. Consequently, many investment activities have to be undertaken with
reference to external markets. With respect to resource constraints, Burundi
is greatly affected firstly by its energy dependency on imported oil and
hydroelectric power. The main energy resource of firewood is also being
exhausted. Secondly, the country's internal financing capacity is very limited.
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116. The broad approaches adopted in the Fourth Five-Year pev^ippment Plan to
overcome some of these basic structural constraints include tjiefollowing:
.
(ai

the creation of rural regional development societies as., an, ^strument^.

(b).

The elabpration of a population policy including lines p£vaction such

for execution and management of integrated rural1; development programmes*
'';

as^better population ^stributioh;

'

t

"\'';

;".*"! ,v _

'

(c) iV ^Lier^clavement policy aiming at, inter alia, t^fce
of meafis: Pfiatccess to the sea;

bt L-v.O'-r:"^'^

"■■''"'

■

■' ■ '
■■■.-.■■■■■
■■
_ ^^*
of the marjcet through subregional integration

uicgent1 completion of
wider \ise!ip£ peat, .

■!-.>■

:

the s^rudt^re of ctpmestic expenditure in Burundi in

encip(ufagihg.

The ^sfiare of private consumption

tpjhave depiine^ during: the period of. tlie Third Ij!

86.7 f^cent*ii*i97# to 79^9 per ceftt:rin ,1^82 and furt^fr in 1©83 tp

per ceni^vf Gp^rftment . cpnsumptibh increased only moderately froiji 1^6 >tP ar]p|ind''
11 per tent in 1983i' These trends', whichlimply a steady increase itt-the —.-...^

r .

rate, enabled a favourable increase in gross capital formation which has att&jtneil'' '

a share;(pjf ^ver^^p^* cent,' Similarly exports as a perceh'tiage of GDP^-incfeased , ,

tb 11^ %$$yfis$.tjg$, 1$S2 while;'rthe* share of imptirts declined, albeit. sli|frjtl^, from
15.7 to? l4>Si;'jp€»r cent of

118.

The stirjucturerif"investmentsuhdertakeh during the third P^rt Pfefip^sSpwsj'^

a heavy itutiajypni^^ipis^^iv6 am* physical infrastructure. Spciai ^ftii1 ^ :
administfative infrastructure accounted for 23.6 p'er: cent of tpt^l investments
,

while TOzdBl l&nd^iT^^ftAnfTa.stxuctuTes accounted for J.5,4 per cen;t.

IV.
119.

PUBLIC FINANCE

"

!r u A

■

r

? ,.

Jc

jrrendsrin:;;pub.lic finances Since 1980 have shown a budget deficit in'spite..

of thfe i>kalthy ^en^jpf-a relatively slow grpwth in government recurrent ^ ',',* '[_]''^"j
e3opieJ^tig^,.i_f:The rtiainr reasons for this feature in public r'inancinjf/in Burundi
,n'r
incLud^.tJie.AE^^aordinary Investment Budget (£IH) established in 3t?77- at
.! BuP 3 blifii3rion/*and the slow growth in governiifent re.venues. The r^esd\irces; envisaged
fpr the EIB (including surplus from the Ordinary Budget) stagnated Wh^le^utlays . ''
increased significantly at an average annual rate of over 18.7 per cent.1 This

necessitated the financing of an increasing number of progranimes tinder the € IB
from the banking system.

120. The revenue performance of the budget was relatively moderate. Tptal
revenue rese from BuF^ 9.5 billion in 1979 to 11.8 billion in 1982 and'then

declined to 11,6 in 1983 implying an overall average1 annual growth rate'of only

5.1 per cent betweeri 1970 and 1983,

'The perfoifmaii&e' of the vafipus components
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of budget revenue has been erratic. Customs duties, which constituted more than
70 per cent of total revenues in 1979, have declined between 1979 and 1983 to
reach less than 40 per cent *-rConversely, total direct taxes have increased
steadily. Administrative revenues have, on the other hand, grown very slowly
at a rate of only 4.5 per cent between 1978 and 1982.

121.

In 1984, the Ordinary Budget was fixed at a revenue of BuF 15,2 billion and

expenditure of 17.4 billion implying a deficit of 2.2 billion. This budget,
whi,clv represented a- 6.4 per cent increase on the 1983 actual budget> took into
account a 43 per cent currency devaluation. It was also hoped that the restoration

of export permits on coffee could be able to increase the revenue performance bv
about BuF 2 billion.
V.

EXTERNAL TRADE, BALANCE OF PAYMENTS AND EXTERNAL DEBT

122. Trends in Burundi's external trade have shown a persistent trade deficit
since the coffee boom period of 1977. The trade deficit almost doubled from
BuF 4.7 billion in 1978 to 13.2 billion in 1984. With the good coffee harvest in

19S3 and an appreciable decline in the import bill, the trade gap is estimated to

haye improved slightly with a decline to BuF 10.9-billion. However, the performance
in, 1984 would seem to indicate that the 1983 trend was not maintained* Given the
poor climatic conditions in the latter part of 1984, which even necessitated food
imports, it is Ukely that the trend in the trade deficit worsened in spite of
the good performance of coffee exports in the first quarter of 1984.
123* The main component of Burundi's total exports is coffee which has accounted
for an average of.88 per cent of all exports earnings. However, the significant
fluctuations in both world coffee prices and Burundifs coffee output have
contributed to the instability of the value of exports over the period since 1978.
Efforts to rectify this trend ;through; export diversification have met with, only
limited success as the total value of the other exports like tea, cottfcn and

hides and skins has tended to decline.

124.

Imports have grown faster than exports since 1978.

Indeed, between 1978

and 1982 the value of imports is estimated to have doubled. It must however be
emphasized that the structure of imports has improved mainly as a result of the
success of th# Third Five-Year Plan policies to reduce imports of consumer goods.
Thus, by 1982, imports, of consumption goods represented only 37.1 per cent of
total imports.as compared to a share of 47.2 per cent in 1978.

Actually'the

relatively high expansion in the value of imports is attributed mainl^to the

marked increase in the.oil bill which roughly quintupled from BuF 600 million in

4978 to 2.7 billion in 1982.

.-;■

125. In line with the persistent large trade deficit, the balance-of^payments;
position of Burundi has been in deficit for a long time* The pressure brought
about by this imbalance is reflected in the measures that Burundi had to take in
1982 to improve the situation. During the 1980s, reserves £ell from BuF 5.4 billion

to only 2.4 billion by *he end of 1982.

The deterioration in the reserve pdsition

continued through 1983 such that by end of November 1983, the country's tdtal '

reserves stood at their lowest in two years at only $US22,0 million.
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VI.

REVIEW OF SECTORAL PERFORMANCE

A,

126.

31

The primary sector

Agriculture is the most important sector in Burundi in terms of gross

domestic output,

employment and export earnings.

Subsistence food production,

which accounts for over 75 per cent of the total output of the primary sector
(agriculture, livestock, fishing and forestry), is by far the most important and
accounts for over 90 per cent of the land area under cultivation.
The next most
important.agricultural subsector is livestock which accounts for nearly 10 per cent
of all output of the primary sector.

127. During the period 1978-1982, the agricultural sector as a whole grew at a
very sluggish rate of only 0.7 per cent.
This was mainly as a result of the very
poor performance of the food subsector which recorded a decline of about 0.9
per cent yearly.
Fishing also declined at an average annual rate of 3.4 per cent.
The export crops sector consisting of small farms for coffee, cotton and tea as
well as livestock increased significantly at an average annual rate of 8.9 and
10,7 per cent respectively.

128. The slow growth in agriculture as a whole has implied that there has been
a significant decline in agricultural per capita output since 1978.
More

distrubing has been the declining trend in food production which has necessitated
the resort to food imports to fill the widening food gap.
•

B.

The secondary sector

129. The secondary sector which in Burundi is taken to include industries, mining,
energy and construction recorded a very healthy performance in the period of the
Third Development Plan, 1978-1982.
The sector as a whole had an average annual
rate of growth of 9.2 per cent.
The sector that recorded the highest growth in
the economy as a whole during the Plan period was that of textiles and leather
at 17.5 per cent followed by woodworks, chemicals and construction materials at
16,0 per cent yearly.
Construction recorded agrowth of 8.3 per cent annually

while agricultural processing industries, in line with the poor performance of
the agricultural sector, registered a growth of only 5.0 per cent.

The manufact

uring sector proper (covering coffee and cotton processing, a brewery, a
sawmill, leather and metal goods and chemical products) is still very small at
only 9 per cent of GDP.
Mining is also a small sector.
However, there is a
nickel deposit which is understood*to be the third largest in the world and its
exploitation has the potential to transform the Burundi economy.
C,

The tertiary sector

130. The services sector, comprising transport and communications, commerce,
administration and other services, grew by 6.9 per cent between 1978 and 1982.
Transport and communications recorded the fastest growth of 16.4 per cent as a
result of the orientation of the Third Plan tp establish the necessary
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physical infrastructure.
This has included construction of a two-way national
highway in addition to over 3,700 miles of road in the- country.
131.

Ccmmerce has grown steadily in Furundi and in 1932 accounted for over

8 per cent of GDP at factor cost. However, the smallness of the domestic market,
the predominance of a poor rural sector and the enclavement of the country are
likely to contain the sector's crrewth as indeed, they have for the other
services like finance.
Administration has in general grown slowly having
registered a growth of only 4.4 per cent yearly during the Plan period of 1978-

1983.

This trend continued in 1983 when a salary freeze for workers was

announced as part of the,austerity measures adopted by the Government.
VII.

132.

OVERVIEW OF THE ARRANGEMENTS FOR THE IMPLEMENTATION
OF THE SUBSTANTIAL NEW PROGRAMME OF ACTION (SNPA)

Under the focal point in the Ministry of the'President's Office for

Planning, Burundi organized its second Roundtable of External Assistance from
8 to 11 February 1984 under the general theme of Integrated and Harmonious
Development with National Efforts and International Solidarity.
The Roundtable
was organized in the framework of the SNPA with the assistance of UNDP as lead

agency together with the World Sank and the European" Economic Community.

The

meeting was intended to form a basis for an open and frank dialogue, between the
country and its development partners on the main problems, strategies and
projects that had been formulated in the Fourth Five-Year Development Plan,
1983-1987.

The overall assistance submitted.to the Roundtable totalled BuF 140.1
billion equivalent to $US1,556 million at current prices. The aid requested

included .$1,2.42 million of project programmes and $314 million for balance-of-

payments support.

The total project resources requested did not, however,

include all projects programmed under the Fourth Plan as those amounted to

$2.29 billipn. In terms of the assistance spread over the period covered by
the Plan,, the Government of Burundi envisaged a slow but steady growth in

assistance between 1983 and 1987. Total assistance in 1983 and 1984 was envi
saged at BuF 26,2 billion and 26.1 billion respectively. The amount would rise
slightly to BuF 28.5 Mllion in both-1985 and 19S6 and then to BuF 30,8 billion
in 1987,

Relative to the aid flows between 1978 and 1982, the requested assistance
represented a significant jump.
In the course of the Third Five-Year Plan period,

aid flows to Burundi amounted to only BuF 48.3 billion.

However, it should be

stressed that the assistance had grown relatively fast from only BuF 6,4 billion

in 1978 to 12.0 billion in 1982.

per cent of Burundi's total GDP.

Indeed, by 1982, external aid represented 11
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VIII.

MEDIUM-TERM PROSPECTS

135. In launching the Development Plan the Government of Burundi adopted a
modest annual rate of growth of 3.7 per cent. However, it must be emphasized
that the realization of this target will greatly depend on the full implementation
of certain basjc. programmes elaborated in the Plan. These include, in particular,
the strengthening of the rural sector, correct allocation of factors of

production and the realization of the financial and human resources necessary to
implement the various projects. Overall it would seem that Burundi can achieve
its medium-term objectives especially if it maintains and consolidates its

policies of proper economic management.
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CAPE VERDE
I.

OVERALL GROWTH PERFORMANCE.

.

136. In'spite of its United natural resource'ss high population density and- ■
subdivision of national territory, the Republic of Cape Verde is one of the
African least advanced countries having the best record in economic growth.
:
Economic management in Cape Verde consists of reconciling the internal imbalances
generated by a high deficit in resources varying between-80 and 108 per cent of
GDP and a low level of dependence on external resources wh^cfc minimizes, the
vulnerability of the national economy to unfavourable external shocks such as
higher interest rates, deterioration of the terms of trade and higher prices
for petroleum products.

137. Quantitatively, observed economic performance during 1981-1984 points to an
annual average GDP growth of approximately 4,5 per cent in real terms.
This rate
under-went erratic fluctuations during the period although it remained clearly
above the average of LDCs taken as a whole: from 8.4 in 1981 it fell to 5.2 in
1982 and in 1983 to 3.6.
Estimates from available information for the first

nine months of 1984 indicate a growth of approximately 4.9 per cent for that
year.

In constant 1980 United States dollars9 GDP grew from $67.8 million in

1981 to $74 in 1983 and is expected to reach $77.5 million in 1984. This trend
is in line with a per capita income which increased from $US205 in 1981 to
$217 and $221 in 1983 and 1984 respectively. Growth then tapered off, falling
from 2.9 per cent between 1981 and 1983 to 1.8 per cent in 1984.
138. The continued positive rate of growth despite long spells of drought since
1968 are explained mainly by three fictors: (a) capacity for adjustment among
components of the primary sector (agriculture, Livestock and fisheries)}
(b) revitalization of the construction and public works sector; and (c) strong
support for the balance of payments, more precisely for import financing,
constituted by remittances from emigrant workers.
11=

MAJOR POLICIES DEVELOPMENT

139. The macro-economic approach in management is of particular importance in
Cape Verde for the following reasons:
(a) the pressure on available resources
and difficulties in mobilizing there; (b) the permanent quest for a certain
balance in the terms of trade through an appropriate exchange rate policy;

and (c) the definition of incentives to increased production. As mentioned
above, the country is faced with a chronic finance deficit as shown by a public
expenditure equaling GDP and a budget deficit amounting to more than 50 per cent
of GDP.

140. Budget policy aims at increasing public savings and adjusting the invest
ment rate to a level compatible with the country's absorption capacity.
Its
objective is first and foremost to reduce dependence on external sources and
to restore some internal macro-economic equilibriums.
Although the impact of
these policies on the private sector is limited, domestic savings were positive

in 1984 motivated primarily by the private sector.

This rate of domestic

E/ECA/CM,11/35
Page 35

savingss boosted by remittances from emigrant workers, made it possible to...

achieve a national financing capacity of around $tlS'21 million.

,,,-,;,.'

141. Monetary policy is centralized within the Baiik of Cape Verde^ which serves
simultaneously as central bank and as commercial and development tank. Xfc\"is
characterized by credit monitoring intended to check internal inflatibnarv'pressures

and to:rmaintain foreign

reserves sufficient to cover essential imports, "fne

exchange rate policy is dictated by the need to maintain a high real, and

stable parity rate in order to encourage a large flow of resource frgm abroad
and-tb discourage frequent recourse to imported consumer goods.
Tnejr^, is

■ also1a nefed to adjust interest charges since prevailing nominal rates date
ffom the independence period.
;

142. The fcurrettt high level of foreign indebtedness is linked to the present

developmentfapha£e in Cape Verde which assigns priority up to 1990 t;o Ti^d

vestiges of Tc61onalism,unifying the national territory by setting up
tion infrastructure and recovering patrimonial land.
Since these actions are

strongly capitalistic, they require a consolidationof capital formation'
through increased export capacity, adoption of an'investment code, creation of
a national entrepreneurial
capacity and reform of the fiscal system and

price policy.
III.

EXPENDITURE ON GDP '

143. As mentioned above, the Republic of Cape Verde suffers from a chronic
shortage of resources due to the High propensity to consume, which remained
steadily above 1 until 1984, and the hifen investment rate, since an avet^ge of
70.8 per cent of GBP goes to gross fixed capital formation.
Between 1980 and
1984, the1 d'eficit is reported to have reacned 81.7 per cent per year, orin.
annual- average of $US88.6 million in 1980. . Here again, tigh levels of ^cpn^

sumptlon and investment were maintained through a massive inflow of1 external
aid and the repatriation of a percentage of earnings by emigrant workers:
during the period under review.,

grants

to Cape Verde amounted to about 40 per

cent of GDP while remittances by workers abroad were equivalent to roughly
38 per cent of imports of goods and services.
The gross national product,

gained an annual average of about: 7.9 per cent in nominal terms, ftpm $U$il,8.2

millibn in 1981 to $US148.8 million in 1984. '

';'"

144. in view of this shortage of funds9 the government has embarked on a policy

of promoting internal financing capacity by lifflitinjg consumption outlays ^nd

reducing investment to a level compatible witti the country's absorption capacity

The first effects of this policywere f^lt as of 1982, with a reduction in

total final consumption of approximately 11 per cent, or a reduction in domestic
expenditure of around 62 per cent and a drop in investment from 82.4 per cent

of GDP in 1982 to 70.2 per cent in 1983.

These trends persisted in 1M4 when

positive domestic savings came to about $US1.7 million.
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IV,

PUBLIC FINANCE

145. Between 1980 and 1982 the regular budget produced a surplus.
Between 1981
and 1983 a high rate of external concessionary borrowing to finance airport
infrastructure and a shipyard was observed.
At the same time, the government
borrowed heavily from the Central Bank.
During the period under review* the
overall budget deficit grew by an annual average of 24.8 per cent or C.V.Esc.
3.4 billion.
This deficit was offset on average by grants accounting for
;6Q-,per cent.

146.. Information available on the budget position points to some shortcomings
and to the need for an accounting set-up capable of encompassing all trans^
actions in the public sector.
The stagnation of regular expenditure and of
salaries in particular is attributable to the disproportion between investment
volume and national capacity of absorption, as well as the diversion of some
funds to pay for luxury imports.
;
V.

EXTERNAL TRADE*BALANCE OF PAYMENTS A2$D. EXTERNAL DEBT ; :

'>,< ,-;

147. The trade balance is characterized by a steadily growing deficit and a
low coverage of imports by exports (around 8 per cent).
This trend is chiefly
linked to poor agricultural performances which resulted in a significant food
shortage estimated at around 90 per cent of requirements and offset by imports,
as well as heavy dependency on foreign energy.
In export trade, only fishing
has shown some dynamism, whereasrfood imports, grew by an annual average of
13 per cent.
Another characteristic was the large volume of capital goods
imports necessitated by some infrastructure projects.
14$. The current account balance remained in de£icit,;despite the strong support
provided by transferss mostly private, which covered an average 39.7 per cent

of the trade deficit.
Ret capital movements, which were moderate in 1979 and
1980» made it possible to offset much of the deficit in 1982 and 1984 and,even
to tegister an overall surplus balance amounting to CV.Esc 334 and 148,million
respectively.
v ■>,...■■•
;
149.

The external public debt in Cape Verde as of 31 December 198A amounted, to

$US119.5 million, of which 67.1 million had been disbursed.
This debt resulted
in service amounting to $US6 million, including 3.4 million in principal and
2.6 million in. interest.
Of? this external debt 61.8.per cent came from
bilateral sources.
It is estimated that external public debt represented 150
per cent of GDP and debt service accounted for 95 per cent of export earnings
in 1983. However this .type of debt is used at a rate of only 47 per cent of

borrowings against 70.7 per cent for debts incurred from multilateral sources.
JThe imbalance is a result of delays in lending mechanisms and the Government
of Cape Verde's preference for providing

funds for mature projects only.
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VI.

SECTORAL PERFORMANCE

A.

Food and Agriculture

;

■

150. Agriculture ha^ hardly irt^r.v-ed it iV..
It-is still characterized by
(a) a growing food deficit; (b) traditional modes of production; (c) continu
ing soil erosion, (d) extreme vulnerability to climatic vagaries, and
(e) a shortage of arable land.
This unfavourable situation reduced the GDP

contribution of agriculture from 18.1 per cent to 13.2 between 1979 and 1981.
The rate has since remained stable at around 12.6 per cent of GDP.
During
the period under review value added in agriculture has grown by an annual
average of 3.2 per. cent in real terms,
151.

.;

Production for rainfed cropss mostly, maize and beans, declined again

in 19.&3 after a drop in volume of approximately 59 per cent in 1981 and a
doubling of production in 1982. Total output in 1983 was only 4,900 tons
against 7:360 tons in 1982.
potatoes performed
a standstill.

The third most important food crop, sweet

similarly,, while the main export

crop^ bananas has

come to

Production of sugar cane has remained stable at around 9s000

tons per year.
The devastation caused by the 1934 cyclone does not augur
well for agricultures maisie production is estimated at d, per: cent of total

requirements and beans at 31 per cent,

■ ■

.

..'

'

!

152. It is not easy to assess the performance of agriculture since 1981 as
compared to the objectives of the Substantial New Programme of Action (SNPA)
which aims at eaching or even exceeding 4 per cent of annual growth.
Agri
cultural production fluctuated very sharply around the average observed during1
the periods
In addition to the reasons mentioned above there was a drop of yields
linked to (a.), irregular anc unequal -distribution or rainfall.0 and (b) inadequate
agricultural inputs such as seeds, pesticides and fertilizers.
These factors
seem to have had a greater impact, than the shortage of arable land.

On the

wholes it appears that the attainment,of -■the agricultural production targets
fixed by the SNPA is still a long way off.

153. As mentioned aboves. the primary sector is characterized by adjustments
among its different components which make it possible to offset much of the
poor performance by some sub-sectors and to reduce its.effects on overall

economic growth.

Thus, although the fisheries sub-sector represents only

about 4 per cent of GDP.

it has displayed remarkable dynamism due

promising fishing potentials

to a very

large continental shelf and strengthening of

shipping capacity.
The multiplier effect of this sub-sector has made it
possible to stabilize the GDP share of the primary sector.
The few remaining
problems in the fishing industry relate to (a) the definition of an adequate

pricing policy for producers within SCAPAS the body in charge of promoting
traditional fishings and (b) the inadequacy of some port infrastructures

particularly at MINDELO.

'■
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154. The livestock sub-sector has been expanding steadily, by 8«4S 18.9 and
20.5 per cent in 1982, 1983 and 1934 respectively, after a drop of IS pal cent

in 1981,

However there was a reduction in per capita quantity of meat available:

from 5.8 kg in 1931 to 4.2 in 1984.

155. Given the present contexts the Cape Verde economy cannot be said to have
met the objective of food salf~sufficiency mentioned in the SNPA because of

.'.,'

the poor performance of the rural sector, which provides almost all basic food
stuffs.

The sector was

*bl*

to cover only about 20.8 per cent of requirements.

During the period under review, food production decreased by approximately
29.3 per- cent per year. The food situation has remained precarious because
imports cduld not make up the deficit/ On the contrary, food supplied by

external sources remained stable at 70s000 tons per year, representing 80 per

cent of needs.

Despite efforts made in rural developments food self-sufficiency

is difficult io prioritize in the economic policy of Cape Verde, on either the

short or medium terra. This isibecause of the weakness of the agricultural base,
the inadequacy of infrastrucural protection against natural disaster and the

unpredictable nature of those calamities/
3.'

:

Mining and manufacturing

'

' :

156, The Mining industry in Cape Verde consists basically of salt extractir.u

and soraa quarrying.
3 per cent,

The very modest GDP share of this sector does not exceed

157- The manufacturing sector is limited by the lack of fossil energy and mineral
resources by the weak agricultural
base and by inadequate. Institutional

capabilities fcr the preparation, implementation and evaluation of industrial

projects, in particular *.Vr- relating to uraall-scale industry aria handicrafts. '

The only unit genuinely oriented towards export is the CABKAVE shipyard, while
a few plants manufacture construction and]conviction materials for the local
market. Hanuracturlng industries contribute an average of 4 per cent to GDP,
with avi'annual average growth of 3 per cent in nominal terms or -8.1 per cent in.
l

158, Thi^'trend in the manufacturing sector is still very far.frosa the annual

growth target of at least 9 per cent set by the SNPA.

Other causes of poor

sectoral performance aie marketing problems, the shortage of industrial credit

and the absence of an investment code.
C

'

Energy

159. Cape Verde depends entirely on imported oil products to meet the
needs of" the various sectors of the economy: in addition, 40 per cent
hold requirements are covered by such imports and 60 per cent b> fuel
Two main problems arise, in this respect, (a) electrical energy losses

energy of house
wood.
due to
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the obsolescent distribution network, and (b) acute desertification resulting
from over-exploitation of vegetation and spreading soil erosion.
Consequently
government has launched a rehabilitation campaign for energy output facilities
and a national reforestation campaign.
D.

Construction and public works

160. During the period under study, the construction and public works sector
grew an annual average of 23.3 per cent in real terms-

from 21 per cent in 19S1 to 35.2 in 19G4.

Its share of GDP rose
Remittances by emigrant Cape Verde

workers financed around 39.7 per cent of the trade deficits providing suppdrt
for the imports required by several sectors of the economy such as construction
and public works.

E.

161.

Transport and communications

The transport and communications sector derives its importance from the

insular and fragmented nature, of Cape Verde's national territory.

The sector

recorded an annual average growth of 24.1 per cent in nominal terras betweeti

1981 and 1984.
The country is almost **ho1.?y dependent on roaritiroe--transport
for goods and services.
Other means of transport, such as air routess are
limited by the cost of the infrastructure required.
Special attention has

been paid to this sector in defining the country's economic policy both in
efforts

to open up the country

internally and externally and in developing

tourism potential.
F.

Social

sector

162. The social sector is still handicapped by inadequate sanitary, school and
hospital infrastructure as well as the dispersion of the population over a

handful of islandss which creates natural development poles in the cities at
the expense of the rural population.
Health indicatorsP although modest exceed
the observed average in West Africa, with a life expectancy at birth of
approximately 59 years in 1983 and an infant mortality rate that had declined
from 12S per thousand in 1977 to 30 per thousand in 1983The main, obstacle
to better sanitary conditions is still access to drinking water and to physical
sanitary infrastructures

limited to 8 per cent of

the urban and 6 per cent of

the rural population.
163b

The enrolment rate at primary school level is 80 per cent of school-age
children.
However overcrowding of the school systems coupled with the shortage

of teachers, results in a sizeable drop-out rate.
very high, at 70 per cent of the population.

The illiteracy rate remains
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VII.

OVERVIEW OF IMPLEMENTATION OF THE SNPA

mii In June 1982 the RePubUc of CaV- Varde, -under the co-chairmanship of

UNDP9 organized a round table with donor countries aimed at mobilizing additional
financing for projects of the 1982-19S5 Development Plan. The"general organiza
tion was entrusted to a national committee which was to supervise internal
organization and logistics, to estimate commitments after the round table and
to pursue contacts with donor' countries and organizations. In addition to the

plenary session bilateral consultations were organized with development partners

oa the basis-of documentation prepared at the national level and including
achievements and prospects for cooperation. More specifically, an indicative

cooperation programme was drawn up for each participating organization and

165. The projects submitted to the round table lacked the coherence of a formal
plan but most were incorporated in the First National Development Plan. The
follow-up machinery consists in (a) evaluating performance by the annual invest

ment plans « support of the National Plan, and (b) maintaining regular exacts

until l^r116" and h°ldinS a mid'C°UrSe ^^tibn session (not scheduled
°V?oo!|a?iS °f available estiaates, the rate'of implementation of the

and 1983 investment plans was over 65 per cent. Eighty per cent of the
funds were secured through external sources.. A slowdown in the rate of
implementation in 1983 and 1984, as compared to 1982 was observed in rural ""
development and in transport and communications. This was due to difficulties
in mobilizing internal and external resources. The global evaluation of SNPA
implementation is under way; results will be available soon and in any case

before the overall mid-course regional techn'c-l -valuation
VIII / MEDIUM TERM PROSPECTS

167. Cape Verde is halfway through the first phase of its development effort

as described above.

Up to ,1990 there should be no problem involving con

centration of debts. Prospects for 1985 point to rural growth of it A per cent
subject to an improvement in weather conditions, stagnation of the construction

and public works sector due to a curtailment of imported capital goods, itself
caused by a shortage of foreign reserves, and a more dynamic services sector.

These internal factors, helped along by a flow of grants amounting to

C.V.lsc 3.6 billion, 7.6 billion in concessionary loans and private transfers

amounting to 2 9 billion should all result in 4.7 per cent real economic
growth. The debt service is expected to parallel the 1984 level.

'

E/ECA/CM.11/35
Page 41

CENTRAL AFRICAN REPUBLIC
I,

OVERALL GROWTH PERFORMANCE

168. Economic conditions in the Central African Republic deteriorated steadily
at the beginning of the 1980s. Domestic output, based mainly on primary sector
activities and rainings dropped consistently from 1980 to 1982 by an average of
2.5 per cent a year as a result of curtailed production in those two areas.
Economic recovery began in 1983 with a real GDP increase of 0.8 per cent,

followed in 1984 by more vigorous real growth of 6 per cent. At current prices
the GDP amounted to CFAF274.3 billion in 1984, compared to 235.3 billion in

,1983.
Yet the economic and financial imbalances recorded by the country at the
beginning of the decade persist: food shortages, budget deficits and balance-

of-payments shortfalls; investment growth based on the economic upturn is the
result of substantial foreign aid support provided to the country by its major
creditors following their June 1981 meeting in Paris.
In 1983 the investment
rate reached 13.2 per cent again'st only 9 per cent in 1981 and 8 per cent in
1982.

Most of the 1983 investment flow was channelled,to infrastructure.

II.

HAJOR ^EVSLbFMENT.PROBLEMS AHD POLICIES' (

169. in 1982, the Central African Republic, with an area of 622,984 km2, had
a population of nearly,2,455,000, 40 per cent of whom lived in cities.
This
landlocked country is 1,800 km from the nearest sea port.
It must contend
with the entire range of problems typical of most of ,the least developed
countriesiuncontrolled rural exodus* high illiteracy rate3 young population
and life expectancy at birth of riot more than 40'yea£sP.'
170. The economic and financial policy goals set by the country for 1982-1985
include a balanced and self-sustained development through re-establishment
of balance-of'-payments and public finance equilibrium; greater harmony between
development of the city and countryside through specific actions to develop
rural areasj higher living standards and improved living conditions, especially
for the rural population.
III.

171.

PUBLIC FINANCE

The country does not have a substantial investment budget.

Furthermore,

it is dependent upon participation by the banking system and external aid to
balance its operating budget, which maintains a chronic deficit of CFAF3.1 billion
in 19S4 and 7 billion in 1983. Despite an increase of almost 6 per cent in
1984 current receipts, the reduction of over 40 per cent in the budget deficit
was possible only be'cause of a parallel reduction of 4.5 per cent in current

expenditure.

Inflation,, which had reached 14 per cent in 1982, was cut back to

10 per cent in 1933 and 1984.
by higher food-costs. ■'

The sharp increase in prices was fueled mainly
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IV.

EXTERNAL TRADE, BALANCE OF PAYMENTS AND EXTERNAL DEBT

172. From 1980 to 1933S lumber, coffee, diamonds and cotton comprised nearly
83 per cent of the country's total exports. In 1983, those four commodities

recorded a total value of CFAF36.7 billion or more than 84 per cent of export
earnings.
Coffee; and diamonds, registering CFAF12.5 and 10.5 billion

respectively, headed the list, followed by timber at 8.4 billion and cotton at
5f6 billion* During 1980-1983, exports were adversely affected by the drop
in world prices for coffee and diamonds, sharp fluctuations in cotton and
coffee production because of weather conditions and transport difficulties
involved in shipping timber through the port of Douala in Cameroon.

,173. The value of total imports was estimated at CFAF52.1 billion in 1983 and

55.5 billion in 1984.

beyond 1982.

No statistics on import composition are available

Statistics do indicate however that 58,300 tons of liquid fuel

were imported in 1983 compared to 57,200 tons in 1982 and 5B500 tons of cereals
in 1983 against 10,900 tons in 1982.
.".■■/

174. The Central African Republic balance of payments maintains a persistent
deficit and net outflow of foreign exchange on account of services rendered,
most of which is covered by unrequited transfers and short-term capital
flows. A slight improvement in the trade balance was recorded in 1983 and
1§S4, with deficits of CFAF8.5 and 7 billion respectively, compared to 12.5

billion in 1982. There was virtually no change in the services deficit in
1983 and 1984, while the deficit on current account remained high. In 1984

the latter accounted for 13.1 per cent of the GDP. compared: to 16. per cent in

1983. . The overall balance-of-payaents deficit, estimated at CFAF3 billion
in 1984 and 3.4 billion in. 1983, was significantly smaller than in 1982,

when it came to 10.7 billion.
175.

Overall external indebtedness rose from CFAF92.6 billion in 1983 to

about 100 "billion in 1934, with debt service around 8.65 billion during the
same year or almost 13 per cent pf total export earnings.

In June 1981 the

major creditors of the Central African Republic - France, the Federal
Republic of Germany, the United States and Switzerland - had agreed to

reschedule the country's debt over a period of nine years, including a grace

period of four years.

Under these conditions the national economy was able

to begin its recovery in 1983.
V.

SECTORAL PERFORMANCE
A.

Primary sector

176. In 1983 the agriculture, forestry, hunting and fishery sector was very
severely affected by drought. The contribution by that sector, amounting to
35.6 per cent of GDP in 1982S declined by 6 per cent in 1983. The volume of
cereal production dipped by nearly 4.5 per cent, from 342,200 tons in 1982
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to 326,700 tons in 19839 whereas coffee, the crop most seriously affected,
8s700 tons in 1933 as compared to 17,100
tons in 1982.
Cotton, which benefited from strong recovery measures in
terms of both investment (implementation af comprehensive development

plummeted by more than 50 per cent:

projects in the cotton-growing' regions) and producer prices for a gain of
16.6 per cent over 19S29 showed a solid improvement in 1984 (33,400 tons)

and 1983 (28,500 tons) as compared to 1982 (17,30.0, tons).

Timber output

was affected not only by the 1985 drought but.also by relatively low, world

prices and transport problens,
In 1983s
timberwere significantly curtailed.

B»

production and exportation of rough

Manufacturing

177. The manufacturing share of the GDP remained stable over the period
.,
(about 7 per cent) despite a nominal annual growth of nearly 18 per cent.
Principal manufactures - beer, carbonated and non-carbonated beverages,
cigarettes, footwear, bicycles and motorcycles - tended downward in 1983
because of frequent electricity cut-offs and transportation problems.
Some
textile and agroindustrial projects were initiated in 1983.
Outstanding among
this group were the Bossongo oil palm plantation programme to plant 1,500
hectares of oil palms over and above the 1,000 already established and the
Ouaka sugar project, which is expected to produce 6,142 tons in the take-off
years.

C.

Mining

178. Diamond production, the most important sector, declined steadily by an
average of 4.4 per cent a year, from 339,000 carats in 1980 to 295,300 in 1983.

This was the result of smuggling opeiations which the authorities have been

unable to control despite intensive eiiforts.
Gold production climbed sharply,
by 25.8 kg in 1982 and 133.6 kg in 1983, although this is still a relatively
depressed level.
The GDP share of the mining sector came to CFAF13.1 billion
in 1980 and 13.6 billion in 1984.
D.

Energy

179. Electricity output in 1983 ehowed a real decline of 2 per cent from the
1982 level. 69 million kwh as compared to 70.5 million in the latter year.
Hydroelectric energy output has been insufficient because of the severe
drought, while problems entailed in the supply of petroleum products have
caused serious production problems for thermal facilities.
E•

Transport and gomniunications

180. The GDP share of transport and telecommunications came to CFAF6.8 billion

(3.6 per cent) in 1981 and 12.5 billion ('+.5 per cent) in 1984.

Implementation

of the programme for rehabilitation and development of the road network is
under way. Modernization of Bangui t-I'Poko Airport was completed in 1983,
while work on river infrastructure has begun with outfitting of the port of
Bangui and the Kolongo shipyard.
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VI.

MEDIUM-TERM PSOSPECTS

181, To attain its growth goals, the Central African Government is making
special efforts to increase investment to 15 per cent of GDP beginning in

1985 as against 13.2 per cent at the end of 1983.
This effort is aimed
primarily at setting forth a coherent policy for promoting private investments
by establishing or strengthening of such finance institutions as development
and commercial banks and the promotion of small and medium scale enterprises
through suitable price and tax policies. The 1986-1990 Five-year Plan will .
be based on decentralization of Government action with reference to farm
policy.
Emphasis will be placed on the need for additional processing of
forestry resources prior to exportation in order to satisfy the domestic

market more fully.

The Government also plans to implement a "master recovery

plan" for the energy sector with a view to improving the distribution and
production volume of.electric power by building hydroelectric dams, and
;
micro-power stations.
.
,
,
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CHAD

I.

182t

OVERALL GROWTH PERFORMANCE

in terras of nominal value, the gross domestic product increased on a yearly

average of 5 per cent from 1980 to 1984.

But in real terms there has been no

economic growth whatsoever over the past few years.
including stock-raising and fishery,

,In.1980 the Agricultural Sector,

contributed nearly 57 per cent to GDP,

to 16.3 per cent for industry and 26.2 per cent for the tertiary sector.

compared

This

structure remained unchanged in 1983, with the respective share of the three sectors
at 56.8, 16.3 and 26.* per cent.
The lack of reliable information on GDP expenditure
makes it impossible to ascertain demand behaviour over the period.
II.

MAJOR DEVELOPMENT PROBLEMS AND POLICIES

1S3.
Events of the past few years have weakened and profoundly disorganised Chad.
The fighting, looting and subsequent lack of security have caused conditions to
deteriorate in almost every area.
The main consequences have, been:
(i)
largescale migration to the provinces and to neighbouring countries: by the beginning
of 1982 the Office of the High Commissioner for Refugees had become responsible
for nearly 400,000 refugees;
(ii) the disruption of farming and stock-raising
production and disorganization of the trade and transport system; and
(iiij
worsening of the food shortage, especially in the northern and central parts of the
country.
Chad is facing serious economic and financial imbalance and is able to
survive only with the help of the international community.
III.

184,

PUBLIC FINANCE

In recent years there has been little or no central administrative control

over public finance.
In 1981 the Government approved a semi-annual budget that
has been only partly carried out; no budget at all was officially approved in
1982.
The budget approved for 1983 has been executed.
Since October 1982
employees have been paid on s regular basis although they receive only half of
their salary.
Even before the 1979 fighting began, the budget deficit amounted

to:

CFAF 4.7 billion in 1976, and CFAF 3.32 billion in 1977.

essentially by external aid and the accumulation of arrears b\
caused many public enterprises to become insolvent.

185.

It was covered

the State, which

Following the civil war the deficit climbed even higher, representing in

only the second quarter of 1981 CFAF 9.96 billion, which was covered by external
aid. Provisional 1983 and 1984 deficits amounted respectively to CFAF 28.42
and 5.621 billion.
During these two years the French Government supplied Chad
with total nonreimbursable budget assistance amount to CFAF 7.22 billion. At
present,national reconstruction is paralyzed by a shortage of public revenue:
administrative procurements are at a standstill because of the lack of an
investment budget.
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IV.

186.

EXTERNAL TRADE,

BALANCE

OF PAYMENTS AND EXTERNAL DEBT

Chad's external sector is heavily dependent on cotton production and

international prices for that commodity,
exports.

and to a lesser extent,

on livestock

The high transport costs necessitated by the country's geographic

position directly affect the price of imports.

Production of cotton, accounting

for two thirds of export earnings, was curtailed by scant rainfall in 1981, which
set back plantation
result,

schedules and retarded the growth of young plants.

total cultivated area has been reduced with 1981-1932

earlier levels.

As a

output falling below

The 1982/1983 harvest was more abundant, mainly because of an

increase in total cultivated area, higher yields and abundant and timely rainfall.
The improved cotton harvest in 1983/1984

187.

The basic components of 1983

petroleum products

imports were foodstuffs

(about 35 per cent)

largely from Nigeria

<55 per cent),

led to higher export earnings.

and manufactures

France

(24 per cent)

(about 44 per cent),

(3 per cent).
and Cameroon

They came
(8 per cent).

The increase in export earnings deriving from reduction of imports produced a net
decrease in the 1984 trade deficit.
188.

The overall balance-of-payments surplus,

1981,

dropped sharply in 1982 to 1.506 Mllion.

4.608 billion.

estimated at CFAF 6.279 billion in
The 1983 deficit came to

Estimates for 1984 show a marginal

surplus of CFAF 50 million.

From 1982 to 1984 the trade balance consistently recorded deficit,
barely broken even in 1981.
of GDP,

In any case the deficit,

lias been underwritten by public transfers,

nearly 16 per cent over the period.
reached in 1933.
surplus:

Consequently,

CFAF 11.825 billion in

A maximum figure of 38.659 billion was

the balance on

CFAF 6.459 billion in 1981,

which rose by an annual rate of

The value of transfers,

1981, climbed to 21.500 billion in 1984.

after having

averaging nearly 10 per cent

current account lias shown consistent

9.370 billion in 3,983 and 2.250 billion in

1984.

189.
The external public debt and the external debt guaranteed by the State
(investment funds) came to CFAF 55.5 billion at the end of 1982.
The guaranteed
external debt amounted to CFAF 28.123 billion.
totaled CFAF 2.6946 billion.

Debt

service, primarily on arrears,

It accounted for 7.25 per cent of 1984 export earnings,

The major creditors are France, 7.4369 billion; the IBRD (IDA), 4.5954 billion;
the GFR, 904.8 million; and Italy, 1.1492 billion.
Arears owed to those sources
totaled CFAF 550,2 million for Italy, 389 million for the GRF and 1.7754 billion
to other creditors.
V.

190.

SECTORAL PERFORMANCE

Cereal output amounted to 690,000 tons prior to the 1972-1974 drought.

1980-1981, again because of drought and because of disorganization,
about 521,000 tons.

There has been no improvement since that time:

In

it reached
422,000 tons
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in 1981-1982,

432,000

tons in

1932-1983

and 442,OCQ tons in 1383-1984.

These poor

food yields can be largely traced to insufficient and irregular rainfall,

as well

as to the fact that local populations have fled the combat zones to seek refugee
in safer areas.

The total food

shortage has been estimated at 143,000 tons in

1932 and 137,000 tons in 1983.
5 par coii- a year between

The drop in cereal production came to nearly

I'i&Q ami

19C-4. . In contrast cotton output was outstanding,

with 102,000 tons in 1982/1983 and 158,500 tons in. 1983/1984.
production declined by 0.8^ p.r cent a year between

191.

1980 and

On the whole, farm

'.

1984.

Data on stock raising and animal production are very uncertain.

However> the

losses and productivity decline resulting from the drought and from war-related

relocation of herders and stock caused a 20 to, 30 per cent cut back in production

as compared to the 104,000-ton level predicted from trends observed in 1976.

Exports

of meat and offal are estimated at 35,000 tons in.1981 and 25,000 tons in 19821983 following a recovery of domestic consumption.

192.

.

.

Fishery production for the entire Logone-Chari basin came to 60,000 tons in

1981 and 80,000 tons in 1983.

The volume marketed.entirely through traditional

channels dried fish totaled about 30,000 tons in 1983.
B.

193.

Manufacturing

Pre-war industry in Chad consisted of 80 enterprises, of which 40 were

located in N'Djamena.

Of those 40,

ing at up to only 20 or

13 started up again in 1982 but.were function^

30 per cent of their normal production capacity.

contrast five companies located in the southern part of the country:
Societe Coton Tchad,

Societe nationale

and Manufacture de cigarette du Tchad,

sucriere du Tchad,

Societe textile du Tchad

were able to maintain a higher production

level despite their problems.

,
C.

194.

In

the-breweries,

Energv

.

Output of electricity, 14,128,000 kwh in 1982 and 16,327,000 kwh in 1983, is

provided by the Societe tchadienne d'energie electrique for the four major centres
of N'Djamena, Sarh, Moundou-an<iAbeche.
its recovery after the 1979 civil war was
made possible by a French grant.

The Societe tchadienne d'energie electrique

faces serious problems of funding and equipment ranewal requirements.
D.

Transport and coirjr.unications

;

195.
The road network measures a total of 7,016; km, of which only 300 km are*
paved,
it is in very bad.condition, with normal speed on .certain stretches'
during the dry season 2Q to 30 km/hr, .while other segments are virtually
'■'"'impassable during much of the year.
Only half of a fleet of heavy vehicles
estimated at about 400 trucks in 1978 are operable.
Out of 44 airports only
the one at N'Djamena is always in service since all of the runways are in poor

"
:

■'■■■'
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condition.
International connections are confined to two flights a week, while
domestic civil aviation, consists of a single aeroplane (DC3).
Ferry service on
the Chadi River, which links the country to Cameroon, has no regular schedule.
The first programme for reconstruction of postal service and telecommunications
has made it possible to start up the N'Djamena telephone center and to re
establish certain national linJiu.p as. well at. £ line to Paris.
i\ modest new
beginning was made in public works in 1984 throuoh projects for public building
reconstruction, rehabilitation, road upkeep and vater supply for N'Djamena and
secondary cities.

196.

The war paralysed all banking and commercial activities.

The situation

favoured the expansion of illegal trade with neighbouring countries and made it
virtually impossible to regulate exchange rates and price control.
Recovery of
this sector., initiated by local merchants encoured
by the Government, is
restricted by, lack of financial resources and by political conditions in the
country.

Reopening of the National Bank and government extension of credit

facilities for company re-equipment are designed to support such recovery.
■VI.

197.

OVERVIEW OF THE

IMPLEMENTATION OF THE SNPA

To deal with urgent national reconstruction needs and revitalize

activities

throughout the country, the Government of Chad has undertaken a priority programme
for 1983 and 19S4.
This would lay the basis for a medium-term economic and social
development plan to begin operation in 1985.
The priority programme was submitted'
to the international conference on assistance to Chad held in Geneva from 20 to 30
November 1982, pursuant to.-United Nations General Assembly resolution 36/210 of
17.December 1981.

198.

As of 30 June 1984, the status of those priority measures was as follows:

Out of 120 projects for « jost cf about $US341 million submitted to the Geneva

Conference, 51 have been financed in an amount of $119,209,000.

Fifty projects are

currently under negotiation or in discussion with the interested donors.
response has been received for 19 projects.

No

199.
of the .$119,209,000 secured, $5D,545,000 is earmarked- 6r agriculture,
$25,884,000 for transport and communications, $11,640,000 for health, $8,946,000
for public works and water distribution, $7,122,000 for education, training and
information, and $2,742,000 for industry, mines and energy.
Most of this financing
is being supplied by France and the United States bilaterally and by the EEC, UNDP,
ADB and IBRD multilaterally.

Most ADB and IBRD projects were brought to a stand

still by the war and are now being restarted.

In this connection,

certain

activities have already started un apain as ^ result ->f a erant fiivon by Frrnce
straight after the 1979 civil war. The Chadion electricity company is f.icinconsiderable problems .is to resources and plant renewal.

"

■>
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VII.

MEDIUM^TERM PROSPECTS

200,
Implementation of projects under the medium term socio-economic develop
ment programme is just beginning, and little has been achieved to da.fce.
Despite
all the efforts made, living and working conditions in the country ace still
unstable and unconducive to a normal recovery.
.
>-'1

201.
The Government is'determined to pursue its inititiatives and to implement"
the main recommendation of the Geneva Conference calling for a new Meeting of
donors and lenders- to examine and finance priority projects under a/general
development plan. T This roundtable on Chad development assistance;, is scheduled
for October 1985.

''. 3.

-■>
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tht: ca/ows

-I.

Gross aoriestic-: product ' (GDP) rose fron CPTcF .29.1 billion in 1981 to
36.8 billion in 19G3 at current market prices. In constant 1970 orices GDP
rose ky 6.3 per cent hetween 1981 are* 1982, and growth then fell to 3 per cent
1^,1^83. Average C3^-.fproytth over the period v*as 4.7 per cent. Per capita out-

V£Mt,in consfesnt eaters'; :undert^*snt e..slight decline, from-$29-1 in 19B1 to $245
irv 1983, ovrina to'Ssom^tlon 'increase and depreciation of theCF^ franc in
relation to the rjJS -doila^, .Boonqmip. pro^'th. v/as^ generally slower in 19G1-19P3
than in 1978-1980; vtner\ GPP growth at "constant T^rices stood at !?.? t3gt cent.
II.

MAJOR TBVELOFMENT VWBiSm AND POLICIES

203. The Islamic Federal Rerublitf of the Conoror, situated in the Indian
Ocean, is an archipelago of four islands (Grruide Cctrore, 7jijouan, Mayotte and
^oh&la), with a total land ar^a of 2236 Jar.'2. In recent years the country has
faced a nunber of probler>s aggravated hy natural disasters such as drought and
cyclones which have severely affected the econcr^, and agriculture in particular
The principal features of the Corrorian economy, in fact, are the Dredorinpnoe
of the rural sector in GDP (anproxiin5.tely «36 per cent) and its vulnerability to
adverse tasather conc2itionE.

I0.4', ^teveloanent; of the archipelago is hindered by four principal constraints:

difficulties v.dth transnort and cotrunicationG due to the physical isolation
of the country; weakness of the farming sector; high rooilation growth
(ar^roxunately 3.5 rietyoent annually); ajx» pi dearth of dualified manpov«r.

205. 'The Ccroros in 1983 had approxii-ately -135,000 inhabitants, half of the*
concentrated on th| island df Grande Cohere; nonulation density vms high, at
192 inhabitants/Jcnr.

206.

The orice of mads sold in the Conoros includes high transport costs

vtfuch can amount to \xp to 30 per cent of the sale srice. This is due partly
to the cost of transport arrong the islands and partly to the demurrage chorees
borne by anporters. Since 1979 the-Cfamorian Central Bank has been conductinq a
imnthly survey of the.prices of 57 nrorhicts sold in ?toroni. Prices of basic"
necessities -are fixed and ivmLtored by the State in order to protect low-incone

farrolies.

It.ig-npfc-always easy, however, for the Ooropiinent" to monitor all

costs, especially those related to iirorts, or, hence, to keen a firm hand on
prices, if the prices of certain necessities are judged too high, the Govemrent
grants tax exerr*ions so that prices can be fixed at lower levels. Standardiza

tion of all prices on the basis of sumortinc docun-nts sufcnittect by iinporters
should fiake efficient rDrice rronitoring easier.

year 1979) had reached 133 by 1982.

The consuirer nrice index (base

in.

207. The share of final consur^tion (nublic and private) amounted to approxi
mately 90 oer cent of GDP during the nericd under review. Its increase was
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-slower than GDP and reached an average of 3 per cent per year. Private
consumption, mostly households, which accounts for approximately 75 per cent
of final.consuirption, rose by 3.3 per cent in 1982 and 3.2 per cent in 1983

After posting growth of 4.2 per cent in 1981, public consultation increased
.much nore slowly by 1.3 r^er cent in 1983. Public consumption includes purchases
of goo$s and services for the aclninistration Civil Service salaries.
208. Gross fixed capital formation {QCF) sircunted to CFKF 6.6 billion at
current prices or 22.6 per cent of GDP. in 1982 and 1983, the share of invest
ment in GDP reached 27.7 and 29,3 per cent respectively. At current prices,
GCF increased by 17.8 per cent in 1981 and 7.: per cent in 1983. ibis high
rate of growth can be attributed to uplic investment. Domestic savino remained

below the level needed to finance investr^ent.

JoCEfiF 3.4 billion (at constant 1979 prices).
borrowing and external assistance.
-

'

■' '■'

IV.

In 1982, domestic savings amounted
Investrent was financed tfcrouqh
.'.

PUBLIC FBmWCE

.

■

"

■?,

209. The budget of the Republic comprises the federal budget, the budgets
of the three Governors1 offices (on the different islands), the special
•I^easury accounts and ext±a-budgetary foreign assistance, i.e. grants, loans

and technical assistance. The bulk of inocte is derived from tax receipts.
w$uch depend heavily on foreign trade, ^roximtely 85 per cent of fiscal

revenue canes from custcfcB levies (duties and taxes on imports, export taxes

an? import deposits).
licenses.

The other indirect taxes are on business turn-over and

Direct taxes (income tex and contributions to pension funds) account

for no.mace than 7 to 10 per cent of total fiscal receipts.

.: .

210. Expenditure 13 classified into recurrent expenditure and investment
outlays. Recurrent expenditure covered by the budget includes wages and
salaries, which showed a 5 per cent increase between 1981 and 1982; expend
iture on goods and services, which declined in absolute terms bv 4 percent*
and transfers and subsidies. All ir all, recurrent expenditure" increased by
4 par cent xn 1982. In addition to the recurrent expenditure covered by tfce
tudget some expenditures are covered by outside sources: vages and salaries
for technical assistance staff and. transfejx to household. These reaistered
a 16 per cent increase in 1982.

211.

Investment outlays are almost entirely funded from abroad.

They relate

to development aid programmes financed, by the international ccrcrcunity and
ajwestrnent projects supported by State borrowing.

?hc aggregate budget of the

Comoros has been in deficit throughout the period, ana the deficit hrs been :

growing constantly, fron CFAF 8.7 billion in 1980 to 12.7 billion in 1982.

212. The Conoros are part of the franc zone and as such the Cororian (CPR)
frame is readily convertible into French francs, Tfte Central Pank of the
Coraoros, established in 1981, directs the 'iroietary policy of the country and
has the same prerogatives as # bank orisstie, The noney supply increased by
20 per cent between 19S1 and 1982. There ves"a" very rapid rise in the share

of

money (denvond deposits), indicating greater depositors confidence in

the banking system.

The countervailing components of the money supply
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underwent a change in composition. :-Tieraas up to 1901 credits to the economy
represented the highest share of total assets, net foreicn assets underwent a
significant increase in 1982, from CF^F 2.4 billion in 1981 to 4 billion

in 1982, an increase of 62.5 per cent. This growth of net external assets
is a result of a good export record rnd the mobilization of foreign capital.
The volume of credits to the economy has not changed much since 1980 decline*
from CF£F 3.7 billion in 1981 to 3.5 billion in 1982. Advances to the State
are relatively low and have no real intact on the volume of credits to the
economy.

,

V.

EOT3OTJ., TRADE, RALPHS OF PAYSOTTS PUD EXTEOTX DEEP

■

213. -Ehe balance of payments of the CcEGoros is characterized by a deficit
on both trade balance and current account and. by a surplus in capital account.

For many years, foreign trade has been irarked by a steadily increasing

deficit. Over the mriod under review, imports rose by an annual average
of 24 per cent, reaching CF£F 15.3 billion in 1983. Exports rose nore slowly,

by 16 per cent on average.

In 1983 exports edged up by no more than 1,7

per cent in constant 1970 francs.

214.

Exports are exclusively made up of agricultural products (vanilla,

cloves^ copra,- ylang-ylang). These coranodities alone account for 99 per cent
of all exports. Kxport earnings amounted to CFI.F 7.3 billion in 1982 and 7.9

billion in 1983. Vanilla, exports produced more than half that amount.
Expert volume varied from year to year defending on demand in the international
market? the figure T*as 258 tons in 1982 but only 25 tons in 19E0 when
world prices collapsed. The Comoros produce 90 per cent of total world
production of ylang-ylang essence; over the period under review, such
exports have remained relatively stable at an averags of 62 tons. Copra,
once a major export commodity, went into a steady decline over the years
and represents only 0.3 per cent of the value of exports.
215.

Imports are for the irost part foodstuffs and other current consumer

goods representing about half of total irnoorts.

The share of oil products has

increased over the neriod, from 8 per cent of all irmorts in 1980 to

17 per cent in 1982.

The bulk of the trade is carried out with France,

EEC countries, the United States and the oil-producing Fiddle Eastern

countries. The terns of trade deteriorated in 1981 and 19S2, reflecting
the decline in agricultural export prices and a hike in the price of
imported goods.

216. Net reserves increased, by over CETP 1 billion in 1981 and 1982.
Direct investment and long-ten^ capital flows nearly doubled, from CF£F

2.9 billion in 19C1 to 5.7 billion in 1982. this includes long-term loans
and suppliers1 credit, external financing for investment projects and
short-tsrm private credit. I-Ith rerrard to current transfers, public
:
transfers increased significantly, fron CET^P 3.6 billion in 1980 to

5.1 billion in 1982.

These transfers include budget subsidies,

assistance and goods as a set-off aaainst aid.

technical

-

E/ECA/CM.11.35
Page 53

217. The actual debt reached CFiYF 13,4 billion in 1981 and 19.1 billion in
1982, while total liabilities amounted to 43.8 billion in 1982. Fiost credit
was extended by international institutions or foreign governments on relatively

favourable terfns. Debt service,:is therefore rather low, aggregating
5*3 per cent of exports in 1981 and 1.7 per cent in 1982.
\U..
Aw

SB220PJO. PESRFOFI■JNCE

.

;.

Food and Agriculture

213. The rural sector with agriculture as its base, contributes irore than
40 per cent -to GDP formation md. provides a living for 80 per cent of the
population. The main food crops are coconuts, maize,, .bananas, cassava, rice
sweet .potatoes «nd vans. Rice oonsunption increased considerably during the
past years, and local production cannot keep up with darend. 'Ehis.has

resulted in rice imports aisounting to between 20,000 and. 25.000 tons per year.
Oha CoRorian Government has encouraged, cereal production,
maize in particular,

in those islands where crop prospects are good. Agricultural food production
represents about 46 per cent o'£"fetal output, ana export crops about
30 per cent. Since andcnendance, food crop proebction has increased at signi
ficant rates, v.dth the excention of rice, whose output is a mere 4,000, tons.
However, cash crops as a whole recorded negative gro^'fch v&ich can fcs attributed
to the slurp in world dsasnd and prices that discouraged production.
.-.■■
219.
The renaining branches of the rural sector are fisheries, forestry
■
and livestock. Fishing activities account for about 13 per cent of the rural
sector. Hhe fishing potential is very high, and greater emphasis should be
placed on its development. Traditional methods are still used for-fishing
but the resources estimated at 30,000 tons per year justify industrial
exploitation. Forest exploitation is relatively :br?nortant and accounts for

8 per cent of total activity

in the sector.

Livestock is still underdeveloped,

220.
The rural sector is faced with multiple difficulties and constraints?
drought affecting the Comoros periodically, cyclones that devastate agriculture,
the small

size of food crop areas under cultivation;

and the shortage of

skilled ruanpower for forestry, fishery and livestock activities.
are further aggravated by the lack of technical resources.
xi.

r-7anufacturinct

'These problems

.

-

221.
The inanufacturing industry in the Ccnorcs is very limited and accounts
far-only 5 dst cent of GDP6
It eploys a r^are 5 per cent of wage earners.

The backwardness of the industrial sector is due "to many ^reasons:

the.iimited

size of .the market, the sJiortage of skilled labour, the isolatior of the Comoros
and the lack of transport infrastructure for shipping production* In.an :
■effort to encourage investment, the Govermtent has drawn .up an investment
code that rakes provisions for fiscal incentives to investors- Industrial!
activity in ths Caroros is linked to processing escxjrt camedities (vanilla
preparation and distillation of ylang-ylarg) end is highly dependent on the
production of cash crops and on vorld-wide demand. Growth in the industry
sector was 6.6 nor osnt in 19D1 and C.9 ner cent in 1982 at constant 1979 prices,
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C,

Energy

222. .The electricity, gas and water sector contributed only 0.54 per cent to
GDP formation in 1981 and 1982.
The only energy produced in the Comoros to
date is electricity. This is provided by thermal nlants having an installed
capacity of 3,650 kw.
Production rose frcra 7,786 kwh in 1980 to 9,436 kwh
in 1982.
Consurnption has risen fairly rapidly in the pest years hut it should
be noted that only 25 per cent of the Camorian population has direct access
to electricity. The price of electric power has increased significantly,

in line with increases in the price of oil products.

223.
iinother source of energy used in the Comoros, is fuel wood.
Forests
are .often scan as a free ancl abundant reserve of fuel vrood and the popula
tion uses it carelessly, causing the deforestation of the archipelago. However,
the Comoros endowed with geotherrral, solar and wind potential which the Govern-

rosnt is endeavourina to develop.
E*

transport and communications

224.
Because of the insularity and the isolation of the Comoros and
inadequate means of ccmrunications with the outside or between, the islands,
development of transport is an indispensable prerequisite for development

of the archipelago. In 1982, the transport and comtunications sector represented
2.7 per cent of GDP. Its growth is not only slow but was even negative in

1982" conpared to 1981.

225.
The road network is made up of 448 kms of paved roads, mainly around
each island.
Foad construction slowed down markedly from 1980, owing mostly
to the high construction cost per km of paved road; in 1982 this amounted
to CFAF 100 million.
226.

Maritime transport is the privileged means of transport in Canoros

for conrunication with the outside and between the islands of the archipelago.

Foreign trade is carried almost exclusively by ship.
is clearly inadequate for handling heavy freighters.

fleet consists of only four vessels.

Hdwever port infrastructure
Furthermore the national

GaKorian ports are served and supplied

by heavy freighters frora the joint Ccrorcs-^adsgascarHR&wnon and ?5auritius
shipping company (CE'&GCaEM).
International traffic amounted to 80,000 tons
in 1981, with 95 per cent of this figure constituted by imports. Expansion
of such traffic was very significant, owing mostly to the growth of inports.

227. Air transport is underdeveloped. The Comoros are connected with the
outside world by lax France and Air Mauritius only twice a week, h national
air carrier, Tdr Ccrcores, serves the various islands of the archipelago.
Mr freight is lav (around 680 tons) as is international passenger traffic.
In contrast inter-island traffic has undergone rapid expansion;
15,700 passengers
in-1980 and 25,000 in 1982.
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VII.

OVEKVTE*7 OF Sl^;;

22 3.
Frori 2 to 4 July 1901, the Oamoros organized their first International
Solidarity Conference for DGvelopraent. The investment programme submitted
amounted to CFIF 129 billion, including ?A Jr.5J.lion still to be secured.
The ?ro9rc3iir« is based on tht following development strategy;
U) 'To
prccote the development of transport and oatminications infrastructure?
the
total nurber of infrastructure projects accounts for 37 ner cert of planned
investroant?
(ii)
To accelerate rural devslopfient and inprove agricultural
productivity?
this progrcnrs accounts for 17.5 of total investrr»£nt;
(iii)
To develop hunsn rosourcos through education and technical training?
15.0 per cent of total investaoit;
(iv) To develop the energy (geothermal,
solar and vdnd) and to improve living conditions and water distribution in
particular.
In general, the objectives of this progress ?re in line with
the requireitients of the country and the constraints on its development.

229.

The first conference of donor agencies for the Ccnioros made it possible

to secure financing, most of it-in the form of long-term loans at very
favourable interest rates. International cormunity aid focussed rostly on

priority projects and sectors.

The rain donors were the Jirab Gulf States

(Kuwait, hbu Dhabi, Saudi i\rabia), France, the United States and the EEC.
VIII.

MEDIUEMERM PROSPECTS

230.
It is rather difficult to rake economic forecasts in vic% of the many
uncertainties relating to the world situation ant! such climatic phenonsna as

drought and cyclones.' Inplanentation of the development programne submitted

by the Corx)ros to the round tsble of donor agencies should allow sustained
gra-Tth of the econor:y, providec thnt the international ccmnanity responds
positively to the request for financial and tecbnical assistance expressed by
the Coraoros.

231.

The GDP should increase steadily: end investment, should rise significantly,

especially during 1983-1989, the period covered by most deveiopmsnt projects.
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DJIBOUTI

OVERALL GROWTH PERFORMANCE

232. Since 1981, the rate or growth of Djibouti's gross domestic product (at

1978 marketvprices)^^^ declined, averaging 1,8 per cent during 1981-1983, in
contrast to over 3 per cent between 1978 and 1980,

Annual GDP growth has

tended downwards since 1981, from 2,9 per cent in 1981 (DF 46.966 billion)
to 1.6 per tent in 1982 (DF 47v726 billion) and 1 per emit in 1983 (DF 48.200
billion), At current prices^ however, GDP growth attaired a level of 11.4 per
cent in 1981 as compared to the marginal trends recorded in 1982 and 1983.
233. The loss of growth combinad with a high population growth rate (about 3
per cent a year) led co a reduction in per capita GDPS which amounted to the
equivalent of

$US48O in 1983.

234. The tertiary sector represents 75 per cent of GDP, while the primary and
secondary sectors account for not store than 20 per cent.

Activities in the

tertiary sector v?ere focused on transport anil tha shipment ot goods to
neighbouring countries; tl.e banking s^steia and the manageinent of a significant
pool of foreign liquid assets*

TIr

MAJOR IFTEI-OFMSHT ?£OFT.EMS r«£ POLICIES'

235, The Djiboutian economy is quite fragile and severely unbalanced.
The
economy is still heavily dependent on external financial and technical assistance,

which mahes the count j.*y £./:,;i:t-aiily.-.vainerable to ixtbrnal:3hpcks.
However, the
country does have certain characteristics which favours its development:
a
strategic geographical loc-i.^'-cnr significant geotheriral resource?; mining
resources, especially construction materials: and abundant fishery resources
along its coasts.
236. The decline of expenditure caused by a reduction in the number of
expatriates, curtailment of international goods traffic affecting port activities
and net decline in unrequited external transfers are tha rasjor factors responsible
for the decline in Djibouti's economic growth in recent years.
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Price policy involves different systems applicable to specific categories

of products.

The first system covers prices set by the State for most basic

commodities:

bread and most foodstuffs and paraffin.

Subsidies applicable

to this category ensure affordable Drices for low-income purchasers.

The

second system covers authorized-prices for which a 'cfeiling is set on profitmargins by the State.

Petroleum products are covered by a special system

of subsidy and equalization financed mostly by Saudi Arabia.

There are no

restrictions on the prices of other products, except for Pharmaceuticals.
Generally Speaking, public enterprises employ true prices to the public.
Prices are usually high because of heavy transport costs, significant marketing
margins and indirect taxes of about 20 per cent of prices.

Inflation averages

about 12.5 per cent.

238; Djibouti's financial institutions include the Treasury, eight registered

banks, One development fund and one Central Eank.

The Central Bank established

in 1977 is. no "longer operational. -It's major functions (issue of currency/
management''bf-public assets in foreign exchange) have beeti takeii over 'by- the
Treasury but- the Central Bank itself is scheduled to be reopened in 1985.
development fund, set up in 1932, began extending medium- and long-term
credits for development projects in 1933.

The

239. Djibouti's monetary policy is based on the Djibouti franc.pegged
to the US dollar at a fixed parity of DF 177,721 to the dollar since 1979
and freely covertible by residents and non-residents alike.
Free covertibility
also entails strict financial balance supported mainly by transfers from donors
countries and international agencies.
This pegging means that national currency
issues enjoy coverage in covertible foreign exchange that can be requested at

any time by any OF holders

Suc'a coverage ensures 100 per cent conversion of

paper money and coins.
For deposit accounts banks are free to choose the
applicable rate but usually tend to act very conservatively.
240. The money, supply increased quite rapidly up until 1982.

Fat example,

money supply (paper money, bank and treasury deposits)accounted in 1978 for '
DF 14.8 billion but rose to 21.2 billion in 1981 and 26.1 billion in 1983,
recording a growth rate of 23 per cent between the two years. There was a
considerable shrinkage of the money supply as of 1983 although bank credits
have continued to expand vigorously. An additional factor was a sharp
contraction of net external assets, from DF 25 billion in December 1981 to
15.7 billion at the end of April 1983. Of the latter amount, DF 6.8 billion
served to provide legal coverage for paper money and coins.
"Free" foreign

exchange reserves amounted to only DF 8.9 billion, or the equivalent of 2,5

months of imports.
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III.

GDP EXPENDITURE

241. Public consumption rose steadily in 1981 and 1982, registering increases
of 5.6 and 9.S per cent respectively at 1978 constant prices, for a total of
DF 18.2 billion.
Private consumptionJrose much more moderately in 1981 and
1982'by 2.6 and 4.4 per cent, respectively, at constant 1982 prices.
A
significant deficit of resources also persisted, largely covered by non
reimbursable coiitr ibut ions from abroad.
242.

There was a negative gross domestic savings over the period which went

from DF 1.7 billion in 1980 to 4.4 billion in 1982, offset by transfers that
ensured a positive national savings equal to DF 5.5 billion in 1981 and 850
million in 1982.
At the same time gross fixed capital formation with an average
annual growth of about 20 per cent accounted for around 19.5 per cent of the GDP,

financed basically by external receipts.

Public investment, with 90 per cent

of the total GFC, rose about 20 per cent a year while the rate for private |
investment was 13.5 >er cent.

IV.

'243.

PUBLIC FINANCE

The evolution of budget expenditure was characterized by rapid growth

in 1981 and 1982 for capital outlays which represented about 20 per cent of

tbtal spending In 1981, 1982 are! 1983, compared to 15 per cent in 1980.
absolute 'value such spending doubled from 1980 to 1981,

In

increasing from DF 2.2

billion'to 4.1 billion.
In 1982 and 1983, it amounted to B£ 5.5 billion,
stagnating thereafter as a result of budget restrictions
Operating expenses
rose less rapidly because of limited Government salary increases which resulted

in a decreasing share of outlays

(50 per cent in 1978S 45 per cent in 1982).
and hiring policies have
.
been closely monitored'.
Nevertheless personnel costs increased beginning in
1983.
The structure of spending was badly' skewed by the inclusion of armed
Government employees numbered about 6,300 in 1982,

forces spending within the budget in 1982.
Prior to that date the armed forces
budget had been autonomous and1 financed entirely by subsidies from France.

As of 1982 French'subsidies declined significantly, and tne remaining expen
ditures have since been charged to the Djiboutian budget.

The armed forces

budget had represented about DF 5 billion at the time when about half that
expense was underwritten by the Djiboutian budget; 2,5 billion or 3.96 per

cent of the GDP in 1982 at current market prices.
244,

Budget practice

requires that the state budget be balanced,

and any

deficit to be covered by an advance deduction from the reserve fund where
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cumulative surpluses are deposited.
Up to 1981, budget performance was satis- '
factory, with a yearly surplus which included a portion to be invested abroad,
that has enabled the country to obtain a fairly sizeable return on investment
due to high^interest.

<>':>.

245. Current State operations ran a deficit of about DF 750 million in 1982
and 1.8 billion in 1983, after having shown a surplus of 6.5 billion in 1981.
There are .several reasons for this deterioration.
First of all, there was a
rapid decline ;in foreign grants, from about DF 11 billion in 1981 to 5 billion in

1983 ytieiv the French subsidy for the Djibouti budget declined steadily. In
1983 the subsidy amounted to DF 1.5 billion, compared to 4.5 billion in 197$,

'"'*'

Furthermore, depreciation of the French franc against the US dollar, to which

the Djibouti francs pegged, accentuated the drop in French aid in real terms.

The current deficit can also be attributed to a stagnation of receipts, following
a decline; in, economic growth and rapid increase in outlays, as of 1982, when
expenditures for.the armed forces was included in the state budget.

246. To finance.the deficit the State turned to borrowing, which raise debt

service from 1,2 per, cent of fiscal revenue in 1981 to 2.7 per cent in 1^83.
Fiscal receipts accounted for about 70 per cent of budgiet revenue, indirect

taxes accounting for around 65 per cent of revenue; the taxes consisted mainly
of domestic taxes on consumption (DCT), for which fates were already quite

Direct taxes largely applicable to foreign residents (French military atid:
related personnel) and service do not depend on the Djiboutian economy.

V.

EXTERNAL TRADE, BALANCE OF'PAYMENTS AND EXTERNAL DEBT

247. In view of a weak productive sector, Djibouti imports almost all household

consumer products and capital goods, energy and construction materials.

Imports

of goods on a GIF basis, rose 7 per cent a year oh average between 1980 and
1982,,. reaching. DF 37.7 billion in 1981 and 41.3 billion in 1982. The composition

of imports by product category shows that foodstuffs, beverages and tobacco
represented about 44 per cent of the total, or DF 15 billion.

These were

followed by mechanical and electrical materials, construction materials, wood

an£ paper.

Petroleum products accounted for about DF 2.7 billion, the value

of such imports, doubling from 1979. to 1980.

■

r"'

248. Exports of goods, on f.o.b. basis, consisted in very large part of
re-exportation of merchandise crossing the territory of Djibouti. Exports of
domestic products were very limited and accounted for barely 1.3 per cent of
total exports composed mainly of livestock and hides and skins. There has been a
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sharp drop in export earnings since 1980, from DF 25.5 billion in 1980 to
21.5 billion in 1981 and 1982 (an annual average of 8.2 per cent). This loss
stemmed from depreciation of the French franc vis-a-vis the DF and the dollar
Actually, as purchases from non-territorial agencies increased in French
francs, their value in Djibouti francs declined. An expansion of imports,
together with a drop in exports, led to a growing trade deficit: DE -15 0

billion in 1981 and -21.7 billion in 1982.

"

.

249. The current balance showed a deficit of DF 4.7 billion in 1981 aitf 14.7

billion in 1082.

Difficulties in financing the deficit arose in 1982 when*

external contributions began to drop and heavy draw-downs of external reserves
occurred.

250. Djibouti?* external debt is relatively small. External receipts consist
mainly 6i grants, principally from France, which provides 60 per cent of
external aid, and from Saudi Arabia and the EEC. Total external indebetedness

at the end of 1982 was about DF 17.4 billion, cr 27.5 per cent of the GDP
at current 1982 prices. Of that amount, 7,1 b;llion was mobilized in 1982.
The major creditors are France, Kuwait and OPEC funds. Debt conditions are
somehow favourable with an average interest of 2,7 per cent, an average term

of 21 years, and a grace period of six years. Consequently, debt service is
low: about DF 530 million in 1981 and 1982. I> 1982, debt service was 2.4 ^

percent of total exports, or. 8.5 per cent of exports of local products..

Accordingly, Djibouti's creditworthiness is still significant.

VI.

A.

SECTORAL PERFORMANCE

Food and agriculture

■

],'"

s >

\

■ "■'

-

251. Agriculture, with about 5.5 per cent of the GDP and an average annual, -',growth of 10 per cent, is adversely affected by ver/ difficult weather conditions,
coupled with water shortages, limited arable land, a small number of farmers
and insufficient farm implements and other means of production. FAO has

estimated the area suitable for cultivation at 6,000 ha which is under irrigation*
but in 1982 only 200 ha were actually being cultivated. Stock raising is the
major activity in the Djiboutian economy. It is the major source of both export
earnings and income for about 100,000 individuals. Fishing has expanded tepidly
since independence,'especially traditional fishing, with a potential annual
..-,■-.
catch of approximately 4,000 tons.
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252. Following the independence of Djibouti and adoption of the SNPA, the
Government has taken steps to reduce the country's dependence on food imports.
Another priority has been the solving of its major problems, which are: . ; .

(i) scarcity df water; and (ii) insufficient capital formation in the rura.l

sector.

The measures adopted include:

(i) an inventory of water potential;

(ii) protection of vegetation cover; (iii) improved herd health; (iv) training

of technical personnel; and (v) installation of storage facilities for both
farm products and stock-raising and fishery output (especially cold storage

units). Still, performance, in.thg agricultural sector has fallen well below
the SNPA growth targets,
r'~:

.

.

P.-

Manufacturing

253, Djibouti has very little industry.

The share of manufacturing, electricity

and water and construction and public works accounted for 14.7 per cent in 1981
and 14.2 per cent in 1932., Growth of the manufacturing sector was negative in

1981, at -1.7 per cent, ami-1962 at -5,9 per cent.- The Construction and Public
Works Sector rose 0.2 per cent in 1981 and 5.4 per cent in 1982, compared to
29 per cent in 1979 and 22.4 per cent in 1980,,.,

^254. The industrial sector employs about. 4,000 persons. Its major production
units are concentrated in agro-food., <Tadjoura mineraL water, miscellaneous
beverages), in textiles and in building, Construction activities records the
largest production because of the importance of limestone deposits in the Ali

Sabieh regirn and of gypsum and clayaround Lake AssaL There is also a
sisseable deposit of perlite and diatpmite used for insulation and significant

reserves of rock salt. Generally speaking, industrial projects are modest,
except for the brickyard and cement factory, and well adapted to the scope

of the Dj'iboutian ecorioiny.

:

Industrial projects tqtal.f§US58.$ million, or

10.3 per cent of the investment programme. Following'adoption of the SNPA,
efforts have been made to utilize the country's natural resources. The effort
has been hampered by the narrow market and the shortage of cheap energy sources.

.

. :, .

C..

Natural and ,e,nergy resources, •

...-..•

255. Djibouti is. totally dependent o.n foreign supplies of energy,^ despite it

significant geothVrmal potential. Imports of petroleum products account for
7.6 per cent of total imports. The energy subsector employs about 1,100 persons
and represents 5 per cent of the GDP and investments over the period have been
about DF 730 million a year. The development of energy resources dates from
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1970, before the adoption of the SNPA, However, in 1980-1981 UJTDP financing
made it possible to drill two wells at Lake Assal, while prospects continue

to identify the best geothermal sites.

These steps are consistent with the

spirit of the SNPA since they aim at reducing the country1s dependence on foreign

energy.

The natural and energy resources sectbr account for $US90 million

on 15.8 per cent of the investment programme.

D.

Health and education

256. The major socio-demographic indicators have been as follows:

91 per cent

illiteracy rate, 30 per cent of school-age children enrolled at the primary
level,

government efforts to provide better general health coverage and a

housing policy accessible to the low-income sector.

E.

Transport and communications

257. The government's goal is to expand Djibouti's role as an international
transit centre.
The current transport system handles a large voltaae of-inter
national activity but little national traffic.
The GDP share of the transport-

communications sector was 8 per cent in 1981 and 7.3 per cent in 1982.
Sectoral
growth was limited in 1981 (1.3 per cent) and strongly negative in 1982 (-7.3
per cent). Transport is concentrated basically on port activities and on the
Djibouti-Addis Ababa railway.
Each of these two operations depends on the
level of international traffic and the use of transit infrastructures at Djeddah

(Saudi Arabia) and Assab (Ethiopia). There has been some stagnation and even
a drop-off in activity.
The main problems are the obsolescence of the network

and rolling stock and the difficulties in securing investment for renovation.

*"•

Other services

258. The economy of Djibouti is primarily dominated by service activities. The
sectoral share of the GDP was 10.7 per cent in 1981 and 12.4 per cent in 1982,
while commerce, hotels, bars and restaurants accounted for 25.5 per cent and
23 per cent in 1981 and 1982. However, growth of these activities declined
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between 1980 and 1982, to a level of -1.1 per cent in the latter year for
banks and insurance and to. a standstill for commerce.

VII.

OVERVIEW OF SRPA

259. Djibouti organized a round table of donor organizations and countries
during 21-23 November 1983. The conference brought together the representa
tives of 26 countries, 10 financial institutions, four private organizations,
16 UK agencies and three intergovernmental organizations.
The cost of the
investment programme presented at the round table was around $US 570 million,
or DF 100 billion.
Projects under way amount to $US 151 million, while projects
with financing commitments total $US 89 million.
The remaining financing
ement tthi<& has been totalling $US 310 million, takes into Account the 20 requirmillion contribution by the government of Djibouti.
■

260. Transfers of financial resources to Djibouti to' date are very small despite
the financing announcements made. The report of the conference indicates that
a number of commitments were made by donors but few actual filial disbursements
have been made.
The greatest interest was shown by donors in the capitalintensive sectors (transport, telecoiamunications, energy, industry). The
agricultural sector aroused little interest among donors despite its importance
to the country.
This is because the farm projects are small in scale and
donors on the whole were more interested ia large-scale projects.

261. An agreement has been signed for seven projects, of which two formed
part of the water programme (reconnaisance drilling and study of the Djibouti

aquifer), three are part of the stock raising-fishery programme (livestock
feed factory, construction of a slaughterhouse and a fishing pier), while one

belongs to the energy and natural resources programme

(geothermal around Lake

Abbe) and the last to the transport programme (Djibouti-Tadjourah road).

262. At the close of the meeting the government painted an optimistic picture
of the financing and offers received, which amounted to $US 170 million, or
DF 30 billion. However, as of 15 April 1984, financial assistance received
for the projects presented to the conference came to only DF 12.4 billion,

with the portion of financing guaranteed by the State for those projects totalling
DF 1 billion. The grant portion of the financing acquired is very small (2.3
per cent), with the remainder, 97.7 per cent, arranged as loans on very reasonable
conditions. The rate of implementation of the investment programme as of 15 April
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1984 was 9.7 per cent.
It should be noted that technical assistance needs
continue to be significant because of a lack of skilled personnel.
263. A monitoring committee, which includes the Director of the Office of the

President, Minister of Foreign Affairs, Minister of Public Works and directors
of animal husbandry and of various sectors, and presided over by the minister
of Economy and Finance will follow up on the several stages of programme imple
mentation.

.:

VIII.

MEDIUH-TER1I PROSPECTS

264, Although priority has been assigned to infrastructure projects within the
investment programme, the development of Djibouti is dependent on the rural
sector, which creates more value added than the services sector. Given the
current flow of external resources and without an improvement in weather

conditions, the attainment of the SNPA growth targets is a. far cry and even
more so the 10 per cent annual growth set by the investment programme.
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EQUATORIAL GUINEA
I,

265

OVERALL GROWTH PERFORMANCE

;

According to the most recent estimates, the GDP at current market prices

amounted.to BIPK6.030 billion in 1983, compared to 5.450 billion in 1982, or

an annual nominal growth of 10.6 per cent.

In real terms it declined by 2.8

per cent over the period.

II.

MAJOR DEVELOPMENT PROBLEMS AND POLICIES

266. Equatorial Guinea, which became independent in 1968, covers an area, of
28,051 km2. It includes; insular and mainland Guineas The, former consists,
of the.islands of Bioko, Great Corisco and Little Elobey and Annobon.^ The distances between the different parts of the countrymake^communication complicated and difficult.
.■.■■■■."

■
■

.

.
*

:
■

_;

'
"■■■■■)'■

■
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267. According to the 1983 census, population was estimated at 300,060 in
that year, of whom 66,240 lived in insular Guinea, and 233,820 in mainland
Guinea.

Population growth is estimated

at 2.5 per cent a year in insualr

Guinea and 1.7 per cent a year on the mainland.

Weather and soil conditions

are well suited to agriculture. The first explorations after independence
discovered su6ii mineral resources as titanium, iron, manganese, uranium, gold
and petroleum. This potential has not yet been developed. '

268. During 19613-1979 there was a large exodus o£ Guineans and expatriates
which'^suited in the loss Of almost all skilled manpower and an abrupt plunge
in fark production. VJhetf it came to power in August 1979 the current govern

ment realized that foreign exchange reserves were exhausted, public enterprises

had largely ceased to operate and farm" production had1 fallen to ail unprecedented
low.

Likewise schools, hospitals and other essential facilities had been

closed or were providing unsatisfactory services.

'

"

269. Government efforts have two basic aims: (i) to create conditions favourable
to the growth of food production and exports, and (ii) to set up a public
administration ari# the institutions needed to support national reconstruction.
It proposes to iv&iore confidence at both domestic and external levels. It^
is also engaged in a process of democratization marked in 1982 by the adoption
by referendum of a draft constitution, in 1983 by establishment of a Chamber
'
of Deputies and in 1984 by the promulgation of basic [legislation ^egulati^g J

the activities of ministries and other institutions. This effort is continuing
in order to ensure that public administration, planning and sectoral organisa
tion enjoy solid bases. At the same time the government has undertaken'a
;
two-year economic recovery programme (1982-1984) which Was presented in August
1982 to a conference of donors on the reconstruction and development of '

Equatorial Giiniea.

>

^
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III.

PUBLIC FINANCE

270. Current receipts of the national budget aggregated BIPK3.699 billion in
1983, compared to 3.468 billion in 1982 relecting a 6.6 per cent increase.
At the same time current outlays rose by 29 per cent, to Bipk 4.8 billion
in 198?, while investment dropped by 2.7 per cent, from Bipk 2,046 billion in
1982 to 1.999 billion in 1983. The overall budget deficit expanded 35 pet cent
between 1982 and 1983, when it amounted to Bipk 3.1 billion. Most of it was
financed by the Central Bank.

271. In public finance, efforts in 1983 and 1984 focused on two issues:
Equatorial'Guinea's admission to the Bank of Central African States (BEAC)
which required a- reorganization of public finance (Equatorial Guinea was
admitted to the franc<sone in January 1985); and the one to five difference
between^the official Afld parelle-1 exchange rates, which has seriously affected
the national economy. The Government has adopted a series of measures to
;
satisfy BEAC requirements and the urgent needs of economic development.
IV*

EXTERNAL TRADE,BALANCE OF PAYMENTS AND EXTERNAL DEBTS

'

272. Total FOB value of exports came to Bipk 5.1 billion in 1983, as compared

to 4.26 billion in 1982. Expressed in current $US, this remained virtually
unchanged in 1982 ($US 1.7 million) and 1983 ($US 16.8 million). Cocoa and
lumber accounted for 98 per cent of exports in those two years.
In 1983 cocoa
alone represented 76 per cent of export value.
In terms of export volume,
cocoaand coffee accounted for 8s400 and 145 tons9 respectively. The value
of imports oh a C.I.F. basis fell to Bipk 8.5 billion in 1983 from a level of
10.6billion in 1982. They consisted primarily of foodstuffs, petroleum,

products, manufactures9 machine .and.transport material.

'; .

273. The balance of payments has run a persistent deficit, with a net outflow
of foreign exchange for services rendered, much of which is covered by capital
flows. The overall balance-of-payments deficit came to Bipk 3.9 billion in
1983, compared to 3.86 billion in 1982.
In the following year there was a
net improvement of the trade balances with the deficit declining from Bipk
;

6.37 billion in 1982 to 3.4 billion as a result of a draconian cutback in
imports. The grpwth of nearly 38 per cent in transfers made it possible to
improve,the current balance, reducing the deficit to Bipk 3.4 billion from a

level of 6 billion in 1982. .

*

274. The total public external guaranteed debt by the State was estimated at

nearly $US 20 million at the beginning of i984. Short-term indebtedness, is
also growing rapidly. Aggregate indebtedness in 1963 was equal to more than
five times the value of exports. The major creditors of Equatorial Guniea .-,

are: Spain (38 per cent), the Peoples1 Republic of China (34 percent),
Switzerland (7.6 per cent) and the USSR (6.2 per cent). The African Develop

ment Banks the IMF, the IBRD and OPEC also contributed a significant volume of
aid to Equatorial Guinea in 1983

-
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V.
A.

SECTORAL PERFORMANCE.
Food and agriculture

275. Agriculture, including forestry and fisheries, is the country's main

activity.

It employs 8t3 per cent of the population^ contributes more 'than

earnings.

Agriculture production is based on;

50 per cent of the GDP and provides nearly all of the country's export

crops: cassava,

(i) tropical subsistence

taro? maize, fruits and legumes, particularly in mainland

Guinea, and (ii) export crops such as cocoa, grown mainly on the island of
Bioko, and coffee and oil palm.
276. Production of the major crops plunged between 1969 and 1979, with cocoa

dropping from 30s625 Cons to 5,409 and coffee from 6,369 tons to 108.

This

was caused by the exodus of skilled labours aging of plantations and price

policy employed.
The decline in cocoa production over the past decade appears
to haye been halteds with annual production stabilized at around 9000 tons.
A number of projects in this area are beginning to prove quite successful.
The new projects have not yet produced tangible results in connection with
coffee productions which up to 1968 ranked as the second- most important
export crop.
This is undoubtedly because of a slow start up. ^Recent estimates
show that about 5,000 ha. out of 15,000 planted to coffee could :be regenerated
over the medium term.
The most outstanding progress has been made in forestry
and fishery productions lumber output rose from 24,000 tons in 1980 to 94,000
at the end of 19829 while fish production went from 18,110 to 61,000 tons
during the fishing season.
277. After !th0 new regime took over in 1979, a new agricultural policy was
introduced which called for returning the large cocoa and cofee plantations
to their former Spanish'owners?encouraging foreign enterprise to export from
the Rio Muni forest concessions, substantially raising the producer price
of cocoa, from Bipk 85to 304 at the end of 1982. The aims of the new policy
were; rehabilitation and diversification of crops, food self-sufficiency,
re-establishment of livestock production and rational forestry development.
Several sources of external aid,

including UNDPy the ADBS IBPJ> and Spain,

are assisting the government to carry out those aims.
■;■■ -i'.

■

■ ' .

'
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B.
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-
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Manufacturing

278. The contribution made by the manufacturing sector is just barely ..over

5 per cent of GDP.

The' small-scale industries started up in the 1960s to

process lumber and cocoa came to a standstill after independence.

C.

Energy and water

-

279v The energy and water sector contributed 1.1 percent of the GDP in 1983.

Two thirds of electiricty output of 13 million kwh is generated by thermal
plants installed en the island of Bioko.
Importation of petroleum proudcts,
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which rose sharply after 1S79, absorbed nearly 44 per cent of export earnings
in 1982 and accounted for 20 per cent of total imports. The figures at present
could be $US15 million or over 50 per cent of total imports.
280. The very significant and relatively diversified, energy potential is still
largely undeveloped.
The Government has set up a semi-public corporation with
the cooperation of Spain to explore and develop petroleum resources.
With
the participation of UNDP and the World Bank it is making a determined effort to
establish
national institutions and legislation to handle petroleum explora
tion and production.
D,

Transport and communications

231. in 1983 the sector contributed 2.7 per cent of GDP. Aggregate length of
the road network is-1,240 km, of which 528 km is paved and 712 km is gravel.
A total of 216 km of the road network is located on the island of Bioko.
The poor condition of the road system and the great distances separating the
different parts of the country are the greatest problems confronting transport
and communications.
Supply of the domestic market is extremely irregular.
The European Community, Spain and other donors are helping the Government
to carry out a programme for rehabilitation of the road network.
E.

Other Hectors

282. Trade contributed 10 per cent of GDP in 1983S with administration and
other services accounting for 19.4 per cent and 2 per cent respectively.
The overall sectoral contribution to growth has been stable in recent years,

lagging f~r behind the performance of other sectors.
VI.

I>IPLEMENTATION OF THE

SNPA

The 1982-1934 three-year economic recovery programme undertaken by the

Government of Equatorial Guinea followed preliminary actions consistent with
the emergency measures taken in 1980-1982 prior to initiation of a new economic
and social development plan beginning in 1985.
It focused on reactivating
productive activities in agriculture, forestry and small industry and restoring
public services.
Specific steps have also been taken to reduce the country's
food and energy dependence.
Over the period the government plans to allocate
essential investment to the following priority areas; basic economic infra
structure, agricultures industry and human resources. Over half of investments
have been earmarked for road infrastructure and building, with one quarter
channeled to agricultures one tenth to industry, mines and energy and the
remainder to education and health.

284. For the most part these priorities are sound and reflect the country's
development needs.

Total programme cost came to $US 140 million.

However

the April 1982 donors' conference considered the programme to be ambitious.
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Considering the Government's very limited capacity for project preparation

and implementation, most of the donors called for supplementary preparation,

that is, a revision of the actions proposed. Consequently, annual investment
flow, which should have been $US 37 million between 1932 and 1984, has not .,,:.
exceeded $US 15 million, or 20 per cent of GDP.
VII.

.

.

MEDIUM-TERM PROSPECTS

285. The absence of skilled labour, local enterpreneurs and capital are the
main obstacles to national short- and medium-term development. However, as
a result of actions being taken in the energy sectors petroleum may become 9-

over the medium-term, a significant resource for foreign trade and the budget.
Likewsie, the priority assigned to the primary sector (agriculture, forestry

and fisheries) for which prospects are promising;, suggest the possibility
over the next few years of a stronger growth of investment and of agricultural
production leading to a rapid rise in.domestic savings.
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ETHIOPIA

I.

OVERALL GRCT-TTH PERFORMANCE
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291.

The Ethiopian Government had two options, either to shore up domestic

prices of exportable goods through subsidy, or to devalue the currency and peg
it to a basket of currencies (e.g., the SDR). The Government refuses to devalue
since its short-terra gain is likely to be wiped out relative to the long-term
consequences.

'.

III.

DOMESTIC EXPENDITURE ON GDP

292. Expenditure on GDP is dominated by consumption which increased from 96 per cent
of GDP in 1980/81 to 98 per cent in 1983/84, of which private consumption accounted
for 80 per cent while Government expenditure increased from 16 per cent of GDP
in 1980/81 to 18 per cent in 1983/84., As a result, the level of domestic savings
continuously declined from a high of 13 per cent during 1971/72 to extremely low'
levels of 4 per cent in 1980/81 and 2 per cent in 1983/84. This is mainly due to

the declining significance of the private sector and very low"government savings.
293.

Gross domestic investment which account for

U per cent of GDP in 1982/83

and 12 per cent in 1983/84 maintained the pre-revolution share because of the
increase in the State sector, although it is very low compared to investment in

rl%Tm z^j^&jgvrsratio
HF
^
percent m 19^2/83 slightly increasing to
28 per oent

in 1983/84.

IV.

PUBLIC FINANCE

294. Total Government revenue increased from Br 1.8 billicn in 1980>drto Br 2.2
billion in 1983/84, tax revenue accounting for about 75 per cent while 25 per cent
is that of non-tax revenue. Government revenue averaged a steady 20 per cent of
GDP over the four-year period. On the other hand, Government expenditure increased
from Br 2.2 billion in 1980/81 to Br 3.0 billion in 1983/34' which represents about
25 to 35 per cent of GDP respectively. Capital expenditure has averaged 25 per
cent of total expenditure. Consequently, the budget deficit increased from 5 per"
cent of GDP in 1980/81 to 15 per cent in 1932/83 and 9 per cent in 1983/84. This
deficit was covered by a combination-of foreign aid (19 per cent), external
borrowing (35 per cent) and domestic credit (45 per cent).

.V,

EXTERNAL TRADE; BALANCE OF PAYMENTS ^1t)^.WEMAL DEBT' '

"'

295. Exports as a proportion of GDP have continued to decline over the last three
years from a high of 9.6 per cent in 1980/81 to 3.1 par cent in 1983/84. This

decline, considering growth in GDP during these years, means that exports of goods

have not been keeping pace with that.of the output of goods "arid services.

Exports'

declined slightly from Br 853 million in 198O/81 to Br 834 million in 1983/84
On the other hand, imports continued to.increase from Br 1.5 billion in 1980/81

to Br 1.9 billion in 1983/84, or, an 8 per cent increase pet annum.

^^TT^^

trade deficit

The result of

services which increased for two consecutive years by 5 per cent in 1981/82

for lh *** wnt ^ 1982/83 declined by 32 per cent "in 1983/84. Among the reasons

rortne decline are the increase in interest payments from Br 4 million in 198P/83

to Br 18 million in 1983/84 accompanied by decreases in net receipts of Government
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and other sectors.

Private transfers also increased from Br 57 million in 198O/R1

to Br'176 million in 1982/83 but declined to Br 160 millio, in 198V84? Hence
the current account deficit increased from Br 507 million in 1980/81 to Br ^'

-illton in 1983/84. This represent about 10 per cent of GDP. £. deficit
^T aCC°Unt "aS 'lnanC6d by a mtil"ati™ °f

NSan^/^
l
National Bank of Ethiopia.could

C—«^< the re^rt^!^ &

finance imports of less than two months while total

gross assets could finance about three months' imports.

297.

;

months while total

Although the Government is not mobilizing as much resources as possible from

^
IT™"? T°l I™1* 4° ^ "^ °f thS eXpeCted foreign ^sourceibolh in ? '
the form of aid ana borrowing have been realized over the past six years) the
l* ^ ^ COUntry i8 "ev«th^-s on tto increaS Tne

P°S
.iOn/nCreaSed fr°m Br 2l1 billlon ln 1982 to Br 2.5 billion in
amount of external debt of the country increased, so did debt

\nCr*aSed fr°m B 81 9 Uli
r per cent in 1980/81
VI-

" 1980/81 t0 B- 12° -illion in

to 11 per cent in 1982/83.

REVIEW OP SECTORAL PERFORMANCE
A.

Food and agriculture

298. The agriculture sector is estimated to have increased by 2.6 percent oer

annum in real terms (constant 1960/61 factor cost) over the period 198oto-i983/B*
When compared to the 2.9 per cent estimated population growth rate, this per

formance would mean that the country is just below the critical food position and

far below the targeted growth rate of 4 per cent of the SNPA.

299

P°sicion, and

Despite the strenuous effort by the Government to socialize the agricultural

sector, private production remains by far the ^ost dominant supplier! By 1963m

total cultivated land under producers- co-pperatives and State farms is estimated

0.5 've/tlnTLZr,1ll lllT*™1*™^™I1*™* 95 P.er Cent and the raining

ttP

°f ^ dr°Ught has '^uced the main
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quickly responded to the Ethiopian emergency relief requirements and so far pledges
for 1984 total 349,000 tons of cereals in addition to vehicles, spare parts,
technical assistance, etc., worth $US 5,395,000. Other short-term assistance
were provided including the provision of seeds, construction of small-scale

irrigation schemes, pest control, water supply and shelter worth $4,377,000. This
international action was meant to support national remedial measures currently
being undertaken. t?y tne Government which include, inter alia, resettlement of the
population from the drought-prone areas to the rain-fed areas.
B.

301.

Manufacturing industries

Manufacturing industries value added is estimated to have increased from

Br 254 million in 1980/81.to Br 293 million in 1983/84, or 4,3 per cent per annum

in real terms.

Contrary to the agricultural sector, the manufacturing industries

are, in terms of ownership, predominantly State-enterprises which account for

95 per cent of the total industrial output. Building and construction activities
are carried out both by State-owned and private enterprises with 60 and 40 per cent
share respectively, whose corabinQd capacity is estimated at 3r 370 million per
annum.

C.

Mining,

petroleum and energy

302. The exploitation of mineral resources is limited to that of gold whose annual
output amounts to around 400-500 kg. Host of the activity in this subsector of
the economy is devoted to exploration. With respect to petroleum, indications
are that the country may have sufficient oil deposits to satisfy domestic demand

but exploration is still at a rudimentary stage.' Therefore, current consumption is
fully dependent on.both crude an^. refined petroleum imports. The Assab oil
refineiy whose capacity has been increased from the original 500,000 to 780,000

tons of crude is insufficient ,,to cater to the needs of the economy. As a result,
the country imported 200,000 tons of refined petroleum during 1982/83. Petroleum
consumption is increasing at the rate of 3 per cent per annum.

303.

The production.and distribution of electricity are dominated by the State

(92 per cent) while'the remainder is generated lay private oimers and oo-opera±ivep_f

mainly in the small.towns and villages.

Actual production in .d982/83 amounted "' ' ■

to 750 million ktlh which is about 50 percent of the installed-capacity of If 508

,,

million 'klfo
Only 3.2 million people.or 9 per cent of the population use electricity
and in per capita terms, the amount of electricity generated is about 20 JcIJh per
annum.

D.

Transport and

communications

304.
The transport sector covering road, rail, air and sea routes is being improved
both qualitatively and quantitatively. The all-weather road network, which was
estimated at no more than 6,600 km in 1971/72, has more than doubled to 15,000
km in 1982/83, resulting in a density of 12.3 km/km .
The railroad which is
limited to the 781-km Addis Ababa-Djibouti route was established 60 years ago and
is of narrow gauge.
Besides, its old and small rolling stock limits its service
capacity.
Recently, as a result of an agreement concluded with EEC, modern rolling
stock and engines are being provided to improve its capacity.
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OVERVIEW OF THE IMPLEMENTATION OF THE SNPA

ONDP to establish a roundtabie mechanism for the ^oMU.atlon of exteSl

financial and technical assistance required for the implementation of its public

SiM^r,,^
WaS,dra'"n
b3Sed °" of
thS the
Ten"Year
^elopment
(1983/84-1993/94
,-Tith regard
to theUPfinancing
Ten-Year
DevelopmentUPlan
the international donor community is expected to contribute 44 per
p cent^Toi.
^T

a^ai
TT
41"8
* information
£ yet
^ abl^ff
^ff
T^T™
°f ^Ut
^t Br
Bconference
418 bUli°ni convened.
available
as to «hen
the roundtable
with donors
will be
VIII.

MEDIUM-TERM PROSPECTS

1980/81h19^%f ■ gr°Wth/at^ of toe ec°nomy which is 3.2 per cent per annum during
1980/81-1983/84 lg very far from reaching the targeted 7.2 per cent growth rate
required by the SNPA. Hence, the Government has adopted a Ln-ye£ prosScttve
plan which is to run from 1984/85 to 1993/94. Over the 10-year pe^ioT Tl>l is

%rLsLr B^f8 biiiiontoinani983/84
to Br i6-6 biui°" -wCV
average annual growth of 6.3 per cent

per capita income should L^ie S Br^fby

E/ECA/CM.11/35
Page

75

THE GAMBIA

I.

OVERALL GROW PERFORMANCE

309.
The Gambia still continued to face a difficult economic situation.
The .
process of growth is still constrained by endogenous as well as exogenous
factors. Most notably among them are the persistent disequilibria in the
external sector which is brought about by adverse weather conditions, fall in
export prices of groundnuts and other products and cut-backs in official

development assistance. GDP in real terirs decelerated by an annual average
growth of 3.6 per cent during 1974/75-1979/80 to 2.5 per cent during 1979/801983/84. During the same period, GDP per capita is estimated to.have fallen by
an average of 1 per cent per annum.

310. The slow-down in economic activity was mainly caused by the severe drought
which affected the country in 1983, resulting in low agricultural production as
well as cut-backs in production in sectors directly linked with agriculture. ...
Agricultural value added dropped significantly from D 103,8 million and D 123.2
million at? constant 1976/77 prices in 1981/82 and 1982/83 respectively, to
D 94.6 million in 1983/84. Similarly, value added in manufacturing fell from
D 18.1 million at constant 1976/77 prices in 1982/83 to D 17.1 million in 1983/34.
II.

MAJOR DEVELOPMENT POLICIES

311. Since 1979, the Government has implemented three IMF - supported financial
and economic stabilization programmes. The first programme started in November
1979 and was primarily directed at restricting credit from the banking system.
The programme was followed in 1'932 by a one-year economic stabilization programme,
linked with an IMF's standby credit of IS.9 million S0Rs. The present stabili
zation programme extending from April 1984 to July 1985 is being supported by

another standby credit of SDR 12,8 million.

The programme focussed on fiscal,

monetary and price policy measures including devaluation of the Dalasi by 25
per cent, reducing imports, restricting recourse to bank borrowing, and
curtailing government expenditure.

312.

The policy of announcing producer prices ahead of planting season "*s

discontinued in 1983/84 largely because the Gambia Produce Marketing Bofrrd'

(G£MB) had depleted its stabilization reserves and world market prices and

prospects were not too bright,

with the better financial position cf the GPMB

in 1984/85, owing to the turn-around of mid-season prices in the world market *
for oil seeds, the Government had once again resumed the policy of annpuncing
producer prices as the farmers prepared for planting of the next crop.' Equally

important is'the raising of producer prices. The producer price for groundnuts
went up by U.I per cent from D 450 per ton in 1983/84 to D 500 per ton in

1984/85, cotton from D 610 to D 672 per ton and paddy rice from D 510 to

D 560 per ton.

313.
Regarding the energy sector, a management assistance programme jointly
sponsored by UNDP and the World Bank is being implemented, which includes

designing a solar water heating project for the major hotels, technical assistance
to investigate further application of solar energy in domestic households,
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health centres, telecommunications and water pumping, as well as management
assistance for supply and distribution of petroleum products. With the
completion of the energy master plan and the subsequent increase in the number
of energy projects being prepared and implemented, efforts are being made to
strengthen the energy planning unit in the Ministry of Economic Planning and
Industrial Development.

314.
In the industrial sector, the revision of the Development Act, 1973 is in
progress, aimed at rationalizing the structure of industries, the publication

of an Investor's Guide and speedy action on applications for grant of development
assistance.

Moreover, there is the Government's policy of restricting growth

of parastatals and forming, instead, private limited companies in partnership

with Gambian and/or foreign entrepreneurs in suitable cases.
315.

In the fiscal sector, austerity was emphasized as the guiding principle

of financial management in 1983/84 as in 1982/83.

This is because the country's

economic and financial conditions in 1982/83 and 1983/84 continued to be

difficult, particularly the balance of payments and government finances.
Monetary and credit policies have been designed to overcome the serious imbalances.
516. In an attempt to provide incentives to savers and facilitate savings
mobilization, the Government raised interest rates on all deposits by 2 per cent
with effect from 15 "'arch 1984. The Central Bank had been making increased
efforts to mobilize foreign exchange accruals and curtail leakages by ensuring
that earnings are channelled through the banking system, and regulations have
been introduced to enhance its operational efficiency. In addition, a currency
declaration form has been re-introduced at the airport to monitor the inflows of
foreign currency from tourists and other visitors while the operation of external
accounts by hoteliers is being carefully controlled.

317.

Despite the financial difficulties, some ongoing projects were completed

in 1982/83 and 1PS3/84 while some new ones -vere started. Among these are mixed
fanning, artisanal fisheries,
forestry projects, the fired brick plant7~the~

Soma-Bassa Road and the Feeder Roads Phases III and IV, rural water supply, the

Senegambia hotel, the Gambia Technical Institute, the Gambia College Campus in
Brikama, the Management Development Institute, the Independence Stadium,
Bansang Hospital, and the irrigation and civil works of the Jahally-Pachaar project.
313.

Austerity is envisaged to continue to underline fiscal policy measures in

1984/85. Government expenditures are to be kept within the limits of available
local resources to achieve fiscal balance and reduce the deficits of previous
fiscal years. These and other measures to strengthen financial management and

revenue collection are part of the adjustment policies and measures associated
with the Second Stand-by Programme with the IMF for 1984/85.
III.

DOMESTIC EXPENDITURE,

319. Private consumption expenditure has been steadily rising by an annual
increase of 11.1 per cent in 1981/82 and 13.2 per cent in 1982/83, but its share
in total GDP declined from 80.1 per cent in 1980/81 to 76.8 and 75.1 per cent
in 1981/82 and 1982/83 respectively. Public consumption expenditure is more or
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less keeping the same trend of around 22 per cent of total GDP in the last four
years. The savings ratio declined sharply between 1980/81 and 1981/82 but picked
up slightly in 1982/83 to reach 3.6 per cent from its level of ^.8 per cent in
1981/82 due to cuts in public expenditure. Capital formation as a proportion of
total GDP fell substantially in 1982/83 to 17.7 per cent from 28.9 per cent

and 25.5 per cent in l98O/8l and 1981/6*2 respectively.

The fall in the.

.

investment /GDP ratio was mainly attributed to fall in the level of public
investment which comprise about two-thirds of total investment.
:.

IV.

PUBLIC FINANCE

320.
Government revenue increased substantially during the last four years, and
is estimated to have almost doubled from its level of FY 1974/75.
Revenues grew

by an average of 21 per cent per annum during FY 1981/82»FY 1983/84.

The

structure of revenue indicates that between 75-85 per cent of the total revenue
was derived from direct taxes and import duties. Most of this is related to the
role of Banjul as an entreport for imports of neighbouring countries like Senegal,
Mali, Guinea, etc.
Nevertheless, in view of the very narrow production base, low
level of per capita income and adverse developments in the external sector, the
revenue/GDP ratio dropped from 23 per cent in FY 1979/80 to 22.8 per cent in

FY 1983/84.

T

321.
On the other hand, growth in expenditure Jjas far outstripped the growth
in revenues.
The rapid increase in expenditure was due to increases in the
general administration and in the expenditure on security services which doubled
between FY 1980/81 and FY 1982/83.
With an increase of almost 50 per cent in

FY 1981/82 over the expenditure in.the previous year, the budget ran a deficit of
D 3 million despite emergency relief and STABEX contribution.
In FY 1983/84, the
deficit was estimated i6 have increased to D 14.5 million.
In view of the
increasing size of the overall budget deficit, there was a greater recourse to
the banking system in FY 1-983/84.
322.
In the face of this, the Government had resorted to measures that could
alleviate the serious financing problems such as increasing the drive for resource
mobilization by broadening the revenue base,

containing the growth of recurrent

expenditure and financing development expenditure from domestic savings as well as
from external concessionary sources*
~

7.

EXTERNAL TRADE .BALANCE.OF PAYMENTS, AM) EXTERNAL DEBT

"^ ';

323.
The erratic performance of export was due both to fluctuations in weather
conditions and developments in international markets,.
The total value of domestic

exports' went down from D 154.8 million in 1979/80 to p. 4Z.3 million in 19Bt/&2

but picked up remarkably in 1983/84 to reach D 97,9 million, the highest in seven
years1 time.
After a steep fall, the production of groundnuts, which commands

about 80-90 per cent of total export earnings, increased rapidly during 1^82/83

reaching almost "double' its level of 1979/80.

Nevertheless, the earnings were

;

only 13 per cent'higher than in 1979/80 mainly due to a sharp fall in export prices,
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trade
325.

Imports expanded tremendou'slv rfm-inn ♦•,= i_ » L'r

D 240.5 million in 1981/32 to D 262 i Im •

'

• fL^° yearS- ^^ »» from

1983/84', almost more than doubL in o y ars- iVe %8\™i VU'$ million *

S£55
326.
years.

continuous
1981/82

SDR

e public investment
_._

—

—

—

-^

^■•*-*a»^^^^

The debt service ratio
and low interest loans

is expected to increase to 25 per cent in ?a«?/ar tA per Cent ^ W83/84'a
obligations on loans are due.
84/8S When most o£ the repayment
VI.

REVIEW OF SECTORAL PERFORMANCE
A.

Pood and agriculture

|rdt
i983/^^Srest::rf
ecli"^
The impact of the devasutinJ'd^T^'f^^T? reC°r.ded """ 1978/79'

but also on food grain, the rasTf™^

J™t.0Dl)r on the groundnut crap

104,000 metric tons in 1982/sTto 68 000 IfOdV.CtlOn.Of which dr°PP^ from

3S.0 per cent reduction. %l effect^'oTthi^fh*^ ln.19"/84. reflecting a

was to fuel inflation.

thlS reduction in domestic food production

xn cotton production, W2,400 metr^to^fof 2
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1,170 metric tons in 1933/84,
The first of a 265 ha rice crop production of
the Jahally/Pachaar Small Holder Project was almost completed in 1983/84 and
it is estimated to have brought paddy rice production pretty close to 7,000
metric tons.
B.

Tourism

330. A total of 41,950 tourists is estimated to have visited the Gambia
during 1983/84, representing an increase of 13,7S2 persons or 48.9 per cent
over the previous year's inflow.
The increase in tourist arrivals was due
mainly to the introduction of wide-body aircraft, the opening of new hotels
and improvements in promotional activities by the Ministry of Information and
Tourism. Arising from the boom in the tourist industry, the average hotel
bed occupancy for 1983/84 was 48.0 per cent compared with 33.4 per cent for

1982/83.

Total'tourist, out-of-pocket expenditure while in the Gambia in 1983/8U was

estimated at D 19.7 million, as against D 13.4 million in 1982/83.
C.

331.

Manufacturing

Value added in manufacturing declined by 5.5 per cent in 1983/84 mainly

due to the shai*p fall in groundnuts production in that year. In spite of the
adverse development in groundnuts processing, some progress is reported in the

sector. The construction of a clay brick factory at Karifing was completed
during 1983/84 with an annual capacity of some 800,000 solid red bricks.
The groundnuts shell briquetting plant of GPMB at Kaur assumed,full operation
while artisanal salt production at Darsi Gmi reached a production level of
500 tons a year. A Gambian-Spanish joint venture completed a mechanized clay

brick factory at Busumbala, while an industrial salt project is under preparation
in Pirang. Two projects for fruit and vegetable farming, each over 100 ha
with scope for processing and export, are under implementation near Birkama.
VII,
332.

OVERVIEW OF ARRANGEMENTS FOP T"F IMPLEMENTATION OF THE SNPA

The Gambia organized its first donor conference in November 1984 under

the auspices of UNDP. A public investment programme (FY 1984/85-FY 1987/88)
was specifically prepared for the conference which extends two years beyond the
end of the Second Five-Year Plan (FY 1981/82-FY 1985/86).

The programme is

composed of two components, namely project assistance needed for the implementation
of the public investment programme and non-project assistance to rectify the
imbalances in the productive enterprises and the physical and social infrastruc
tures during the last 10 years of planned development. The needs for external
assistance have been estimated at $US320 million of which project assistance is
estimated at about $US60 million. A larger part of the external requirements is
for non-project assistance which consists of balance-of-payments support,
financing of recurrent and local costs, food aid and technical assistance.
333.

The response of the donor community was positive.

They agreed that project

financing should cover a large part of local costs, a proportion of recurrent

costs and that grant and concessional elements of development aid should be as
high as possible. Some donors indicated their areas of preference and some
commitments were made. The conference also endorsed the recommendations for
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(March 1985), agricuiture (June 1985). and «t« re^r^ScS^Is,.
VIII.

INDIUM-TERM PROSPECTS

become significantly better for the Gambia in 1984/85 than in

payment arrears aninimtA^ -fr^ n T7-7 o

'i-i-
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Wltn»

lorai external
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GUINEA

I.

335.

During 1981 - 1984,

OVERALL GROWTH PERFORMANCE

the Guinean economy expanded by'an annual average

of 5.4 per cent in real terms.
primary sector - farming,

This growth is attributed mainly to the

livestock^

forestry and fisheries - and services,

each of which recorded a growth of 5.3 per cent,
32.5 per cent of GDP respectively.

Only the

and a share of 55.1 and

livestock^subsector

pos-ted

negative growth,

amount ing to -2.7 per cent a year, primarily because of
such diseases as the endemic and contagious "bovine pleuropneumonia and

rinderpest that depress herd productivity.

336. The GDP share of other sectors remained stable: 4.4 per cent for mining,
2.5 per cent for manufacturing, 8 per cent for the energy sector, 2.2 and
2.5 per cent for construction - public works and for transport and. communications
respectively.
These are very modesc results considering Guinea's development
potential consisting of:
(a) arable land of 7.4 million hectares of which
only about 2C per cent or 1.3 million hectares is utilized; (b) forestry
resources estimated at 130,000 km ; and (c) the' country's sizeable untapped
mineral resources.

'

'IAJOF. DEVELOP]INT POLICIES

337.

To resolve these bottlenecks,

the,Guinean government has

launched a number

of policies which include rural development, a productive industrial network,
mining development, extension of basic infrastructure (transport, communications
and housing), unification of the exchange and.price system, balanced foreign
trade, overhaul of the public sector, strengthening internal financing capacity,
etc.
Comprehensive rural development is aimed primarily at greater complemen
tarity between farming and livestock production on the one hand,
the roles of

State and producers,; or. the other.

and between

Some effort has been made to

modernize production techniques and expand yields, despite the poor performance,
record, which relates to unwieldly structures, inexperienced personnel and
the unsuitability of production methods in use in the rural areas.

.

.;

338. In industry the government has begun to impleinent a; portfolio of feasibility
studies designed to correct past errors. . Priority will be assigned to a small
number of projects with a strong potential for development or linkage to other
sectors.
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339

In terms of overall macro-econoifiie balance,

IiiRii assistance involved:
system in Guinea;

studies undertaken with

(a) effectiveness of the econemic management

(b) production incentives,

particularly price effects

and supply of consumer goods and production factors;
markets and prices;

and

(c) unification of

(d) the relations between the public finance structure

and wage and price base.

340.

Very extensive hoarding of sylis

to think about devaluation.

in recent years has

led the government

Following recent developments in the country,

negotiations are under way with the World Bank and- the I1IF to redress public
finance and the balance of payments.
The measures proposed by the two
Institutions include demonetization and devaluation of the syli,
of the public sector and liberalization of distribution channels.

contraction
Because

of its natural resource potential the country still enjoys considerable
creditworthiness.
However, the-conditions set forth above would seem to be
essential to any large-scale intervention, regardless of their social costs.

III.

EXPENDITURE OV. GBP

341. The structure of demand remained stable over the period, with average
domestic savings of about 15.5 per cent of GDP and an investment rate of
13 per

cent.

IV.

PU3LIC FItTANCE

342. The public sector plays a predominant role in the Guinean economy through
its 150 public enterprises.
The GS 563 million deficit in the £979 operating
budget worsened considerably over the period, .from GS 3.5 billion in 1981 to
6.A billion in 1984.
This resulted from a stagnation of receipts at an
annual, average level of ,GS 4,tf billion, while outlays rose: about-9*5 per cent
a year.
The causes were:
(a) large loans to unprofitable public enterprises
to cover their debts with the banking system;
(b),special.transfers to
public administration to offset local tax abolishments; and (c) selected
wage and salary increases during the period.

]

,

.

343. With procurement costs climbing from GS 1.7 billion in 19S1 to 6.2
billion in 19G4, the overall public finance deficit rose from 5.3 to 12.6

billion. Financing of this deficit by domestic borrowing during the. period
led to a sharp deterioration in the State's banking position and to a large-scale
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money issue that drastically undermined confidence in the Guineah syli.
This is the reason for the reorganization of the public sector with the
assistance of IKF and the World Bank.

V.

EXTERNAL TRADE, BALANCE OF PAYMENTS AND EXTERNAL DEBT

344. Exports, long dominated by agricultural products, recorded a stronger

showing for mine, products, which accounted for about 98 per cent of total

export value over the period of an annual average growth of 12.6 per cent:

that expanded export earnings from GS 3.7 billion in 1981 to 5.3 billion in
1984. Such earnings still fell., far, short of the 1983 figure of GS 8.8 billion.
This decline was caused by the stagnation of export crop production andby
limited investment in mining rehabilitation.

345. Import composition in terms of value was as follows:

an average of

17.3 per cent for food, 25 per cent for energy products and 21.6 per cent
for agricultural and industrial equipment. Following a tripling of food
imports in 1981, this item declined by nearly 23 per cent in 1982, only to
expand by an annual average of 8.2...per c«?nt between 1983 and 1984 because

of a worsening food shortage.

Total import value went from GS 5.3 billion

in 1981 to 7.2 billion in 1984.

546. These two trends produced a persistent deficit on the trade balance after
1981, with an annual average of about GS 1.5 billion. Average coverage of

imports by exports came to about 74 per cent well above the average recorded
by the African LDCs as a group, this deficit was aggravated by persistent
deficits in services and transfers amounting to an annual average of about
GS"2.2 billion and 2.7 billion,

the balance on current account rose from

GS 6 billion to 7.7 billion between 19^1 and 1984.

Despite its annual import

and-export plans, the country has been unable to achieve a balanced pattern
of trading or even to stabilize its foreign trade.
347. Over the period the overall balance-of-payments deficit expanded from
GS 7.8 billion in 1981 to 10.1 billion in 1984.^ 'This deterioration stemmed
mainly from:
(a) a negative net capital flow since 1976, with foreign loans
dropping by nearly 80 per cent and debt amortization increasing by nearly
GS 1 billion a year; and (b) a deterioration in the terms of trade.

343. Balance-of-payroents constraints, inadequate domestic savings and the need
to finance certain development projects forced Guinea to resort to external

borrowing. As of 31 December 1984, Guinea's aggregate external public indebted
ness came to around $US 319 million, of which 193 million represented cumulative
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arrears, 99 million, principal due and 27 million interest.

The large volume

of arrears represents credits allocated to the conduction of industrial

units for which no serious feasibility studies hadlbeen conducted. As a
result, it was iispossible to generate or save the foreign exchange needed to
repay such loans. Furthermore, the sectors financed did not always reflect
the country s development priorities since the lenders often doubled as

advisers on investment choices.

349. External debt conditions remained quite favourabletto Guinea, with a

5=3 JESM-WL-siS if^"S^S«3

which favours multilateral rescheduling, particularly in the Club of Paris
and the Club of l*ndorw It would seem, however, that the conditions favoured
by those groups will not ensure a lasting restoration of borrower solvency

?o»f^
y/re,gSared *° short"terffi liquidity problems rather than. to real
long-term development needs of the debtor. ;.

VI.

SECTORAL PERFORMANCE
A.

350

Agriculture

This sector contributes 35.5 per cent of the GDP and employs 80 per cent

1' fi-POP!i - *?n" ]Eh.s?lte of a significant development potential based on

c imate and soil fertility, the sector has unfortunately been unable to
_.

. resources.

During the period ujkler study there was a

decfine^uS'toT" pertiVate<1 °f ^ I P" ^^ ^ "nd 3 P™>"«™
■

*

"

year, with food qxrops the most seriously

setbacks were the result of failings p| the collectivization

i- inadequate tramingrand- shortage of resources

351. The range of food crops continued to be dominated by rice and cassava
accounting for 36.2 per cent and 40 per cent of total fpod output, respectively

foll0PIH HCtlO,n ^^ 3t ab°Ut 84O'()00 tons a y™ between 1 80 and 9sT
irtlZt
"cLsr 1 °f 3r6Und 2° Per ^nt -^^ Produced during 1 3 'S
and 1984 Cassava plants were attacked by leaf mosaic that curtailed production

530 0*OrmatelyiQ3»2'°00 tOnS •.*•«.«>«••» "SI and 1984, compared to

20
^toT "
Z0,000 tons a year

.Jhere was also a sharp increase in foodimport1, from

to 45,000 tons on average for rice.
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Cash crops were dominated by citrus fruits,

bananas,

coffee,

ground

nuts and hearts of pain, respectively ?.Qe6t
JO, 5, 25 and 12 per cent.
Production of these crops as a whole has come to a virtual standstill.
The
share of farm commodity exports,, representing over 75 per cent of earnings

before independence, frill to 3 per cent iu 1950 and only 1 per cent in 1984.
This substandard performance was the result of severe cutbacks in yields
owing to a continuing lee*. ( of fertilizer, shortage oF insecticides and

predominance of traditional, and even primitive cropping methods for such,
products as palm hearts.

353. Value added for the livestock., subsector

stagnated at $US 70 million

(in 1930 prices) a year after the sharp drop recorded in 1982 with negative

growth amounting to -56 per cent in real terms, mainly because of trypanotolerant strains on cattle and sheep raised.
The major problems facing the

sector are;
(a) weak herd productivity corresponding to an almost zero herd
increases (b) poor yield of slaughtered stock amounting to only AC per cent;

and (c) a heavy mortality rate for young animals, because of gastro-intestinal

parasites.1

■■,.-..■■•'

354. Annual fishing catch potential is about 130,CJ0 tons.

This subseetor

recorded outstanding growth during the period with an average anriual increase

of approximately 18 per cent in real terms. Growth was based on reactivation
of traditional fishing through production co-operatives supplying fishermen
with the basic gear needed to,augment productivity.
355. Forestry contributes about 14 per cent of national value added. The
country^s. vast.forestry resources are utilized only partially and in an
unsystematic manner. . Value added rose by 3.4 per cent a year in real terms
between ..1.981 and 1984, from .$U5 203 million to-224 million approximately. ,
Forestry development policy must be redefined in order to take into account
the sector's added contribution to the national budget and the role of

.

forests as protector and regulator of the ecology.

E.

Mining

356. The Republic of Guinea is well' endowed with mineral resources:

ore,

diamonds, gold, etc.

bauxite, iron

Bauxite and iron ore reserves are valued at

12 billion and 15 billion tons respectively. Bauxite, which provides the
basis for production, is worked by three companies: the semi-public corporation
Compagnie des bauxites de Guinee, in which the State holds 49 per cent of

equity capital; the national company Office des bauxites de Kindia and Friguia.

Between 1981 and 1984 the mining sector expanded by 6.5 per cent a year in
real terras. The special tax levied on mining production provided the State

E/LCA/Cri.ii/bS
Page 86

with a substantial income,,
hov/ever, sectoral ^eveiopiaent has been somewhat
constrained by capital-intensive production methods.

C.

M£.trjf actui* i

357. The industrial sector, which ro»e by 6-3 per cent a year in real terms,
has an almost permanently under-utilized production capacity because of:

(a) rav? material supply problems;
(b) equipment maintenance"problems (lack
of spare parts);
(c) inexperience in matters of industrial management; and
(d) the energy crisis.
Rates of utilization have rarely exceeded 20 per cent
of installed capacity.,

especially in agro-industry.

D,

353.

Energy sector

Although potential annual hydroelectric production is estimated at 20,952

actual

output

is only le3 per cent of that figure.

The share and the performance

of the energy sector have remained at very low levels,

with an average annual

growth rate of about 4,5 per cent.

E«

359,

_

.

«

Transport and communications

Basic infrastructure *- transport and communications - suffers from obsolete

equipment and the impassibility of peri: of. the network during the rainy
season,

which makes

it difficult to reach production centres.

Transport and

communications expanded in real terras by 5.2 n&r cent between 1981 and 1984.

F,

Other economic sectors

360. The trade, banking and insurance sector, with 15.6 per cent of the GDP,
rose 5.7 per cent,

period in question.

while other services advanced by 5 per cent during the

Construction and public works expanded in real terms

by 4.2 per cent between 1981 and 1984.
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Education and health

361. Efforts have been made to decentralize training institutions.

The major

socio-demagraphic indicators are a gross mortality rate of 21 per thousand
and a life expectancy of about 43 years. Health policy is characterized by:
(a) health planning; and (b) public health education*

VII.

Implementation of the Substantive ffew programme
of Action

362. Guinea arranged for a round-table

of donors which was postponed because

of recent political developments in the country.' A national rehabilitation
programme and an intermediate developinent plan are under preparation and will
be followed by the round table. A preliminary meeting has already been held

in Geneva, from 28 June to 1 July 1983, to discuss the working documents
for the a*oun&table«. In the opinion of prospective donors participating in

that meeting, new preparations should be made and a summary document defining
the broad outlines of Guinean economic policy and the stages of economic
rehabilitation, reorganization, consplidation and recovery, discussed with
a few donors. These small meetings would consider the most appropriate means

of preparing a detailed .rehabilitatipr; programme, with discussions leading
to either a general donors conference or a series of sectoral meetings

Medium-term prospects

The Guinean economy is being revitalized following recent political change^.
It is currently being transformed from a collectivist managed system to a
liberal economy. Total reorganization of all its structures is under way,
which, considering the natural resources available and with the support of
substantial external assistance, should permit rapid economic recovery.
Because structural changes may be slow, a 1985 GDP growth in real terms of

2.3 per cent is projected.;

. ;
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GUNIEri-BI3SAU

I,

OVERALL .GROWTH PERFORMANCE

364, During the period under studyr the Guine£--3issau gross domestic product (GDP)
(at 1900 prices) declined from $US" 139*7 million in 19CO to &llo»3 million in 1931.

Following a:narginal growth in 1932 amo'inting to 65 per cent in real terms, GDP
growth rate declined steadily, by 7-4 per cent in 19^3 s^d 11.2 per cent in 19^4,
or in absolute terms an estimate of about &US 96.5 million. The primary sector
(farming, stock raising, forestry and fisheries) manufacturing construction and
public works, trade and public administration contributed about 94 per cent of

national value added* AH sectors posted negative growth ranging, in real terms,
from —4*6 per cent for trade to -C<>3 per cent for construction and public works*
365. These trends are dsrivod from the almost total recession in all sectors of

the economyt

The recession was caused by :

(a)

poor farm crop years- with the

exception of 1932, as a result of unfavourable weather conditions;

predominance of traditional fishing;

(c)

the o~bsolcBcar.ee

(b)

the

of equipment said

disorganization, of production units in the forestry subsectorj (d)..contraction. .

_

of imports and also production stoppages for lade of raw materials and replacement :
investments; and (e) the drop in State revenue,, which adversely affected .
, :
expansion possibilities for the public sectoro
In addition to these constraints,

on supply, there were deficiencies in farm-to-market distribution channels wjiich

appeared to cut off The monetised sector of the economy fron the major rural

'_

production centres.

IIe

MkjQH: 'DEVELOPMENT PROBkEF^ AND POLICIES

'

366. The poor economic performance of the .Republic of Guinea-Bissau is typical of
the country that was- long been ravaged by colonial domination*
The country was
left with no basic socio—economic infrastructure and it lacked sufficient national
personnel capable of organizing the development process beyond the routine

political actions after the war of liberation.
The sizeable, inflow of external resource;
was unfortunately not efficiently used -clue to lack of necessary equipment
and
national management capacity*
The disastrous effects of that colonial heritage were
exacerbated by productivity lossos in all key sectors of the economy with parellel
declines in production and revenue in both public and private sectors.
Note should
also be taken of the unfavourable international snvironr-iont,

especially the increase

in prices for petroleum products and consequently heavy constraints on the balance

.

of payments.

367. In view of these internal imbalance's and externally triggered factors, the
Government of Guinea-Bissa■■-. has adopted an economic and social development strategy
aimed at economic end financial stabilisation mid re-establishment of overall macroeconomic equilibrumo The areas affected include the budget, balance of payments,
prices, exchange rates, national savings ~nd income distribution.
The sectoral

policies covered by this overall
Development Plan*

strategy are set out in the first 19o3-1936
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368 Stabilization of the domestic economic and financial situation calls for
reducing the current dsfic.it of the Strts oporcvti.ig budget
As regards revenue,
fiscal reform under T*ay uould enhance State resources by increasing the tax on
certain consumergpods.such as tobacco, alcohol and fuel and reducing the
operating deficit of public enterprises,
VJith reference to expenditure, the
hiring freeze, except for technical personnel, and consolidation of public
spending at the 1902 level together with rationalization cf outlays, made it

possible to shrink the budget deficit by over &US 3 million in 19^3.

However,

the pcor performance of the major sectors (fanning, fisheries, forestry and
mines), and "logistics" (transport and trade), undermined that effort an 19^4, when

the deficit amounted to £US 32OC million as -gainst 30 million in 19 3 and 33.2
million in lS"2r

These deficits were financed partly by a supplemented monetary

issue, and by support from donors under the stabilization programme-

369. "lie search for balance in the external current account consisted ofs

expansion' of production by the export sector; (b) import substitution! and
(c) strict^management of foreign exchange to favour priority . import," ■

(a)

recovery policy has been strengthened by establishment of an agricultural credit
agency and business support fund. Ths attempt to balance external trade was
weakened by poor capacity for importing items essential to the operation of the
basic economic sectors, by low international prices for primary commodity exports
and by the unfavourable international ^con-™ic clir&te.

370

As noted, the current price system is unco-ordinated and works against a

recovery of .economic activity.

As a result, a flourishing pare]lei narkct has

drained off a good share of national resources,

been raised?

V7i

■

Some producer prices have already

5",' per cent for rice and 76 per cent for cashew nutL

The reorganization of economic and commercial channels begun in 19^4 has

aiab^ed the tr-de sector to play its proper role as importer, distributor and
exporter. The p-.-inr-ry nev-'-r1: (external tr^le, who1scale trade, regional

distribution) has been assigned to the State, while the secondary network
(distribution through regional purchasing centres and collection of farm
products at production centres; is assumed by the private sector. The exchange
rate for the Guinea-Bissau peso has been adjusted resulting in a devaluation of
HO pev cent vis-a-vis the SDR,or an equivalent,of 120 pesos to the SDR. The

government is~£lso. implementing a system of economic control and follow-up to
ensure strict utilization of external aid»
III .

^PENDITURE ON GDP

372. Cerattid" has been consistent with the overall economic situation^£

characterized by a considerable decline in available resources during 19.1,

and 1904 particularly following a series of declines in the GDP and-.in imports.
The country is now in a critical position. Final consumption is a portion
of G*3P grew
by an annual average of 2,4 per cent. This, together with an

averaae annual investment of 25,7 per cent, has led to a resource deficit
accounting for approximately 20a per cent of GDP a year.

Expressed as a

■
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74rHer?cert and 2^1 ^^ fCUCtUre ***** "81-1984 has been as follows:
25.1 PZ cent Tfr *LV*Lfr!J?rC^!f^fOr ^i-te-and public consumption,
-»,--»

■

-■—>■—

36.3 per.cent for imports.
.

-o^uaj.

IV.

iuxi!ictta.on;

o.^

oer

cent

for

export-*

^nH

exports,,and

PUBLIC FINANCE

mlliinnT6611 ^l ^ 1981j tOtal St3te **** revenue stabilized at about $US 20
IS of overdo J0^^'.nev COns^er taxes introduced in 1979 made possible a
in 1979,

The budget was also financed from development receipts of $2.6 million

n

+■

^ a revenue decline of about*
^

in

«*^--i*t.

i o no*- i-»«avi+-

in

ptur

cent

■;

in

i ino'*

xyo^,

t

regular

growth

of

r:j:trt l±izz zt..™.™??? in i983 «* wm -spectiveiy. «»..

s" r^ertain^orr^r
* C6!taln non-essentlal consumer

products.

y p^

^ to.higner

to,higher

Fiscal pressure measured by

iVper
V £T*
£T* ^
^ G°P
G°P r-lned
r-lned at
at aa level
level ««P«^
««P«^ to
t the
th LOCs average:"

exp;nditureanro^f?
"nn"Bl "^ °f almOSt 65 per cent of recurrent budget
per
cent
a
year
T^t^To^™*1
Service'
total
outlavs
per cent a year, from $US45.9 million ^
in 1981
to $67.6
million
in ".e
1Qsa around
.«,« 14
buaoet deficit stabilized at 14 per cent of the GDP ovJ tne perLd represintin,
an average annual growth of 13.5 per cent or an annual deficit of nearly S30 mU-

1Z; ^rtCtiT °f thiS ***" imbalance is *i«±™lt because of" (af the

nTnnl
natxonal

prise;

y

and

V.

375.

CUtting -baCk m°St CUrrent State crating expenses,-

(b) the

economic recession and the sizeable deficits accumulated W public -enter
(c) the weak revenue base.

EXTERNAL TRADE, BAIAMCE OF PAYMENTS AND EXTERNAL DEBT

The country'^

agricultural.-sector;

exports have been affected by:

(a) the poor porforaance of the

("b) inadequate domestic marketing channels and the corrcspondijig

*—'"" -»■"»«••« -*« »« th.
cent in 1981 ,^d 1982, import value spiralled oy ?2.2 per St ir, 19I3
because of a drastic food shortage and aggravation- of the energy balance. S
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377.

The trade balance has shown a consistent deficit.

The shortfall expanded

from $US 43.3 million, .qt 27,1 per cent of the GDP/in 1981 to $69.5 million,

or almost 30 per cent, of' the GDP, in 1984.
Exports covered about. 27 per cent
of imports on t:he average.
While transfers made it possible to reduce the trade

deficit by 33.6 per cent in 1981, with-.a current balance of $US -29.8 million,
this curtailment was only i£,8"per cent in 1984, with\a current deficit of about
$57.8 million.

Transfers have been primarily allocated to finance imports.

378.
With a large volume of capital flow of $26 million in 1981 net capital
flows dropped to about $8 million, which covered, only 18.4 per cent of the
rar*erit account deficit. rit .should be noted that the strong showing in 1981 in

fact represented a poorer aid mix, to th,e extent that the non-concessional com

ponent rose more rapidly than the grant element, entailing a growing debt service

burden. As a result, the "aggregate
balance was for the most part negative by
$9.5 million in 1981 and $50.1 million in 1984. Most of this shortfall was
financed indirectly by the IMF,

379. As of 30 June 1984, external, jpublic indebtedness amounted to $202.4 million,
producing abput $7 million in service with an effective utilization rate of
roughly 60 per cent of totaldebt contracted.
Because of the size of this debt

A\*"#kt fee thought! that Guinea-Bissau has exhausted its credit worthiness and has

?^u^h resources on hand to finance its investment programme. However it is
observed that: (a) credits authorized are not in every case used for priority

projects, which points out the need, for a suitable resource allocation.policy;
<b) these credits are used almost exclusively to finance imports of durable goods
at the expense of urgently needed consumer goods and energy products;
and (c) in
short, such credits cannot be used to support the balance of;paynents.

... '/...;!■,,

380.

, VI.. SECTORAL PERFORMANCE

;..

During this period the primary sector (basically, farming, stock raising,

forestry and fisheries) accounted for an annual average share of 51.3 per cent of

GDP, with fanning alone contributing 50 per cent.
The Agricultural Sector, which
is a determining factor in development of the economy suffered from the drastic
effects of a cycle of unfavourable weather.
Given the soil structure in Guinea-

Bissau, twto other factors seem to have influenced agricultural production aside

from the climate:
structural and institutional.
The structural factors relate
primarily to traditional production methods, lack of a soil use policy leading
to cultivation of only 30 per cent of arable land and under-investments in terms
of backward
(fertilizer, pesticides, farm equipment,,etc.) and forward linkage

in the production' cycle which delayed the installation of industries tP support
the farm sector. Institutional factors include the inadequacy of the marketing

and distribution system.
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381.
In addition, the monetized sector of the economy has been unable to provide
rural inhabitants with the essential goods and products they need, which are
usually imported.
This has resulted in substantial reduction of domestic farm
output reaching the market while an increasing share of this production is channelled
to neighbouring countries, with a preference shown for direct trade with private
intermediaries and payments made in foreign exchange even on terms extremely
unfavourable to the farmers. These parallel channels have distorted the farm price
system and strongly eroded the purchasing power of the national currency.

382.

Inspite of the retarding efforts by these various factors the primary sector

registered positive growth in 1981 and 1982, with gains in value added amounting
to 8.1 and 10.5 per cent respectively. Thereafter the agricultural sector
deteriorated drastically/ with growth rates amounting to -10 per cent in real
terms in 1983 and 1984.

383.

At the production level rice and other cereals (millet, sorghum, maize and

bulrush millet) accounted for 70 per cent of value added in the sector, while the
remaining 30 per cent came from a wide range of products: cashewnuts, coconuts,
palm oil, bananas, manioc and cotton. Food production in 1981 and 1982 was normal,
although1 annual cereal shortfalls came to about 27,500 tons. This deficit
expanded'by an annual average of 54 per cent in 1983 and 1984,or 42,500 tons a
year. Food donations have covered most of these shortages. Given the present

low productivity rate and the agricultural development potential, food self-

sufficiency' is a fairly'iinrcalistic short-ten; £oal for the country. Current herds
are'estimated'at<258,000. cattle,- 300,000 goats and 122,000 hogs. '
■'■'■
'"'■

384.
There is also a significant forestry potential consisting of an' estimated
2.5 million ha., which makes this sector the keystone of economic rehabilitation
and stabilization policy (especially in view of the maximization of export earn
ings) . Potential fishing catch is estimated at 250,000 to 350,000 tons without
endangering ecological balance^-

385.

The manufacturing sector continues to be dominated by the agro-food sub-

sector. iTith 1:2 per cent of the gainfully employed population, 7 per cent of
exports and 17 per cent of gross national fixed capital formation, the sector
accounts for about 8 per cent of GDP, dyer the period .its average annual growth

has been negative, around -2.6 per cent in real terms.

This situation'was partly

created fcy the failure to conduct prior technical and economic studies for
industrial units in operation. There have also been significant productivity

losses and even production stoppages because of a lack of skilled personnel, raw

materials and sp&re parts.
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386.

■

, T

.

C.

'lining

,:.-.■■■■

The subsoil of Guinea-Bissau contains sizeable reserves of bauxite,

phosphates% oil and chlorites. Consequently tbs mining sector has the third
largest,potential for development after farming and forestry.
At present the
value added by extractive industries is insignificant but sizeable investments
are planned under the stabilization programme to activate this sector.

D.
387.

Tran sport_ aJ}d_comnjuni cat ion si_ en er2y_and_ services

The lack of transport and communications infrastructure is one of the main

bottlenecks to economic and

social development in Guinea-Bissau since farm pro

duction centres are cut off from the principal processing centres and export ports.

The energy sector is weak, with only 0.5 per cent of GDP, while services, with 15.6
per cent of GDP, has undergone the same recession as almost all other sectors of

the economy to which it is closely linke'd.
In real terms these three sectors
showed average arniual growth rates of -7.8, -1.6 and -2.6 per cent respectively.
E.

388.

Ke£lth_and_education

The social sector lacks infrastructure.

The major social indicators between

1981 and 1984 were 50 per cent enrolment in basic education, with a high dtfqpgut

rate, an infant mortality of 200 per 1,000, a ratio of one doctor for every 8,600
inhabitants and one nurse for every 2,000, and easy access to drinking water for
only 5 per cent of the population.

F.
389.

OtherJsectors .

Trade with an average annual growth of 0.2 per cent, contributes about 10.2

per cent of GDP.
This semi-stagnation is caused by a breakdown of the trading
system and by the vicious circle created by domestic capital outlays depending
extensively on external aid and a rural population that is largely self-sufficient,
supplementing its needs through sales and seasonal migration to neighbouring
countries.

390.

Growth of the construction and public works sector has been restricted by

structural constraints such as:
(a) a preponderance of individualized construction
with a poor performance record and frequent raw material shortages;
(b) insuf
ficient external financing support;
the sector's development.

annual growth of -3.6 per cent

VII.
391.

and

(c)

lack of a legal provision governing

Its share of GDP has remained stable, with an average
in real tarms.

IMPLEMENTATION OF THE SUBSTANTIAL NEW PROGRAMME OP ACTION

With a view to carrying out the decisions of the Paris Conference on the

Least Developed Countries, the Republic of Guinea-Bissau organized a donors* round
table, with UNDP assistance, from 21 to 23 May 1984.
This meeting called for
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external aid to support the country's economic and financial stabilization
The programme submitted consisted of the following
Bubprogrammes:
(i) production re-organization and recovery;
(ii) stabilization of public

programme.

finances;, f(iii) reduction of the trade deficit through preparation of an import
programme;; (iv) balance-of-payments support and either the cancellation or;
renegotiation of .the external, debt and reconsti^ution of reserves;
and (\r)

assistance to;.«nd strengthening of institutional mechanisms*.and .structures of
economic management.

392.

,

.

■-.

,: r-.-■

External assistance requirements total $US 599.5 million., of which $310

million is directly project^related,

Responses to'this request have been modest.

Donors suggested that the country should intensely pursue its short-term stabili

zation programme with the.'IMF.' Multilateral consultations between the World Bank,

the IMF and the authorxt'i&s of Guinea-Bissau are aiined at rapid and effective
mobilization of comrnit3hetit.s.' In order to monitor the use of external aid received,

the country;has agreed to furnish donors with an annual report on the implementation

of external aid programmes in Guinea-Bissau.

The assential goal of such external

aid will be to support the development effort in Guinea-Bissau and ensure the'
success of the'first development plan and stabilization programme.
:
VIII.

MEDIUM-TERM PROSPECTS

393.
The development outlook for Guinea-Eissau is promising, despite its '
structural imbalance an&'&ifficult economic situation.
11; has an impressive

development potential'and international'support for the stabilization>rogramme.

The letter of "intent signed with the IMF on 2t August 1984, together^with current

negotiations with the World Bank, hold out hope that the assistance requested by
the country will be forthcoming in the very near future.
Growth prospects in

1985 are encouraging with a projected'GDP growth rate of 3.9 per cent in real

terms depending on a cj,l per cent growth in real -terns forecast for thc' agricultural sector.
■.
;
■

'

t'P.C
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LESOTHO

I.

OVERALL GROWTH FERF0RMK3S

, between 1981/84, there has been a considerable slowdown in the overall
growth performance of the
by the
Africa^

Lesotho economy which is, to

substantial reduction in Basotho migrant
constituting,

on the

average,

well

a large extentt

labour remittances

over 40 per cent

explained

from South

of GNP annually.

The economy had entered a recessionary phase since 1982 when the real rate of
growth of GDP declined from 3«5 per cent in 1981 to around 2O2 per cent in 1982
caused by the poor performance of the mining and construction sectors.
production,

especially of food crops,

deteriorated sharply as

Agricultural

a result of three

consecutive years (198I-I983) of persistent bad. weather conditions, particularly
the drought, which rocchsd a orisis point in 19S4 and crop harvest for the year
is estimated to be

35 per cent below normal output.

Interest rates

in the Rand

Monetary Area increased considerably for most of 1983» resulting in reduction in
the growth of bank credit

as

the Government resorted to expenditure restraints.

The rate of inflation reached a record level of 20 per cent in 1983*
II.

MAJOR SEVELOPMSNT PROBLEMS AHD POLICIES

395. Lesotho is a land-locked LDC with a limited resource base and its geographical
position and economic dependence

on South Africa through the Southern African

Customs.Union arrangement reinforce the

country's vulnerability to an industrialised

market which provides 90 per cent of its export
ments.

and 95 Per cent of import require

The policy of the South African Government to reduce the

neighbouring migrant workers has serious
structure

implications

influx of

on Lesotho*s employment

and migrant remittances which constitute a very high proportion of GNP.,

This situation has been compounded by adverse weather conditions,
drought which has inflicted serious damages to crop harvest,
grains,

especially the

particularly of food

FAO has identified Lesotho as one of 24 food-deficit African countries and

food aid needs for 1984/85 are estimated at 70,000 tons of cereal0
396. Against this background, the Government had enunciated a series of policy

measures in the Third Five-Year Plan (FY I980/8I-FY 1984/85) aimed at alleviating the
country's worsening economic conditionsa

These measures

include,

inter

emphasis on domestic employment generation activitins in the directly productive

sectors, particularly agriculture, mining and construction and related tertiary service?
in response to a projected increase in the labour force to 91,800 during the Plan

period and annual wage employment of 11,000? transformational investment in the
rural sector through provision of basic economic and social infrastructure and

enhancing the role of women in development; projecting and exploiting the land and
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water resource "base through soil conservation and afforestation; and above all
encouraging mass participation in the development process.
'
'
397. The Government had set itself a target in its food self-sufficiency programme
and emphasis directed at the rural sector, whore over 38 per cent of the population

live and depend mainly on subsistence farming.

The programme envisages increased ferel

of agricultural production, particularly of food crops. In other areas, public
expenditure restraints, notably with respect to recurrent expenditure, will be
pursued and domestic and external commercial hank credits will be curtailed in

order to restore the necessary balances in the oudget and the external payments

position.

.III,

DOKSS'HC EXPENDITURE

398 According to latest 3CA estimates, the struct-ore cf domestic expenditure on
GDP between PT 1932/83 and FY 1983/84, indicate that public and private con-

InTlQ^/ST1^68 re00rd8d 3Ul3Stantial in°reaSeS relative to the previous years.
by 12
12 per
per cent
cent compared
compare
Ito w
^lll/Jt'
° COnSmiptlOn
expenditure
increased by
FY 1982/83 levels
Al
i
i

A.lower increase is projected for PI 1984/85 at 6 2 per

cent, m view of the anticipated cuts in recurrent expenditure and stagnation in

bank credits. On the other hand, private consumption expenditure in FT 1983/84
is estimated to increase by 18 per cent over FY 1982/83 but compared to SY 1984/85 the

increase is expected to be. around 18 per cent over the previous fiscal year.

Xf /°rmat'°n/oinOreaSed by ^ annnal a™e of 5-4 per cent during

^ imM■ ^ 1

-

Jtd

by 12O4 per cent in

Gross

py

because of expected increased private sector contribution to domestic invest

ment, averaging around 6 per cent during the periodQ
IV.

PUBLIC FT NANCE

netesstr^o s^r^
** ^^^ ^^ ±n M 1982/83 which took ini;o amount the
ervlce -Large short-term public debt acquired in Fv 1980/81 and

w iQft /«

!L+V

t0 finan°e the bUdgSt defi0it: ^e high-level commitment en local recurrent

cost financing of externally funded development projects; the need to reduce t£
ZTTJ W3S±r ^ ineffiOien°y in government and public total expenditures and
the declining-trena in recurrent revenues in real terms.

Anticipated actual

■:

recurrent expenditure in PY 1983/84 was H 115.5 million compared with actual recurrent
expenditure of M 121.7 million in PY 1982/83 while capital expenditure rose

slightly from M 63.5 million to M 65 million as a result cf public expenditure

^U 0I caP1"Ca'l to total expenditure declined from 36.5 per cent

^ to 34^3 per cent in FT 1982/83 and to 25 per cent in PY 1983/84*
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400. In FT 1983/84, projected actual revenue was M 197-4 million as compared to
the FT 1932/83 level of H 144-2 million. The Government continues to rely heavily on
customs revenue fron the Southern African Customs Union arrangement which amounted

to M 76.7 million in FT 1932/83 or 53»2~ per oent of total revenue and budgeted
to be_as much as H 110 million or about 66 per cent of total recurrent revenue in

FT 1933/84-

As a result of the high increase in interest rates in the Rand

Monetary Area, recourse to bank borrowing to finance the budget deficit was restrained
substantially.

As a proportion of GDP, the budget deficit decreased by more than

half'between FT 1981/82 and FT 1983/84 and was about 17 per cent of total GDP in
FT 1991/32, 11 per cent in FT 1982/83 and 7 per cent in FT 1983/84, However,
original estimates, of the budget deficit of M 38,3 million in FT 1983/84 were

exceeded by M 6.2 million as a result of unbudgeted provision for repayments of
M 15 million loan acquired in 198I from the South African Reserve Bank.

401. In FY 1984/85, total budget expenditure is expected to be around M 314,6 million
of which recurrent and capital expenditure account for M 124,1 million and
M 119.2 million, respectively which will be financed from an. .anticipated total
revenue,

including grants,development receipts

and concessionary grants of

M 312.1 million, leaving a budget gap of M 2O5 million to be financed through
domestic bank creditso

V.

EXTERNAL TRADE, BALANCE OF PAYMENTS AND EXTERNAL DEBT

402. Lesotho has experienced a persistent deficit on the external trade balance

since 1981 which is mainly caused by the depressed market demand conditions for
diamond,

its major export commodity, ' ..The total value of exports on f 0ooba basis

declined sharply from li 40 million in 1-9S2 to U 2'j million in 1933 which is mainly
attributed to the closure of ono major diamond mine towards the end of 1982O
Imports, on coi,f= basis,increased "oy 19 per oent from K 41$ million to M 465 million

during the same period. However, the Grade deficit was mitigated by the substantial
increases in Basotho .nigrant labour remittances which rose from M 356 million in

1982 to M 416 million in 1983.

The poor crop harvest due to the drought was reflected

in the increase of unrequited transfers (food aid) which rose from M 64.2 million

in 1982 to M 84 million in 1983. The current account deficit which stood at
M 34 million was mainly financed by long-term capital inflow. When short-term

borrowing is excluded from the overall balance of payments, a substantial deficit
is recorded for the l£8l/83 period.
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VI.

REVIEW OP SECTORAL PERFORMANCE
A,

Pood and agriculture

403. The erratic weather conditions during I98I-I984, especially the drought of
April 1982 and its recurrence in 1984, and tlio.Govoro temperatures experienced
between November 1982 and February 1933 have adversely affected agricultural produc
tion, especially of major food grains. Maize production was estimated at 76,200

metric tons in 1982/33 which is 6,300 tons belou the production level of 198l/32n

Sorghum was estimated at 30,729 tons, wheat at 14,810 tons, beans at 1,524 tons and
peas at 2,367 tons. As a result of the drought, the Government's food self-

sufficiency programme (FSSP), which is in line with objectives of the GHPAt v/as

severely constrained as production targets fell far below those envisaged in the

programme.

In 1984/85, the FSSP will receive M 11 million, which is around 9 .per

cent of the capital expenditure on the budget.

Pood aid needs in cereals for

1984/65 are estimated at 70,000 tons and pledges including undelivered carry-over

from 1983/84 total 61,000 tons,

Bs

Manufacturing

404. The impact of bhe decline in animal.production on wool processing industries
has hindered the overall growth performance of the manufacturing sector over the
past few years. <Ehe share of manufacturing in GDP declined from 4,6 per cent in

1901 to 4a per cent in 19&2.

In order to enhance overall manufacturing output,

the Lesotho National Development Corporation (lhdc) continues to intensify its
assistance programme and in 1933/34, 12 industrial projects were to be created

providing 1,300 jobs in addition to the 3,500 employment places provided by 26 new

establishments in 1982/83,

G,

Mining

405. The mining sector is dominated by diamond which is the principal mineral and
mam export commodity.

The sector's performance

has been adversely affected ^j

the depressed world market demand conditions for the gem0

The average growth rate

of mining which declinodto 1 per cent in FY I9S1/82 from a level of 5 per cent in

FY 1980/81 is attributed to the closing down of the Lateng-la-Tardi diamond mine
at the end of 1982.

VII.

OVERVIEW OF THE IMPLEMENT ATI ON OF THE SNPA

406.Lesotho has organized a series of Rouncltablu meetings with donors dating as
far back as 1972. m the context of the SNPA, the Government of Lesotho convened
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a donors meeting in May 1984 with the assistance of UNDP at which time public
sector investment programme costing M 490 million was presented.

In FY 1982/83-

5Y 1983/84, Losotho's immediate external assistance requirements were estimated at
around H 37 million annually for water resources development, rural and social

infrastructure, ^riculture, employment generation activities and mineral .resources
lout the decline in ODA flows in 1982 must have affected project implementation
during the period,.

407. With respect to external assistance during 19ol/83, total net ODA flows to
Lesotho from LAC.countries, multilateral agencies and OPEC amounted to |US 101

million ..in 1981, $89 = 6 million in 1982 and $101,3 million in 1983=
'

VIII.

MEDIUM-T3RM PROSPECTS

408. The prevailing drought conditions which in 1984 are expected to be more severe,
make ,f.the. outlook for the year particularly grim and. prospects for 1985 axe also
bleak with respect to early economic recovery, The restraint on development
expenditure-and the reduced volume of external assistance will tend to limit the
Government's-ability to pursue expansionary programmes.
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I.

OVERflTL 'GROtfEH PEKPOHmCE

409. The Malawian economy had recovered slightly from the 1979-1981 recession
during which real G2P growth raLe plisrcsted fyxm a Level of 5.S per cent in
1979 to a A-nere 0.-4 per c^t x±- llUjQ and decl-avici tLrth^r by 0.8 per cent in
1981.
Almost all tfca sectors :'ji the economy declined during 1979-1981 and
government deficit as percentage of GDP increased from 5 c,~x cent in 19771978 to 11 pei* cent in 19**l-l:i82.
The ecanacy recovered slightly in 1982
with a real Q)P growth rate of 2,9 per cent,
In 1983, 3. growth rate of 4.9
per cent was registered mainly as a result of positive t-jrtrath in almost all
sectors.
However, according to latest forecast,, real GLP growth rate in 1984
is expected to be Icwer than in 1$S3? at 3.9 par sent, a<j& to the spasmodic
performance of the agricultural sootcr vhich depends on ^i?eatber conditions and
international price situations.

410. Overall agricultural output: dropped frcto 5.2 per cent in 1982 to 3.2 per

cent in 1983 due to the decline in escape agriculture outpofc frcn£i(21.4 per cent

in 1982 to 5.4 per cent in I983)oause5 by pjdverso weather conditions/

especially the drought., and also transport difficulties,
rcwever, agriculture
is forecast to increase by 2.S per cent in 3.934.
As for the Tianufacturing
sector, incraasir'g denend xor .locally ipr/m-'factured products for the datiestic
market estirrated at 17,7 per ctxc, coupled w.-.tl"i hi.gi)er industrial capacity
output in export-oriented agro-bajed industries, led to fm increase of 15.4
per cent in 1983 as ccarpaxed to a recritive crcwth of 6,6 per cent in 1982.

411. Until the lift 1.970)3 the i'^iirj*)iE*» eccnaw v;a=5 experiencing a rapid economic
growth based largej.y on acricu.\t\iral prcductio:* oriented towards the export
market and the attairansnV. of frrl ^elf-svifflcieno\'.,
lizi ocon-'^ry sustained a
relative iiiyh rate oi oori^bcic re^oiveej if^bxlizatiicn and investment, vdthout
incurring large fiscal or external imbalances.
During the 1979-1981 recession,
the econonr/ enteric*:* -^ 'Sn-t p.'.y ;V^ rjai.nly to -I.sl:?'cqv.& ttyond tha control of
the government.
I-nrr^^s^^ in i^orl^ prices of energy confined with a fall in

the prices of the country's ioajor exports (tobacco, tea and sugar) caused
a considerable dacljns in die torms of trade.
High interest ratas on the
j aternatiunal financial markets at a time when Malawi had resorted to large
scale connv3rcial borrowing led to a steep increase in debt service obligations.
The drought of 1979 and .1980 resulted in the partial failure of -che maize
harvest and the need for etriergency cereal imports in 3.981 thus increasing
the food iisport bills.
Disruptions on the rail link to the raain ports

hand'I ing the bulk of the country's external trade lod to high transportation
cost and delays in the ficw of ssecntial imports such as fuel and fertilizer
and the shipnanfc of some valuable corraiocitiesf notably sugar.
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412. The above problems ouiuiihuted significantly to the worsening of the
country's financial position, notably, government deficit as a percentage

of C35P increased from 6 per cent in 1977-1978 to 11 per cent in 1981-1982;
the budget and ba3ance-of-payments deficits reached unsustainable levels and.
were financed substantially from external borrordug on concessional terms
thus raising the debt service burden.
413. In response to these ecoiiomic problems, and the underlying structural

weakness of the economy, the Malawi Government, in consultation" with the

*forld Bank and the IMF worked out a stabilization programme in FY1S80/81,

which were supported hy a three-year stand-by arrangement with the IMF and
tvro structural adjustment loans from the ftbrlct'Bank, one on IDA terms approved
in December 1983. The programme focussed on measures to improve the
performance of the productive sectors, especially agriculture; mobilize and
properly manage domestic as well as external resources and to strengthen key
institutions'. Shus the Ttorld Bank loan was utilized to restructure the domestic
structure of output and the I;F borrowings were used to restore the country's
external competitiveness and improve financial nanageroant.
;:
414. In &pril, 1982 the Malawi Kwacha was devalued by 15 per cant vis^a-vis
the SDR-to which it is pegged and by a fur-cfter j.2 per cent in. September 1983,
in order to rationalize import demand, provide incentives for export products
and encourage donestic substitutes for iitported raw materials where ever
possible. Also in 1982,. small holder agricultural producer prices were
*
allowed to increase by an average of about 26 per cent,° a proportion of
fertilizer subsidies was reduced with Immediate effect and other subsidies
were phased over a period of two years; and measures were taken by Government
to reduce the overall deficit as a percentage of (3DPO
III.

DOMESTIC EXPENDITURES

415. During 1980-1983p iinport volumes increased on average, and as indicated
by end-use, the imports were mainly for investment purposes rather than for
consunption.

However, gross fixed capital fonrcation as proportion of GDP

had fallen significantly from 25.7 per cent in 1980 to 16 per ofertf in 1982 with
a slight increase of 0.3 per cent in 1933 over the 1982 levels. Obtal

consunption accounted for 86 per cent of GDP in 1983 as compared tb 84 per

cent in 1982 ^because of increases in government consumption from J6.3 per cent
to 16.4 per'Cent during the s&se period.

;

416, The increased share of public and private consumption in GDP had a
negative impact'on both domestic and national savings, which declined in
their relative share in GDP. National savings ratio to GDP declined by

3.4 per cent in 1932 and 12,1 per cent in 1983 thus indicating an increased

reliance on foreign capital formation which constituted 46.9 per cent of

;'

'

total sUwestmBnt in 1983 as compared to 35,4 per cent in'1982. Domestic
•:
savings declined fran 15.7 per cent in 1932 to a level of "14.1-per cent in
■"•'
1983 although this trend is an improvement over the 1980 and 1981 levels of
11.3 and 13.4 per cent, respectivelv,
^

.
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IV.

PUBLIC FINfilCE

417. The actual revenue-out-turn in"EY1982/G3 was around iMK 244e million, an
increase of. 10.4 per cent over the FY1981/82 level of MK 221 million which is
attriijuted mainly to a 16 per cent growth in revenues. Grants receipts decreased

in F/1982/C3 to MK 41.7 million as against l-ZK 42.2 million in EY1981/82,

Ttotal

expenditures increased slightly by l.S per cent to a level of MK 400,3 million

in FY1982/83, of which development and recurrent expenditures accounted for'

MK 260.7 million and KM 139O6 million, respectively. Overall budget deficit
was MK 114.3 million in FY1982/83, an equivalent of 8,1 per cent of GDP, 64
per cent of which was financed by net foreign borrowing.
418. In the revised 1983/84 budget, total revenue and grants is estimated at
MK 320.6 million which is a 12.1 per cent increase over FY. 1982/83 as tax
revenue is projected to increase from MK 207.7 million to MK 233 million
during the same period. Recurrent expenditure is estimated to increase by
7-9 per cent to KK 281.4 million as compared to MK 266.0 million in BY 1982/83
and development expenditure by 4.6 per cent to HK 146,0 million,
The overall
budget deficit for FY 1983/84 is expected to drop to MK 106.8 million, an
equivalent of 6.1 per cent of GDP, vhich will be partly financed by external
borrowing amounting to MK 74.6 million.
'
419. The burden of public debt has been growing very heavily since 1979 such
that by FY ,\981/82> the total -debt had clinfoed up to m 93=08 million, 65 per
cent of which, or MK 60.52 million, was for external debt servicing. The

government entered into'negotiations on debt re-scheduling in 1982 and as

;

' :

a result, debt relief was provided which reduced external debt servicing by
34 £er cent in FY 1982/83 from MK 57.7:2 million to m 38O1 million. Consequently
the debt service ratio declined from 22.4 per cent in FY- 1981/82 to 15 per
cent in FY 1982/83,
V.

EKTERWAL,TRADEr BALANCE OF PAYMENTS ABD EXTERNAL DEBT

. ■

.

:

420. During 1980-1981, export growth declined from 33 per cent in 1980 to 7
per cent in 1981 which was attributed mainly to the sharp fall in the value
of exports of groundnuts and tobacco. Despite the economic recovery in 1983?

the external sector continued to:exert pressure on the growth potential of
output.

The visible trade balance deteriorated sharply to approximately

MK 121.2 million in 1983 from r*K 52.3 million in 1982 due to"a 3 = 1 per cent

decline in total export receipts "coupled-with an 18.8 per cent increase in
import requirements, on a-c.i.f. basis/from I-SK 322.1 niilicn in 1982 to about '
I-iK 382=7 million in 1983, As a whole, the balance on the current account

deteriorated from m 113,9 in 1982 to HK 178.8 million 1983,

421. The high transport cost and high interest payment on external borrowings

led to an increase in non-factor pawiehts from about HK 143 million in 1962
to MK 185 million in 1983, as well as a slight change in net private transfers
during the same period, Net long-term capital flows as proportion of
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declined from 7.6 per cent in 1S£1 to 3 per cent and 2 per cent in 1982 and
1983 respectively, or in absolute terms from MK 41,3 million in 1982 to
MK 38.3 million in 1983.;, As a result of these developments, the overall

balanced-payments deficit, excluding debt relief, almost doubled from
MK 66,4 milTion in 1982 to MK 123.5 million in 1983 as ccmpared to a deficit
of MK 34»9,milUon in 1981O
■VI.

REVIEW OF SECTORAL PERFORMANCE

a

-M B

Food'
and | rsericulture
■_^
-tWt-.. _
_
_

422. The recovery of the agricultural sector in 1983. when a real growth rate
of 5-8 per. cent was registered as compared to a decline of; 4.-9 per cent in
1980^,was constrained mainly by the weather aDnditions during the 1982/1,983

growing season which was characterized by an uneven distribution of rainfall,

particularly in the southern region, where there was prolonged drought from
mid-December 1982 to late January 1983. Iheoa climatic factors, coupled
with late,deliveries of fertilizer, was responsible for lower agricultural
output in 1982/1983. Consequently, the purchases of small holder crops by

the government produce purchasing agency, ADMBRE, fell fran 302,5QQ metric

tons in 1982 to 291,000 metric tons in 1983, representing a decline or" 3.5
per cent- Despite the fall in iVCMAKB purchases, the value paid to fanners
increased by 9.1 per cant £rum iit< **I-7 million in 1982 to MK 45-8 million
in 1983 as a result of increases in producer prices for tobacco, groundnuts
and,cotton.
On the whole the rate of growth in the a^icultural sector
dropped from 5.9 per cent in 1981/82 to 3.2 per cent in 1982/83.

423. Malawi is self-sufficient in food production and the basic objectives
of the Government's agricultural policy is to maintain food self-sufficiency,
expand exports and improve rural inoomzs.
Tka Government initiated a national
rural development progransne {NOT*) in 1973 covering 691,000 families or 58
, per cent of all rural households and between 1984 - 1990, the Government
intends to cover the ronaining 42 per cent through the help of external

assistance of MK 176.6 million. Ibtal investment in the agricultural sector
during 1984-1990 is estimated at m 368 million, of which MK 13 = 1 million will
be earmarked for crop develcpirisnt? MK 36 million for investment in support

activities (research, equipment, etc.) and MR 49 million for livestock

"!"

development.

.

'■ .

B«

Manufacturing

..

424.The manufacturing sector recorded a very high growth rate of 15.4 per
cent in 1983 compared with the 1932 index of manufacturing output which
declined by 6.6 per cent. Such high growth rate attained in 1983 is explained
by the remarkable increases in the production of food, beverages, tobacco,
intermediate goods for building and construction and the production of edi&le

oils and fats.

Ifte performance was also ireBe possible by the iirpact of t^e:.

general increase in income and thus the resultant high purchasing power which
increased demand for output of goods manufactured basically for the domestic
market. The overall 15.4 per cant in manufacturing output in 1983 is also
j ;

a reflection of movement towards hiqher industrial capacity utilization.

'
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C.

Human resources and social development

425. The total paid employment in Malawi decreased by 11 per cent front 367,000
in 1980 to 328, 00 in 1981 but preliminary estimate indicate a 5 per cent
increase in 1982 to 344 f 000. This structure of paid employment ip.inainly
due to the instability in the economic performance of both the private and
public sectors over the years, particularly in 1982, when, because of
unfavourable conditions, the private sector had to declare redundancy in
a number of manufacturing establishments. The public sector also laid off
people because of unfavourable weather conditions, adjustment of work systems
and the general rise in production costs. The country experiences an acute
,
shortage of manpower in professional fields and measures have been taken to
train Malawians in various priority areas. Priority will be given to primary
schooling which will take about one third of the education budget and also,,
training at the technical level.
426. m the health field, the objective of the Government is to provide a
L
social health service delivery system capable of preventing,; reducing and
curing diseases, protecting life and increasing productivity, The country
has a 10-yfcar National Health Plan, 1978-1988 which emphasizes health
infrastructure, manpower development, national and child health care systems;-f
ccmnunicable disease control, environmental sanitation and primary health ;:

care. In 1982/83, total expenditure in the health sector was around MK 17
million for the development of the requisite infrastructure and manpower and
the purchase of essential medical needs.
D.

.

.

Energy resources

427. in 1983, the energy sector was characterized by the continued supply
problems for petroleum products, fuelwood and coal. The introduction of ethanol
as a blend mixture in petrol in September 1982 saved the country some

foreign exchange on petroleum imports. Nonetheless, transport bottlenecks
on the main Beira trade route has kept procurement cost of petroleum products,
quite high. Demand for petrol is expected to increase by 8 per cent, diesel
by 9 per cent and paraffin by 2 per cent or in absolute terms 55 million 1,
73 million 1 and 4 million 1 respectively.

428. cn the other hand, supply of petrol is expected to be 44 million 1, 75 .million 1
for diesel and 6 million 1 for paraffin. Ethanol production is expected to
increase to about 10 million 1 in 1984.

429,: Due to deforestation, fuelwood supply has been on a steady decline

1980 and in 1983, the annual supply was'about 7 million m3 and it is expected
to drop to an estimated 6.5 million m3 in 1984= Tfe increase supply, the ; .
Government is encouraging small holders, estate owners and other institutixtos
to olant trees apd assistance is being provided in the form of seedlings and
seeds, extension services, etc. Ohe Government itself is establishing 13,000
ha of wood energy plantations in the country. The demand for fuelwoodis
on the increase reaching a level of 13 million m3 in 1933 which was mainly
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construed *>y rural households (5.3 million m3 urban users (1.3 million ra3),
tobacco farmers (4.3 million m3} and other industries,: such as tea, etc.
(2.1 million m3). However, total deir^nd is expected to fall by 3.4 per
cent in 1984 but a supply gap of 6.5 Trillion is still imminent.
To reduce
the excalation of demand;, the Govemnent is studying the potential for more

effective use of fueiwood and exploring the feasibility of alternate sources
of energy, such as solar.

450. The suP0y and demand of, electricity has been increasing steadily in
Malawi.
In 1983g supply is estimated at 422 million Gwh and is projected to
grow by 4.6 per cent in 1984 to 441 million GSi while consumption in the
same year is estimated at 371 million GWh and projected to increase by
4e6 per: cent to 38S million (Mi in 1984.
Although other energy sectors had
experienced supply constraints, electricity demand and supply had followed
its upward trend because of the availability of anple indigeneous hydropower
and the ease with which financing for development projects in the subsector
is acquired, The Government is currently carrying out a study to ensure
a least-cost generation and transmission of hydropower.

451. - Malawi is a land-locked country and its external trade is heavily dependent
on transit through neighbouring countries which makes it imperative for

adequate transport links to be developed to the sea ports, such as Eiera
and Nakala in Mozambique, and a cost efficient inter-^odal transport system.
To provide a direct road link between <felawi and the Tanzanian sea port of
Dar-es-Salaamrr a bitumen road from Karrage to Ibanda is to be constructed.
The net addition to the roa£ length as of Seceraber 19S3 was only 1,414 ftn
although a major proportion of public .investment is now directed at improving
the existing road network of approximately 11*542" Km« The total rail route
is approximately 733 Jto and rail passengers increased substantially between
1980-1983 in terms of passengers moved, from 1,267,,000 in 1980 to 1,565,000
in 1983,

VII.

OTEHVIEW OF THE ARRANGEMENTS FOR THE IMPUEWHSEKPICN OF
THE SUBSTANTIAL NEW PROGHALf-3E OF ACTION (SNPA)

432. The Malawi Government had established a national focal point in the
Ministry of Finance for the monitoring and follow-up of the implementation of
the SMPA.
Vtt*-Jn the assistance of UNDP, a Rpundtable conference with donors
was convened in Blantyre, from 27 to 2? February 1984 whose main objective
was to initiate a policy dialogue with development partners and to seek financial

and technical assistance for tlie :iinpleinentation of the country's public

investment programmes and projects for the period 1984/85-1988/89 involving
investment of 14K lf329 million. Malawi ss external aid receipts fron DAC donors

anc" multilateral agencies reached an annual level of $442 million in 1980,

declining to $137 million in 1931 and $121 Pillion in 1S82.
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433. As part of a phase implementation process, the Government had worked out
a central government investment programs with the vtorld Bank and. the IKF.

The funding requirements envisaged for this core prograrrme, 1983/84-1985/86,
is estimated at MK 531.6 million, the bulk of which goes to agriculture MK
104.9 million or about 20 per cent^ transport, posts and telecommunjcations
account for 33 per cent or m 111 million5 and education and culture 10.3 per

cent or MK 54,8 million.

The foreign component of the core investsrent programme

is fully funded in the base year, 1983/S4, 87 per cent in 1984/05 .and 77 per
cent in 1985/86. In absolute terms, this constitutes a total foreign financing
of MK 445 million over the period of which MK 384,1 million has been acquired."
VIII.

MEETOMEBM PROSPECTS

434. Even though the Malawian economy had registered a healthy growth rate in
1983 at 4.9 per cent, the forecast for 1984 indicate that real GDP growth is
expected to be at most 3.9 per cent. The expected slow-down in GDP growth.is
attributed mainly to lower output levels forecast for estate agriculture
which is expected to decline by 8.8 per cent in 1934 compared with an increase
of 5.4 per cent in 1983. On the whole, an expected increase in growth of
5.6 per cent in saall holder agriculture vc-u.lt! r^'iigats the decline in estate
agriculture and the entire agricultural sector is therefore forecast to
increase by 2.5 per cent in 1984 as compared to 3 = 2 per cent in 1983..

435> Yh& Government's stabilisation prcgranwe which is desiqned to prorote
structural change and to address the related problems of slow economic growth
and financial imbalances include ipeasures to strengthen the productive
sectors, particularly the agricultural sector which will receive regular and

turely reviews of producer prices offered to srtalJ holders; improveinent of
incentives to productive enterprises, and the continuation of demand management
policies. Industrial policies will be geared towards agro-based manufacturing
activities and the promotion of increased production of exportable goods,
A phased liberalization of the existing price control mechanism will enable
domestic producers to set prices at market determined levels,
436. As a result of the above, ireasures and other policy actions, the Government

intends to achieve ar. overall annual SiP'growth rate of between 3.5 and 3n9 oer

cent during 1984-1988.

It is projected that agriculture output will increase

by an average annual rate of 3.5 per cent with estate agriculture contributing
4 per cent and the small holder subsector about 3.3 per cent. The manufacturing
sector is also projected to increase annually 'by 3.9'per cent. It is estimated
that improvement in the rate of gross fixed capital formation and domestic
savings will help finance a larger proportion of domestic investments while
reducing the rate of total consumption fran CS ;per cent of GDP in 1983 to

about 82 per cent in 1987 which will cane largely from restraining the growth
of expenditures on the budget. "Total revenues are estiinated to remain
at around 19 per cent of GDP, while total expenditures is.expected to-decline

from 25 per cent to 24 per cent and consequently tte overall budget deficit
is projected to decline from 6,3 per cent in FY 1933/84 to 4O2 per cent in

FY 1986/87.
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437. The current account deficit is expected to be reduced from 8.4 per cent
of GDP in 1983 to 4O3 per cent in 1987. Domestic imports are expected to
decline from 13 to 8 per cent during the period. Exports are projected to
grow at a faster rate than airports, resulting in an estimated increase in

the trade balance fran MK 18.8 million 'in 1983 to MK 68.8 million in\L987. >
Also the capital account balance is tp increase from m. 79.5 million in 1983

to MK 172.5 million in 1937. An improvement in the debt service ratio is
envisaged and it is forecast to decline from around 35 per cent to 25 per
cent during the period o
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MALI

I.

438.

OVERALL GROWTH PERFORMANCE

The difficult socio-economic conditions in Mali was reflectsd in a highly

unfavourable macro-economic^ growth trends. The GDP (at constant 1980 prices)
recorded a negative growth rate of nearly -.3 per cent in 1981 and -.3.2 per
cent in ..1982 .before cdging-iip by only 0,5 per cent in 1983. Available estimates point
to a-negative growth rate of -2.4 per cent in 1984. These unfavourable trends
were mainly due to the poor performance of the agricultural sector during the
period, which was the direct result of very low rainfall 3nd progressive deserti

fication which reduced the arable land area,

in absolute terms, GDP(at 1980

prices) was estimated to have increased from CPAP 300 billion in 1980 to CFAF
320 billion in 1984.

439.

The structure of GDP remained stable: farming, stock breeding and fisheries

accounted for 28 per cent, trade for 25 per cent, transport and communications
for 15 per cent and manufacturing for 9 per cent. The value added of the
secondary sector decreased in real terms by nearly 7 per cent while the value added
of the tertiary sector, especially services, grew by an annual average of about
o.j

per cent.

II.

MAJOR DEVELOPMENT PROBLEMS AND POLICIES

440. The difficult economic and social situation in Mali between 1981 and 1984
h™ k! ^J^ internal and eternal factors. Within the country, a continuing
h?? a£

disastrous effects on agriculture, the mainstay of the economy

while difficulties arose in managing the State sector despite efforts to reorganize

it. External factors included the crisis of the international monetary system
triggered by the soaring United States dollar, worsening terms of trade and a

deterioration in the country's external debt.

tl^/
?fi
transfers and applied

Under review' the countrv received considerable unrequited

a strict credit control policy which reduced the overall

balance-of-payments deficit and brought money supply expansion under control.

*bWe' Mal±'S main Probleras stem from the drought, some internal

\TT V apparentl* bein9 adjusted and an unfavourable international
which ^S Charac^erised h* soari*g ^terest rates and the skyrocketing US

^nn 7****™?'™"* acces* to money markets difficult and hampered the
tion of essential commodities.

Thus, efforts are focusing on increasing

both the production and productivity of the various sectors of the economy,

!i£«£

* aSS±gned to «**eulture. Technical supervisory and agricultural

have
b~n iT™?! T bfn^.reo^anized «* i-arJwt. for main agriculture products
nave been liberalized and prices adjusted.
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445,

The essence of the1 covern-n-r.nt' s policy is defined

year economic and social development olan.

in the 1981-1985 five-

' T^e objectives of the various

tehabilitation and recovery programmes implemented were the following:
(a) restructuring the -cereals -market,reorganising the rurr.I arsas, rehabilitating
and reviving the State sector,

establishing national .mechanisms for project

identification, preparation and evaluation, and (b) reorganizing public finances,
improving ■ the balance of pciytr^n.tG" bv limit irc-7 the external flebt and strictly''
controlling credits.

The two stand*-by arrangements signed with tie IMF provided

Mali with considerable drawing rights but no longer authorized
the extended facilities.

its access to

Similarly programmes ere currently being prepared

in co-operation with"'IBRD for the priority sectors and their implementation will
begin in 1986.
III.

EXPENDITURE ON GDP

444.
Between 1981 and 1984 demand was:characterized by: (a) a stabilization and
even a decline at the end of the period under consideration of gross domestic
expenditure at an annual average rate of about CFAF 350 billion (at 1980 prices);
.,(b>t<*in improvement in gross domestic savings from, 1982 onwards; and (c) a
substantial reduction in the fitnding deficit in real terms.
The main explanations
for. these trends are the policy for controlling the growth of consumption,
expecially public consumption (austerity budget policy), and the upturn in exports
after 1982 following a succession of excellent cotton seasons.

445.
Final consumption in constant prices increased from CFAF 335 billion in
1981 to 4O1 billion in 1984; at 1980 prices, final consumption dropped from CF&F, ..
298 billion to 282 billion, which was an average annual decrease of nearly 2 per
cent.
Thus,,gross domestic savings, which accounted'for only 1 per cent of GDP
in 1980 was estimated to have increased to 7 per cent in 1982 and then nearly
12. per cent in 1984. When compared to an average rate of investments of around
18 per cent of GD*> which regained stable durirg tho period, this corresponds to
an increase in domestic investment financing capacity.

446.

With an annual average growth o£ 18 per cent in exports and 16 per cent in

imports at current prices, the resource-gap increased from CFAF 625 billion in
1981 to CFAF 845 billion in 1984. This average increase of
10.6 per cent per
year in fact corresponds to an annual average decrease of about 34 per cent
because of the exceptionally high deficit in 1981, which was classified as a
crisis year because of the extent of the drought and of the recession which
affected all sectors of the Malian economy. (i ''"■
IV.

447.

PUBLIC FINANCES

Development in public finance

has been considerably affected by the

structural adjustment programme being implemented with the assistance of the IMF.
The stated objective is to bring the budget deficit to a managable level by

(a).improving the fiscal system(assessment and collection services, review of
' ; '
the;income structure)p and (b) strict control of expenditure '(keeping'a ceiling on

increases :in wage costs particularly by "introducing a new hiring system in the

civil service and giving priority-'to investment expenditure).
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443, The signing of a second Mali-PiF stand-by agreement for the period December
1983-March 1985 seems to indicate ah improvement in the management of public
finance-.
Indeed the budget deficit was cut by half between 1980 and 1981, from
CFKF 10 to 5 billion, where it stabilized in 1932 and 1983. Implementation of the

programme for the first six months of 1984 even showed a surplus of CFAF 2.6
billion. Expressed as a percentage of GDP, the budget deficit dropped from 3.3

per cent in 1980 to 1.5 per cent in 1984. These results were obtained because
revenue and expenditure increased at about the same rate (7.9 per cent for revenue
and 6.9 per cent for expenditure).

449.

-

The trends increases in revenue receipts and expenditures have as a whole

been in conformity with the above-mentioned objectives. The freeze in salaries
pending normal promotion and the application of a policy of selective provision of
fellowships made it possible to maintain the proportion of expenditure on
personnel in overall expenditure at about 73 per cent between 1980 and 1982 which
was further scaled down to 65 per cent. During that period the proportion of
investment expenditure increased from 2.5 per cent in 1930 to 7.2 per cent in 1983.
450. Annual revenues were made up of 20 per cent direct taxes, 27 per cent indirect
taxes and 30 per cent other duties and taxes; which is an outcome of tight

limitations on tax-free imports and indirect taxes.

,4.6 per cent, of GDP.

V.

:

The burden accounted for about

...-■■

EXTERNAL TRADE, BALANCE OF PAYMENTS AND EXTERNAL DEBT

45V- On ^e whole, trends in .external trade were dictated by agricultural exports

especially cotton which accounted for 41.5 per cent of total exports while imports
of food products accounted for about 24 per cent of total imports. Available
estimates indicate that the trade deficit narrowed down by 12 per cent in 1981
to CFAF 111 billion and reduced further in 1982 by 29 per cent and by about 10.3
per cent in.1983. This was due tot (a) a reduction of mora than 5 per cent in
the value of imports in 1982 as imports of machines and vehicles,which on the average
accounted for 28 per cent of the total, dropped sharply coupled with an increase
in exports of about 29.7 per cent; and (b) an increase of about 32.3 per cent
in the value of exports in 1983 which only slightly offset the effects of the

22.3 per cent increase in imports.,

452.

In short, the trade deficit was estimated to have decreased from CFAF 55.5

billion in.1981 to 43.5 billion in 1983, with the deficit at 43.5 billion in 1984.

These various developments were accompanied by an improvement inthecoverage "'
of imports by exports from 40 per cent in 1981 to 59 per cent in 1983. This
favourable trend seems to be tied to the increase in exports of 31 per cent, which

was much higher than that of imports of 7.6 per cent as an annual average during
the period.

453.

. ■

"

The balance on services, which was constantly ltv deficit during the period,

worsened by about 17.3 per cent and the shortfall in'the balance on goods and services,

which on the average was only.about 71, 81, 55 and'62 per cent in 1981, 1982, 1983
and 19,84 respectively,, was covered by net unrequited^ transfers. Wet capital flows,
which increased from CFAF 9.7 billion in 1981 to'93.4 biiliori(reflecting the debit
balance of the consolidated operations account) and took the overall balance-ofpayments deficit from CFAF 11.5 billion in 1981 to about 28 billion in 1984.
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The medium and long-term external debt of Mali, which grew by about 17 per

cent was relatively high because it accounted for around 127.5 per cent of GDP.

It should, however, be noted that it was acquired on relatively favourable terms:
at the end of 1982, 68 per cent of the CFAF 448.5 billion outstanding.?debt
had been granted at an average interest of 1.3 per cent and a grace period of
6.1 years.
Despite these concessional terms, the country still has problems ■

meeting its commitments, especially because .of .some financial problems facing -■»*

;-the ■public--Sector.

'

/'■■

[/,' .

'., .

^- ; .^ ., .,;..

^

455. According to available estimates, debt servicing absorbed CFAF 16.2 billion
in 1984 or 5.1 per cent of GDP; interest payment, accounted for about 68 per cent
of the service. The excessive debt burden, is a veritable bottleneck to Mali's
economic and" social development,^'.that it might hamper the flow of future

ass^istTance'.'

There is a need for'^e, country's external debt to..be renegotiated:

with Creditor nations and where possible, to be completely written, off, or re
scheduled over 30 or 40 years or repayments suspended for five to-10 years.
VI.
A.

456y

;'

SECTORAL PERFORMANCE
Food and agriculture

Despite the Government's efforts to regularly adjust producer prices,prSvide

financial and technical support for agricultural development andtliberalized;'r

markets, agricultural productionA^especially the production"of cereals,'Was :'; \severely affected by the limited,"irregular and unevenly distributed rainfall.

457. Thus, with the exception of the 1981-82 crop season, which recorded pro
duction increase of 24 per .cent,..,£he volume of cereals produced decreased Steadily
during the period:1; -24 per cent, in 1980-1981, -6 and
-9 per cent in 1982-198$

3^1983-1984 re'spWctlvely. . Raiiy-fed.crops, such as millet,: werfe aave'rsely

affected by successive shortfalls^ in rainfall, while irrigated crop# mainly1 "'
produced by *hfe Off ice du Niger such as rice were' affected .fry the law levels of

water
in the
Wjor
rivers , (tliger,
iani, .'Senegal),.,."'
: . . ■,
■-,'T..-t-f
■
'.."..
'-■ .."-.'■ "Y,'.' . " ■'■'
'
■-'■
'■-■■-■

,

-,-..--.■;.'■ ..- -•j'-r<i/•-■
■•..'..•
,

......<....>

f

;.,,.irs -I.-',

.

:■

AS^a Fr.r"iinr methods ->ro still triditionil resulting in low^jri*Jd-: '. Pecause
of the shortru;es nntJ the need to. buil^ u^ foo4 reserves in order to^ eliminate

speculation in prices, the Government had to import considerable amounts of cereals..
The volume of cereals purchased and donated rose^rom.,75^^00 tons in 1981 tc
138,000 tons' in ^984:, an average increase "of ,22^5;per, cent per year.

4S9-

slump

Cash crops production which is primarily,,cotton and ground-nuts,came out of the
of the" 198O-1981 and 1981-1^82 growing seasons-when .cotton production

fell by 19.5 per cent per year, arid ground-nut production decreased by an annual

average rate of 31.3 per cent. With the upsurge in the value of the US dollar;
cottonrfetched Setter prices and had a positive linkage .effect on other sectors

of the eebnomy by-increasing revenues and giving, fresh impetus-to textiles
induetKteB which had faced shortages of rav material inputs. Finally/ efforts to
reconstitute Mali's livestock herds were impeded by the continuing drought.

'

>

>;■
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B.

Manufacturing

460.
The manufacturing sector has remained almost stagnant. At the end of 1984
there was a slight upturn because of the regular supply of low-cost electricity
as a result of the entry into service of the Selihgiie dam and a good cotton
season.
The production index rose by 30 per cent to 148 for textiles industries
and dropped by 1.3 per cent for food industries.
C.

461.

Energy

-

The potential for electricity generation was considerably improved with the

start of operations of the Selingue Dam, which tfas an installed capacity of 200

million kwh. Although the output of the dam increased by around 76 per cent
between 1982 and 1984, it is still well below capacity and currently represents
only 60 per cent. The energy production index increased by 11.5 per cent during the
period.

D.

Mining

462. The world economic recession had an adverse effect on mining exploration and
resulted in the closure of mines and a build up of considerable stocks due to '
a decrease in world market.demand. Petroleum and urani>nn exploration is still '
going on and mining of the^Kalana deposits-has entered its active phase..
E.

463.

Other sectors

Because of heavy reliance on imported materials and the crisis at the

country's sole cement factory as a result of raw materials shortages and low output,
construction and public works industries showed a negative growth of about 12 7

per centra year during 1981-1984.

The services sector, which accounted for about

60 per ceut of activities, recorded a very low growth rate of about 3 per cent a
year despite an apparent improvement in commercial activity and in transport and
communications.

. : VII.

OVERVIEW OF THE I IMPLEMENTATION OF THE SNPA

464. Because of the above-mentioned financial constraints and following the Paris

Conference on least developed countries, Mali organized a roundtable

for donors

from 11 to 16 December 1982. At the roundtable
the financing requested was as
follows.; .(a) CFAF 539 billion for the 79 priority projects of the five-year plan;
and (b) $VS .300: mill ion as aid to finance essential imports.
',(. .
,,"-■

465.

in the light of the financing agreements signed On 29 February'1984* it

should be noted that out of the CFAF 162,4 billicn pledged at tfje xoundtabie '"'■"'. ','.

agreements in principle had been secured for CFfiF 61 > billion,1 of. whipli nearly ■,.'""

CFAP 26 billion have been secured and CFAF 15 billion utilized. For'the 79
-■■■
projects, the ratio of total financing acquired to total financing requested is
estimated at 10.1 per cent: 11.3 per cent for the rural sector, 11 per cent for
the secondary sector, 8.6 per cent for infrasturcture and 10.3 per cent for basic
initiatives. This review, which was completed in December 1982, also shows

-
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that of the 22 per cent share of funding requirements for human resources
nothing has been secured while the rate of absorption of financing acquired was
about 24.4 per cent for all projects.

466.

Mali organized three follow-up meetings to the donor roundtable which nade

it possible to regularly review the status of external aid and ensure that,

those

donors that had made pledges were still interested in making further pledges.
The second roundtable will be held in June 1985.
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NIGLP

I.

OVERALL GROWTH PERFORMANCE

467. Economic growth showed a net deceleration in 1981 as compared to the 1980

marginal
growth rates when the GDP rose by only 1.1 per cent (at 1981 prices)
In 1982 the GDP growth declined further by -0»7 per cent at constant prices.

This recession was partly the result of a drop in uranium prices on the world
market and its repercussions on domestic production. In addition there was a
sharp drop in farm output, because of the drought, which curtailed agro-

industrial activity.

According to estimates by the country's Ministry of f

Planning, GDP (at current prices) will increase from the 1982 level to
CFAF 674.6 billion in 1983 and 633.2 billion in 1984 corresponding to growth

rates of 4.9 and 1.2 per cent respectively.

II.

MAJOR DEVELOPMENT PROBLEMS ABD POLICIES

468. From 1975 to 1980 the Niger underwent what has been called the "uranium

boom".

The economy spiralled, primarily because of the development of uranium

production spurred by the sharp rise in world prices and also by the good
harvests. The strong economic growth based primarily on uranium revenue
produced a substantial increase in State revenue that outpaced GDP. But this
trend was reversed beginning in 1931 when growth contracted significantly,

causing a drop in fiscal receipts.

The uranium sector's share of budget revenue

(direct and indirect) dropped sharply from CFAF 20 billion in 1980 to 10 billion
in 1982 accounting for only 13 per cent of total resources in 1982 as compared

to about 30 per cent in 1980. The loss of receipts was however partly offset
by borrowing, improved tax yield and adoption of new fiscal measures.

469. Price policy covers a series of options ranging from freely determined

prices to State price setting for certain products. Local enterprises operating
with foreign capital benefit from the Investment Code, which provides such tax
advantages as corporate tax exemptions during a period of 5 to 16 years.
exchange for this favourable treatment, companies agree to obtain prior

In

government approval of prices for the goods and services they produce and to

submit justification for any price increase.

470. The most significant developments in the monetary sector have been a drastic
decline in net external assets amounting to CFAF 35 billion during the first

nine months of 1962, following a gain of 2.9 billion in 1981.

This decline is

linked to the balance-of-payments deficit, estimated at 30 billion in 1982.
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slackening of credit, expansion which grev by only

6.1 per cent in 1982, against 14 per cent in 1981 and 20 per cent in 1980.

This reflects the restrictive domestic monetary policy followed by tfiger over
the past few years.
and industry.

Host of the credit was channeled into trade, construction

472. A deterioration of the Government's net banking position, amounted to

CFAF 10.6 billion in September 1982 and a net softening of"money supply growth,
resulted in a decrease from 20 per cent in 1981 to a negative position in 1982.

Ill.

EXPENDITURE OH GDP

473. Public and private consumption accounted for 532.9 billion out of a GDP
of 597.6 billion'(at current prices). Of that share, 468.4 billion, or
73.4 per cent of GDP, was for private consumption, while public consumption
represented 10 to 11 per cent of GDP.
.',..474. The share of gross capital formation in the GPr contracted from its. level
of 28.7 £er cent of GDP in 1980 to 23 per cent in 1981.
,.,-.
. -r ■

,

..

,.-

,:.

■

; iv. :[pullig

.]

475. Growth of general budget expenditure over the period fell well below that
for 1979-1980. In 1982, provisional figures indicate a decline of 6,4 per
cent in spending as compared to 1981. This is the result of significantly
lower transfers to national investment funds, from' CFAF 26 billion to
8 billion in 1982, A new budget policy was anounced and under the 1982/83
Finance Act, 45 per cent of fiscal revenue was to be derived from indirect
taxes and 20 per cent from direct taxes (a 50 per cent corporate tax,

head

tax and a taxes on wages and salary).

V.

ETERNAL TRADE, BALANCE OF PAYMENTS AM) EXTERNAL DEBT

■■["■'■■

'

476. Expbrts from the Niger consist largely of uranium, which has accounted
for an average of more than 70 per cent of export value. Uranium exports
supplied the State with CFAF 98.1 billion in 1981 and CFAF 91.5 billion in 1982 out
of totalf.o.b.

billion in 1982.

exports amounting to CFAF 127.1 billion in 1981 and CFAF 124.2

The second most important export commodity is livestock,
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representing 16.2 and 15.1 per cent of experts in 1981 and 1982. Total exports
dipped slightly by 2.2 per cent between those two years.
This stagnation is
the result of world economic conditions and a softer demand for uranium.

477.

Imports of goods and services rose fairly

rapidly, by 9 per cent, reaching

CFAF 201.5 billion.
There was little change in structure:
about 46 per cent
represented basic consumer coiraaodities, 7 per cent cereals, 34 per cent durable
goods and transport materials and 13 per cent petroleum products.

473. For the most part the balance of trade has shown a deficit. The goods and
services balance registered a shortfall of CFAF 86 billion in 1981 and 107.3
billion in 1982. France is Niger's major trading partner taking up 45 per cent
of imports and 70 per cents of. exports.
479. Unrequited transfers remained stable at about CFAF 20 billion.
on current account was negative in 1981 and 19S2,

of the GDP respectively.

The balance

accounting for 9 and 16 per cent

Thepoverall balance of payments showed a surplus of

2 billion in 1981 but dropped' to a deficit of 28.2 billion in 1982.

The deficit

has been financed by long-term" external borrowing, short-term bank advances and
the advance deduction of Central Bank reserves.

480. External indebtedness was forced upward by the State's heavy dependence on
external bank loans.
This created a further burden on debt service, which was
accentuated by the rising dollar.
Service on the external public debt
represented 28 per cent of export earnings in 1982, in contrast to only 7 per

cent in 1981. Since 1981 there has been a sharp'rise in debt service payments,
from CFAF 9 billion to about CFAF 20 billion in 1982, accounting for 26 per cent
of the budget.

VI.

A.

SECTORAL PERFORMANCE

Food and agriculture,

481. Agriculture, which is the country's principal economic activity, represented
26 per cent of the GDP in 1982.
If other rural activities (livestock, fisheries
and forestry) are included, the sectoral share of the GDP would be,47 per cent.
Rural sector growth at current prices was 12.7 per cent from 1981 to 1982,

following a 22 per cent gain in 1981. The cultivated area of 3.5 million ha
constitutes only 24 per cent of arable land* At present only about 9,500 ha.of
crops are irrigated but Niger, has a very high potential of 255,000 ha.
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482. A comprehensive rural development project consisting of training, extension
and research services and "productivity projects" is being carried out in each
region.
The Government subsidises ::bG distribution o* -fertilizer and selected
seed.

433. Cereal production (millet,, ssrshurc. rice)' came, to a standstill between 1980
and 1982/83, at a level of 1.7 million tons.
Rice is the only crop that has
expanded significantly, owing to the incorporation of new irrigated areas.
Production rose from 30,000 tons in 1900/81 to 51,600 tons in 1982/83, ah annual
average of 22.5 per cent.
The stagnation of food crops as a whole was the
result of another drought

in"the Niger during those years.

434.- The output of cash crops, ground-nuts and cotton, dropped sharply^after
1980/81, from 126,000 to 88,500 tons for ground-nuts and 2,900 to 1,600 tons
for cotton in 1982/83, because of farmer preference for other crops.

435. Livestock production contributes 17 ..per cent to GDP and is the country's
second most important export earner after uranium.
In 1982, totals of about
3.4 million cattle, 3.3 million sheep and 7.3 million goats were recorded.
Herds
had been almost completely reconstituted to 1973 levels.

E.

Extractive industries

486. Mining activity is dominated by uranium operations but the ITiger also
produces and exports cassiterite, molybdenum and phosphates.
The mines and
quarries share o£ GDP, 13.9 per cea'c in 1979, sluuped to 9.1 per cent in 1981
and 7.S per cent in 1982.
In terms of value, production at current market
prices came to CFAF 54.3 billion in 1981 and 51.1 billion in 1982, a decline
of 17.2 per cent in 1981 and 5.9 per cent in 1982.
Uranium production contracted
from 4,367 tons in 1981 to 4,257 in 1932 and 3,A04 in 1983.
ore also declined,

fluctuated sharply,
1983.

from 4,9/0 tons to 3,491 tons in 1983.

from 116 tons in 1981 to 42 tons in 1982 and 100 tons in

Its exports d£clin£d sharply over the period.

C.

487. Manufacturing

Manufacturing

is on a very small scale and contributed only 1.3- per cent

to the GD.P in 1981 and 1982.

crafts,

Exports of the
Molybdenum output

With the addition of electricity, vater and

the total GDP contribution comes to 6t5 per cent.

The industry,

crafts

and energy sector rose by 29 per cent in 1981 and 20 per cent in 19S2 at current
policies.
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488. The agro-food industry is tht most important area ot manufacturing consisting
of an oil mill, two beveraga plants, one dairy, one rice mill and several
slaughterhouses.
Because of the decline in ground-nut production, two oil
mills have closed while the one still in operation is functioning at only 5 per
cent capacity.
Cement plant activity dropped significantly beginning in 1981:
output went from 42,300 tons in 1980 to 36,400 in 1981 and only 14,700 in 1982.

This

cutback in construction material production stems from a slackening of the
construction and public works (CPW) sector relating to the end of large-scale
works (particularly the uranium road) and the curtailment of investnient in
public works. The growth of value added for the sector -12 per cent in 1981
and -13,7 per cent in 1982.
The crafts sector accounts for about 4 per cent of
GDP and the Government is particularly interested in promoting this activity.

.

D.

Natural resources and energy

489. Despite Government efforts to reduce the country's dependence on foreign

sources, Niger imports almost all of its commercial energy needs.

Energy

consumption aggregated 938yOOO t.o.e. in 1981, of which 83 per cent was woodbased. This source of energy, which is utilized particularly in the countryside,
recorded a total consumption of 3.9 million m3 in 1982. This pattern of accelerated
fuel use leads to widespread deforestation,

490. The Niger has a significant energy potential that must be utilized: coal
resources are estimated at 6 million tons; there are some, admittedly limited
prospects for hydroelectric dann^ and prospecting fcr aoil reserves is under way.
As in all the other Sahelian countries, the outlook for solar energy use is
most promising.

.£,

Transport and communications

491. Value added for the transport sector accounted for 3.5 per cent of GDP in
1981 and 3.4 per cent in 1982.

Growth was a negative 2.7 per cent in 1981 rose

by 6.2 per cent in the following year. .

492. Because of its land-locked position, the development of transport and

coramunications is particularly important in the Niger. The road network consists
of 8,557 km, of which 2,778 is paved, 3,436 is dirt road and 2,343 rough track.
Roads are concentrated in the southern part of the country, with very few in
the interior. There is no railway in the Niger but the Government operates
the Cotonou/Parakou line, as co-owner, jointly with Benin. Most of the Niger's
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exports and imports are handled by this line. A proposal for extending the
railway to Niamey is under study. Freight volume has increased by 9.8 per cent,

493. Air transport passenger traffic at the Niamey airport declined after 1980,

totaling 116,000 passengers in 1981. The Niger has a number of airports,
including the international one at Niamey. Air Niger, the national company,
serves the largest cities in the country and certain neighbouring capitals.
Telecommunications equipment is modern; there are direct links to many foreign
countries based on a radio-relay system which is also used for television reception.

F.

Public administration

494. Value added for public administration
50 billion in 1982, accounting for 7,6 per
has been rapid: 17.6 per cent in 1981 and
value added for administrations in the GDP
of their role in the economy.

VII.

came to CFAF 45.4 billion in 1981 and
cent of the GDP in both years. Growth

10.1 per cent in 1982. However, the
fails to reflect the real importance

IMPLEMENTATION OF THE SNPA

495. The country has not yet organized a roundtable of donors as provided for in
the SNPA* The date set for that purpose during the second half of 1934 could
not be met. The Government is engaged in a programme to consolidate the economy

during the period 1984-1985, and the roundtable will probably take place in 1985.

VIII.

496. The slackening of economic
uranium crisis, is not expected
1979-1983 five-year development
should strengthen the country's
coming years.

MEDIUli-TERii PROSPECTS

growth since 1981, primarily because of the
to persist. Government investments over the
plan and the 1984-1985 consolidation programme
economic base and ensure stronger growth in the
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I.

OVERALL GROWTH PERFORHANOE

..

.

.

497. Between 19 81 and 1984f performance "by "the essentially agricultural Rwandese
economy placed the country above the

countries.

average for the

African least developed

Despite, a decline in unit value of experts from 1980 to 1932, 1983 and

, 1984 were favourable years for the two agricultural export commodities:

coffee

export prices rose 15?8 per cent while tea prices tripled0
498. Recent development of the Rwandeso. economy covers two stages

of growth:

1979-1981, with a very dynamic annual GBF growth of 6.3 per cent in real terms, and
a fairly slow rise estimated a^

latter period was "based on:

3-7 per cent per annum "between 1931 and 1984*

Hhe

(a) improved weather conditions; (b) better terms of

trade vrith fcai^.s equivalent .to p;op.ut-3 per o£nt of GDP; and'(c) .an expanded

■

flow of resources from abroad estimated' at 1'3 per cent of GDP between 1974 and

198lT compared to only 2 per cent in 1969-1974°
499.

Between those two periods, some declines were recorded in GDP structure:

shares of agriculture

and of mines

and

the

quarries dipped from 'j2 per cent and 4 per

cent of the GDP respectively to 50 per cent

and 1,5 por cent,

Almost all sectors

of the economy shared in a loss of growth that ranged froin 5 per cent to 2.8 per

cent a year for the primary sector,
for transport

and communications,

8 to 3 par cent for trade and 7 to 4 per cent
Only construction and public works continued

to matee gains, with an average: annual' value added that rose from $US 45 million in 1979-

1981 to 53 million in 198I-I984 at i960 prices.

OJiis was the result, of intensified

implementation of large-scale socio-economic infrastructureo

II.

S09.

In the

IIAJCR DEVELOIJTEISPP PROBLEMS AMD POLICIES

light of the economic situation as outlined,

policy measures deserve mention:

two particular types of

(a) those designed to improve the management of

demand in.order to correct balance-of-payments and public finance distortions;■and

(b) those aimed at ensuring more effective institutional' structures and instruments
of Stato-.eoonoraio management,,

These measures should not overshadow the actions under-

-'taKen-over; 3,-period of years such as community undertakings or IMJGAKDA for purposes
__of environmental protection (anti-erosion provisions) -and improved rural living
conditions,,

501. j\s regards balance of payments and public finance, appreciation of the Rwanda
franc against the US dollar had a negative effect:

decline of tax receipts based

primarily on coffee export levies undervaluation of imports including the decline
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of import taxes, inability of the Government to raise export prices and a decline
in the importation of consumer *;oods«
The fiscal policy implemented in 19821983. began to produce results without solving the problem of adjustment in the
exchange rate of the Rwanda franc.
An effort was also made to draft realistic
investment programmes, taking into account resources that were on hand or could
be mobilized,
502. In seeking greater efficiency in the public sector, the Government has begun
to overhaul public and para-public enterprises so that they can make a signifi
cant contribution to national savings.
Despite startup of the .tin foundry, the
mining sector still posss the most difficult problem in terms of reducing pro
duction costs and controlling subsidies.
The price, system has been utilized
throughout the period as an inducement to enhance production,' particularly for
export

crops.

' '

III,

EXPENDITURE ON GDP

503. A decline in average propensity to consume over the period produced an
increase in the average rate of savings, from 14 per cent of the GDP in.19791981 to 17 per cent between 1981 and 1984.
This has resulted in a very' slow
growth of private consumption (3.2 per cent a year).
The Government's -budget
austerity policy also served to stabilize public consumption.
Rwandese domestic
savings seem to be closely linked to the coffee-growing cycle.
This makes it
possible to. project a definitive rate of 20 per cent for 1984.

504. Average investment remained fairly stable at 18 to 19 per cent of GDP,
Investments were financed mainly by external resource's, for although domestic

savings were equal to the average recorded hy die low-income countries, they*

were nevertheless modest,-■■'Investment was concentrated on. basic infrastructure:
roads, hospitals and scfidols.
A resources deficit of 2.7 per cent of GDP was
still, minimal as compared to the average for African LDCs,
IV.

PUBLIC FINANCE

505i;.Xhese consist of three items:
(a) the regular budget; (b) the develop
ment budget; and (c) special accounts, such as budget off-set accounts, extra-

budgetary accounts and treasury accounts. Rwanda's traditionally conservative

budgetary practice became even more restrictive in 1984 following the enact
ment of austerity measures announced on.8 January 1984.

506. After posting a surplus of'about'RF 1.7 billion in 1980, equivalent to 1.5 per
cent of GDP, the regular budget recorded four consecutive years of deficits averaging
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an annual RF 2 billion or i 6 per cent of GDP.
with the structure of
receipts,

current revenue,

particularly import duties,

Trsse trends are connected

consisting of 46 per -cent of customs
and ducies on coffee exports*

In

other wordsv appreciation of the Rwanda franc .igainst the US dollar* which
led to under-valuation of impcrts, and fluctuations in coffee production were
determining factors in the

evolution

of budget posit ion &

507, The budget deficit, which was reduced by nearly 37 per cent in 1933, was
eased by the fact that current fiscal, pressure, amounting to 10 per cent of

GDP, is still less than the 14 per cent projected*
for fiscal

This points ta the need

reform and improved tax collections^

508. The 1933 development budget showed a deficit of about RF 53»7 million.,
in contrast to
an emphasis on
reform and the
through easier

surpluses in 198Q and 1982.
Since 1979 there has been
social services because of the implementation of the education
governments concern for improving rural Jiving conditions
access to basic socio-economic infrastructure>
During the

period in question a progressive decline in counterpart spending led to
heavier direct investment by the public sector. At the sa;;ie time special
accounts served to ease current treasury accountsc

V.

EXTERNAL TRADE, BALANCE OF PAY.Xi'TS &iD EXViERKAL

DEDT.

'

" . '

509. Between 1900 and 19G2 the trade balance deficit deteriorated, from RF

1.5 billion to 5*2 billion,, This was the result of a lack of diversification
of the structure of exports heavily dependent on production and world prices
of coffee and tea. Altogether total export value rose by only 5 par cent a
year, despite the tripling of tea prices at the end. of I9O3 and the continued
strength of coffee prices,, During the same period imports' expanded by 231 per
cent a year. The poor growth of imports steirs from the policy restricting the
outflow of foreign <uz.kuui& introduced in 1933. Imports of durable goods^
consumer goods and energy products represented 28 per cent, "' 3-2 per cent and
20 per cent respectively of total import value- The terms'of trade showed a
net gain following 5 slight rise in coffee and tin prices, off-setting the
1 = 7 per cant improvement in import prices-,

510. The balance on services, dominated by freight costsr continued to show a
deficit, although net transfers covered an annual average of 64,1 per cent of
the goods and services deficit, raising the current account deficit from

RF 938 million in 19CO to 3,9 billion in 19C3.

This is one of the consequences

of the country's;land-locked position and its great distance f-om the sea
Net capital flows, which covered most of the current deficit in 1980 and ]Q3l

or 46 4 billion, in 1983. 'The a^ uUH^i^ ^o^^^
from 90 per c«ni to 51 per cent over the same years, while debt service
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VI.
A.

512.

SECTORAL PERFORMANCE
Food and agriculture

The primary sector - agriculture including livestock production; forestry

and fisheries - .rose about 2.8 per cent a year between 1981 and 1984. Overall
agricultural production growth is estimated at approximately 9.3 per cent,
with regional disparities caused by uneven rainfall.
Food crops expanded by
14 per cent in 1983 as compared to 7 per cent in 1981 and 1982, while export
crops.- coffee, tea, pyrethrum and cinchona - rose by about 12.4 per cent.
Because of their high yield and resistance to drought, tubers recorded a slight
gain. The basic problem in the sector continues to be over-utilized land re
sulting from extreme population density and the continuation of traditional

production methods.

513. Activity declined in the livestock subsector during the period,',. Exports
of hides declined by 18 per cent for cowhide and almost 40 per cent for sheep
skin. A change in production structure has favoured small stock, small rumin
ants and poultry.

514. As noted, Rwandese food production has expanded more rapidly than the
population, sparing the country from the critical food shortage typical of

most African LDCs.

This is the result of:

(a) less severe weather conditions; and

(b) a national food strategy, supported by external aid, together with an
early warning system to forecast serious production losses.
B.

515.

Mines and quarries

Following a standstill in 1981 and 1982, value added for the sector rose

by about 5;per cent in 1983 and 1S84. Total mining output, having expanded
by 8.7 per cent in 1982, declined by nearly 16 per cent in 1983. Over the

period, annual production losses showed 7.6 per cent for cassiterite (from

1,788 tons In 1981 to 1,526 tons in 1983), 5.7 per cent for columbite ,- tantalite and about 28.6 per cent for wolfran in 1933 following a gain of 15.5

per cent in 1982.

516.

This wide-spread crisis in the mining sector, particularly with regard

to cassiterite, which accounts for nearly 74 per cent of tonnage produced,

derives from; (a) poor investment policies by SOMIRWA, which assigned priority
to construction of a tin foundry with a capacity 2.2 times the-production

figure for cassiterite rather than to maintenance of equipment; and (b) the
scattered location or depletion of ore deposits.

517. The excess capacity of the foundry and the production declines noted
have produced a certain sluggishness in the mining sector, with'its share
of export earnings dropping frop 24 per cent to only 14 pe*r cent between 1980
and 1983, Start-up of tin production brought about some improvement in the
raining sector in 1983-1984 despite the frequent price drops recorded in those
years.
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C,

Manufacturing

513. Value added for manufacturing has followed the trends of agricultural
production on which it is based, with an..average annual growth of about 3.3 per

cent. Plants in operation are engaged primarily in processing farm commodities:
bananas and sorghum into beer and the processing of coffee, tea and sugar-cane
This upward trend is attributed to the coffee and tea subsectors with an
«nC?SSe i5f*1™<ww:anounting.to 106 per cent and 15 per cent, respectively,
in 19o3-19<-4«

-

■

-. •

>;:.-■■•*

519v vlhdustrial development in Rwanda is nevertheless still limited by: (a) a

narrow,domestic markets (b) scant raw .laterals, particularly energy resources-

(c) marketing problems; and (d) insufficient entrepreneurs/experts and

management and technical skills-* -

D-

-

...'*'

,

;-,.,.

Other economic sectors

52O..The water electricity, gas and construction sectors have followed the

general development of fixed capital formation and economic activSyT They

tSn ofin

6 b8r±ly dep€ndent ~ the country,Siitnport capacity71^

2f-=fffSf?Tir 5K^i

l and. 1984...■:Tie tertiary

sector re

(p
caused by
*»fo^«ograpfelc indicators show the

VII.

OVERVIEW OF, .TOE IMPLEMENTATION OF 3HE SNPA

for investments of RFr,237 bill*

4?V

W WM-I9op., calling-t,.

125 billion. External financin/southt a£ ™^x*te *»?«5W component of.

have been assigned nri^f,, v

ments under the first tranche;

j"

^.

^

lounved *°7U billion.

Three sectors

?' TO^™ of *
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523.

Two observations should be made with regard to the investment programme!

(a) most of the projects were presented in preliminary forn (in the identi
fication stage or simply as project concepts); and (b) the volume of invest

ments arid number of projects involved
pective donors*
As a result of these
often been somewhat vagueIt should
a considerable effort to correct this
study bureau,

appeared ambitious to some of the pros
two factors, financing commitments have
be noted that the government has made
problem by setting up a national project
■. ,
*

594t

■

ttifortunately, the results of the round table were ^conclusive in terms

of ''mobilizing

resources in addition to financial contributions already made

or concluded bilaterally with the country's traditional aid partners, despite
the latter1s support of the development strategy and targets outlined. The
low volume of new contributions night be explained by the fact that the round
table was held after the meetings of joint bilateral co-operation committees

with the major aid partners. Nevertheless, external aid continues to be an .
essential factor in the success of the investment programme*
VIII.

525.

MEDIUM-TERM PROSPECTS

Factors favouring rapid economic growth in Rwanda- include.weather condi

tions less severe than in the other African LDCsj political stability which
ensures suostantial extern*]^ assistance on favourable conditions and the •

policy involving the Rwandese people in the economic and social development
effort through cc^tunity work. The beneficial effects of better prices for

^^

rJ°r 6XP^rt COr*lodities "Vge-t that growth in 1985 will amount

.^ per cent.
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SAO TOME

I.
526.

AMD PRINCIPE

OVERALL 'GROWTH PERFORMANCE

' r

Economic growth has been drastically curtailed in recent years.

domestic product

(GDP)

The gross

at current prices was estimated at Db 1,387 billion in 1983,

a 5.4 per cent increase over the preceding year but.less than the 198Q GDP value of
1,563 billion.

The per capita GDP has declined steadily since 1981, reaching

Db 13,532 (about $US 317) in 1983. In real terras the drastic decline in economic
activity is mainly the result »f the sharp drop in agriculture including livestock,
and. fisheries production "beginning in 19Cl.
■
.
.
■

■
■

527.

,;-

II.

I ■

' ■

MAJOR DEVELOPMENT PROBLEMS AND POLICIES
-

l "'■■■"

The archipelago of Sao Tome

independence on 12 July i9?5

(.860 km2)

.

:

.

■

and Principe

r;'':'"■

(140 km2) , which achieved

is located in the Gulf of Guinea, 325 Ian west of

Gabon,

its closest neighbour on the African continent.
Its population in 1983
totaled 102,500 and was expanding at the rate of 3 per cent a year.
The country's
isolation is aggravated by the irregularity of air and sea connections and poor
communications with the outside v©rld.
5284

Most of the country's economic difficulties stem from the structure it

inherited when it, became independent.

Before that time the agriculture sector

had been organized into large private plantations growing crops primarly for
export, especially cocoa, which accounted for about 90 per cent of- export value.
Subsistence fanning received little encouragement,

and the country imported most

essential foods.

529.
The drought that affected certain parts of the country in 1982 and 1983 was
largely responsible for the deterioration of an already fragile balance.
The
meagre production of basic foods declined further, while cocoa production dropped
by nearly two thirds.
The emigration of skilled labour employed in management of
the plantations, which were nationalized after the wholesale departure of the

Portuguese, was another factor in production loss.
export earnings,

Because of the curtailment of

it has become difficult for the country to import the farm

production factors essential to maintaining or expanding such production.

530.
One of the most important steps taken by the Government is aimed at making
the country less dependent upon cocoa.
It has drafted and launched the 1982-1985

National Development Plan and begun preparation of the 1986-1990 plan.
At the
same time preparations are in hand for the round table on external aid scheduled
for October 1985.
III.

531.

EXPFWDITURE

ON GDP

The structure of expenditure on GDP indicates a steady deterioration of

overall consumption, which declined by an average of 0.3 per cent a year from
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1981

co 19li3j

owii.e,

to <i

i.-hdrp contraction.of private consumption

12.1

(-6*5 per

cent

a year on average) over the period. T^PPg- ;was a strong upsurge in public consump
tion averaging around
on an annual
funds,

15 rer

average of

cent a year and a continuing decline

-1,2 per

which amounted to 62

per

cent
cent

and the persistent qeneral
of the r,DP

on

shortfall of

average over the period.

IV.. .PUBLIC FINANCE
532.

in investments

..."

'. '■-'-:.

Since 1981 the Government has had to rely on "special resources" from

external and domestic sources (financing by.the banking system) to cover its
Procurement;costs accounted for 26.3 per cent of GDP in 1981,
puugex deficit.

57.3 per cent in 1982 and 23.3 per'cent in 1983.
of procurement was earmarked for.the transport

for agro-industry,.
sectors:

In ICA3 3c, per-cent

and

communications,

32 per cent

12 per cent for energy and the remainder for the following

education,

construction, port; handling, fisheries and urban improve

ment.

V'.
533.

EXTERNAL TRADE, PALAUCE. OF. PAYMENTS AND. EXTERNAL. .DEBT ,

Fran 1980 to.1933

.-',.'■ .- ljO--y-

cocoa,accounted for an average 86 per cent .of export..

earnings, followed by. copra with.1,0.5 per cent..

In 1983 those two products

..;

.,.;>.

recorded an,,. aggregate value of Db 343.5 million; anct represented, nearly 96 per,;.-; ^.,7

cent of export earnings.
cent

since

1980.

The

Exports.have declined by an annual.aver age of 6.5. per,-■ ,-,,

1961 and

1982

by the aging of cocoa plantations.
world prices for this commodity.

drop in production was caused by drought and ;

This coincided with the downward trend in
In

1980 cocoa export prices declined by nearly

40. per cent as compared to the average for
1981 of nearly 2G per cent fro;n the

1980

1977-1978,

level.

followed by another drop in

Despite an improvement

of 12 and

24 per cent in 1982 and 1983, the export price is still less than the figure for

1977-1978.
534.

'

;

. . '. .

;

...

.',

..

o. ,

This loss of export earninas has had disasterous consequences for the country's

economy:

export earnings actually equalled the value of imported

Likewise export duties and tsxeas declined sharply,
firms

sustained

State

budget.

535.

Import composition.-reflects, the structural weakness of the economy since

consumer goods,

sizeable., ip.s -ts, ■. 4vhich Tp.eant■_ tj^ey

food commodities.

and cocoa production, and marketing

..

_

, .

.

could

.,

n^,, longer

contribute to the

....

basically food products, make,up nearly ..half of all imports.

Imported petroleum products are also a heavy burden on the economy.

t
;

The steps

taken to reduce imports in 19S3 affected food'products (-21.3 per cent), farm
production factors

(-70.9 oer cent),

construction p.atejrials

(-83 per cent), and

miscellaneous materiel.

536. The balance of payment's, regularly:"shows a^def.icit and a net outflow of
foreign exchange for services'rendered, most 9f.wJ1j.ch is covered by short-term

capital flows.

A net inprpveihent in the trade.balance was recorded in 1983, as

a result of draconian measures adapted to reduce imports.
will have serious consequences for the economic plan,

However, these measures

since the country is obliged
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to

import not

worrying

only food produce3 tut production

is the fact that

capital flows to finance

the

it.s

."actors a&

well.

Equally

country is too heavily dependent on

isfic.it,

with •-»!! 1

that it entails ir

short-term

terms of debt

service.

537.
Debt

In

1983

aggregates

in«i?M:e/hsss

service accounted for

1980 and
reached

1981

4.8 per

respectively.

SUS 3 million

in

-\is estimated at r.ore than

cent and 8.6 per cent of

According to the Government

1984,

3 to 8.25 per cent.

60.6 million.

amount

loans at

would have

export earnings.

interest ranging from •

These loans were provided mainly by the Democratic Republic

the USSR,

Sweden, Portugal,
VI.

Algeria and BADEA.

SECTORAL PERFORMANCE

A.

538,

that

representing nearly 30 per cent of

Over 50 per cent of the debt consists of commercial
of Germany,

$US

export earnings in

Food and agriculture

Agriculture is the country's major economic activity, with promising pro
Its

spects for development because of a good climate and relatively rich soil.

share of the GDP came to 46 per cent in 1980 but dropped to 27.5 per cent in

1981 and 1982,

recovering to 41 per cent in 1983.

cultural development remain:

(i)

Serious obstacles to agri

cocoa monoculture,

to be extremely vulnerable to world market

a

colonial legacy,

conditions and

lack of

continues

investment

cocoa plantations which are burdened by aging trees and obsolete equipment;
(ii)

in

and

the shortage of skilled personnel for plantation management and equipment

maintenance.

53$.

The aim of the Government to reorient farm production through diversification

that would place emphasis on such food crops as rice, maize,

ensure at least partial snlf-sufficiency,
40 per cent of
crops.

The

beans etc.,

so as to

is linked to'the problem of soil use:

soils are unsuited tc food crops and the rest are used for cash

country must

import

almost

all

of

its

food needs,

creating

a

heavy

burden oh the trade balance.

540.

Although significant projects have been implemented with financing from the

ADB group

(FCU 7.8 million) and BADEA ($US 10 million) to revitalize 20,000
hectares of plantations, the main cash crops {cocoa, copra, coconut and coffee)

recorded a steady real decline between

1980 and

farm production showed an annual loss of 6 per

to 14,710 in 1983.
year)

and cocoa

541.

Food output,

1983.
cent,

During this period aggregate
from 13,810.3 tons in 1980

The crops most seriously affected were coffee

(-28.5 per cent a

-1 per cent a year).
6,941.1 tons

in 1979,

6,273

6,944.6 tons in 1982 and 6,096 tons in 1983,

2.4 per cent between 1979 and 1983.

tons in

1980,

7,445 tons in 1981,

declined by an annual average of

Under normal conditions Sao Tome and Principe

must import most. of its food requirements.

This situation was aggravated by the

1982-1983 drought, which slowed down local production.

Out of an aggregate food

requirement of 24,000 tons in 1983, the country had reouested foreign donations of
16,000 tons and received only about 4,100 tons.

-
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542,
Livestock production is still a marginal activity following the slaughter
of cattle in the first year after independence and of all hogs .in^ 1978 in an effort
to eradicate the

swine fever endemic ir. the country.

The projects undertaken in

order to re-establish livestock production particularly with regard;to poultry,
rabbits,

hogs and cattle,

are not yet fully operational.

The Government expects

that by 1984 poultry farming will produce 5 million eggs and 600 tons of meat.

Other projects calls for the production of 3,800 young pigs a year and the repleni
shment of

a herd of SCO brood cows.

:.

.

.-.-.:

543,
The major problem in developing livestock, in Sao Tome and Principe is the.
need to import fodder.
Efforts are being made to encourage the productipn and use

of crops for animal consumption (maize and matabele)
pasture

544,

and the expansion of

land.

Considerable progress has been made in fishery development, with total

output rising from 1,838 tons in 1980 (1,138 tons by the traditional sector for
local consumption and 7 00 tons from industrial sources for export) to 3,600 tons in
1983 consisting of 1,285 tons from traditional
industrial

sources.

,
B.

sources and 2,315 tons from

.

\ •

Manufacturing

:

.

'...•"

. 54?5." At its present stage of development the manufacturing sector, makes no
_
significant contribution to the national economy.
The Government plans a few

.

measures for the development of local agro-industries to meet local needs and. to
process export
. :

546„

items.

>■

■

■■■."...

C.

■

■

Energy

. >
"

■ .-■ .;..■.-.-

.

...

Existing hydroelectric and thermal plants have an installed capacity of

,1,800 kw andv3,160 kw respectively.
efficiently.

These plants are old and no longer operate

Guaranteed capacity is no more than 500 kw and 2,400 kw respectively,

with an additional thermal reserve, of :760 kw.
mated more than 3,000 kw.

Overall demand is currently esti

within its-strategy for development of energy resources,

the Government has decided to concentrate its efforts on hydroelectricity..
D.

547,

Irregular air and

Transport

:

sea transport between Sao Tome

and Principe and the outside

world continues to pose a serious problem and to limit international

improvements hav© been made in recent years:

trade.

Some

enlargement of the Sao Tome airport

to accommodate Boeing 727s, purchase pf a 300-ton vessel to ply between the two

main islands of the archipelago\ and acquisition of a 150-ton barge to load and
unload vessels that must now anchor some distance from the fairly shallow port of
Sao Tome.

548.

Despite these improvements, there is only one regular flight a month to

Lisbon and twice a week to Luanda (Angola).
The country has only one airplane
(FOKKER F.27) providing a link between the two islands of Sao Tome and Principe
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with Libreville

(Gabon).

Tlvire has been very little improvement in maritime

•

transport between Sao Tome and Principe and the outside world.

542.

The condition of facilities at the port of Sao Tome is very poor indeed,

and there is no provision for modern techniques of goods maintenance.
One feasi
bility study financed by UNDP to survey conditions has been conducted by the
International Maritime Organization.
Another feasibility study in progress will
evaluate the modernization measures required,

550.
With regard to internal transport, che country has a good network of asphalt
paved roads constructed during the colonial period but which may soon deteriorate
because of poor upkeep.
The public transport system is unreliable because there
are not enough buses and most are inoperable because of a lack of spare parts' and
tires.

.

''
551.

VII.

IMPLEMENTATION OF THE'StiPA

;

'

From 1979 to 1983, external aid received in the form of grants amounted to

over Db 130 million

(SUS 3.2 million).

($US 781,000), France
Netherlands

Most of this was received from the EEC

($495,000), the Congo ($798,000), the USSR ($487,500), the

($402,500) and Korss

($209..CtnJ.

552.
The country also benefited from a special assistance programme formulated in
1978 and adopted by the United Nations General Assembly.
The initial programme,
consisting of 47 projects for a total of $US 21.4 million, was allocated as
follows:
agriculture, six projects at a cost of $US 1.3 million> industry, five
projects at a cost of $2.7 million; minerals and natural resources; five projects
at $ 1.2 million; health, five projects at a cost of $ 1.3 million; and housing
construction and urban development, four projects at $ 3.5 million.
553.
A number of significant changes have been made in this programme.
Under, the
special economic aid programme, eight projects have received total or partial

financing*am6unting to 7.9143 Million, dollars since 1982, and negotiations are

under way for two large-scale .projects (installation of vegetable oil factories and

construction of a hydroelectric plan).

Most of the financing has been furnished

by Algeria ($US 2.8 million), Portugal ($4.8 million) and UNDfr.
No significant
commitment has been made with regard to health and education projects. This ref
lects the general trend of assistance to Sao Tome and Principe channeled by the.
several donors into the improvement of productive sectors and transport infrastruc
ture in preference to the social sectors.

554.
The Government plans to hold a round table on external aid in Sao Tone in
October 1985 to finance its 1966-1990 five-year plan, which would follow the
current 1982-1985 plan.
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555,

131

r-;EDXU:>TEi^i PROSPECTS

In view of the deterioration of its economic position,

the Government of

Sao Tome and Principe has made an enormous effort to achieve its development
goals through an intensive mobilization of financial resources.
the five-year plan is now in, progress,

Preparation of

taking into account actual economic and

social conditions in the country and the constraints imposed by the international
financial climate.

It is proposed to co-ordinate preparatory work on the plan

with preparations for the round table.

This is an important factor in the success

of the round table, which is designed primarily to lessen external financing
constraints to some extent over and above the mere renewal of current terms.
represents a medium- and long-term outlook>

re-enforce production capacity in order to satisfy domestic demand and expand
exports.

This

by including in the plan projects to

E/ECA/CM.11/35
Pase 132

SIFRRA LEONE

I.

OVERALL GROWTH PERFORMANCE

556, During the years under review, the Sierra Leone economy has been experiencing

severe economic and financial difficulties related mainly to the persistent budget
deficits, production shortfalls of major export contmodities which worsened the
.'
balance of payment situation and eroded the possibilities of foreign exchange
acquisition.
Real GOP growth decline by 5,§ per cent in FY 1983/84 as against
a decline of 2,1 per cent in FY 1982/83 attributed principally to the persistence
of parallel market activities and smuggling which shiphoned a substantial amount

of output* of diamond and gold arid vital agricultural export crops out of the main

stream of the economy.

In FY 1983/P4, the agricultural'sector exhibited a better

performance as compared to FY 1982/83 but was still below projected levels.
In
contrast, manufacturing output dropped drastically in FY 19S3/84 as most industries
operated far below capacity and declared redundancy an-i reduced working hours due
to lack of industrial raw materials and other essential inputs.
Inflation was
as high as 49 per cent in FY 1982/83 as compared to 26 per cent in FY 1981/82
and the government budgetary position continued to worsen especially on the
current accounts, in spite of stringent controls on public expenditures.
II.

MAJOR DEVELOPMENT PROBLEMS AND POLICIES

557. The most dressing problems in FY 1983/84 remained those of low commodity
output, especially food, and the acute shortage of foreign exchange.

Measures

taken to alleviate the worsening economic situation included the introduction of
a unified (commercial and parallel market) exchange rate at Le 2.50 to the US dollar,
and stringent control and monitoring of the foreign exchange market which have

yielded some encouraging result.
In order to increase the net inflow of foreign
exchange from the activities of the mining sector, the Government is reviewing
existing arrangement with the concerned companies with a view to suitably amending

the provisions on the retention policies. Liberalization of gold export licences
had a positive impact on alluvial gold exports which reached a level of 12,200
crude ounces in FY 1983/84 as against 3,310 crude ounces in FY 19S2/P3

558. As an incentive to small-holder farmers, the Government increased producer
prices for the 1983/84 and 1984/85 growing seasons averaging well over 40 per cent
which resulted in increased output of major cash crops during the former season
and it is expected that with good weather prevailing, similar performance would

be realized during the present season.

Further, an agricultural support project

funded by the World Bank and IFAD geared towards improving the performance of the

sector, has been implemented by carrying out institutional refoms along with

import financing of specific investment items, such as the planting of 4,400 ha
of coffee and the rehabilitation of 1,000 ha of old trees; 900 ha of palm trees
and the establishment of drainage and irrigation systems and the upgrading of
the quality of swamp development. For the manufacturing sector, a sum of $0,6
million (part of the IMF credits) was allocated for general industrial
rehabilitation and the import of industrial raw materials, in order to resuscitate
ailing industries and boost production.
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III.

DOMESTIC EXPENDITURE

559. The structure of domestic expenditure on GDP (at constant 1970 prices)
indicate that the proportion of total consumption expenditure increased from .,,
83.S per cent in 1981 to 85.2 per cent of GDP in 1983 due to the steady increases
in the share of private consumption from 76.7 per cent to 78.8 per cent of GDP
during, the same period.
Government consumption expenditure dropped by 5.3 per cent
in 1982 and by a further 8 per cent in 1983 due to stringent measures adopted to
control public expenditures. Gross fixed capital formation, estimated at a level

of $804 million in 1981 declined by 2,5 per cent in 1932 although improving

slightly in 1983,
This trend is associated mainly with the curtailment or
suspension of public sector investments in development programmes and projects due
to the lack of adequate resources.
IV.

PUBLIC FINANCE

560. Although there was a significant increase in recurrent revenue for the first

10 months in FY 1983/84, especially the 45 per cent increase in customs and excise

taxes which netted the Government Lel3? million, the anticipated actual out turn
of total revenue and grants for -the entire fiscal year is expected to be Le27f.1

million of which recurrent revenue is estimated at Le211,4 million and development

receipts and grants amounting to Le59.7 million which are 17 and 20 per cent
respectively, less than the original estimates of the FY 1983/84 budget.
Antici
pated actual total expenditures for the year is estimated at Le<*50,3 million,

a

decrease of 16 per cent over the planned level of Le537.9 million.
As such,
because of the decline in total revenue, the Governments budgetary position was,
further weakened in FY 1983/84, notably on the current account.
The budget
deficit contijHies to be financed from an increasing expansion of domestic credit
from the central bank which had increased by an average of 300 per cent between ,-.FY 1978/79 and FY 1982/83.

561. According to the budget profile for FY 1984/85, total revenue, including Le55
million of development receipts and grants, is estimated at Le317.1 million of
which recurrent revenue is projected at Le262.1 million based on an anticipated
intensive drive in revenue collected from customs and excise taxes which is
expected to- increase by 29 per cent over the FY 1983/84 actual receipts. Total
expenditure,' including interest on public debt of LelO1.9 million and Lel20 million
for development expenditures, is estimated at Le507.1 million, an increase of
Le56.8 million over the anticipated actual expenditure level in FY 1983/84.
In
order tQ.increase revenue intake, a number of tax increases where approved by the
Sierra Leone parliament in June 1984 on imported cigarettes and spirits., motor '
car licences and airport tax and an adjustment of rates of administrative fees
(e.g., business registration, postal services, etc.) will be made,
V.

EXTERNAL TRADE, BALANCE OF PAYMENT AND EXTERNAL DEBT

562. Available figures for the three quarters of FY 1933/84 indicate that total
exports amounted to Lel53.5 million, which is 60 per cent of the projected total
export earnings of Le255.3 million. Mineral exports, mainly diamond (Le 39 miHion)
bauxite and rutile (Le64.8 million) amounted to Lell5,3 million, while agricultural.
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exports totalled Le34o3 million.
On the other hand, total imports during the
same period amounted tc Le370 million and estimated to attain a level of
Le375.8 million for the entire FY 1983/84.
The balance on the trade deficit, on
an £,o.ba basis, is estimated at Le7035 million in 1983/84 which is 23 per cent
less than the trade deficit of Le91 million in 1982/83.
■■ .

563, Net inflow of private capital in 1983/84 is estimated at Le37 million which
is an improvement over the 1982/83 level of Le.16.5 million.
On the contrary,
net outflow of official capital was around Le56 million as a result of high
debt service obligations relative to drawings on official and long term
borrowings. These developments on the current and capital accounts, among others,
resulted in an estimated overall balance of payment deficit of Lel92.8 million in
1983/84 as compared to Lel35 million in FY 1982/83.
564. Total external debt stands at $400 million (Lei,000 million).
Eleven
^/editor nations agreed ct a Paris Club debt rescheduling meeting in February
1984 to reschedule $50 million in addition to partial reliefs of $39 million and
$37 million in 1979 and 1980a respectively. Also in February 1984, the IMF
approved a stand-by credit of $52 million to be supplied in tranches of which
the first trrmche of $10 million had been disbursed,

VI.' SECTORAL PERFORMANCE
Ac

;Fooq and agriculture

565,.: In overall performance, the, agriculture sector showed a modest improvement

in crop yields and exports which marginally increased as indicated by the 1983/84
purchases of ths Sierra Leone Produce Marketing Board (SLPMB). Total volume of
produce purchased,fox the first,three quarters of 1983/84 amounted to- 25,538 tons

compared to 20,706 tons during the same period in 1982/83. Purchasing of palm
kernels increased from 6,630 tons in the first half of 1932/83 to 12,970 tons during
the same period in 1983/84. probably because of increased producer prices, but on
the contrary^

cocoa purchases declined by almost

11 per cent from 10,071

tons to

8,927 tons* On the other hand, adverse weather conditions had a devasting effect
on coffee output and purchases of SLPMB dropped from 4,966 tons in 1982/83 to a
record low of'2,121 tons in 1983/34• As for food production, no significant
gains were reached in ?.983/S4 especially for rice, the country*s major staple food,
as smuggling of this important crop continued unabated. ..

. , :

56^ As a:i incentive to farmers.to increase production, the Government increased
producer prices for the 1984/35 growing season whiph came into effect on
.
1 July 1984:
for coffee by 26 per centa 63 per cent for cocoa and 50 per cent
for palm kernels pver the 1983/84 price levels. Alongside-tho,s. measure is an
intensive effort by f.lie Government to reduce smuggling activities.
5O

Manufacturing

567. Following ?. decline of 1O4 per cent in veafl. growth of manufacturing output .,,in 1,982, the sector continued its downward trend, in the past; two years, as

.,

or

production levels in a number, of establishments were far below installed
capacitiese According to a recent study, 60,per cent or more of the industrial
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establishment operate below 50 per cent capacity levels.
worsened to the extent

that two major establishments,

The situation had

the Sierra Leone Brewery

and the Aureol Tobacco Company had to resort to large-scale redundancy and

reduced working hours in'1964, whilst production in most small industries remained
stagnant,

568,

The main cause for this poor performance is the acute shortage of foreign

exchange since 96 per cent of all industrial raw materials and other essential
inputs needed by industries in Sierra Leone have to be imported and because of
the capital intensive nature of the factories, they require sizeable foreign

exchange resources for maintenance and replacement of existing machinery and
equipment.
With the provision of the IMF first credit tranche of $10 million
under the stand-by credit negotiated in 1984, the Government earmarked a sum of

$0.69 million to the sector for general industrial rehabilitation including
import of raw materials i.e. $450,000 and the remaining $240,000 was allocated to
the cement factory,
A structural adjustment loan is being negotiated with the
IMF, part of which is expected to be earmarked for the resuscitation of the
manufacturing sector and state enterprises.
C.

Mining

563.
In 1983/84, the overall performance of the mining sector was somehow
encouraging as almost all the major minerals (rutile, bauxite, gold, iron ore)

recorded substantial increases in output levels except for diamond which declined

considerably from its 1932/83 production levels. Alluvial diamond exports,
which account for the bulk of total diamond exports, declined from 183,300 carats
in 1982/83 to 78,000 carats in 1983/84 representing a 57 per cent drppr

Production

by the Government-owned national diamond mining company (DIMENCOj fell by 26

per cent to 77,600 carats in 1983/84 compared to output levels in 1982/83.

On the

other hand, consequent upon the revivals of world demand for rutile, production
was resumed in 1984 when total output reached 66,200 metric tons as against

23,700 metric tons in 1983.

Bauxite output increased by 24 per cent.frpm 785,000

meti'lc'tons in 1983 to around 975#p00 metric tons in 1984.

Estimated output of

iron ore totalled 417,000 metric tons in 1984, a 16 per cent increase over the

1983'output of 354,000 metric tons.

The Government's liberalization of export

license for gold had a tremendous impact on gold export which totalled 12,200 crude
ounces in 1983/34 as compared to 3,310 crude ounces in 1982/83*
570. The improved performance both on production and exports of bauxite, rutile,
iron ore and gold was not reflected in the net inflows of foreign exchange
through official channels due to the Government's retention policies and parallel
market activities.
In this regard, existing arrangements with mining companies
are being reviewed with a view to amending the provision of the retention policies.

VII.

OVERVIEW OF ARRANGEMENTS FOR THE IMPLEMENTATION OF THE SNPA

571. After the admission of Sierra Leone to the LDCs group by the General Assembly
at its Thirty Seventh session in December 1982, the Government instituted various
mechanisms for the follow-up and monitoring of the Substantial New Programme of
The Ministry of Economic Development and Planning
Action at the national level.
was designated as the focal point and the Government opted for a Roundtable
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Conference under the aegis of UNDP.
Review meetings, which are expected to be
held sometimes in 1985, are scheluded in two phases, i.e., a mini-roundtable
meeting with traditional development partners and an enlarged conference with
broader participation of the entire donor community.
A full-scale preparation
is underway which includes the finalization of the Five-Year National Development
Plan on the basis of which public investment programmes and projects have been
drawn up for the review meetings.
Also, officials of the Sierra Leone Government
had mounted a series of sensitization missions to various donor capitals and
multilateral and bilateral technical and financial institutions, including the
World Bank and EGA.
The mini-roundtable is planned for the third quarter of 1985VIII.

572.

MEDIUM-TERM PROSPECTS

The Sierra Leone economy has not recovered from the 19S1-1982 depression

'

during which all the directly productive sectors, particularly mining, suffered
substantial setbacks in production and consequently exoort earnings dropped
drastically.
As a result of the adverse external trade position, the Government
received Le28 million from the IMF Compensatory Financing Facility and a further
SDR 50 million stand-by credit was supplied by the Fund in FY 1983/84.
The first
tranche of $10 million has been disbursed, the bulk of which, about 93 per cent,
was used to finance payments of IMF and ADB loan credit and the oil bill,
573.
As stated earlier, the most pressing problem in FY 1983/84 is the short
falls in commodity production, especially diamond and food crops, and the acute
shortage of foreign exchange resources.
The review of retention policies,
intensive monitoring of parallel market activities and smuggling, is expected
to increase the net inflow of foreign exchange.
Increases in producer prices
averaging well over 40 per cent are also expected to boost agricultural production,
particularly of major
cash crops,

574.
The outlook for 1985 is rather grim in that although measures has been taken
to prop up the directly productive sectors, agriculture and mining, which together
contribute in excess of 60 per cent of GDP; yet a 14.3 per cent cut

in development

expenditure in the FY 1984/85 budget relative to FY 1983/84 may hinder development
efforts and economic growth in 1985.
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575. Since the inception of the SNPA, the Somali economy has been* severely
'
affected by domestic as well as external factors in spite of the Government's

dedicated efforts to development.
During this period, the economy was
subjected to severe variation in weather which hampered the production of
banana and livestock, the major export comnodities. GDP grew only by

1.3 per cent: in 1931 an$, is believed to have, increased by 4 per cent on an

annual average between 1981 and 1933.

■;:■■.,

<

576. Due to the paucity of data, GDP estimates for 1934 and subsequent years

could not be positively ascertained. However, indications sfeoft that some '''"'
improvements were achieved in 1904 due to increased production and exports
of livestock and banana.
With the inception of the stabilisation programmes,

real GDP is projected to increase at an annual average rate of 4.6 per cent
during the Five-Year Development Plan for 1922-1936.

II.

"

*

M4JGR DEVELOPMENT POLICIES

577. Recently;the ppvernsient prepared a medium-term Development Plan for the

period 19?2-1936 which; was preceeded by a Three-Year Development Plan 1978-196l
and a Five-Year Plan 1974-197C. In spite of the heavy emphasis placed1 on the
development of industry, mining and infrastructure rather thari 'on agriculture,
the private sector was assigned a minor role in 'Qie.psrlier;plans. However,
the actual expenditure in a number of cases was determined by the performances
of aid donors who identify, prepare and finance prodebts of their own choice
irrespective of the ones contained in the public investment programmes.
578. The financial disequilibria has persisted for a considerable time.

•

The

overvaluation of .the, .exchange rate, the sharp erosion of producer prices in
real terms and expansion-of demand due to increased public spending have

heightened the crisis*,- In the face of this, the Government^initiated a programing

of policy reform in early 19'3l.

This waE supported by several stand-by

arrangements with the IMF.
The stabilization programme is designed to create
a positive impact on incentives and output so as to bring about economic
recovery.
Various demand management policies were enunciated, including

increased tightening of credit and monetary expaji^ion, expenditure controls,
rehabilitation programmes, and measures to increase investment opportunities
in an effort to mobilize savings of emigrant workers."""^™

573. In*mid-1932 the Somali shilling was devalued by 32 per cent on the

import side and by 15 per cent on the export side in an effort to stimulate
development of the external sector. As a result, some improvements were

•<:
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recorded in 1933 when the budgetary deficit was substantially reduced, and the

current account deficit in the balance of payments was estimated to have declined

by 6 per cent.

However, some improvements were due to drastic cuts in development

expenditure, especially the curtailment of imports of capital goods which declined

by 40 per cent.

While successful efforts were made to restrain the expansion of

demand in the short-run, a host of other problems hindered the full realization
of economic recovery in the medium-and long-term. Mast of these problems, which
are structural in nature, relate to the inherent deficiencies in the long-standing
stagnation in supply»

.

III.

.:

^

DOMESTIC EXPENDITUR E

580. Due to the demand management measures, consumption expenditure was moderated.
Domestic expenditure on GDP fell by 3 per cent in-1933 which was attributed mainly

'

to drastic cuts in development expenditure.

58U Government consumption expenditure rose at a faster rate in 1932 and 1933
because of substantial increases in salaries of government employees and the heavy r
subsidization of uneconomic ;parastatal organizations. Expenditure tias far out
stripped revenue and the savings patio was on the decline during the past four
years.

.;." r.r.

IV.
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PUBLIC FINANCE

582. The economy is heavily taxed despite its narrow production base.

The ratio

of government reveijue.to GDP increased to around 15 per cent in 1931. Sfforts are ■
made to rationalize = the tcx structure'and improve ts* administration and expenditure '"
control. In 1982r the position of ■revenues had improved, largely attributable to
r
the effects of .jfcj^rdevaluation and increases in import duties mainly effected
through the teigij4niati,on of franco valuta Imports.

'■

<"

583. Expenditure, on the other hand, increased substantially partly as consciences* !
of the devPluatiprv-and because of a 7 to 30 per cent increase in gOVernme'nt salaries.'
The stabilization programme and the 10 man-month IMF stand-by arrangement have
targetted an expenditure increase of 45 per cent in 19^2 compared to an' increase

of 36 per cent in revenues.:-However, the fiscal refprm in 1933 concentrated more

^

on expenditure control,;, As a result, allocations for development expenditure were r
substantia^lyt.reduced with an adverse effect oh; the implementation of foreign- ;i
aided projects.

„ :,

.■ ■

:
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V, . BXIEHMAL TRADE, BALANCE OP PAYMEITTS Alffi ■■E
584. Data on experts arid imports are only available for 1932 and the first quarter

of 19^3.

However;'the franco valuta system (free market) gave rise to large /

unrecorded trade. However, according to IMF published estimates, the export
live animals has substantially improved in 1932 and in the first quarter

of
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It rose from Sh«So.,7-10.3 million in 1930 and Sh.So*l,l43*3 million ,in-19*1 to
Sh.So«■ 1,743.2 million in:1902.
Equally, exports of banana nearly tripled in
19C2 but decelerated sharply in the first quarter of 1933. On the other hand,
imports in 19*32 had nearly doubled but were significantly moderated in the
first quarter of 19-3 due to cuts in development expenditure and in lieu of

the policies of curtailment of demand growth.
It fell from Sh.So. 601.3
million in the first quarter of 1982 to only Sh.So. 199*7 Million for the same
period in 1933*
585,. The position of the current account of the balance of payments in 19^2
was further aggravated, by the sharp decline in the remittances of Somalia workers
abroad* As a result, the current account deficit doubled between 19'3l and 1932
but"was still below, the level of 1979*

^However, the deficit is expected to !

narrow down in I9S3 due to severe cuts in imports.

;

586,t The external;debt has been rapidly growing in recent years*

.The total

exteitfia! public det?t, outstanding "and disbursed has tripled between 1977 and-

193l. fit ro*e frbm 4us 300 nillion in 1977■to;..$lfiOG9*3 million at end of 1932.

The main creditors are the OPHC and western countries.
Accordingly, the debt
service ratio jumped from a mofler_ate low of 7, per cent in 1979 to 20 per cent

in 1901 when most of the repayments were due*
In spite of the debt"
' '"'
cancellation and rescheduling, Somalia's arrears at end—March 1902 amounted
to about 463 million, of which one,third comprised interest payments*

. ,■.

- :
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SECTORAL PERFORMS
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Agriculture

587. Agriculture with its dominant subsector,
of the Somali economy*

.

■

livestock, is the impetus of groifth

The sector is the7 principal generator of income ;3nd

employment and the chief earner of foreign exchange.

To that end, much ^emphasis >;

in the Five-Year Development Plan (19S2-19C5) has,been placed on the,development1
of agriculture, particularly-livestock*

The sector recorded a marginal growth

of less than 2 per cent in 19'33 with an expected further improvement in 1"
despite prevailing drought conditions and refugee problems*

Che of the major

strategies in the Public Investment Programme 1934-1936 is the achievement of

:

self-sufficiency in food production through the development of the Juba Valley,

a major objective of the SNPA.

,

588, Numerous policy measures were taken to increase the productive capacity of
the sector.; Producer prices have been raised recently.
They increased by

14 per cent for cotton, 66 per cent for.oil seeds and 200 per cent for bananas
in an effort to stimulate significant increases in production. The area, under
cultivation was then substantially increased and the cropping pattern was

slightly changed to allow for optimal use of land arid water resources*
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589. Besides the effort? r.iad'i to r<iiti(nr.te the effects of periodic droughts which
led to large depletion of the national, herd,

were heayily.' intensified.

veterinary services .and research

Despite these efforts^ the output' has, not exhibited^ .

my sign^of progress- -and reinaj/ie^. stagnant,,'.'due.'to'r tfc£e limited capacity of 'the*

rangel'and to sustf-in a. l^arger herd and to the' imposition of heavy toces on,.
livestock exports..
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590. Tlie msnufacturing sector, although steadily expanding by an annual

rate of

7*5 per cent, in 19-531 remains ,nx>re or less snail and fragmented, .accounting for
only 5,5^ per, ce.ni of tpis.1 GPP. .The sectpr is heayily dominated by Pgro-processing
industries,.

raw

Tlie poor perfor^nce of the sector is due to irregular supplies of

ma

capacity

managerial and teclinical personnel", and infrastructural facilities.

The policy

of holding down .output prices Ji-d .an adverse impact, on productivity^ in. particular,

3tate-o*fned ;entjerprises. ■' ?p. pake !the sector effectively; operational, extensive
rehabilitation prograinmes .were inpluded* in the Development Plan (l9y2—19^6)•_'
„:
! TTTIo-1

OVERVIETI OF ARRANGEMENTS FCR THS iMPtETSNTATION OF THE SWA-

■

f

. . . ■ .

591, The World Banlc Cbn^titLtative Group Meeting organized in October 1903vpirim!ariiy focused on the tleveldpirient strategy and the Public Investment f^ogr'anane.

The-'-*1

programme was reviewed End adjustments relating to the size of the programme were

considered.

In the first place, the total outlay

to $374 million.

of $1.1 billion was reduced

Neverthelesst the annual average of $291 million for 19^4—19^6

is higher than the average of $170 million realized during 1979—19'-!•

592,. According to published estiir,£tes of the .Vlbrld J?'"nk,. the: structure and :terms
of borrowing have significantly changed' in recent years as Somalia resor;ted to ':
loans, on- non-concessional .^ernisj. .The ri-te of

interest on

loans rose considerably^

from 0*6, per. cent in J.97^. qn .average to 5 »7 per cent iri 19-1* Similarly, the"
'/'.'„'-'
grant .element was declining*. It fell from 79^ per cent in 197^, ^nd 57»9 per cent ■■'

in I9C0. to 25, per cent in 19"l*

However, Govemrent policy in tho current

stabilisation programme is aime^d at minimizing further contractions of non-

concessional debt*

■■■'.■

•-,.■"
VIII,

MEDIULI-T2HM PROSPXTS
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593. The programme of policy reform recently utidertaken by the Government is likely
to yield sorne'improvements in- tnfe- growth performance of Somali^- albeit on-a limltjed

scale.

Moreover, the increased flow of external assistance expected in 19^5 would:

be beneficial for expanding the productive, base and utilizing existing capacities*:'

Given these indications, the economy is likely to achieve between 4 to 5 per cent;

growth in GDP'as targe-ted for in' the Elve-^Year Development Plan (19^^*19^) •-

^

Agricultural v^-lue added vrauld increase at a moderate rate of 3 per cent.

Similarly, with increased utilization of capacities, value added in the industrial

sector is likely to increase by about 7 to C per cent.
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THE SUDAN

I.

OVERALL GROWTH PERFORMANCE

'

594. Since the adoption of the SNPA in 1981, the economy of the Sudan is still
passing through its most difficult times and the overall performance has been
far from satisfactory.
Export growth is low and erratic, the trade deficit
remains high, inflation rates are on the increase, and mounting debt repayment
obligations heightened by escalating interest rates put further strain on the
economy.

595. in 1982/83 GDP slipped by 3.6 per cent in real terms as compared to a
substantial increase of 4.6 per cent achieved in 1981/82.
In 1983/84 the per
formance was only marginally positive at 0.2 per cent.
As a whole, the per
formance of the economy during the past four years is conceived to be well below
the envisaged growth in national income 'target of 7.2 per cent set by the SNPA.

596. The severe drought in 1984, which had inflicted larger areas in western and
eastern Sudan with an expected poor harvest in rain-fed areas coupled with the

slow-down in the inflows of foreign assistance are likely to have their toll on
the economy.
Hence, the economy is unlikely to record the projected 5 per cent
growth rate in 1984/85.
It is, however, expected that growth rate of 3 per cent

could be achieved in 1985.

II.

MAJOR DEVELOPMENTP0LICIES

!

597. Since early 1980, the Sudanese Government has been making cbrisiderable efforts
to stop the general deterioration in the economy through strict adherance to a
continuing recovery programme.
This programme consisted of two complementary
components: a three-year revolving investment programme was incepted in 197&,and a
programme for the liberalization of the national economy.
The aim of the in
vestment programme is to re-establish the enormous potential of the economy'
particularly the export sector through the rehabilitation of the major irrigated

agricultural schemes of Gezira, New Haifa, the White Nile schemes and northern

region schemes.
Agricultural integration projects between the Sudan and Egypt
have also been accorded high priority.
This is also supported by programmes to

;

upgrade infrastructure, particularly road building and energy generation.

598. The liberalization of the economy took the form of a review of price policies
including gradual Removal or* subsidies on consumer goods and petroleum products,
privatization of unprofitable parastatals and institutional reforms.

599. To regulate the economy during its transitional period, the Government

entered into standby arrangements with the IF^ as part of a financial reform

package involving'Ceilings on government expenditure and total credit arid the

gradual devaluation of the Sudanese pound. This arrangement is expected to
attract increased foreign exchange remittances from the large Sudanese migrant
workers in neighbouring Arab countries and to help create favourable terms of '
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trade for the agricultural export sector vis-a-vis other sectors. This, in turn,
is expected to stimulate production for exports not only for traditional crops
like cotton, gum arabic and groundnuts but also for tapping new potentials,

particularly in the livestock sector,

600, As a result, some signs of progress were reported in irrigated agriculture,

notably cotton and sugar production and electricity supply. Cotton production
is now 1.2 million bales, back to its early 1970s level, although productivity
levels are still lower. The doubling of sugar production to 420,000 tons in the
course of the last two years and the improvement in the power supply for the

agricultural and industrial sectors are no

doubt encouraging signs that the

programme is at last working, albeit still below projected targets.
III.

DOMESTIC EXPENDITURE

601. While government consumption expenditure was steadily rising, increases in
private consumption expenditure have been moderate since 1982 which suggests that
the measures recently introduced to constrain and manage demand and to restrain
growth in imports, particularly of consumer goods, were quite effective. Private
consumption demand kept constantly declining in real terms by 3.5 per cent in 1981,
4 per cent in 1982 and in 1983, almost stagnant at the 1982 level.

602, Due to the rigidity of the tax structure which does not effectively respond
to changes in income and prices, the escalating rises in current expenditure and

the continuing deterioration in terms of trade, the general level of savings was
constantly on a downward trend.

This, however, had led to considerable recourse

to foreign borrowing to cover not only the deficit arising from increased develop

ment but also to meet part of the recurrent expenditure.

603. Investment, on the other hand, is growing at a higher rate.

The aggregate

public investment for the, fourth three-year public investment programme (TYPIP-aV)

covering
the list
regional
About S4

the years 1983/84-1985/86 was set at Ls 2384 million. Agriculture heads
with a share of 31.8 per cent, followed by transport 18.4 per cent and
development with a share of 14.6 per cent of the total allocations/
per cent of the investments are expected to be financed from external

assistance.

IV.

EXTERNAL TRADE, BALANCE OF PAYMENTS AND EXTERNAL DEBT

604. For several years now imports were more than double exports, mainly because
of the deterioration in export performance particularly that of cotton. Between
1979 and 1982 exports declined by an average of 7.6 per cent. However, in 1982/83

export performance picked up and recorded an increase of 21 per cent. In spite of
the recovery of exports from Ls 483*1 million in 1982 to Ls 810.7 million in 1983
because of increases in the value of cotton and livestock exports, and the decline

of imports by 6 per cent due to expanded programmes of import substitution^ in

particular sugar, and the imposition of import controls, the deficit still
persisted to an equivalence of 14.7 per cent of GDP,
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605. The overall balance-of-payments position is gradually improving due to
increases in the remittance of Sudanese working abroad with the overall deficit
falling from Ls 337.0 million in 1981 to Ls 173.8 million in:1983.
The real
position of the balance<of. payments would have been much worse had it not been
for the debt rescheduling excercises and because of the arrears still outstanding
but not reflected in the payments records,
606, The outstanding debt is believed to have reached $US 3 billion as of 1984
compared to a total public debt outstanding and disbursed of over four times as
much as exports in 1979/80.
The debt service ratio was about 25 per cent in 1981.
However, some measures were taken in the recovery programme to restore the external
equilibrium through the gradual expansion of the export potential with a view to
relieving pressures on debt servicing which is expected to be around 40 per cent
of export earnings by 1985.
. V,,

SECTORAL PERFORMANCE

A.

Food and agriculture

607* Agriculture performed poorly in the last three years.
The fall of 12 per cent
in 1981/82 and 10.8 per cent in 1982/83 were followed by a further slip of 0.3

per cent in 1983/84,
Moreover, due to the 1984 drought, food production, is
expected to fall by about 30 per cent in the rain-fed areas compared .to the
attainment of food self-sufficiency in staple crops achieved earlier which,
itself,

was an important achievement of the SNPA objective.

■ *,

■

608, Notwithstanding, agriculture continues to receive the highest priority in
terms of its direct and indirect impact on exports,

employment and inputs to

industry and of ensuring the achievement of self-sufficiency in food grains with
the aim of achieving food security, a prime objective of the SNPA. IVith the
improvement in the balance of payments primarily seen to emanate from, the exports
of crops historically originating from
irrigated agriculture, the focUs of the
Government's recovery programme had been on the rehabilitation of the .cotton and
groundnuts producing schemes like the Gszira, Kahad and White Nile schemes.
609, Apart from the modernization and replacement of antiquated capital stock,
the dredging of canals and improvement in the drainage system in these areas, which
has been followed in earnest for several years now, the Government went further to
affect production relations in the irrigated areas.
Cotton production in the
Gezira, for instance, formerly carried out within a share-cropping arrangement
between the tenant, the Government and the Gezira Board, is now based on individual
account arrangements where the Government provides services at specified costs and

the final return accruing unshared to the farmer which is a major incentive,
610, Successive devaluation of the Sudanese pound has also significantly influenced
producers1 prices for various agricultural crops. A system of advance announcement
of prices before planting has been introduced not only for cotton but for other
major export crops.
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611. Special attention has now been accorded to rain-fed agriculture,

A number

of studies for the development of this subsector have been completed and an

overall strategy for the subsector in the context of a national food plan is
beine prepared.
This arises from the fact that rain-fed agriculture helped
hedge against the dramatic deterioration in production in the irrigated areas

now effectively rehabilitated.
Unfortunately, in both 1932/83 and 1983/84 the
rain-fed sector floundered because of the adverse impact of droughts in 1982/83,
which have now spread across the east-west breadth of the country.
Food pro
duction and livestock products in this subsector are showing dramatic falls,
612. in line with the priorities established in the SNPA, the agricultural
sector, in particular food production, has been accorded the highest priority in

the investment package.
The investment outlay tripled in two years1.time (from
Ls 59.6 million in 1981/82 to Ls 169.7 in 1983/84) with a view to providing
large scope for comprehensive agricultural development.

8.

Manufacturing industry

613. Manufacturing industry, on the whole, performed satisfactorily over the
last three years.
Manufacturing value added had shown considerable increases

of 3.1, 2.6 and 5.0 per cent on yearly basis for 1981/82, 1982/83 and 1983/84
respectively.
Such improvements, despite the shortfalls in agricultural per
formance, were largely due to Government policies with regard to increased
privatization, extension of credit and provision of other incentives.
Moreover,
the industrial sector is gradually becoming more diversified and a number of
industrial support measures have been created lately, mostly utilizing domestic
savings of Sudanese workers abroad.
614. The.major thrust in industrial policies is the development of on-the-spot
processing plants in order to enhance the production capacity of agro-based
industries, especially sugar and textile, a policy which constitutes one of the
basic priorities established by the SNPA.
In this context, a number of measures
have been taken to improve the production efficiency and financial position of

key manufacturing industries.

With regard to sugar:

(a)
The Government had reported that the four state-owned sugar factories
(Assalaya, Sennar, Juneid and New Haifa) would now be run as separate companies
under independent managements;

" (b)
Taxation of sugar would henceforth be through formal excise duties and
the practice of sugar, monopoly profits would be discontinued;
(c)
Sugar companies would be allowed to market their production in the
free: market once adequate production levels are reacheddn the country,

615. Regarding the textile industry, plans are underway to rehabilitate the
entire textile subsector.
.
■
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6-16. While these two subsectors remain priority areas in industrial development,
future plans encompass the entire industrial sector.
As a first step, an
industrial survey covering all public and private establishments in the country
has now been completed and its findings are being examined with the*;view of.
evaluating and assessing the possibilities of establishingbasic industries; which

depend on indigenous resources1for their'Taw materials;

Such a measure constitutes

' one df the important recommendations of the SNPA for industrial development in
the LDCs.

C.

Energy

.61.7.,-Energy conservation policies and prevention of depletion of traditional
energy resources such as fuelwopd. are among the most notable energy development

policies in line with the SNPA.

In an effort to increase domestic energy supplies,

increased attention was given to the development of hydroelect;ricity, the country's
main potential supply and source of energy.
During 1985/84 two hydroelectric

generating plants were inaugurated in Er-Roseires in eastern Sudan' ami two,, thermal

power stations with a capacity of 30 MW each had been installed in addition to

:_ four ).%$$( stations in Khartoum during the ,same perip^. pxe,present, inadequacy
of electricity supply resulted in considerable.idle capacity In the industrial
sector and seriously affected household consumption.
However, the completion of
Power III project, before the end of 1984 is expected to^over the demand gap for
"electricity until early 1985.
- ....
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618. on the other,.; hand, the shortage, of fuel remains a major constraint on

production and transport.
Meanwhile the Government has totally lifted, subsidies
on all petroleum products in a bid to restrain demand for petroleum and to .relieve
the budget of a sizeable subsidy burden.
As a result, the prices of petroleum
products were increased sharply in January 1983.
The price of benzine, for
; instance, went up from Ls 1.25 to Ls 3.00 per gallon.or by 140 per cent.

■

. .

■

-.': : ■ •
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Transport and communications

619. The contribution of this sector to GDP has fallen for the second year in a
row, by 10.4 per cent in 1982/83 and a further 1>7 per cent in 1983/84.
The
financial difficulties of Sudan Railways and the River Transport Corporation have
been greatly responsible for the level of services in this sector.
To redress
the situation, freight rates has been increased by ja^out 37.5 per cent and the
fares for passenger tickets
have also, been increased across the board since
October 1983.
Likewise, freight tariffs for river transport were increased in
May .1983. The increase ranged from 3p per jcent; in| the case of sugar to 166 per
cent in the case of gas-oil and petroleum products,
620. The sector received due attention in the country's investment programme;
in conformity with the priority of increased emphasis on transformational
investment established in the SNPA,
The allotment of investment to the development
of the sector has almost doubled in the last two years, increasing from Ls 44.3
million in 1981/82 to Ls 77.8 million in 1983/84.
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VI.

PUBLIC FINANCE

621. The restoration of the fiscal balance is a major objective of the recovery
programme which has been implemented by the Sudanese Government since 1978.
This was expected to be achieved both through reducing the rate of increase of
recurrent expenditure in favour of development spending, increasing revenue
particularly from tax sources and limiting government recourse to the banking
system. So far, however, the results have been mixed. On the one hand, the
rates of increase of expenditure have invariably exceeded those of revenue. On
the other hand, while recourse to the banking system has been contained somewhat,
there has been increased reliance on external sources to finance the deficits

which not only covered the entire development expenditure but financed part of the
recurrent expenditure.
Difficulties with drawing on loans over the last two years
brought in their own constraints on the implementation of the recovery programme.

622. In line with the Islamization measures, the fiscal year has been changed
from July-June of the Gregorian calendar to run from Muharram to Zul-Haja of the
Higri calendar. The budget will henceforth also include in additional revenue
source in form of Zakat. The Government is still to work out a formula and an
institutional setting for the implementation of Zakat as a complementary scheme
for the tax system,

623. However, apart from those two minor changes, the government budget seems to
be following its historical thrust and format. The basic objective remains the
implementation of the recovery programme.
In this context, the Ls 140 million

(1984/85) budget estimates showed an increase in both revenue and expenditure.
Reveriue is to increase by 2.5 per cent to Ls 164.0 million, compared to rates of

growth of 4.2 and 19.1 per cent in 1982/83 and 1983/84, respectively. Recurrent
expenditure is also estimated to rise by 9,5 per cent following rises of 22.7
and 48 per cent for the respective years. Total expenditure also kept its upward
surge, again rising by only 7.8 per cent in 1984/85 compared to increases of
28.6 and 54.7 per cent in 1982/83 and 1933/84 respectively,

624. The faster growth of expenditure than that of revenue meant a widening of the

deficit both in absolute terms and as a proportion of revenues. The deficit
increased from Ls 195.5 million in 1981/82 to an estimated Ls 864 million in or

in relative terms from 18.2 per cent to 54.1 per cent of revenue.

The increased

reliance on' external sources for the financing of the deficit is underlined by
the increase in the ratio financed by this source from 58.7 per cent in 1982/83
to 89,7 per cent in 1984/&5.

625. in a bid to regularize the economy through the positive contribution of the

private sector and to relieve the budget of sizeable subsidy burden, the Govern
ment has taken a number of measures to improve the productive efficiency and

financial positions of parastatal organizations.

Most notably in this,regard are

the sugar factories, the national airline, and the sharing-crop arrangement for
cotton production in the Gezira scheme.
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VII.

OVERVIEW OF THE ARRANGEMENTS OF THE IMPLEMENTATION OF THE SNPA

626. For the last three years, the Government of Sudan had organized several
World Bank Consultative group meetings.
According to unconfirmed information, the
last in the series was the seventh meeting held in December 1983.
These meetings,

which are aimed at mobilizing external financial and technical assistance, were
usually followed by rescheduling arrangements on debt relief, A special unit

within the Ministry of Finance and Economic Planning (focal point for the SNPA)

was recently established to assess indebtness and to follow-up and monitor develop
ments in financial assistance.

627. The Fourth-Three-Year Public Investment Programme (1983/84-1985/86) was
prepared two years after the adoption of the SNPA.
Unlike the previous program
mes, Sudan put heavy emphasis on the fourth development programme.
The programme
calls for an increase of 14 per cent in total investment outlay over the three-year
period.
Moreover, it envisaged the initiation of new projects while the thrust of
the previous three programmes was totally on rehabilitation of existing projects
(particularly in irrigated agriculture and sugar industries) and the completion
of ongoing projects and the strengthening of the infrastructure.
628. These programmes have not only provided the basis for government economic
and social policies but also provided the basis for the external assistance
requirements of the country.
The external support for financing the FpurthThree-Year Public Investment Programme is estimated at $US 1 billion annually
excluding debt rescheduling. Out of this, Sudan secured pledges to the tune of

$US 789 million at the sixth World Bank Consultative Group Meeting held in

January 1983.

'

In February 1983 at a meeting of the Paris Club, an agreement was

reached on debt relief which included rescheduling of all arrears up to the end
of 1982 and all debt service obligations due in 1983 were stretched over 16 years
with a grace period of six and a half years. Moreover, there are positive in
dications from the Seventh Consultative Group Meeting held in December 1933 that
the financial assistance requested by the Sudan for 1984 may be fully covered.
VII.

MEDIUM-TERM PROSPECTS

629. The completion of most of the rehabilitation projects, particularly in the

irrigated export-oriented agricultural sector, held considerable promise for the
restoration o£ the medium growth momentum of about 5 per cent yearly experienced
during the 1960s and early 1970s. However, the drought which affected the rain-fed
areas over the last two years had slowly affected rain-fed agriculture.
This
together with the slowing down of the flow in foreign assistance are expected to

limit the growth to perhaps only 3 per cent in 1984/85 instead of the previously

projected 5 per cent,

'
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TOGO

I.

OVERALL

^PO^TH

t

630.

Togo's gross domestic product (GDP) recorded a nominal growth of 4.9 per.

cent in 1982, as compared to 7.6 per cent in 1931 and 12.3 per cent in 1980.
The slackening of economic activity was followed, up to the end of 1983, by a
GDP of CPAF 234.7 billion, only a 5.6 increase over 19G2.
In real terms, and
considering the severe 1980-1982 inflation, the volume of GDP annual growth was
negative, declining from 1.9 per cent in I960 to -5 per cent in 1931, -5.5 per

cent in 1962f and -6.5 per cent in 1983.
Prelivnin-.ry estimates show that thereal GDP rebounded to achieve 3 per cent positive growth at the end of 1984,'
following the initiation of certain commercial and industrial activities. GDP
per capita followed the same downward trend as the over-all GDF but proceeded
much more rapidly as a result of accelerated population growth, from CFAF

70,060 in 1977 to 94,660,in 1931 and 105,736 in 1984.

evolution was negative.

II.

632.

But in real terms the

MAJOR DEVELOPMENT POLICIES

The economic policy adopted by the Togolese Republic is liberal and non-

discriminatory.

It has been dictated by the country's history and geography and

its status as a former United Nations Trust Teritory.

633.

With respect to the general price system various control mechanislms are in

use for' fuels, imported goods and certain agricultural products. The government
fixes fuel prices in consultation with the oil companies and an equalization fund

absorbs the effects of price fluctuations'. The government establishes the maximum
profit applicable to imported goods. It occasionally sets a nominal maximum level

and decrees a temporary freeze as profits. For agricultural commodities the
government establishe ruaranted prices to the producers prior to each crop year.
In general, aside from those exceptions, prices are free to fluctuate in accordance

with supply and demand.

634. The new fiscal system adopted by the Government is aimed at providing the
State the necessary financial resources for the accomplishment of its over-all
objectives, and. in future to enspre adequate funds for the development budget. •
It aims to utilize the tax system to further a financial policy at the service

of development and social justice.

To that end the government has adopted

measures designed to combine the various income taxes so as to establish a single
tax on individual income, a specific tax on corporate income and profits and the
nationalization of taxes collected by local administrations. It will also
introduce land taxes and other municipal fees which will form part of the revenue.
635. T°0° belongs to the Franc zone and is a member of the **est African ?tonetory
Union (mm) r which was set up under a 12 Hay 1962 treaty, "AMU covers Benin, the
Ivory Coast, Bukinc-. Faso, the Niger, Senegal, Togo and Mali.

Its basic functions
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are (i)
a monetary unit unit (the CFA franc), issued by the Central Bank, the
BCEAO, with headquarters .in D,-kar; £ii)
the consolidation of monetary reserves
in the French Treasury? (iii) free circulation of capital and free transfer
within the monetary union;(iv) unlimited1 free convertiability of the monetary
unit into French francs at a fixed parity CFAF 1 » 0.002 FF; and (v) the co
ordination of baking and exchange legislation.

636. .In Togo prior authorization by the Central Bank is required for all loans of

CFAF 30 million or more. Commercial banks must regularly notify the BCEAO of
the .volume of credit they have extended. A selective policy tends to channel
credit into agriculture, small and medium scale enterprises and the social sector
This as based on minimum sectoral allocation targets for credits announced each
year.

■■■■■"

iii.

gdp expenditure" :/.

637. between 1S78 and 1981, final consumption rdse: very rapidly in normal terms,

spurred by a price rise, from CFAF 126.5 billion fe'"2O6 billion representing an ; ■*

average-annual.Increase of 17& per cent.

It recorded CFAF 231 billion in 1982

256 billion in 19S3 and 233.7 billion in 1984, accounting for almost 90 per cent
of the GDP in 1983-1934. strict budget execution by the authorities produced.a

moderate nominal expansion of overhead expenditures ranging from 15 per cent in 1981 to 14.2 per cent in 1934.

638.

■'*,.■

*■

.

. *

<
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In .contrast to consumer spending, gross fixed capital formation has fallen:off

steeply since 1980. It was estimated at CFAF 56.3 billion in 1983, or 20 per cent
of GDP, a significant drop from the 1979 peak of 101.4 billion (47,7 per cent
of GDP), The main cause of-this contraction of public investment was the budget
austerity policy,Instituted by the Government in 1979. The shortfall comes to
almost 10 per cent of GDP

IV,,

PUBLIC FINANCE

;^net^een 1978 '™d 19S1 ordinary state revenue fluctuated, from CFAF 53.5 billion

1978 to 68.8.billion in 1980, declining to 63 billion in 1981 and recovering

fSJVMZ*4 biilion 1983*

current expenditures evolved on a regular basis from

ui? ? -?5?; dippin9 in ls81 to 69-2 billion as compared to 72.5 billion in 1980

while, in 1983, it stood at CFAF 74.9 billion.

Despite the austerity budgetary,'. .

measures, the deficit persisted throughout the period 1981-1993 through there, has

been some improvement in the budget balance; from -16.3 billion in 1981 to -12.9

aiilion in 1983. Heavy drawings were made on the banking system and, to a lesser-: extent, on external credits to finance the budget deficit.
'
V.

EXTERNAL TRADE BALANCE OF PAYMENTS AND EXTERNAL DEBT

640. External trade plays an outstanding role in the Togolese economy. Exports in
1983 accounted for 40.7 per cent of the GDP and imports
for 52.9
p
52.9 per
per cent,
cent, ^^

S°S

SiS^draainly off phosphate,
hh
S and, in recent ye^rs
^ c^f
cocoa, eoffS

iM?'1
1983.

O0-Odl«*« Resented 90 per cent of aggregate Togolese

The export level has-'fluctuated from CFAF 54.2 billion in 1978
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to 65.9 billion in 1983, following a high of 72.2 billion in 1980, L decline of
about 3.1 per cent in the volume of exports during 1980-1983 stemmed from""the. '
cut-off of exports of petroleum product form the STH refinery in 1981. Export
value was also affected by the decline in agricultural commodity prices,
' ■ ' '■'
expecially,

641.

coffee and cocoa.

"

■■•'■■■

-

There was a slight drop in the FOB value of 1981 imports (CFAF 87.9 billion)

after the suspension of crude oi; imports by the Societe Togoloises des

Hydrocarbures (STH) and a slump in investments and therefore in imports of capital
goods. In 1982 and 1983 the value of imports amounted to CFAF 126.4 billion and

131.6 billion respectively.

Import structure is characterized by a sharp increase

in food and petroleum products.

as a whole, the fall balance recorded a deficit of CFAF 7.9 billion in 1981
as compared to 9.8 billion in 1982 and 8 billion in 1983. Adding services

(freight and insurance) and in requited transfers, the current account deficit

was CFAF 15 billion in 1981, 30.3 billion in 1982 and 33;9 billion in 1983.

This deterioration in the balance, of goods and services since 1981 derives basically
from the unfavourable evolution of services and the continued re-exportation of
consumer products to neighbouring countries. As a percentage of GDP, the current
account deficit went from 8 per cent in 1980 to 7.4 per cent in 1981, 11 2 per

cent in 1982 and 11.9 per cent in 1983.

•

.

v*

S43. Medium and long-term capital receipts after 1979 showed a significant
reduction because of a cut back; in the public investment programme.
Rescheduling
of the public external debt with, Club of Paris creditors in 1979 and 1981 and
with commercial banks in 1982 made it possible to finance part of the current deficit
Without a stabilization programme with the IMF, the Club of" Paris provisions could

be applied by only two creditor countries and rescheduling, of the external debt,
entered us a non-monetary inflow of capital, went from CFAF 24.9 billion in 1981

to 2.1 billion in 1982.

644. The over-all positive balance of .payments in 1931, following a deficit of '

CFAF 4 billion in 198O, turned sharply negative in 1982.

Yet this over-all

deficit o£ CFAF 24 billion in 1982 was financed by a cumulative payment of arrears
on the-external debt amounting.to CFAF 35.9 billion.

In as much as this, cumulative,

arrears exceeded the over-all balance of payments deficit, it can be argued from

the accounting standpoint, that the-balance was financed by an expansion if not

external assess of the Togolese banking system.

645. The large-scale public investment .-programme undertaken as of 1974 following

the surge in world phosphate prices prompted the Togolese Government to arrange "
for sizeable external financing, much of it contracted on commercial terms.
Beginning in 1973 new borrowings were provided mainly by official bilateral donors
and multi-lateral financing institutions on favourable conditions. Accordingly
'
1980 and 1981 the actual public debt was estimated at CFAF 193.5 and 261.8
'

971iiK?1reSPeCtiVelY' Wlth debt-.-service amounting to 17.9 billion in 1980 and

^/./billion xn 1981,

These payments rose to CFAF 260.8 billion in 1982 and 306.9

billion by the end of 1983, while interest payments climbed-from 6.9 billion to
19.6 billion.
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VI.

A.

646.

SECTORAL

PERFORMANCE

Food and agriculture

Agriculture, the principal source of income and employment for the

Togolese population, is heavily influenced by weather conditions.
Its share of
GDP between 1978 and 1983 fluctuated at around 27-28 per cent, with a nominal
annual growth of 7 per cent a year throughout 1980-1983.
But because^ of price
movements in the sector, production volume has shown very little improvement.

L647. The very disappointing 2.8 per cent Vise in food production in 1984 was not
coramourate to the annual population growth of 3.3 per cent. ; However, the country's
on food self-sufficiency initiated in March 1977 is being pursued and strenghhened
by sectors designed to bring about a significant expansionof areage under

production and yield.

Results to date are encouraging'and would have

better if weather conditions had been more favourable in*1982 and 1983.

been even

Considerable strides were made in 1984, a year of abundant rainfall. Construction
of large-scale dams on the Mono and Oti were a promising development for the
future of the fishery subsector and livestock production.

64S. Desirable over-all growth for 1985-1990 is projected at 4.2 per cent a year
for,the entire rural sector, while actual;out-turn of production is considered t6
be around 2 per cent a year. The difference between tKe two rates points out the
need for vigorous efforts to enhance cereals; and cash crops production.
B.

Mining

649. Phosphate plays an outstanding role in the mining sector and provides an
average of nearly 50 per cent of export earnings. In 1980 the international

market slump caused a 3 per cent decline in phosphate exports, from 2.991 billion
tons in 1979 to 2.896 billion in 1980. Exports further slackened in 1981-1983
.-because-of the contraction in international demand for fertilizers. Actions taken
by the office Togolais phosphates (OTP) during 1980-1983 led to an output of
2.933 million tons in 198O and 2.O8O million in 1983, with exports registering
^.896 and 2.007. million tons respectively. However, export earnings improved.^
because of strong appreciati6n of the invoice currency $US.
C.

Manufacturing

ToJolese manufacturingg is-still in its
its embroynic
embroynic stage.
stage.

In 1975
1975 it
it provided
provided
In

about'12 pper centt off employment
l
IL * ^ff/ acrountin9 for about-'12
employment
in the
the private
private moneta
monetary
in
^
I f*
f,^,
rePresented 7,3 per cent of the GDP in 1982 as comparedd to 6,4 per

cent in 1981.

Expansion by the sector was only 2.5 per cent in 198.4 as against

13 per cent in 1981 and 38.9 per cent in 1980.

Any improvement in the growth rate

would appear to depend on reorganization and nationalization of the production
processes for unprofitable enterprises.

i

fir—
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653..

The SNPA target of annual average growth of 9 per cent a year for the

manufacturing sector has been difficult to attain.

during 1981-1983.

Real growth was negative

Some of the obstacles to the sector's growth have been its

heavy dependence on imports of raw materials and semi-finished products;
a narrow market;

difficult access to bank credit;

lack of operating funds;

management problems in the para-public enterprises and poor adaptation of.
technology to local

652.

conditions.

Togo's new industrial policy for 1985-1990 calls for selective withdrawal

of the

State from the industrial

industrial decentralization;

sector?

development of local

promotion of export enterprises,

and promotion of small and medium scale enterprises.

resources;

regional co-operation

Plans for the period call

for phosphoric acid projects;reorganization programme for public enterprises;
development of mining
enterprises.

research and promotion of, crafts

The industrial

and small

sector as a whole .{extractive and manufacturing

industries, water and electric power and construction)

production by 43 per cent in five years,

is expected to expand

an average annual growth of 7 per cent

which is fairly close.to.the SNPA target of 9, per cent.
,P'

653.

•

and medium size

Natural ar*d energy resources

,

;; ,

■

The energy sector cpvers electricity production, water distribution and gas

supply.
Electricity output rose rapidly between 1978 .and 1980, from 207 million
kwh to 268 million.
Production weakened in 1,9.81, primarily because of the
cutback in activities of the Industrie Textile^du TogOj (ITT) , currently been.
reorganized.

654.

Along with electricity production, water distribution is one of the two main

activities contributing to value added in the sector.

since 1980

It has made slow progress,

from CFAF.4.1 billion in 1980 to.abouti.s'billion in 1981. .. Estimates

for 1982 show a va^ue added for the sector of 4.7 billion, or 4.5 per,cent over
1981.

The hew form water policy plans to use farm perimeters.for irrigation.,

purposes.

For human water supply,

Togo is endeavouring, to reach .the goal■,set for

the International prinkirs SJater Supply and Sanitation.Decade, by. providing access to po
to potable water for the entire urban and semiurban population.,

The Government

is constructing 2,157 water outlets in rural areas, including,-1,268 mells
equipped with' hand pumps so that by.the end of 1985 some 3O, per cent of the

Togolese rural population would have access to an underground water outlet.

655.
Togo's energy dependence and the high cost of imported hydrocarbons creats
a necessity to replace termal.with hydroelectric facilities.
A concern for
attaining partial energy self-sufficiency has led the Togolese authorities;to
adopt an ambitious programme for production of hydroelectric power and the
development of other energy resources in view of changing modes for the satis~
faction of needs, despite the weak energy demand.
Technical facilities include the
planned installation between now and, 1970 of a hydroelectric, plant that could
reduce inports from Ghana by more than one third-and optimum development of
stestp-lord thermal installations to support an estimated demand of 700 in 1990
and strengthen solar energy research programme in order to promote the
exploitation of renewable energy and rehabilitate petroleum facilities.

'
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Transport and

communications

153

services

There has been a strong growth of value added in the transport and communic

ations

sector

in recent year?,

or 29.2 per cent a year.
and

from CFAF 18 billion in 1981 to

The essential

20.3 billion in 1983,

factors V7ere services provided by road

transport,

taxis

transport,

which developed over the past few years on the basis of stepped-up

the Togolese railway.

Next

in importance were maritime

activities at the Port of Lome, which is a customs-free transit point' for goods
being> shipped to landlocked neighbouring countries;
Burkina Faso.

the Niger and especially

Inter"national air transport is provided basically by the Loine -

Tokoin airport and smaller airports at Niantougou,

Atakpame,

Togo has no national airline but is a shareholder with
countries

657.

Sokode and Mango.

nine other French-speaking

in the Companie multinationale Air Afrique.

At present the physical transport and communications infrastructure poses

no major restriction on national development except in terms of rural air strips.
Following recent extensions and improvements made in the road network and the
port of Lome, transport infrastructure as a whole can now meet forseeable demand
over the next few years.

significat

However, maintenance of this infrastructure presents
problems relating to financing, management and effective control of

heavy traffic.
Guidelines set for 1985-1990 emphasizes mainteancne, management
and co-ordination of infrastructure and repair of equipment for purposes of
efficient operation, and, particularly, rehabilitation and renovation of those
segments of the :road, maritine,

air,

railway and postal and telecommunications

network that have suffered most from poor upkeep in recent years.
F.

658.

Other

sectors

Trade is an important activity in the Togolese economy, with an estimated

20 per cent share of the GDP in 1982 and 24 per cent share in 1983.
This is
because of Lome's important position as a transit and commerce centre for
neighbouring countries.
During 1931-1983 the sector grew by only 0.2 per cent.
Connnercial regulations in Togo require a permit for all imports exceeding CFAF

25,000 and all exports exceeding 10,000.
provisionally,

Trade regulations currently prohibit,

the exportation of food products.

659. Since Togo has chosen economic liberalism and indicative planning,public
services contribute only about 10 per cent of GDP.
State action is confined, on
the one hand, to undertaking direct investments or participation in the parapublic sector which has tended to expand since 1974, later contracting in 1982
to limit state involvements in strategic sectors or areas unattractive to the
private sector.
On the other. State action is indirect with regard to the
monetary and banking system, through the stipulation of conditions favourable to the
expansion of private initiative and preservation of general development aims

(investment code, particularly taxation) and regulation of (usage and price)
activities.
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VII.

660.

IYPLEMEOTATION OP THE

Under United Nations General Assembly resolution 37/133 dated 17 December

1932, Togo was classified as one of the least developed countries (LDC).
The
country is also included on the list of beneficiaries of aid from the United
Nations Sudano-Sahelian Office in 1983.
The country has decided to organize a
donors' conference at rhr beginning of 1995 in order to request for inter
national assistance to sustain its drive for overall, self-sustained and
integrated development of the Togolese economy.

'

6C1.
The donors1 round table, for which preparations are under way, provides a
unique occasion for critical evaluation of development guidelines set forth

by the Government, a re-appraisal of sectoral policies and an exonination of the
project portfolio.
Preparation of the conference involves the central and regional
administrations and will benefit from technical competence of the international
(UMDP and various United Nations agencies, World Bank), multilateral {r.D?) and
bilaterial

(France GFR)

donors.

662. ■ External aid to Togo, following a reduction in 1982 as compared to 1980,
reached a nominal value-of ?US 103.5 million in 1982.
Technical assistance
represented about 47.7 per cent of total aid, with capital resources making up
the remainder.
Administrative and institutional factors affecting the Togolese
economy's capacity to absorb such aid created problems,as did the requirements,
procedures and policies of the country itself and of the donor countries and
agencies.

663.

The 1985-1990 investment programme covering the overall development comes

to CFAF 637.2 billion to finance national- projects or national components of

regional projects and 13;6 billion for programme involving local development and
participation (micro-activities).
A total of 582.5 billion is sought in external
financing (516.9 billion for national arid regional projects, 11.6 billion for
project assistance under the NGO and from donors interested in small-scale

funding for this type of activity, as well as 54 billion in non-project financing
to improve the economy's general balance and absorption capacity).
...

■

VIII.

MEDIUM-TERM PROSPECTS

664.
Togo has,been unable to reach the overall economic growth goal stipulated
under the SNPA (an average of 6 per cent per annum) during 1981-1984, Heal
growth rates were negative during the period, although the economic conditions
prior to 1974 had ensured Togo of an annual OOP growth, of 7 per cent in real terras,
probably as a result of a five-fold increase in phosphate prices in 1974 and
higher prices for coffee and cocoa.

665.
Die 1981-1985 Fourth plan could not be implemented because it v:as unsuited to
the economic and financial crisis created by n combination of particular unfavourable
domestic and external factors.
The most important of these were the world wide
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economic slump that reduced the terms of trade for phosphate, coffee and cocoa;

border closings by certain neighbouring countries which cut back on trade, and'

the drought that decreased production of cash crops, seriously threatened food
supplies, diminished herds and increased the cost 6f energy♦ In addition many
public or para-public investments failed to produce the expected results.

666. Accordingly, the Togolese Government decided to change its policy direction
gradually, beginning in 1985, and to provide support for supply in order to stem
the decline in economic activity and the erosion of revenue by implementing a master

plan for the 1985-1990 investment programme. Under the new programme-budget system
it was to be based on the approach combining financial orthodoxy, economic
development and adjustment of development strategy means and goals1; with
higher

priority assigned to the development of productive capacity.

Based on the

development outlook up to 1990 and its multi-annual investment programme Togo
intends to plan with the greatest care and determination, for future utilization of
its full potential, taking into account the measures required by present difficult
conditions.

'^

. ■

;

I :

■'■!■;-

,
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UGANDA

I.

OVERALL GROWTH PERFORMANCE

667. Since the adoption of the SNPA in 1981, the major bottleneck to economic

;

development in Uganda had been the worsening security situation.
Since the
return to civilian rule, performance of the Uganda economy continues to improve
and recovery was sustained during 1983, indicating relative success.

668. At 1966 prices, GDP at factor cost increased by 7.3 per cent. Such strong
growth performance was explained largely by the policy measures taken by the
Government after 1981 in order to revive the economy and this included restoring
incentives to production by remunerative producer prices for export crops and
adjusting other prices to market levels, floating the currency in a dual float
ing system, restoring security, and mobilizing external and internal resources;

669. There are some indications that the economy will continue to grow at a
higher rate in 1984; albeit, the performance will be affected by the drought

'

which hit some parts of the country and by the constraint on exports created
by the coffee quota.
II.

MAJOR DEVELOPMENT POLICIES

670. The performance of the economy is indicative of the significant success

achieved by Government policy in reviving the agricultural sector especially
exports, the elimination of most of the black markets, the greatly improved
supply situation and the progress achieved in the external balance in 19831984.
However, serious problems remain and the full recovery of the economy
has not yet been reached.

671. The main thrust of the Government's policy, as demonstrated in the recovery
programmes, focused on the short-term revival of the productive sectors by re
habilitating key projects so as to improve the utilization of existing capacity.
In fact the recovery programme was launched in 1981; the Government took concrete
actions to maintain economic infrastructure and thereby enhance production, control
inflation and restore external equilibrium. Efforts were also made to rationalize
recurrent imports and balance-of-payments support.

672. \ fundamental condition for the recovery and growth of the economy is the

development of the export sector. The Government has recently increased producer
prices for traditional exports and adjusted control prices to market levels.
Producer prices for coffee, tea and tobacco were frequently adjusted to take
account of fluctuations in world commodities prices and the exchange rate.
Although these measures have boosted agricultural production, coffee, which
accounts for 92.6 per cent of total exports and 45 per cent of recurrent revenue,
is still plagued by the ICO quota allocation to Uganda.

673. Another far-reaching action taken by the Government was the floating of

Ugandan currency and eliminating the distortion created by the dual system of
exchange rates through unification of the two official rates; window one (petroleum
imports, aid-financed imports, coffee exports and window two other transactions).
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674. To revive industry and promote foreign investment, former owners of

industrial enterprises were invited to claim their property while terms of
compensation were been proposed.
The ownership issue is proving difficult to

tackle and recovery of the industrial sector is proceeding at a slow pace.
This is most serious as the parastatal sector which had grown considerably in
the last 10 years is experiencing capitalization as well as management'problems
at a time when the country has lost a sizeable proportion of skilled manpower,
.

III.

EXPENDITURE ON GDP

675. Recent trends in domestic expenditures show no drastic changes in the
general level of consumption which kept constantly rising between 5 to 6 per cent
on a yearly basis during the last four years.
However, with the rise in the
general level of income, the consumption pattern is likely to shift in favour of

manufactured and imported commodities.

676. since the advent of the recovery programme, investment has picked up but

the ratio of investment in total GDP remains certainly below the level of the
1970s and is estimated at only 8.3 per cent in 1082. The gross national savings
necessary to finance the gross domestic investment is estimated to have risen to

4i& per cent of total GDP in 1982.

■r:-:

IV.

,■

:

v:

EXftfefflfAL TS^E,' BALANCE -*F TABffiNT MW KXTS&KAk

677. The external situation improved substantially in 1983-1984^compared to
1982*1983 and 1981-1982.1

for FY 1983-1984, exports rose to $l!S592.5 million

or 11.6 per cent more than in 1982-1983 due to increased tea, tobacco, cotton

and maize exports though coffee exports were constrained by the coffee quota.
At the same time, imports went down to $428.4 million compared to $435.5 milllion
in 1982-1983. This was due in large'part to the continuous floating of the cur
rency which led to its rapid depreciation towards the dollar and higher import

prices in terms of Ugandan shillings/

,.-

.

678' With the reduction of the trade deficit, the external balance was strength

ened by a concomitant and related fall in the services deficit, while transfers
remained constant, so that the current account deficit fell by 69 per cent in
1983-1984. As a result, the balance of payments was able to accumulate reserves
equivalent, at the end of June 1984, to 3.3 months of imports compared to only
1.1 months in June 1982/;

679. External assistance lias been .'substantial and can be estimated in gross

terms at $346 million in FY 1982-1983 and $324,5 million in FY 1983-1984. With
the progress achieved in reducing payments arrears through reschedulling ami

cancellation (debt relief-Paris Club), the debt servicing situation appears 'to be
easing. In 1983-1984, official debt servicing is estimated at 34.7 per cent of
export revenues, slightly less than in FY 1982-1983 at 35.3 per cent*
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V,

A.

SECTORAL REVIEW

Food and agriculture

v

680.. The agricultural sector which contributes 80 per cent of total GDP, has

been gradually regaining and resuming the momentum for recovery.

On 1980 basis,

food crops production increased by 6.2 per cent in 1983 but substantially below'

the peak levels achieved on the early 1970s.

The food situation in the country

has markedly improved and the export of surpluses to neighbouring countries was
resumed, mainly maize to the United Republic of Tanzania and Kenya. In this
context, it appears that Uganda has achieved food self-sufficiency, a major
objective of the SNPA. Indications, however, show that due to the drought,
food production is expected to rise by 5 per cent in 1984.

681. xhe production of cash crops is also exhibiting signs of considerable

progress.

Overall cash crops production, which fell by 3.5 per cent in 1983

after a considerable rise of 74.9 per cent in 1982, is forecast to rise by
34.7 per cent in 1984. Coffee production has recovered and if the weather
holds, production is expected to increase substantially in 1984. The price
incentives set by the Government are working successfully and efforts have
been made to sustain crop performance through substantial aid from the World
Bank, EEC and USAID. However, the main problem is the coffee quota which is
set at 130,000 tons while the output potential is much higher. The 1984 exports
may be helped by~the frost in Brazil whifch could help Uganda to obtain a higher
quota, while prices are going up.

Tea and sugar production are hampered by

the lack of rehabilitation of processing factories for which ownership problems
have 'not yet been resolved. Full recovery of tea and sugar production is expected
only in 1986.

For tobacco, recovery is by now uiiderway and production has increas

ed tremendously from 400 tons in 1980 to 2900 tons in 1984.

682 xhe Government gives priority support to the development of agriculture in

the.font of increased producer prices and the. removal of all price controls
adjustment of exchange rates which benefited crop exporters, and adjustment'of
a national food plan to specifically improve the food situation in the country.
Nevertheless, agriculture is still facing transient problems which include lack
of* market organization to facilitate the flow1-of food Surpluses to deficit areas

lack:of appropriate research, rise in■ prices: of fertilizers and other basic in- '

puts required for modernizing the sector, inadequacy of agricultural services,
lack of..seed production which at the moment is acquired, from Kenya/and the lack
ot an effective credit system.

B.

Manufacturing

i

:

•

683.Based on a sample of 12 major manufacturing establishments, some process

has oeen reported on gross output which recorded significant increases during the

7oV??.yea?S' T°tal 0UtpUt inc*eased to ShU. 8.5 billion in 1983 from ShU.

7.2 billionmj 1982 and only 1.18 billion in 1980, with big gains in some branches
like food products where gross output was up by 65 per cent. Further gains are
expected in 1984 when value added at 1966 prices is estimated to rise to 16 per
cent*

l
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The manufacturing sector collapsed around 1980-1981 when plants were damaged;
machinery and. equipment were aging and as a result of the exodus of skilled man
power to other activities.
Another problem is the high dependence on imported
inputs and therefore on foreign exchange earnings.
Capacity utilization is very
low.

685. To rehabilitate the sector, the Government has called on the former owners
of the industrial enterprises to claim back their property and restart it. This
solution would have the advantages of solving the management problem and allowing
for renewed capital investment, while encouraging further foreign investment in
the economy.

.

. .

686. Apart from the general management problem, the rehabilitation process is

hampered by the lack of sufficient bank credit to provide local cover for imports,

and also the shortages of the skilled manpower
in order to achieve full rehabi
litation of existing industries, the Government has secured external funds to
help industries.
Presently a joint study with the" World Bank is being conducted
to review the entire strategy for the development of the sector.
C.

Mining

687. Under the recovery programme the copper mining industry is being rehabilitated
and funds have been mobilized for this purpose. At the moment, some production

has been resumed concerning tin and wolfram by small miners.
D.

Energy

688. Hydroelectric resources are considerable in Uganda and the present capacity

is enough to supply the needs of the country up to the year 2000, But the Owen
Falls Power Dam needs to be rehabilitated after lack of maintenance and repair
during the last 10 y-sars. The rehabilitation programme is going on-and an addi

tional 60 MW capacity will be created-

Plans are being drawn for a second power

station, with a view to export electricity to neighbouring countries, for instance,
to Kenya which presently is importing 32 MW a year from Uganda, Also it is
intended to substitute as much local sources of energy to inroorted oil in line

with the priorities established by SNPA0

Oil is presently taking a big chunk of export revenue, equivalent to 26,8
per cent of total exports earnings0
Imports of oil which had fallen to 158,100
tons in 1981 are increasing and reached189,600 tons in 3983 in line with the
recovery of the economy* The floating of,the currency and the adjustment of oil
prices have worked to ease the supply situation which is now normal and to dis
courage consumption.
There is stilt, however^ a subsidy component in the oil
prices. The rural population is still depenuent on fuel wood and charcoal.
VI-

Public Finance

690. The implementation of the 1983-1984 programme has been successful with revenue
overtaking initial estimates as tne government benefited from the continuous adjust
ment of the currency and was making substantial foreign exchange profits through
the dual exchange system. Revenues were steadily increasing and the government
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reduced its recourse to bank borrowing and made increasing resort to non-bank
borrowing such as Treasury bills and government stock purchases which later
have become a major source of financing.
On the other hand, expenditure was
curtailed by imposing cash limits on spending ministries.

691. 7he budget for 1984-1985 provides for an increase in revenue of 64.S per
cent mainly from non-tax sources as the government is not preparing any sub

stantial, increases in taxes.

This large increases in revenues is matched by

a 57.4,.per cent increases in recurrent expenditure, and most notably by a
doubling of,development expenditure which is estimated at 63.6 billion Shs.
compared to initial estimates of 28.7 billion Shs. in 1983-1984. The develop
ment budget will be financed by 53 billion Shs. from external loans and grants,
and the remaining 10.6 billion Shs. from non-bank borrowing.
To this end, the
government has raised the interest rates on treasury bills, government stocks
and saving deposits.
The rates on Treasury bills are increased up to 20 per
cent compared to previous levels of 12 per cent.
These rates are, however,
still below inflation which was running at an annual rate of 51.5 per cent
as at the end of August 1984.
VII.

ARRANGEMENTS FOR THE IMPLEMENTATION OF THE SNPA AT THE NATIONAL LEVEL

692. Aid co-ordination and administration was performed jointly by the Ministry

of Finance and Ministry of Planning and Economic Development,
To help donors
to disburse their aid programme, the Ministry of Finance was charged with the
responsibility for aid management.
For this purpose, an aid co-ordinator at

the level of Permanent Secretary was appointed in the Ministry of Finance who
served as the focal point for all aid administration. A borrowing coipmittee

was created.in the Ministry.of Finance and Bank of Uganda to review all oropiosed loans to be honoured by the government,

693. The Ministry of Planning and Economic Development is charged with the

task of monitoring aid utilization in line ,with the priorities of the Revised
Recovery Programme.

694. The government was faced with difficulties to motilize foreign exchange to

implement the rehabilitation prograimne for 1981-1982 proposed in the Immediate

Action Programme of Uganda's ten Year Programme of Action l?81-1990 prepared
for fhe UN Conference on LDC's.

Accordingly, the investment proposals were

reviewed with assistance of the Commonwealth Fund for Technical Co-operation
(CFTC). The final product of the review was the Recovery Programme 1932-1984
which was presented to the Consultative Group heeling in May 1982, The t>ro-

granane was again revised in October 1983 U "incorporate the period 1983-1985
and was reviewed by the Consultative Group Meeting in 1984.

while donors have made substantial" commitments to the Recovery Programme,

actual disbursements have been chronically slow in spite of the government's

efforts to implement the requirements and criteria set by the IMF. Mille the
commitments for new loans and grants were estimated at an.annual average of
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$US415 million during 1982-1933, actual expenditure during 1982-1983 was only
f.US152 million.
In the light of the shortfalls ia aid disbursement, the esti
mates of the investment programme for 1983-1984 were revised downwards.
Total
expenditure for 1982-1983 were estimated at -*US800 million, with another
£US924 Trillion to complete on ?oin*s projects in later years.
To comply with
donor preferences, the emphasis on sectoral distribution was shifted to
industry and social infrastructure,

696• The reaction of donors had been satisfactory in that commitments made to

;

far indicate a tendencies.,towards balance, of payment support to meet the re-'
quirements for basic imports1, the urgent need for project aid to facilitate
the shift from rehabilitation necessary ^or enhancing the absorptive capacity
to longer-term'development, to build the national capabilities in project
preparation and implementation.
More than 50 per cent an&r40 per cent of the
commitments made were in the form of project aid and programme aid respectively,
Moreover, the commitments are higly concessional with half being in the form

of pure grants, and 1-oans with a grant-relement of 60 per cent,

'".

"

""'■■■;_

■ ;-'Vin. SffiDIUMaTERM PROSPECTS

697. Due to°the prevailance of the drought in 1984: an^ the constraint and
iinposition of^qubta restrictions on coffee, growth in \984 is expected to be
less than in 1983 and may be down by at least a percentage point from the 1983
level. Account must also be taken of the difficulties facing recovery in the
industrial sector and the unresolved security situation which could derail the

whole recovery programme. i:

698. In 1985 given return to normal weather, and even if the coffee quota is
not increased growth should be much stronger and n»e.y fe comparable, to the level
reached in 1983,

.

.j*-
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UNITED REPUBLIC OF TANZANIA

I.

^99=

OVERALL GROWTH P^RFORF/ftNCE

Despite the persistent financial and economic difficulties that continued to

plague the Tanzanian, economy during the pc-st four years,

a roodest increase in

GDP growth rate of 1.5 P^r cent (?t 1956 constant prices) was recorded in 19^3

after two successive years of decline by 1.9 per cent in 1902 and 2.5 per cent
in 19-1» Nonetheless the real v<Jue of output of TSh 11,571 million in 19"3
was still 3 per cent lowar than the 1500 GDP level of TSh 12,035 million.
This
poor overall growth performance is attributed to deteriorating production levels
in major productive sectors.

700,

Agriculture, which accounted for 34 par cent of GDP in 19a3j registered a slight

decline of 0.9: per cent growth conpated to the steep fall of 5«^ per cent in 1932 a
and c per cent in 19*^1. However, the drought conditions in many areas of the country,
particularly the surplus regions,

crop production*

resulted in drastically reduced food and cash

The value of manufacturing output (at 1956 constant prices) also

decline by 3*4 per cent compared to two successive years of negative growth trends

of 0 per cent in 19^2 and lO#3 per cent in 1931.

The mining sector also performed

poorly, with output dropping by 10.1 >^er cent as against a fall of 4*2 per cent
in 1922.
II.

MiJOR DEVELOPMENT PROBLEM AND P0LKI2S

701, The slight upturn in real GDP growth rate in 19-3 has not been reflected in
volume of output mainly because the directly productive sectors suffered production
shortfalls.

The principal factor negating the growth potential of the economy is

that projected foreign exchange requirements under the structural adjustment programme

(SAP) had not been attained, resulting in the inability of the Government to finance
imports of raw materials and other essential inputs and sc.pre parts for the
agricultural,

for inputs.

manufacturing end mining sectors which dep<2nd highly on foreign sources

In the ccse of agriculture, the major problem,

exchange requirements,

had been the

attractive producer prices and,

in addition to foreign

lack of incentive to farmers in terms of

along with the mining sector, the failure of the

Government to provide the lr.rge—scale investment needed to exploit production
possibilities.

70^, Another major problem facing the economy is the persistent recurrence of budget
deficit since 1979/30 which had led to increased bank borrowing to finance the
deficit and in FY 19'-3/34 ^he Government borrowed TSh. 3*320 million from the
Central Bank, a 5.7 per cent increase over the FY I9C2/C3 levels. Associated with
the expansion of bank credit is the escalation of the general price level, due in

part to the acute shortage of basic commodities. In I9O2/O3 the inflation rate was
estimated at 27 per cent and is expected to be r.t the same level in 19^3/^4« In
addition to the financing of recurrent expenditures from bank borrowing, the
Government continuously absorbs the burden of inefficient public parastatals through

the provision of heavy subsidies.

Until December 19^-3» crop authorities were in

arrears to the extent of TSh. 2,525-7 million which had been written off as bas
debts and the Government had taken over its repayment over the next six

w 11/35
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703= Since 19C2, corrective measures have been tsjten--by the Government to restore
the necessary balances in the economy.

A three-year structural adjustment programme

(I9C2/G3-I9C4/O5) was worked out in consultation with the IMP and th^-' World Bank
which is aimed at increasing the level of foreign exchange earnings:f. ad justing
the budget and reducing money supplyj
trade.

increasing exports and consolidating internal

The programme, in its third yee.r of implementation, has succeeded somehow

in creating.an impact in areas which do not have a direct bearing on;foreignoexchange
requirements,

such ss institutional reforms and cost reduction measures.

For'■■the

productive sectors which,,rely exclusively on external sources for supply of raw

materials, the acute shortage of foreign exchange has seriously impeded production,
especially in the agricultural sector, where shortfall in food production warranted

doubling of grain imports in 19^3/-4 to cover the resultant food deficits*
704" foreign exchange %s regarded as the main source of the ..difficult economic
situation in the United Republic of Tanzania end hence the Government is introducing
measures to improve the flon of such resources,

the measures include an export rebate

scheme; flexibility in operating external accounts by companies, especially ;crop,
authorities; an allowance to import critical raw materials which are repaid- after

sales of output or through a. barter system, etc.

As,of 1 July 19"4» Other measures

included the abolition of subsidies for fertiliser and pesticides to various crop

authorities; producer prices for the 19"4/35 season had
of 2,6 to 55 per cent for !the major cash crops — coffee,
tobacco* The exchange rate was adjusted by 2.6 per cent
the US dollar .as cocipared-to the previous TSh 12,5.
In

been increased in the range
tea,- p^rethum., cotton and
in June 19^4 at TSh 17 to
order*...to reduce cost and

increase efficiency of parastatals, the Government had closedfidown a number of
companies and others are to*be streamlined.

In manufacturing^;the Government, is

promoting inter—linkages between productive sectors whereby -increased utilization
rO>f local raw materials is encouraged especially for agro—based industries .in order
to reduce their dependence on.imported inputs and hence on foreign exchange.

III.

DOMESTIC 2XP2TDITUR3

"V

:

705= in I923, gross fixed capital formation (at constant 1965 prices) of T5h'.l,93C

million was around 17 per cent lower than the 1932
as ?- proportion of GDP, a decline from 20 per cent
Savings declined in 1933 representing only 9»^ per
a'record level of 13 per cent in 19-01.' Government

level of TSh 2,3^5 million or
in 1902 to 17 per cent in 1933/
cent of GDP .as compared to
consumption increased to l5«2 per
cent of GDP in 19'33 while private consumption fell to 75 per cent of GDP as against
80 per cent in 19-0.
.
.

IV.

PUBLIC FIN&NC3

; -

.

.

7 06 .The Tanzania^ Government/ adopted an austerity budget in FY19Gl/C2. which involved
a slight, increase in recurrent' expenditure and s.-£ per cent cut in development .
expenditures, but because ^ctual revenue out-rmn^ did not reach target levels a large

budget deficit ensued*

The; deficit persisted in: BY193S/33 despite further reductions

in public expenditure on defense and development.

Total recurrent revenue was .: ; ■:

around TSh 12,000 million in ?Y19"2/33 while recurrent expenditure originally budgeted
at TSh 14,444 nillion increased by 4»2 per cent to TSh 14,735 million, which resulted
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in a budget deficit of TSh 2,735 million. In FYI9G3/G4, total recurrent revenue
is estimated at TSh 13,125 million, an increase of 5 per cent over the original
estimate made possible by intensive efforts to collect tax arrears and also
improved methods of tax collection. Oi the other hand, total expenditures
increased by 14 per cent over the FYX9G2/C3 level, at around TSh 16,240 million,
implying a budget deficit of TSh 3»H4 million or 19.2 per cent of recurrent

expenditures.

For FY1904/05, total expenditure is expected to be ISh 21,450

million and revenue is estimated at TSh 14,O2G million, leaving a budget gap

of TSh 10,352 million whicft is expected to be financed from external sources

(loans and grr-nts) to the tune of TSh 3,015 million and non-bank borrowing of

TSh 1,437 million.

707. Fiscal measures to be taken by the Government to raise revenue include increasing

the rate of sales tax on petroleum products, specific taxes on foreigners import
taxes; which is expected bring in another TSh 1,000 million. A switch will be made
to a progressive capital gains tax system, from the uniform 20 per cent levy now in
operation and withholding tax on management and professional fees, interest charges
and other similar payments to external residents will be brought in line with .,
neighbouring countries* In spite of all these measures, a financing gap of
f
TSh 5»200 Million which is still iirjnxnent will be covered from domestic bank
borrowings.

7; EXTERNAL TRADE, BALANCE OP PAYMENTS AIJD EXTERNAL,DEBT

708o The country's external trade position continues to be severely hindered by

;

growth prospects in the commodity producing sectors, notably agriculture. However,
the decline in export volumes in 19-3/04 was somehow compensated by the favourable
world commodity price situation, particularly in relation to the devalued local
currency. As a result, the value of exports slightly increased to TSh 3,772 million
as compared to TSh 3,767 million in 1932/G3. Imports declined by 10.2 per cent from
a level ofTSh 10,239 million in 1933/04 to TSh 9,^33 million in 1932/03, which was

consequent upon the Government"s restriction of imports due to shortage of foreign

exchange.

Thus the trade deficit was reduced by TSh 1,012 million from the I9C2/83

deficit-of TSh 6,472 million. The balance on services showed a decrease of 9 per
cent from TSh 361 .million in 1902/03 to TSh 330 million in 1903/04. Ch the

contrary, the balance on transfers rose by TSh 241 million from its 1902/03 level
of TSh 1,107 million. These developments, along with the trade balance position,
led to an increase in the overall balance-of-payments deficit of TSh 1,016 million

in 1903/84 compared to a defeclt of TSh 907.4 million in 19O2/G3.

Current total external dsbt is between $US 1500-1000 million. The Government
had hoped to reschedule its debt but the Paris Club creditor nations are not willing
to enter into any negotiations until the Government has reached an agreement with
the IF3F which has blocked an undisbursed ct<~-nd-by credit of SDR 165 million

($l55«3 million) since 190O because of the Government's refusal to accept certain

conditionalities, especially the 35 per cent devaluation of the Tanzanian Shilling.

The World Bank has also suspended lending to the country, except for IDA credits
which are now limited to project aid only and cut from an annual lending of $130

million to a mere $40 million.
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VI.

REVI3K OF SECTORAL
^•

Food and agriculture

710o In 1933, the agricultural sector contributed around 34 per cent to GDP but in
growth terras, a slight decline of 0,9 por cent was registered which is an improve

ment over the steep falls of 5* • per cent in \§22. and 0 per cent in *19Cl.

However, ■

in absolute terms, the level of real agricultural output in 19'-6 was TSh 3|H4 *''
million, about 14 per cent lower then the 19-0 output of TSh 4,5^0 million.
Food

production was hardest hit mainly because of the input of adverse weather conditions

especially the drought, which resulted in reduced output of major cereals (maize,
paddy and rice), Major grain purchases by the National Milling Corporation (NM3)
during, 19^3/-4 amounted to 150>2?C tons as compared'to 177, loS tons in 1932/83.

Consequently, the resultant food deficit was covered by grain imports of 32.5,086

tons in I933/34 which is double the imports of 1932/G3 at 152,932 tons.

Food-aid

requirements for 1934/35 are estimated r.t 255,500 tons ^cid total food aid pledged
is around 92,000 tons.

711» As for cash crops, although actual figures for 19^3/^4 domestic purchases by
crop authorities is not yet available,

the situation is likewise grim for output

levels of all major cash crops. Between 193l/o2 and 19-2/33, sisal output fell
by 28 per cent or from CO,535 to 45,137 tons; coffee by a reduced magnitude of
0.9 per cent or from 54,^32 to 53, 00 tons; cotton production from 134f264 to
129,142 tons and tobacco output from l5.,104 to 13,531 tons.
Measures taken by

the Government to increase agricultural production include raising the share of

public investment allocated to the, sector in the development budget from 12,7 per

cent in 19^2/83 to 20.4 per cent in 1934/35; an annual review and adjustment of
producer prices, ranging from 26 to S5 per cent for major cash crops in 1933/34 as
well as ensuring a minimum level 01

of essential requirements.

foreign exchange allocation for the purchase

Rinds for recurrent expenditure for the sector.ih

I9S4/O5 for research, training and extension has been raised to TSh 705 million

as compared to T3h 319.7 million, in 1933/34 ^nd TSh 153*- million in 1932/03.
;

712D

.

B,

Manufapturin g

>

The manufacturing sector has experienced a considerable decline over the past ;--

four years, notably in 19o2 when output declined by Z per cent and in 1931 by

l8»3 per cent.

,

In 19^3, the value of manufacturing output (at 1956 constant prices)

declined by a reduced magnitude of 3«4 per cent, although such an improvement in
the growth trend of the sector is still far behind the SNPA target of achieving
an overall annual growth rate of manufacturing output of 9 pe** cent or more during

the 1930s.

_
C.

E'lining

"

■

- ■

713. The mining sector's contribution to GDP (at constant 1965 prices) declined >■
by 10.1 per cent in 1933. Diamond, which is one of two valuable mineral exports,
declined in sales in 1934 due to decreased world prices although production

increased by 13.4 per cent to 142,54^*32 carats during the first half of 19^4
as against an original production target of 120,000 carats.

The major problems

.
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in the mining sector are the inability of the Government to make the

large—scale

investment required for the rehabilitation of old mines and the introduction of
modern mining techniques to enhance productivity.

Also,

the poor marketing

arrangements for small—scale miners has led to c substantial amount of their
output going through unofficial channels, thus ridding the Governirent of
valuable foreign exchange earnings*
A gold nining venture is underway in the
United Republic of Tanzania with concessional financing from Finland that will

involve a Three—Year

project study on exploitation and photography at an

initial cost of $US 25 million which may run up to $75 million.
D.

Health and education

714- The contribution of the health and education sector to GDP increased by 13#2

per cent in 19^3 due ^° considerable increase in Government administration and
associated services^

Thus, the share of these sectors in GDP rose from 23.3 per

cent in, 1931 to 26.per cent in 1S-3. "Bie: Universal Primary Education (UPE) launched

""by the government in the early 1970s has led to romarkaole achievements,

Primary'

school enrolment rose from 1 million in 1972 to around 3 million in 1978health sector,
ratio

increased- infrn,s jruotvirr.IL-1 f::ciliti:jp li^vo ,lod to in increase

of hos-oita-VDedS' to? popul it i o?i uhich is

Eo

715'

made,

I-i "^^

In the

2-reas

': :11

ov;r.t\_'

".virago

for

in the

nil

Snerrc; ".-^. natural Ras'ourcos'

of energy and

■■a^ural resources,

Guost-mrlial i.iv^st.iion'-;

is 'oeing

aimed at achieving self—sufficiency in energy requirements and to provide

clean waterrto all the rural population by 1990.

The energy and water subsector's

contribution to,GDP continued to increase,
In 19^3 it increased by 4»3 per cent
which was lower than the increase of 5*A'per, cent in 1932.
The United Republic
of Tanzania is heavily-.dependent on oil exports which, on the average,

over 60 per cent of foreign exchange earnings.

absorb

To reduce such dependence, the

Government is exploring other energy resources ,like coal, for which a Tanzania/
China agreement to establish a coal mining complex has been concluded with a
total project cost of TSh 955 million of which the foreign exchange component

of TSh 4^2.1 million will be provided by Chine and the rest by the Tanzaninan
Government.

About 35 million tons of coal deposits has been discovered at

Kiwira in the-fifbe.ya-. region..of which 26.55 million tons are minerable.
716* The enormous hydroelectrici-ty potential of the country is been exploited

and in 1984 a 220-KV Iringa-Dodoma power transmission line, which is part of the
northwest grid,

was completed at a total cost of TSh 510 million.

220—KV Mbeya-Mirundi

Another

line is under construction at a total project cost of

TSh 242 million and it is expected to be completed in April 1935*

Natural gas

discoveries in Songo—Songo (l25 miles south of Dar es Salaam) will earn the

country about $100 million annually beginning from 19-7 from export of ammonia
fertilizers.
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F«

717-

Transport and. Comriunications

The contribution of the transport end coiiimunications sector to GDP increased

by ?-«5 per cent (at 1955 constant prices) in 19-2 compared to 2,1 per cent in 19-1.
This trend is far below the target of the Fourth Five-Year Plan of a 7.3 per cent
annual growth r%te to be achieved by the sector.
The major problems facing the
sector are the shortage of transportation facilities; poor maintenance of roads
and railway lines; inadequate workshops; shortage of spare parts and other basic

requirements.
In 19-31, concessional funding of TSh 1\Z million was secured to
improve the 50-km kiloanbero—Ul&nga road and another sum of TSh 300 million was
earmarked to finance an all—weather road Uniting the Ulanga district to the

national network.

The Tanzania railway is undergoing a major overhaul in 1935*

Expansion of the Dar-es-^Jalaam international airport

is also underway involving

the extension of runways, installation of communications, air navigation and
radar systems, etc., which will enable the airport to handle 1.5 million passengers
a

year.

VII.

OVERVISU OF ARRANGEMENTS FOR THIS IMPLEMENTATION OF THE SNPA

718, The focal point for the implementation of the Substantial New Programme of
Action in the United Republic of Tanzania is the Ministry of Planning and Economic
Affairs.
The Government had requested the Tforld Gink to establish a Consultative
Group mechanism for the mobilization of external financial and technical assistance.

In 19041 a Consultative Group meeting was organized in Paris at which donors
declared their intentions on bilateral and multilateral official, development

assistance flows to the United Republic of Tanzania during the Fourth Five—Year Plan
implementation period.
Net financial inflows, i«e», private and official transfers

plus net capital inflows, reached TSh 4>000 million in 1933» *n increase of 12.7
per cent over the 1900 levels.
VIII.

U2DIUU T3RM PROSPECTS

719
Aside from the structural weakness in the Tansanian economy, the country
continues to face unprecedented financial and economic difficulties dating to

1979/30 and prospects in 19-4 look bleak.

This is attributed mainly to the

inability of the Government to mobilize the annual projected foreign exchange
requirements necessary for essential imports, particularly of raw materials

and other basic inputs for the key productive sectors.

The outlook for 19^4 is

clouded by the drought which has occurred in many parts of the country,

especially

the surplus producing regions. GDP is forecast to drop by 7*5 per cent in 19'34
(at 1930 prices) although a substantial recovery is imminent in 19^5 with normal
rainfalls and the impact of increased agricultural producer prices which might
be reflected in higher production levels, particularly of small holder farmers.

