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1- INTRODUCTION

1. We, the African Ministers responsible for Foreign Affairs and the Ministers

responsible for Economic Development and Planning having convened in Addis

Ababa from 29 to 31 March 1936 for the extraordinary meeting of the Council

of Ministers of the 0rgani2ation of African Unity and for the extraordinary

session of the Conference of Ministers of the Economic Commission for Africa

and, acting for and on behalf of all the Governments and Peoples of Africa,

have made a careful assessment of the alarming deterioration of the social

and economic conditions in our region and do hereby present to the special

session of the ,United Nations General Assembly on African economic situation

through its Preparatory Committee of the Whole, this our submission on Africa's

economic and social crisis.

2. ' First we wish to express our profound gratitude to the international

community including governments of individual countries, the United Nations

system, voluntary organi2ations and agencies as well as the millions of people

all over the world for the very generous assistance to the relief effort during

the calamity that recently affected many of our countries.

3. We, as an integral part of the world community, continue to be gravely

concerned by the profound crisis in our social and economic structures. We

recognize that this not only jeopardizes the development process of our

economies but also the very survival of millions of our people. The tragic

and disastrous famine and hunger that many of our countries have experienced

as a result of the recent drought has convinced us that we must, individually

and collectively, take immediate and urgent action to establish a new, stable

and durable social and economic order in our countries.

4. In full recognition of the potential of our region, we reaffirm pur total

commitment to the primary responsibility for the development of our continent.

In this context, we reiterate our continued full commitment to the basic

principles and long-term objectives of the Lagos Plan of Action and the Final
Act of Lagos.

5. We, however, wish to stress the fact that to establish a prosperous future

for our region, there is need for our governments, our peoples and the world

as a whole to focus, in the short and medium terra, on specific priorities

that will pave the way for national and collective self-reliant and

self-sustained growth and development of our economies. We, therefore,

reiterate our determination to face and overcome the twin challenges of survival

and development through the immediate implementation of Africa's Priority
Programme for Economic Recovery 1986-1990 adopted by the Assembly of Heads

of State and Government of the Organization of African Unity at its twenty-

first ordinary session held in Addis Ababa from 18 to 20 July 1985. It is

within this context that we submit the present document to the special session
of the General Assembly-
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6. Africa is deeply appreciative of General Assembly resolution 39/29 and
the comprehensive Declaration on the Critical Economic Situation in Africa
annexed thereto as well as General Assembly resolution 40/40 in which the

General Assembly decided to convene, from 27 to 31 May 1936, a special session

of the General Assembly to consider in depth the critical economic situation
in Africa, focusing "in a comprehensive and integrated manner, on the

rehabilitation and medium- and long-term development problems and challenges
facing African countries with a view to promoting and adopting action-oriented
and concerted measures". We see the special session as part of the- process
that has been going on during the past three years involving, inter alia,
considerable international discussions and debates on the nature, causes and

solutions to the African economic and social crisis. Therefore, we sincerely
hope and wish that by the end of the special session the international community
will have entered into a viable and action-oriented compact with Africa: a
compact that will be the beginning of a new era in international co-operation
with the continent-

7. To prepare for the special session, Africa has painstakingly evaluated
its past and present situation. The preparations involved joint OAU/ECA
missions to each and every African country to enable a full articulation of

the approaches and needs for the implementation of the Priority Programme.
Extensive consultations were also made at all levels of the international
community to ensure that a comprehensive and balanced view of the African
situation is presented to the world as a whole.

8. The synthesis of a critical self-examination and global consultations
xs the present submission that analyses the nature of the African crises of

development and the potential for its future development and outlines actions
that are required from us and the international community to. ensure the

launching of a genuine development process in all our countries. Our submission
is presented in two volumes each consisting of two parts. Part I of . volume

one consists of the analysis of the African crisis and the region's, future

prospects as well as a summary of our main conclusions and proposals, including

the framework of a follow-up mechanism. Part II of volume one contains an

analytical presentation of Africa's Priority Programme for Economic Recovery

1986-1990. In view of the heterogeneity and vastness of our continent, the
specific considerations and concerns of the different subregions have been

highlighted in order to demonstrate the growing differentiations among regions
and individual countries. Part II of volume one concludes with a chapter

giving the overall picture that has emerged from the submissions of the
individual African countries.

Part I of volume two gives country-specific profiles for each of the

50 African Member States of the United Nations. Each profile contains details

in five sections covering the economic performance since 1980, areas of focus

of the national recovery programme, highlights of policy reforms, estimates

of resource requirements for the national priority programme 1986-1990 and
estimates of debt servicing requirements covering the same period. Part II

of volume two consists of statistical appendices on all the African countries.
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9. Our proposals identify what our Governments and peoples are doing and

are determined to do and what we expect from the international community.

On our . side, we reaffirm our commitment to mobilize all our resources for

developmsnt purposes and. to undertake, individually and collectively, all

measures and policy reforms necessary for the recovery of our economies and

the revitalization of genuine development to the benefit of all our peoples.

It is our collective and individual determination to make all the sacrifices

required for bringing about economic rehabilitation recovery and development-

Accordingly, we will, inter alia, take measures to strengthen incentive schemes,

review public investment policies, improve economic management, including

greater discipline and efficiency in the use of resources, encourage domestic

resource mobilization and ensure the; broad participation of all our peoples

in the veritable fight against poverty, famine and hunger and disease and

ignorance. As part of the compact, we call for a firm commitment by the

international community, to assist our Governments and peoples in the

realization of the objectives outlined in Africa's Priority Programme for

Economic Recovery 1986-1990 (APPER) which should constitute for us - the

Africans and the international community - a common point of reference and

a new dedication to do better and more for Africa.

10., We have no doubt that the General Assembly at its special session will,

within the framework of the proposed compact, give our proposals the seriousness

that they deserve and on their basis come out with concrete arrangements and

commitments that will provide a stronger foundation for self-reliant and self-

sustaining development and thus enable the continent to make a fuller

contribution to. world development.
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2. THE CRISIS OF AFRICAN DEVELOPMENT AND FUTURE PROSPECTS

11. At the height of the drought-induced emergency situation of i983-1985,

the African economic crisis was the subject of lengthy debates at the General

Assembly and its Economic and Social Council. These debates, wfrich Were

based on several reports which analysed the causes - both remote and

immediate - of Africa's economic situation, culminated during the thirty-

ninth session of the General Assembly in the adoption of resolution 39/29

to which was annexed the Declaration on the Critical Economic Situation

in Africa.

12. It is thus clear that not just Africa but the entire international

community has become conversant with the plight of the continent and the

main actions that need to be undertaken to extricate it from the pangs

of underdevelopment. Indeed, the African drought situation is a

manifestation - albeit a most dramatic and painful one - of the long-term

problems of poverty that confront the continent. While not trying to

minimize the impact of the devastating drought and while, at the same time,

being appreciative of the humanitarian assistance provided by members' 6f

the international community, it is important to realize that1 the droUgnt

has merely accentuated Africa's more pervasive and structural problems.

Therefore, unless' the fundamental factors underlaying 'Africa's economic

and social crisis 'are attacked dt the root through durable and long-term

structural transformation, Africa will perforce remain the sick child of

the international community, a situation which is no doubt extremely

undesirable. Consequently, it has become a matter of urgent necessity

for the international community to assist African Governments to undertake

long-term structural transformation which will guarantee development and

progress and ensure effective participation in the exploration of the

tremendous opportunities for human advancement that modern science and

technology has made possible.

13. Africa certainly cannot accomplish this complex task without the active

support of the international community. This special session provides

an opportune occasion for the international community to enter into a firm

compact with the African people for laying the foundation for the structural

transformation of the African economies on the basis of Africa's Priority

Programme for Economic Recovery 1986-1990 'apPER) which African Heads of

State and Government adopted in 1985.

Fundamental causes of the crisis

14. At the heart of the African crisis is the failure to achieve the

structural transformation and the economic diversification that are required

to move the continent away from inherited colonial economic structures,

typified by a vicious interaction between excruciating poverty and abysmally

low levels of productivity, in an environment marked by serious deficiencies

in basic economic and social infrastructures, most especially the physical

capital* research capabilities, technological know-how and human resources

development that are indispensable to an integrated and dynamic economy.
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15. In this part of this document it is our intention to focus on the

fundamental causes responsible for Africa's recurrent crisis as distinct

from secondary or tertiary causes which, while no doubt are aggravating

factorsf will only provide temporary relief if attention is concentrated

on them rather than on the fundamental causes of the crisis.

16. Twenty-five years after independence, the basic economic structures

of African countries have changed very little. Most African countries

are still heavily dependent on the export of a narrow range of primary

commodities for which there is very little domestic demand. In spite of

the recent shift of emphasis in favour of food production, research and

extension services and direct investment as well as basic infrastructure

in this critical sector still lag behind the attention given to export

crops; and the linkages among the economic and social sectors are still

so weak that many African countries do not as yet enjoy the mutually

supportive sectoral interactions that are essential for building dynamic,

self-reliant and selfsustaining economies. Furthermore, with such a lack

of interdependence, African economies are particularly exposed to changes

in external factors and cannot generate from within themselves either the

necessary momentum for sustained development or the capacity to withstand

external shocks. Particularly serious is the socio-economic dualism evident

in the very large subsistence or near-subsistence sector which still accounts

for 60 to 80 per cent of gross domestic product and which continues to

exist side by side with the relatively small and disjointed monetized

enclaves dominated by mining and other extractive industries. These modern

enclaves, producing a narrow range of minerals and fuels for exports, are

for the most part dependent on imported capital, equipment and skills,

with the result that activities are seriously constrained by limitations

of foreign exchange. Indeed, it is significant that over the past decade

or two, mineral producing countries have not been able to undertake the

most-needed overhauling of this sector for lack of necessary capital.

17. Of particular concern has been the performance of the predominant

agricultural sector, reflecting a long-term deteriorating trend in

agricultural production and per capita food production. Over-dependence

on rain-fed agriculture, inadequate investment, poor incentives to farmers,

inadequate application of science and technology and research and extension,

absence of efficient pricing, marketing and distribution systems and

institutional constraints were the major factors behind this disappointing

performance. During 1971-1980, agricultural production grew by a mere

average of 1.6 per cent per annum. This compares unfavourably with a rate

of growth of 3 per cent for the developing countries as a whole. The

deterioration is more noticeable in food production. At a time when Africa's

population was growing at an average annual rate of growth of 2,8 per cent

during the 1970s, total food production in the region as a whole was growing

by no more than 1.5 per cent, with the result that food self-sufficiency

ratios dropped from 98 per cent in the 1960s to 86 per cent in 1980. During

1980-1984, food self-sufficiency ratios declined further as food production

increased by a mere 1 per cent while population grew at a rate of 3 per

cent. It is only obvious that food production has not been receiving the

attention it deserves and has indeed lagged behind the production of export
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crops. No wonder then that with the growth in food demand, the volume

of total food imports have increased during 1970-1980 at an average annual

rate of 8.4 per cent, not to mention the increased dependence on food aid.

The cumulative result is that today one out of every five Africans depends

for his/her survival on food imports, about 25 per cent of which is provided
by food aid.

18. As far as the exports of primary commodities are concerned, it has

been argued that in spite of falling prices, Africa has no choice but to

strive to maintain its share of world market for its main export commodities

in order to generate the foreign exchange resources needed to provide the

imports required for development programmes and essential consumption,

as well as for maintaining foreign debt at manageable levels without

increased dependence on grants and external policy directives. Obviously,

such a policy would be justified only where it would contribute to a net

gain in foreign exchange earnings, that is, where an assessment of the

prospects for primary commodity prices leads to the conclusion that the

foreign exchange costs of generating additional exports would be less than

the gross earnings from those exports. There have been occasions when

African producers of primary commodities have been concerned that the

additional earnings from export expansion would not be sufficient to cover

even the cost of producing the additional exports. Internal costs would

also have to enter into the calculations, especially if the production

of the additional exports entails the diversion of resources from domestic

activities, such as. the production of staple food crops, that will itself

lessen dependence on imports.

19. The heart of what appears to be a veritable dilema for policy is the

low productivity of African economies; the heavy dependence of domestic

production on importss failure to diversify into nev7 types of exports;

and, the absence of domestic linkages. For example, hardly any African

economy has as yet achieved the stage of structural sphistication that

enables resources to be .shifted fairly easily, depending on changing

situations in world markets, between activities producing for exports and

those producing goods, including import-substitutes, for domestic

consumption.

20. All these essential aspects of the structural problem that must be

addressed to maintain the competitiveness of African exports of raw

materials, increase the domestic value-added of such exports through greater

processing and use raw material exports as a springboard for generating

the productive environment that will launch African countries into world

markets . for manufactures. Unless these central problems of structure are

addressed, to do more of the old things - producing the same raw materials

for exports in traditional enclaves and with the same degree of dependence

on the imports of materials and skills - would be like chasing a mirage.

21. It will thus.be clear that lack of structural transformation and the

widespread low level productivity of the African economies are the

fundamental causes of their continued underdevelopment and persistent

economic crisis. Therefore, a substantial raising of the level of

productivity in all sectors, particularly in agriculture, is a sine qua
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npn for putting the African economies on the road to development. So also

is structural transformation, without which many African countries will

not be able to attain the stage of self-reliant and self-sustained

development with the implied structural flexibilities that will enable

them to take their place as effective partners in the international system,

acquire the capacity to adjust, at no great social and economic costs,

to changing situations in world markets and be able to cope with the basic

needs and the rising aspirations of their populations on a sustainable

basis.

22. While African countries are fully aware that the task of structural

transformation will require increased inflow of external resources and

more support from the international community in ameliorating the external

constraints to their development, they are also conscious of the fact that

it will demand on their part a radical change in development priorities.

Nowhere has this lesson been more clearly demonstrated than in the case

of some of the African countries that have joined the rank of petroleum

producers and that have discovered that unless major structural

transformations are accomplished and major changes made in the orientation

of development priorities, dependence oh oil exports is no more than a

mere replacing of one type of monoculture with another, apart fro.T. bringing

other serious economic ana social problems in its wake.

Aggravating factors: endogenous

23. What has complicated the African situation still further is that the

continent now has to cope not only with the central problem of structural

transformation and low productivity but also with those factors that have

tended over the years to aggravate Africa's economic situation. Such

aggravating factors have led to major economic and social distortions and

have brought about new types of maladjustments and imbalances in the African

economies. Some of these aggravating factors are endogenous while others

are exogenous. Among the endogenous aggravating factors,- the most serious

are the structural imbalances evident in the sharp contrasts between urban

development and rural poverty, the great disparities in income distribution

and the divergent trends in birth and death rater, that have resulted in

a rate of population increase far in excess of what can be sustained by

present rates of economic growth.

24. Other aggravating endogenous factors include the inadequacy and/or

misdirection of human and financial resources? inappropriate economic

strategies and policies; poor economic management; inadequacies of the

institutional and physical infrastructures; the persistence of social values,

attitudes and practices that are not always conducive to development; and,

political instability.

25. Since the population problem has given concern to many people in and

outside Africa, it requires to be treated at some length. Africa's

population, which is currently growing at an estimated average annual rate

of 3 per cent, is expected to reach over 880 million by the turn of the

century and almost 2 billion by the year 2025. Unless the necessary
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fundamental changes of structural transformation, and substantially improved

levels of productivity take place at a faster: rate, these growth trends

will have fai-reaching implications for the continent's ability to raise
production and incomes., provide adequate food supplies, ensure gainful

employment, expand essential social services such as education, health,

water, housing, transport, etc. and protect the ecology and environment.

26. That having been said, significant differences in population growth

rates in different parts of the continent do exist and need to be recognized.

While some parts of the continent are clearly experiencing or are on the

verge of untenable population rates of growth, other parts, mostly in Central

Africa, are experiencing rates of population growth that are relatively

low. In spite of the rapid overall rise in population,, it is a matter
for serious debate whether the African continent, the.least densely populated

continent on..the globe, is over-populated or underpopulated. But this
does not detract from the fact that the continent does have a population

problem because, due to pervasive low levels of productivity and structural
rigidities, the rate of growth of food production has consistently been
below the rate of growth of population. It must however be pointed out

that the population problem has also arisen largely from the relative success

of African countries in reducing mortality, during a period when their

capacity to produce the goods and services required by a growing population,

has stagnated or in many parts fallen. Thus while a population policy

has to be put in place by each government, on the basis of the Kilimanjaro

Programme of Action on Population adopted by all our Governments in 1984,

there is no doubt that unless the structural transformation and the measures

for raising the general level of productivity - including vital breakthroughs

in agronomic research - that the continent so. badly needs are pursued with

sufficient resolve , and speed to reverse the present declining production

trends, the spectre of over-population will continue to haunt policy-makers

in what might otherwise look like a half^empty continent.

Aggravating factors; exogenous

27. The international recession, the collapse in commodity prices, the

adverse, .terms of trade, the decline in real terms in official development

assistance (ODA), increased protectionism, high interest-rates and the

heavy burden of debt and debt servicing obligations of African countries

are among the more serious external constraints that have further aggravated

the crisis. While admitting that Africa is not the only region to be

affected by adverse trends, unfortunately, the continent does not have

the capacity that other regions have to cushion the impact of those external

shocks on account of the structural rigidities and the excessive outward

orientation and overt dependence of the African economies.

28. Because of their particularly serious aggravating effects, it is worth

saying a little more about the implications of the collapse of commodity

prices, the debt and debt-services burden and the decline in resource flows.
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29. The global recess.! on. and the sh; ^-p cor-t r-ictr-on ir v;orld demand have

caused a sharp drop in the prices of primary products, particularly those

in which Africa has a comparative advantage and which are likely to remain

its rr.ain source of foreign exchange earnings. In real terms, commodity

prices in 1982 were at their lowest level since 1940. Between 1980 and

1933, the cumulative for^Ujn sychanga lenses from the sharp fall in commodity

prices reached some $U5 13.5 billion, equal to about 2 per cent of total

output in this period,

30. The rapidly, escalating magnitude of the region's debt and the debt

servicing obligations have exercised major debilitating effects on the

African economies. While the total debt figures might seem modest, relative

to those of other debtor regions, Africa's debt burden is more serious

than that of major debtor nations. Between 1974 and 1985, Africa's total

external debt, including short-term debt and the stock of accumulated

arrears, grew by more than sevenfold to reach over $US 175 billion in 1985.

In relation to exports and GDP, Africa's total external indebtedness more

than doubled between 1974 and 1984. Debt service ratios have soared so-

fast and have also become so unmanageable in a large number of African

countries such that the region, as a whole, has had more than 32

reschedulings in a period of less than three years and repeated and growing

arrears have become common practice to the extent that 20 African countries

reported payment arrears at the end of 1984. The gap between debt servicing

capacity on ..the one hand, and sorvicing obligations on the other, has

approached the 50 per cent mark in many countries and if total debt servicing

obligations - including arrears - are taksn into account, this ratio would

exceed 100 per cent in many countries and would reach unbearable levels

for some countries«

31. Indeed, the situation could soon degenerate: into total chaos unless

urgent and imaginative. actions are taken to, alleviate the burden of debt

and debt repayments. The expiration of grace periods associated with recent,

restructuring and an increased level of repayment whioh is expected to

occur - particularly in relation to IBRD and IMF loans - are anticipated

to raise total debt-service payments fro::t za ^rnual average of $US 4.3

billion daring 1980-1962 to over $US 14=4 billion per year in 1986-1990.

Current debt, relief measures within the framework of the Paris Club have

generally proved to be -.na^equats boca^se of the- failures to rapidly restore

adequate levels of trac> finance and to provide for additional flows.

Moreover, the relatively high charges associated with such reschedulings

have often resulted in a worsening of the debt profiles. In many instances,

Paris Club arrangements are, by their nature? limited since they exclude

non-guiranteed loans, short-term credit end debt owed to multilateral

institutions, socialist creditors and other developing countries, which

represent a significant component of dobt, reaching in many cases close

to 50 per cent of the total debt*

32. The impact of the collapsing coaimodity prices, the mounting debt burden

and the sharply declining debt servicing capacity has been further compounded

by contracting external capital flows. Net resources flows from all sources
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declined hy about 28 per cent between 1980 and 1984 while official
development assistance (ODA) flows have declined by about 9 per cent over
the same period.

The way forward

3j. T.icco
ea, pervasive low levels of productivity

and aggravating internal and external trends, have combined to place Africa
in s-uch a weakened position that nothing short of radical measures will
be necessary to save the African economy from collapse and ensure the
fundamental restructuring and policy reorientation that will launch the

continent on the path of self-sustained development. Bold steps must

therefore be taken to change these structures and establish more dynamic,
self-reliant and self-sustaining economies in which economic growth and
development would be more dependent on internal demand stimuli. This will

be achieved by adopting an integrated approach to development that takes
into account the effective interdependence of sectoral economic activities

and recognizing the special role played by food and agriculture as a leading

production sector and the main centre for thfe necessary intersectoral
interdependence and linkages? by increasing the substitution of factor

inputs, from within the system for those derived from outside; by altering

the nature and type of goods and services, particularly food, needed to

meet the basic needs of the majority of the population; and by strengthening

sub-regional and regional co-operation r.nd encouraging the co-ordinated
exploitation and utilization cf the vase resources of the continent for

the benefit of our people. Abova all, those efforts must translate

themselves into a marked increase in productivity in all sectors and
particularly in the leading focd and agriculture t-octor.

34. Having said this, it must also be stressed that achieving such a task

would be extremely diificul., il not a^togecht-r Iui.ile, without the
amelioration of the factors mentioned above, both internal and external,
that have aggravated the structural crisis.

35. On the internal side, special attention needs to be accorded to the

role played by human resources, PoJiii-as will naod to be pursued to ensure

the effective development and utilisation of human resources in all fields

and sectors, ensure the effective participation of the people in all

dimensions of development, develop indigenous entrepreneurial capabilities,

both private and public, and establish sound basis for political, economic

and social justice. Particularly in the food and agriculture sector, the

focus of attention must be the peasant farmer with special reference to

female farmers who dominate food production in most countries.

36. Particular efforts need to be invested in improving the management

of the African economies through, inter alia, the efficient allocation

and use of resources; improvement of public management systems, institutions

and practices; reshaping the public services to become more development-

oriented services; L.improvement cf the performance of public enterprises;

and the better management of foreign debt and foreign assistance.
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37. Special importance will need to be accorded by each African country

to a population policy that will„ inter alia, address issues of high

fertility, morbidity and mortality, rapid urbanization and migration, the

problems of children and youth and the protection of the environment in

a manner that would ensure compatibility between demographic trends and

the desired pace of economic growth and development.

38. On the external side, improvements in the international economic

environment will need to take place if the economic restructuring measures

and reform of policies and institutions are to succeed, and the international

community must assist Africa in finding imaginative solutions to these

serious exogenous constraints over which Africa has no control and which,

if they persist, will frustrate any efforts towards development, no matter

how serious and bold they may be.

39. It is generally accepted that the seriousness of the African situation

will need for its alleviation substantial additional flows of concessional

resources. In this connection, it is recognized that some initiatives

have already been taken, notably the World Bank's Special Facility for

Sub-Saharan Africa, the recycling of the IMF's Trust Fund and the proposed

replenishment of IDA-8. However,, given the magnitude of the tasks that

have to be performed, these initiatives, welcome and important as they

are, will have to be substantially expanded and new proposals will need

to be considered to mobilize the volume of resources that will be required

to enable the African countries to cope effectively with the problems of

structural transformation and low level of productivity.

40. The severe drought situation of the past three years has helped in

no small way to give Africa the unfortunate image of a continent of horror

and misery, a continent going down the hill, without resolve or hope or

will of its own or any chance for survival. There are those who would

indeed tend to regard Africa as a write-off. The fact, however, is that,

in spite of the human and social tragedies of the immediate past and the

economic retrogression since political independence, Africa remains a

continent of great and tremendous potential, almost all of which have so

far remained untapped. African States are now most anxious that these

potentials be realized so that their continent should not continue to be

the weakest link in the network of world economic interdependence.

41. Africa has a workable and promising future and a development capacity

which must be strengthened and utilized for its peoples to enjoy a

respectable standard of living, and for political and social stability

to prevail. This is recognized and accepted by all African Governments,

Africa is a large continent covering almost a quarter of the earth *s land

mass. It also has a veritable culture of its own. Besides, it is rich

in physical and human resources and strategic minerals. For instance,

it has substantial proven reserves of commercial energy while at the same

time possessing ample renewable energy resources such as solar energy,

bio-gas and winds. Africa also has the inherent capacity to lay the
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foundation for rapid, self-sustaining socio-economic transformation once

it is able to surmount its current crisis and difficulties. Par from being

a lost cause Africa has the potentials to become a strong and viable member

of the international community.

42. African Governments are committed to laying the foundation for an

endurable economic recovery and development through the rehabilitation

and revitalization of the African economy currently envisaged by APPER.

The costs and the sacrifices involved in such efforts are enormous and

definitely beyond what Africa can conveniently afford or endure on its

own without untold hardship to its populations. But development assistance

and aid, necessary as ii_ is, is not a pre-condition for the rehabilitation

and recovery efforts which African countries are irrevocably committed

to undertake so z.s to avoid recurring incidence of structural emergencies

such as drought, cyclone and famine.

43. In this battle for survival and development, African Governments have

recognized the necessity to fully mobilize and utilize all their domestic

resources. The co-operation and assistance solicited from the international

community is therefore intended to complement the tremendous efforts which

African countries have decided to make in the years ahead to put their

economies on course. By so doinq? Africa is underscoring, anew, the new

phase of shared responsibilities and genuine partnership which must prevail

in a world that prides itself as an interdependent community,. By sharing

in the tasks of African development through a new compact the international

community will no doubt make the job easier and ensure that the painful

and arduous tasks are accomplished faster and at less costs in terms of

human suffering. Africa is convinced that given the necessary support

from the international community, it is capable, in the not-too-distant

future, of establishing national, subregional and regional structures that

are sufficiently dynamic, selr-reliant and interdependent, to enable it

to function as an effective partner in the international economic system.

44. The African development crisis is not an exclusive African problem

but one that concerns mankind as a whole- Interdependence and

interconnectedness is today a living reality as no region of the world

can act as if it were alone. A sick Africa therefore means a sick world,

and an Africa that remains stagnant or perpetually backward economically

is a threat to the security of the world- Recognition of mutual interests

by the world community should ordinarily lead to the fulfilment of mutual

needs through international co-operation for development. Without sustained

economic development in the world's poor regions, of which Africa is a

notable example, there is a real danger that the lofty ideals of equitable

international development and human solidarity would at best be hollow

and ineffective, and at worot a mere facade. Helping Africa to overcome

its problems of mass poverty is thus an essential element of an international

strategy that should aim e.t creating a mutually more tolerable environment

for all the world's people.
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3. SUMMARY OF CONCLUSIONS AND PROPOSALS

A, Conclusions

45. This chapter contains a summary of our conclusions and proposals. As

indicated in the preceding chapter it is our firm belief that the underlying

causes of our underdevelopment and persistent economic crisis are the lack

of structural transformation and the pervasive low level of productivity,

aggravated by exogenous and endogenous factors- The endogenous aggravating

factors include the structural imbalances evident in the gr,eat disparities

in urban and rural development and in income distribution, the divergent trends

in birth and death rates, the inadequacy and/or misdirection of human and

financial resources, inappropriate economic strategies and policies, poor

economic management, institutional and physical infrastructural inadequacies,

political instability and the prevalence of social values, attitudes and

practices detrimental to development. Among the more serious aggravating

external constraints are the international recession, the collapsing commodity

prices, adverse terms of trade, the decline of ODA in real terms, increased

protectionism, high interest rates and the heavy burden of debt and

debt-servicing obligations of African countries.

46. Given the weakened position in which Africa has been placed by a combination

of these factors, we are convinced that nothing short of bold steps and radical

measures are needed to save the African economy from collapse and ensure

fundamental restructuring and policy orientation that will ^Launch the continent

on the path of self-sustained development. While we are fully aware that- the

task of structural transformation will require a new approach to development

assistance from the international community, we are also conscious of.the fact

that it will demand, on our part, a radical change in development priorities,

hence the necessity to forge a new compact between Africa and the international

community.

47. In the circumstances, our proposals are directed at providing solutions

to medium- and long- term problems which emanate from the following broad

conclusions:

(a) Although the structural transformation of the African economies is

a long-term endeavour, the process must be started immediately and urgently.

APPER, as a programme of action, helps to translate the broad principles and

objeqtives of such endeavour into sharply focused, practical and operational

set of activities to be implemented over the next five years so as to lay the

foundation for durable structural change and improved general level of

productivity.

(b) In any programme of action for African recovery and development,

the rehabilitation and development of agriculture demands the highest priority

while other sectors supportive of agriculture and rural development are also

of tremendous importance, namely industry, transportation, health, education.
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and other social services. There is also an urgent need to take fundamental
measures to deal with the problems of drought and desertification, and efficient
development and utilization of human resources.

(c) A tremendous amount of domestic effort will have to be mobilized
for the effective implementation of APPER. The programme nevertheless represents
only the bare minimum and the core of the investment programmes required to
develop the capacity of African economies to cope with the present crisis and
the excruciating problem of underdevelopment. The implementation of APPER
should therefore be seen as the beginning of laying the foundation for structural
transformation.

<d> While Africa is deeply appreciative of the very positive response
?odo international community during the critical emergency period between
1982 and 1985, it is vital that the international community, should now look

beyond the emergency and supplement the domestic efforts currently being made
to achieve a lasting solution to the problems of structural and chronic
underdevelopment. Indeed, the broad commitment of the international community
to meeting the gap in resources required to finance APPER will not only ensure
its speedy and full implementation but it will also constitute a compact between
Atnca and the international community to put Africa's economy , on the path
or rehabilitation, growth and development.

(e) If that goal is to be realized, the support of the international
community should not be limited to the financial flow of resources. It should

also address those aggravating exogenous factors, the amelioration of which
would go -a long way to restore the capacity of Africa to lay a new foundation
tor development, apart from creating a healthier international economic
environment to the benefit of the entire world.

it) More specifically, the structural transformation of Africa would
be greatly helped by the elimination of barriers, especially non-tariff measures
that restrict the entry of African products to important export markets.

(g) Given the acuteness of Africa's debt problem, it is necessary for
the international community to support a package of measures that will free
African countries from the present excruciating debt burden.

(h) The African continent, in spite of ' its basic economic and social
characteristics, exhibits very wide disparities both among countries and between
subregions. Therefore, in viewing African social and economic problems and
the crisis of development, and in order to ensure balanced and equitable
development, it is necessary to take full cognizance of the peculiar problems
and neeos not only of individual African countries but aiso of those of the
various subregions. Consequently we have divided Africa into seven subregions
based purely on common ecological and economic factors rather than follow the
traditional subdivisions patterned on economic co-operation arrangements.
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B. Proposals for action

48. On the basis of the above major conclusions, a number of proposals are

considered important and urgent. These proposals take into account the decision

of General Assembly resolution 40/40 to focus on the challenges facing African

countries with a view to promoting and adopting action-oriented and concerted

measnres. The proposals cover both what Africa commits itself to undertake

in the short and medium term of the Priority Programme and in:the longer term,

as well as what Africa expects from the international community. It must be

stressed that the proposals for domestic and international action are neither

exclusive of each other nor exhaustive. They are, like the priority programme,

intended to focus on those areas that require urgent action with immediate

arid long-lasting results for the resolution of the crisis.

49. In order to ensure success, we propose that a new set of relationships

- a compact - be forged between Africa and the international community which

will be built around the principle of co-responsibility in which support for

Africa will be linked ivith evidence of growing determination on the part of

the African people and their Governments to pull themselves up by their own

bootstraps through the making of exceptional sacrifices in mobilizing domestic

resources, to optimize the efficient use of such resources and to back all

these up with appropriate policy reforms and adjustments. On their part, the

international community will commit themselves to a hew approach in their co

operation with Africa which will be based partly on substantial increases in

the flow of highly concessional resources and, no less important, to putting

in place essential policy measures which will enhance the capacity of Africa

in its efforts to mobilize its domestic resources and will considerably

ameliorate those exogenous factors dealt with in the preceding chapter.

50. On the side of African countries, individually and collectively, there

is an unshakable resolve to urgently undertake all those measures that are

outlined in the Priority Programme to ensure the rapid recovery of the African

economies and a substantial improvement in the well-being of our peoples. Our

proposals for national, subregional and regional action include the following:

(a) National emergency preparedness

While the worst appears to be over as regards the emergency situation

in Africa, it must be recognized that many African countries are still fragile

vis-a-vis climatic changes and other natural calamities, and that it will take

some time before they establish enough resilience to cope with such problems,

if and when they occur. It would be desirable therefore to create and sustain

national emergency preparedness capacity involving the institution of effective

early warning systems and national food security arrangements to cope with

future emergencies and catastrophes.
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<b> Focusing on agricultural development

In line with APPER and to make a start on structural transformation, African
Governments are determined to give a new push to agricultural development with
partxcular attention to elements such as increasing levels of productivity
and production. The four broader investment areas on which our effort will
concentrate are U) arable land development and land improvement; (ii) livestock
and anxmal product development; (iii) mechanization; and (iv) storage and
marketing. Total investments under APPER is estimated at $54.73;2 billion which
is 47.6 per cent of the total cost of implementing APPER. This is substantially
more than the 20-25 per cent target to which our Governments committed themselves
last year. In addition particular attention is also given to elements such
as the establishment or strengthening of incentive schemes, better agricultural
pricing policies, effective credit and adequate input delivery systems, networks

of agronomical research institutions and diffusion of appropriate agricultural
technologies, improving the distribution systems of rural transport, and making
the rural peasant farmers including women food producers genuine economic actors.
Finally measures designed to increase food' security and food processing at
national, subregional and regional levels will be given primary attention.

<c) Tackling the problem of drought and desertification

Although drought and desertification requires a long-term approach, there
is need for immediate action by -.he African countries at national, subregional
and regional levels to implement a comprehensive programme for drought and
desertification and to stem and control the effects of drought and
desertification on both the ecological environment and the development process.
African Governments are, therefore, committed to continue to undertake measures
relating to massive afforestation and reafforestation, better management of
water resource including river basins and irrigation, protection of common
eco-system and the development of alternative sources of energy to replace
wood fuel. .■*■**

(d) improving public investment policies

African Governments recognize that the public sector will have to continue
to play an important role in the development of the region. It is, however,
also recognized that public investment policies have to be greatly improved
to make the public sector efficient and more productive. African countries
are, therefore, determined to rationalize public enterprises to make them viable
and profitable. The positive role of the private sector is also to be
encouraged. ;
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(e) Improving resource mariagerngnt

Africa re-affirms its strong belief in the necessity of improving resource

management along a two-pronged approach involving financial resources on the

one hand and human resources on the other. With respect to'financial resources,

African countries will endeavour to increase the mobilisation of domestic savings,

reduce, wastage and resource ;mis-allocation, improve financial control and

accountability systems, improve the management of debt and external assistance

and control defence expenditures. With respect to human resources to African

countries are keenly aware of the need for establishing a broad' base of popular

participation in the development process,. Particular attention will, therefore,

be given to the role of women - especially rural women - in development and

the special problems of African youths. Steps will also be taken to re-examine

the education system and to reorientate it in new directions that will promote

the development of those skills that are most relevant for African development.

Efficient utilization of manpower resources including measures to control the

brain-drain and ensure political stability and human rights will be necessary

for the tapping of the energies of African peoples.

(f) Strengthening the institutional framework

Proper social and economic management will only materialize if African

countries urgently strengthen their social and economic institutions at all

levels. To, this end, African national and multinational institutions will be

made more responsive to the challenges of development through the improvement

of their management systems, rationalization of their activities and elimination
of duplication of efforts.

(g) Other policy reforms

Africa has demonstrated its determination to tackle its social and economic

crisis through, among others, the adjustment measures that it has undertaken

in the recent past. Though the task**1 involved have often been difficult and

painful, Africa has recognized the necessity to bear the burden and made the

necessary sacrifices to the extent possible. In the coming years short term

adjustment measures will give way to the medium and long term structural
transformation. Austerity measures will be continued with prudence through

appropriate monetary and fiscal reforms. Liberalization, wherever possible

and profitable, will be attempted? and population policies will also be undertaken
wherever necessary.

(h) In order to deal with the divergence, and defferentiations among African
subregions and countries the following proposals are made bearing in mind the

unique problems which the groups of countries concerned face in their efforts
to accelerate their rates of economic growth s

(i) The areas most seriously affected by drought and desertification,

namely, the Sahel region, plus the Sudan, Ethiopia, Somalia,
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Mozambique, Botswana and Lesotho have diminishing opportunities
of raising domestic resources for implementation of the priority
■programme.. They also face problems in instituting recovery

programmes because of the limited economic options in the wake

of severe climatic conditions. In fact, for some of these
countries, especially those in the Sahel, the road to

self-sufficiency in food production is paved with particular
difficulties especially as they are not in a position to mobilize
from domestic resources more than 4.21 per cent of their
requirements, depending on external sources for the balance

Therefore in ■ order to tackle the environmental, development and
human problem, in these countries, programmes for afforestation
and reafforestation, as well as for the development and utilization
of water resources will have to be put in place while special
investments should be made to develop alternative sources of

energy to wood fuel and charcoal in order to protect the ecology.

This should include research and development of small gas, coal,
or oil stoves suitable for rural communities. In addition, drought
resistant crop varieties will have to be developed.

(ii) With regard to the African island nations, these countries are
virtually isolated from the mainland both in terms of transport

and communications as well as trade and other social factors
, unlike, their counterparts in the Caribbean which have access
to the strong economies of North America. A special programme
will need to be devised for these countries to develop trade
and transport linkages with the African mainland as well as with
the rest of the world. Additional resources are needed for
programmes aimed at protecting them against the devastating effects
of cyclones, typhoons and floods.

(iii) The countries in the East, Southern, Central and non-Sahel West
African subregions require special assistance in tropical and
sub-tropical agriculture research. Hitherto, limited locally-
based agricultural research has been" conducted in crop
diversification, high-yield seeds and the control of pests. These
countries also urgently need intensive research in methods to

combat, widespread animal and livestock diseases such as rinderpest,
foot and mouth as well as to control the tse-tse fly At the
same time, due to the heavy rainfall in some of the areas, the

problems of storage and transport also acute require larqe
investments.
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51. On the part of the international community Africa expects a full

determination to support the individual and collective efforts of the African

countries to implement the priority programme and thereby establish a new era

of international co-operation between Africa and the rest of the world along

the lines of our proposals contained in paragraph 50 above. The action-oriented
proposals that Africa wishes to make in this context are as follows:

(a) Commitment to a common point of reference

Africa's Priority Programme for Economic Recovery 19i>6-1990 provides the

necessary framework for a transition from emergency and short-term actions to

the re-launching of long-term programmes for self-sustaining socio-economic

development. This being the case, it is vital that the international community

fully accepts the priority programme as the basis for the re-ordering of

assistance programmes. Such an acceptance would enable the compact between

Africa and the international community to have a universal basis for joint

programming, elaboration of policy frameworks and other arrangements for the

recovery of the African economies and their eventual transformation. If the

international community perceives the African priorities in this framework then

the solidarity of the world with the African countries will most likely bear
the expected results.

(b> Improving the co-operation environment and structures

While it is recognized that each bilateral or multilateral donor has its
own rules and procedures, there are some general areas in which changes can

be usefully made. For an effective support of Africa's efforts to promote
economic recovery and long-term development, action has to be taken to improve

the structures and environment of co-operation. The basic elements of such
improvement should include;

(i) a shift from project support to programme support of the priority

areas of the recipient African countries with a view to giving

medium-term indication yard;

(ii) review cf the effectiveness of technical assistance in Africa?

(iii) donor co-ordination to ensure more effectiveness of assistance
. , to specific programmes. In this regard the donor community should

streamline the co-ordination of their aid policies so as to achieve

maximum results in their support for the implementation of APPER?

(iv) institution of a mechanism that will monitor and follow-up on

donor commitments, and disbursements of assistance to Africa.
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Improvement in the external environment

no oe examined m a variety

(i) adoption of policies in the rest of the world that are conducive
to growth rather than contraction of the world economy;

(ii) elimination of protectionism through, inter alia, the removal
of barriers especially non-tariff measures that restrict the
entry of African products to specific important markets;

(iii) refraining from agricultural and trade policies which have a

TZZT) ^" °n Afi' "* versification

(iv) creating and strengthening structures that aim at effectively
reducing the instabilities in the prices and: earnings of African

t Yf ""^ " ^^ prodUCer pricSS ™* guaranteedt f

in the prices and: earnings of African

returns Yf ""^ " ^^ prodUCer pricSS ™* guaranteedreturns form an essential element of the domestic reform package,

f rdT^ ^ '^ internatio-1 ^el is for a combinationf dof corodT nternatio-1 ^el is for a combination
of commodity agreements and compensatory finance to avoid the
sharp falls in export earnings that characterized the first hal*
of the 1980s and which prejudiced the implementation of a coherent
agricultural development strategy. consent

(d) Alleviation of Africa's debt burden ;

•"counte«d. ^"e difficulties in estimating Africa's debt

long-term debt «*and publicly guaranteed conunercial debt. For example in

ntitld ^i ZZlt% "

the Libyan Arab Jamahiriva is Sn<? a **a kh

total to an average of U 2^ b'lfL" er^anL" 5™^ ^^^f^r1Ts
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IDA-eligible cpuntries (29)

(i) Principal

(ii) Interest

Total

Non-IDA eligible

sub Saharan countries (G)

(i) Principal

(ii) Interest

Total

North African countries (4)

(i) Principal

(ii) Interest

Total

Annual average for 41 countries

Estimates for 1986-1990 period

SUS billions

3.910

2.967

6.877

5.268

4.22G

9.49G

4.725

1.629

b

22

113

.354

.727

.635

The figures which are shown on a country-by-country basis in the Profiles
contained in Part 1 of Volume Two of our submission are limited to only official
credits and publicly guaranteed commercial debt and are projections based on

debt levels as of 31 December 1933. The overall picture these data present
is as follows:

A. Official Credits;

< i)

(ii)

Principal

Interest

Total

$U5 billions

24.780

12.125

36.905

B. Commercial Credits:

(i) Principal

(ii) Interest

Total

C Total debt service:

(i) Principal

(ii) Interest

Total

D. Annual average of debt servicing payable

26.695

7,457

34.152

52.475

19.083

71.057

14.211
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Whichever figure is taken the gravity of the African debt situation is

indisputable. The annual debt service obligations will be in the range of

$14.2 billion to $22.7 billion during the next five years. This is certainly

beyond the means and capacity of African countries to service. Therefore,

appropriate measures have to be taken most urgently by the international

community to alleviate Africa's debt burden and thus enable the region to focus
on its problems of economic recovery.

We are accordingly putting forward the following package of proposals:

(a) conversion of ODA debts and interest obligations with grants;

(b) consolidation of non-ODA official debts and service payments thereon

due over the period of the Priority Programme 1986-1990 into long-term loan*

repayable over 30-40 year period on concessional terms with 10-year period

of grace;

(c) improving the existing framework for commercial debt renegotiation

Capping and reducing interest rates for commercial debts as well as consolidating

debt-service payments for these debts and their repayment over a long period

of time on concessional terms will further reduce the size of Africa' s debt
obligation.

<e> Supporting Africa's policy reforms

There is need for extensive support, to sustain the reforms that Africa

has identified as necessary and on which many of them have already embarked.

In particular unless African countries are assisted in ways that enable them

to expand their import capacity during the period of the priority programme,

many reform programmes will be compromised. For example, Africa will need

to import more fertilizers, pesticides, tractors, spare parts and other equipment

to rehabilitate the economy. To this end, Africa proposes that:

(i) non-project aid, particularly balanceof-payments support, to

African countries should be greatly expanded during the period

1906-1990?

(ii) donor countries and agencies should agree to ease the procurement

requirements and administrative procedures to ensure fast

disbursement to African countries for production inputs and

for policy support assistance; and

(iii) donor countries and agencies should substantially increase their

aid budgets as well as speed up the disbursement of funds in

support of policy reforms.

(f) Financial support for Africa's Priority Programme

Africa's Priority Programme sets priorities among the many priorities

of the African countries. Thus the support that the international community
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should give to its implementation should be seen as special assistance to a

special programme. The external resources gap of $US 34.6 billion that has

to be filled by external assistance during the programme period 1986-1990 is

specific to the Priority Programme and it represents an annual average of $us

6.9 billion.

52. In addition to this gap, we must take account of the debt servicing

requirements of African countries during the next five years. As already

indicated under section (d) above, this will come to an amount ranging between

$US 14 billion and $US 23 billion annually on the basis of available information.

However, to the extent that our package of proposals on ways and means of

alleviating the debt burden are accepted, to that extent will the debt-servicing

burden be eased. For example, the conversion into grants of all ODA debts

and interest obligations will mean a relief of approximately some $US 3 to

5 billion per annum. The consolidation of non-ODA official debts and service

payments thereon into long-term loans repayable over a period of 30 to 40 years,

with a 10-year period of grace, will bring an additional relief to the tune

of $US 4 to 6 billion per annum. This will leave Africa with the core debt-

servicing burden of commercial credit estimated at between $US 7 and 11 billion

annually. If, as we suggested above, the interest rates on these commercial

debts are reduced and the debt-service payments thereon are consolidated for

repayment over a long perod of time, additional reliefs will be provided to

African countries from this source. Unfortunately, we are not in a position

to quantify such reliefs.

53. It should have become- crystal clear from our proposals that if international

support were limited only to filling the gap in the investment requirements

for the implementation of the Priority Programme without at the same time

providing substantial relief for debt-servicing, the African countries might

at the.end of the period be worse off than they were at the beginning. There

is no way in which African countries can move from a debt-servicing obligation

of $US 4.3 billion per annum during 1980-19£i2 period to one ranging between

$US 14 and 23 billion per annum during the period of the Priority Programme.

Even if all the domestic resources being mobilized to finance APPER are used

in servicing debt, the African countries will still not be able to meet all

their debt obligations, let alone have resources left to finance APPERn

Therefore, the central issue in the compact is what the international community

does in alleviating the debt-sC.ervice obligations of African countries.

C. Follow-up mechanisms

54. The implementation of the decisions of the special session of the General

Assembly is a critical element in the success of Africa's Recovery Programme.

Therefore, the establishment of effective and workable follow-up and monitoring

mechanism is an important and integral part of the global programme of action

to deal with Africa's social and economic crisis. There is general agreement

that it is absolutely essential that a machinery be put in place to monitor,

on a continuing basis, the implementation of the Priority Programme so as to
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ensure that problems and bottlenecks are identified at an early stage and

corrective measures are instituted without delay. For this reason, it shouic.

be emphasized that experience has shown that post facto evaluation of programmes

has often proved too late to allow for remedial action. The follow-up ar.ct

monitoring mechanism is also essential in order to periodically apprise the

international community of the progress so far achieved at each stage in the

implementation of the Priority Programme.

55. In adopting APPER, African Heads of State and Government worked out an

elaborate and comprehensive follow-up arrangement at the national, subregional

and regional levels. The most significant among these is ths setting up of

a 15-nation Permanent Steering Committee to follow-up on the implementation

and to report periodically thereon to the Assembly of Heads of State and

Government. This Permanent Steering Committee is serviced jointly by an inter-

OAU/ECA secretariat. Indeed, it is the Permanent Steering Committee that has

been the focal point in the preparation of this our submission to the special

session.

56. However, the idea of a compact between Africa and the international

community in the implementation of the Recovery Programme must also include

an element of co-responsibility in the monitoring of follow-up actions required

from the decisions of the special session. This means that, over and above

the follow-up mechanism already put into place at the national level, a join;;

National Government and Donor community follow-up mechanism must be instituted

at each national level. Such a mechanism will monitor both the actions of

the national governments as well as those of the international donor community

within the framework of the compact agreed upon at each national level. There

is also the need for an international periodic review and appraisal arrangement

to be agreed upon. We shall now dwell on these two at some length.

Joint donor community/national government monitoring and follow-up mechanism
at; the national level

57. Many African countries have already derived valuable experience from the

operations of the Consultative Groups and Roundtables. However, these

arrangements meet on an ad hoc basis and have limited responsibilities. More

often than not, they are more concerned with resource flows although in recent

times they have begun to discuss policy issues and policy reforms. It is rare

for them to consider debt and debt-servicing issuer as these are regarded as

the preserve of the Paris and London Clubs. Yet it will have become abundantly

clear from our analysis that it is totally unrealistic to separate debt and

debt-servicing issues from resource flow problems and policy reforms. All

the three are inter-linked and should realistically be treated together.

58. Another limitation of the Consultative Group/Roundtable arrangements is

that they do not meet regularly. The ad hoc nature of their operations mean

that many fundamental decisions are taken bilaterally and with little

co-ordination and inadequate attention to long-term needs. Hence, we propose

that a possible new machinery having the following ' characteristics should be
considered:
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(a) It should be a joint committee consisting of senior representatives

of the governments concerned as well as senior representatives of the major

bilateral and multilateral donor countries and financing institutions;

(b) In order to drive home the principle of co-responsibility under the

compact, there should be two co-chairmen to preside over the meetings of the

monotoring group, one chairman to be appointed by the host government and the

other by the donor community operating in the country concerned;

(c) The monitoring group, unlike the Consultative Group, or the Roundtable,

will meet regularly, at least twice a year, particularly during the initial stage,

and preferably each meeting alternating in terms of venue between the host country

and the capital of one of the major donor countries; and

(d) While it should be left to each national government and the donor

community concerned to work out the terms of reference of each monitoring group,

the following should constitute the core;

(i) to translate into operational terms the commitments agreed to under

the compact, covering the whole period of the Priority Programme

phased into annual activities and commitments;

(ii) the coverage of such programmes and commitments will include resource

flows, debt-servicing relief and policy measures to be introduced

both by the national governments and the international community;

(iii) to review and monitor progress in the implementation of agreed

commitments both on the part of the donor community and the national

governments;

{iv) in the light of such views, to revise and update the national action

programme ? and

(v) where it is considered necessary and feasible, to set up a joint

secretariat to be manned and financed jointly by the national

governments and the donor community in the country concerned which

will be responsible for servicing the monitoring group.

At the international level

59. It is proposed that the General Assembly should agree to undertake a review

and appraisal of the implementation of the decisions of the Special Session of

the General Assembly once every three years beginning from the forty-third Session

of the General Assembly. We further propose that such a review and appraisal

should be part of the ordinary session of the General Assembly with three to

four days set aside for this purpose. In order to prepare for that review and

appraisal, we suggest that the General Assembly, at its session the year preceding
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the review and appraisal year, should set up " such preparatory mechanism as it
may deem fit. It will, of course, be the responsibility of the Secretary-General
of the United Nations to mobilize the resources of the United Nations Secretariat
ana the entire United Nations system to prepare such reports as may be necessary.

60. On our part, we undertake to submit to such preparatory mechanism and, through
it, to the General Assembly a comprehensive report on the status of implementation

of the General Assembly decisions Using the same mechanism as we hava employed
in the preparation of this submission.
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4. AFRICA'S PRIORITY PROGRAMME FOR ECONOMIC RECOVERY 1986-1990

-. Africa's Priority Programme for Economic Recovery 1986-1990 (APPER)

i-> a programme of action that is firmly and incontrovertibly rooted in

the Lagos Plan of Action and the Final Act of Lagos. Africa remains fully

committed to the Lagos Plan of Action because the philosophy, principles

and objectives of the Plan have become even more relevant today than ever

before. Thus, the aims of achieving a radical change in the patterns of

production and consumption, social and economic structural transformation,

accelerated economic growth and development as well as the integration

or the economies of the region, remain of critical importance. The Priority

Programme translates such broad principles into sharply focused, practical

and operational set of activities and policies to be implemented in the

m:xt five years so as to lay the basis for durable structural change and

improved general level of productivity.

o. . while drawing attention to the adverse external factors that have

aggravated the African situation, the programme candidly acknowledges that

shortcomings in development policies have been partly responsible for the

repid and continued deterioration in the region's social and economic

structures. The program-.? is, therefore, an unambiguous statement of full

commitment on thp part of the African leaders to undertake a number of

pclicy measures that will remedy the shortcomings of past approaches. ■ ■'-

63. But the programme is not only notable for its candour but also for

its seriousness. With unprecedented resolve, the African leaders : have

decided to tackle the problems of the hitherto neglected agricultural sector

and bring about lasting changes. A landmark aspect of this decision is

the commitment to raise the level of investments in the agricultural sector

to between 20 to 25 per cent of total public investments. And as we have

already indicated in Part I the share of agricultural investment in the

implementation of APPER is 47.6 per cent of total planned investment. Also,

the programme recognizes the urgent need to reduce the overwhelming and

often disastrous dependence of the survival of millions of the African

people on the unpredictable climatic conditions. In this regard, it is

noteworthy that the African leaders have taken immediate steps to set up

a Special Emergency Assistance Fund for Drought and Famine in Africa.

Already, i sum of $US 40 million has either been contributed or pledged
to t!i<5 Fizrd by the African countrias themselves.

64 Africa's Priority Programme lays considerable emphasis! on the food
and agriculture sector. This is only natural given the intrinsic importance

of the sector in African economies and the need to ensure that African

countries will never again have to go through the disastrous and humiliating

consequences of famine. In putting special emphasis on the agricultural ■'

economy, the Priority Programme seeks- to revitalize the more dynamic and'

internally-based forces for growth and development. The programme recognizes

the crucicl fact that tl'.o satisfaction of food requirements for the African

people hinges on die ra^l-1. reversal of the declining trends of productivity

in the rural areas. The alleviation of the problem of growing mass poverty

and the subsequent dynamization of internal demand forces also depend largely
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on the rapid improvement of rural incomes. Furthermore, for many African

countries the capacity to increase their foreign exchange earnings required

to sustain growth depends on the effective revitalization of the rural

sector. At a more structural level, the development of the rural sector

is one, if not the only, way of breaking through the deep-rooted and

distorting socio-economic dualism and ensure the fuller participation of

all the African people in the process of development.

65. But the Priority Programme does not ignore the fact that if Africa's

agricultural resources are to be efficiently exploited, the linkages between

agriculture and other sectors, notably industry and physical infrastructures,

have to be strengthened and made more articulate. Thus, the programme

endeavours to situate the transformation of the agricultural sector in

an overall context of the structural transformation of the whole economy.

Accordingly, the programme envisages the establishment of strong structural

linkages between agriculture and industry through the provision of

agricultural implements and tools, fertilizers and pesticides as well as

the processing of food and other agricultural products. Linkages with

the economic infrastructures are emphasi zed, especially with regard to

feeder and access roads, storage, marketing and distribution, health and

education facilities, research in agricultural technologies and in new

and more suitable crop varieties.

66. while the problem of low level of productivity runs through virtually

all economic and social sectors, it is in the sector of agriculture and

rural development, which provides the livelihood for close to 80 per cent

of the African population, that its impact is most keenly felt. As the

experience of the drought has shown, it is in this sector that failure

has the most devastating human consequences, not only in terms of famine,

starvation and deaths with which the world has now become familiar, but

also in terms of longer-term hazards, particularly on the young, that may

not be immediately apparent.

67. It goes without saying that agriculture demands the highest priority.

But sustained improvement of agricultural production will also be conditioned

by developments in other sectors, such as industry, transportation, health,

education, and other social services that are supportive of agriculture

and rural development. The ready availability of agricultural inputs and

implements, ample facilities for storage and processing, cheap transportation

to facilitate marketing, and marked improvements of living conditions in

rural areas, need to be seen as essential components of the package of

measures that is necessary for rapid agricultural transformation and the

emergence of the inter-sectoral linkages that will enable agriculture to

contribute more effectively to overall development.
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68. The importance of agricultural support services was demonstrated so

vividly during the past year, when good weather brought a welcome change

in drought condition that improved the African food situation significantly

and enabled a few countries to produce substantial food surpluses. What

was particularly striking were the difficulties that many countries

encountered in managing the surpluses because of inadequate transportation,

storage end processing facilities, with the result that, in some areas,

significant proportions of the harvest were lost rather than provide needed

contribution to national or regional food security programmes- Unless

remedial measures are put in place, before the next harvest, this experience

could very well act as a disincentive to production,

69. Another basic concern of the Priority Programme is that of the

development and efficient utilization of Africa's human resources. The

programme takes note of the fact that the broad-based development of the

Afridan economies will, in the final analysis, depend on the development

of a wide range of human resources necessary in the formulation, planning,

implementation and management of development programmes. To this end,

the priority programme spells out specific areas of manpower development,

which include incentives to minimize the increasing problem of the brain-

drain and the improvement of working and living conditions in rural areas

so as to stem the debilitatingg exodus of experienced agricultural manpower

and youths.

70. In adopting the Priority Programme, the African governments were under

no illusions about the tremendous amount of domestic effort that will have

to be made for its effective implementation * Africa reali zes that its

programme for recovery covers many areas that will have to be tackled in

a limited period of only five years. However, Africa is fully convinced

that the programme represents the very minimum that is required to increase

the capacity of the African economies to cope with any future crisis at

considerably less cost in human and material terms. The African governments

are, therefore, dedicated individually and collectively to making all the

necessary sacrifices and reforms to ensure the implementation of ...the

programme,. Already, the difficult and often painful adjustment measures

that most African countries have undertaken during the recent past attest

to the resolve and dedication of the African Governments an<3 leaders to

undertake domestic actions that the success of the programme entails.

71. However, it must be stressed that the recent experiences of the various

African countries pin instituting and implementing a variety of adjustment

programmes have revealed many serious constraints that result from external

factors beyond the control of the countries themselves. Firstly, substantial

proportions of the external resources that are promised to support the

adjustment efforts have often to be recycled to pay for the high outstanding

debts, thus reducing the actual and effective level of assistance in support

of the adjustment programmes. Secondly, the continued slump in prices

of commodity exports undermines the capacities of individual African

countries to raise their own domestic resources as well as generating foreign

exchange to support the adjustment programmes. Thirdly, the high rates

of interest and the volatility of exchange rates exact an unbearable burden
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on the implementation of the programmes. Often, African countries find

themselves having to pay much more than the actual benefits they' get from

certain adjustment programmes with the inevitable result of disillusionment

and* sometimes, despair, Theca aspects will require particular attention

on the part of the international community, including international
institutions and organizations.

72. On its part, Africa is determined to continue to sharpen all the policy'

instruments that are required for the implementation of the structural

reforms of the Priority Programme. As the priority programme recommends,

African countries are ready to pay due attention to the questions of

appropriate incentives and agricultural pricing policies. To boost

productivity, African countries have reaffirmed their commitment to the

establishment of remunerative produce pricing policies, timely supply of

agricultural inputs at accessible prices, improvements in the; efficiency

of the marketing systems, easier access to credit and an adequate supply

of consumer goods to the masses. African Governments have also reaffirmed

their recognition of the need for better and more efficient economic

management to avoid wastage and increase the returns to investment.

Innovative approaches to austerity wil be attempted including, appropriate

reductions in defence expenditures. Naturally, African Governments are

ardently aware that for such policy shifts to succeed, there will be need

for a dynamic and disciplined political leadership that can create the

right environment for releasing the potentials of all their people. The

specific policy measures envisaged by each country within' the framework

of the Priority Programme " are spelt out in the national profiles in1 Voliime

Two, Part I of this document. >■ ■'■

73. But, it is evident that the challenges facing African countries require

the full support of the international community in a number of critical

areas. Africa is, of course, deeply appreciative of the very positive

responses of the international community during the critical emergency

period between 1983 and 1985. It is through this response, thanks to the

humanitarian gestures of the people of the world with Africa, that the

region as a whole has been able to reduce the dire consequences and impact

of the calamity of faiaine and hunger. It is, however, vital that the

international community now looks ahead to supplement the efforts being

made by African countries to solve,'" or.ee and for all, the problems of

structural and chronic underdevelopment and socio-economic decline. It

is only if this perception is put into concrete action that Africa will

become* resilient enough to cope with the burden of development through

its own immense resources and efforts. ' ■■■■-■■ ■

74. To realistically quantify its resource needs, Africa has calculated

on a country-by-cour.try basis the total cost of the national priority

programme formulated in the1 context of Africa's Priority Programme for

Economic Recovery, 1986-1990. The calculations of the financing structure

show how much African countries will be able to mobilize domestically to
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support their natural priority programmes and how much they will receive from

donors on the basis of available indications by donor countries and agencies.

This gap which remains to be filled by external assistance constitutes

a key issue for consideration by this special session of the General

Assembly. Indeed, it is in the broad commitment of the international

community to meet this gap that lies the possibility for Africa to implement

fully the Priority Programme. Such a commitment will also constitute a

compact between Africa and the international community designed to put

Africa's economy on the path of rehabilitation, growth and development.

75. However, it should be noted that the estimated gap is highly sensitive

to the future developments in the external and domestic, environment of

the next five years. Factors like Africa's terms of trade, policies in

developed countries and the general well-being' of the world economy do

influence the amount of external resources that Africa will need to finance

its priority programme. Further, while every effort will be made to increase

domestic savings to generate the necessary resources, the capacity of some

African countries to generate counterpart funds for the projects of the

Priority Programme is still very low. This problem is likely to seriously

affect the full implementation of the Programme unless the international

community views it with sympathy and decides to alleviate its implications.

76. It must, nevertheless, be stressed that the support of the international

community should not be limited to the financial flow of resources. Those

aggravating exogenous factors, discussed in chapter 2 need to be addressed.

These are, to repeat, the debt burden of African countries, the collapse

in commodity prices, increasing protectionism, high interest rates and

the fluctuations in major currencies. Practical solutions to these problems

would go a long way in restoring the capacity of Africa to lay a new

foundation for development and in creating a healthier international economic

environment for the benefit of the entire world.

77. Although improved domestic policies and increased financial flows

are indispensable, there is a crucial role to be played by international

trade in the process of recovery and development. In this context, the

importance of providing an international economic environment conducive

to growth rather than contraction, which the African countries cannot afford,

will be greatly helped by expansionary policies in the rest of the world.

The structural transformation of Africa would be greatly helped by the

elimination of barriers, especially non-tariff measures that restrict the

entry of African products to important export markets. Such restrictions

apply not only to processed items but also to various agricultural products

and minerals. The interests of Africa should be effectively taken into

account in the proposed multilateral trade negotiations. The international

community should refrain from adopting agricultural and foreign trade

policies, which have a detrimental impact on African export and

diversification programmes. Efforts should be intensified to reduce the

price and earnings instabilities that plague commodity exports, especially

from African countries. Increased transparency in world commodity markets

as well as assistance in improving the organization and conduct of both

exports and imports would be beneficial. Of interest to many countries

would be reduction in interest rates which would provide immediate relief
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on debt service obligations. Likewise, more stable exchange rates,
particularly of major currencies would also help.

78. Africa is convinced that the debt problem is so acute that it requires

immediate and special attention. The present patterns of exceptional
financing, involving frequent rescheduling of obligations, run-down in
reserves and increasing accumulation of arrears, threatens African countries

with a serious and prohibitive cost in terms of loss of credit-worthiness
and financial insecurity and instability. It is, therefore, necessary

for the international community to support a package of measures that will,

in the , next few years, free the African countries from the excruciating
debt burden. The basic element of such a package deal that the international
community should seriously consider has been provided in Chapter 3 of this
document.
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5. SUBREGIONAL ANALYSIS AND CONCERNS

INTRODUCTION

While the African continent exhibits certain common economic and social

characteristics that qualify it to be considered as a unique entity, it

has to be recognized that it is also a heterogeneous and highly

differentiated continent. Therefore presenting a global picture is far

from being sufficient. Hence the need arises to disaggregate information

related to African problems in order to show a more accurate image of reality

and to better focus attention on common problems that may be peculiar to

different subregions. But to recognize the need for disaggregation still

begs the question as to how this should be done.

A look at the map would immediately suggest tremendous differences

in the physical environment, in climate, in human settlements and in social

and cultural settings. Fertile plains with temperate climate, clotted

here and there by high mountains, descends sharply into arid desert zones

with dry inhospitable climate, which in turn merges into the savannah with

a precarious climate but great potential for grains and livestock. The

forest zones, hot, and humid, have their unique potential characteristics

and problems, while the scattered, islands skirting the continent on all

sides, and the land-locked countries, of which there are 15, have special

problems of transport, transit and communications.

For these reasons, continental and regional organi zations like OAU

and ECA have designed different types of groupings so as to be able to

address more specifically the problems peculiar to particular subregions.

The OAU groupings is based on political considerations while the ECA approach

is designed for the purpose of facilitating subregional economic

co-operation.

Because these approaches may not be entirely suited to the presentation

of the disaggregated picture intended in this paper, it has been decided

to distinguish for this purpose seven subregional groups, based on countries

showing the' same ecological features or facing the same economic problems.

The seven subregional groups are as follows:

(a) The four island countries of the Indian' Oceans the Comoros,

Madagascar Mauritius and Seychelles;

(b) The East African countries, comprising nine countries: Burundi,

Djibouti, Ethiopia, Kenya, Rwanda, Somalia, the Sudan, Uganda and the United

Republic of Tanzania;

(c) The Southern African States, comprising eight countries: Angola,

Botswana, Lesotho, Malawi, Mozambique, Swaziland, Zambia and Zimbabwe?

(d) Central Africa, comprising six countries? Cameroon, Gabon, the

Central African Republic, Equatorial Guinea, Sao Tome and Principe and

Zaire;

(e) The Sahel. comprising nine countriess Burkina Faso, Cape Verde,

Chad, the Gambia, Guinea-Bissau, Mali, Mauritania, the Niger and Senegal;
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{f) Non-Sahelian West Africa, comprising eight countries: Benin,

the Republic of Cote d'lvoire, Ghana, Guinea, Liberia, Nigeria, Sierra

Leone and Togo;

(g) North Africa3 comprising five countries: Algeria, Egypt* the
Libyan Arab Jamahiriya, Morocco, and Tunisia.

THE ISLAND COUNTRIES OF THE INDIAN OCEAN

The main obstacles to the development of this Indian Ocean zone are

physical, demographic and economic in nature. With more than 100 islands

scattered within a 1,500 km. radius, communications between them are

extremely difficult. Each State is in a sense spread out, except for

Madagascar, and this large island suffers at the internal level from the7

same disadvantages as the small ones, namely, extremely hilly terrain of

volcanic origin which constitutes a major handicap to the installation,

of a road or rail infrastructure.

Except for Madagascar, these States are so small in area that the

cultivable land area is small and has to be used rationally, all the more

so in that there is a trend towards soil impoverishment.

These countries are periodically subjected to meteorological hazards

such as cyclones or floods caused by heavy rain, and these destroy

agricultural produce, nullifying the effect of the efforts and investments

made.

The population of each State, except Madagascar, is relatively small.

Nothwithstanding, the population densities axe among the highest in Africa

and may, as in Mauritius, reach 520 inhabitants/km* . In relation to

cultivable land area, Madagascar's population density is high. The reduction

of mortality rates and the maintenance of birth rates are causing a

disturbing acceleration of the rate of population growth which neither

Madagascar nor the Comoros can manage to restrain. These growth rates

explain the high proportion of children to adults, and this constitutes

a burden on the development of the economy,, which also suffers from a

shortage of qualified manpower and supervisory staff.

Local production in these countries remains very low, and confined

primarily to agriculture. Export commodities comprise coffee, vanilla,

cloves, sugar, cinnamon and fisheries products. Since the quantities

exported are minimal in relation to world production, these countries are

not in a position to set or even influence export pricesr which are

determined by the major producers as a function of stocks. Their only

steady markets are France and the European Economic Community.
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The absence of natural resources and the low level of food production

and manufacturing output necessitate substantial imports of consumer goods

and capital goods, with a resulting chronic deficit in their balance of
payments.

The low level of incomes retards the creation of savings, with the

result that the States rely heavily on outside resources to finance their

development plans. Moreover, the lack of qualified staff to execute

development projects is also crucial, necessitating dependence on technical
assistance from abroad.

Internal and external communications have always presented a problem

for the four Indian Ocean countries as a group; their remoteness making
international maritime transport expensive and irregular, or even, as the

case of the Comoros, impossible because of the absence of a deepwater port.

Because of the low volume of foreign trade, high shipping costs are an

obstacle both to the export of commodities and to imports. Transport by

sea between the different islands countries such as Seychelles/ Mauritius
or the Comoros, or between the various ports of Madagascar, is effected

by small steamers or dhows. It is slow, and also suffers 'from the

obsolescence of port facilities. Transport within the islands is restricted
by the absence of roads from the coast into the interior or, except in
the case of Mauritius, their poor condition. This handicaps the countries"

economic development with respect both to bringing out and marketing produce
and to disseminating the effects of modernization.

Despite their remoteness from Europe, the four Indian Ocean countries
possess good tourism development potential. But the tourism sector must

be managed with care to ensure that the countries derive the full benefits
from it. Tourism must earn a net foreign exchange surplus after payment
of all import bills, interest and dividends on foreign capital. It must
also simultaneously promote handicrafts production, local agriculture
(cereals, fruit, livestock, fish) and even agro-industry for food to meet
its own needs and those of the population.

B. EAST AFRICA

The East African subregion in this group covers the countries of Kenya,

Uganda, the United Republic of Tanzania, Somalia, Ethiopia, the Sudan,
Rwanda, Burundi and Djibouti. All but one have signed or initialled the
terms of association of the Preferential Trade Area (PTA).

Several countries in this subregion had suffered for a long time from

internal civil wars, namely Uganda, Ethiopia, the Sudan, Rwanda and Burundi.

As a result, many countries of the subregion have had to face the problems
of refugees and displaced, persons. The greatest problem caused by refugees
for the receiving countries is the difficulty of absorbing them into their
economies, given the very narrow labour market and their incapacity to
provide, at short notice, shelter, water facilities and other services
which they may require. National resources may have to be diverted to
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unproductive activities, involving the handling and resettlement of refugees,

in spite of some assistance from the international community.

Many countries of the East African subregion are drought-prone;

Ethiopia was one of the countries most affected by the 1983-1985 drought

as a result of which cereal crop production dropped from 5 million tons

in 1982 to 4 million tons in 1984 and to ; 3.5 million tons in 1985.

Consequently, the food ; deficits increased tremendously. The population

affected > by the drought^was estimated at nearly 8 million compared to 3

million in the previous drought of 1972-1978. The international, relief

effort came along to alleviate this widespread loss of life, and relief

operations are currently providing food to some 8 million people. This

drought brought havoc to the agricultural activities and left in it;s waXe

horrible scenes of death and human suffering, apart from decimating a laxge

proportion of the livestock. Vital resources which could otherwise have

been used to expand fixed capital formation has had to be diverted to deal

with the drought problem such as the resettlement of people from the drought-

prone areas to rain-fed areas. In a country in which agriculture provides

more than 40 per cent of GDP, the drought has had a critical impact on

the Ethiopian' economy, whose rate of growth fell by 3.7 per cent in 1984

and by 0.5 per cent in 1985. ; ''''/,

Kenya was also' affected by drought in 1984. The big rains .of'.Mairch

and April of that year failed and cereal 'production dropped by as...puch

as 40 per cent on the average. The output of maize, the basic food of

the country, fell by 35 per cent. Tea production was also affected, falling

by 2.5 per cent in 1984. Livestock was also badly hit because of the lack

of adequate pasture, and dairy production declined. Unlike in Ethiopia,

the impact of the drought was short-lived as the small rains in the last

quarter of the year were better than expected. In Burundi, drought obliged

the Government to make an appeal for emergency food aid in 1984, the, first

appeal since independence, amounting to 66,000 tons of cereals; Rwanda

also made a' similar appeal. In the Republic of Tanzania, drought has

generated considerable problems. On the whole, in addition to food aid,

the Governments of East African countries have had to import large quantities

of food to make up the food deficits and this affected their balance of

payments.

In 1984, the estimated population of the nine countries in the East

African subregion was 124.2 million. In terms of growth rate of population,

the East African subregion ranks second after West Africa with 3d per

cent per year in 1980-1984. But in terms of density ^Rwanda comes first

with 225 persons per km2, followed by Burundi with 163 persons per km2.

The East African subregion has tremendous agricultural potentials

but : most of the countries of the subregion are quite small and most of

their pasturelands suffer from overgrazing. In Rwanda and.Burundi, more

than 35 per cent of the total land is arable whilst in Ethiopia, more, than

55 per cent is classified as permanent meadows and pasture. In the

subregion, 7.5 per cent of land is classified as .arable, 38 per cept as

pasture and meadows, 25 per cent as forest and the remainder as waste land.

Low agricultural productivity has indeed been a great concern of the

subregion.
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During the 1970s, the Government of the Sudan adopted ambitious

development plans attempting to increase dramatically agricultural production

in all the sectors in order to create a large surplus which could then

be exported to the Middle East. The problem, however, was that although

the area under production increased substantially, yields fell. The reasons

for this failure included lack of fertilizers and other chemicals, manpower

shortages at harvest time andJthe country's chronically poor infrastructures.

Furthermore, the farmer's financial incentives were switched from the

traditional cotton crop into staple foodstuff such as sorghum (dura) and

groundnuts.

In the Republic of Tanzania, the organization of previously scattered

peasant farmers into villages involving various types of communal farming

has been a major Government objective. At the end of 1980, there were

8,167 registered villages with a population of about 14 million. However,

only a very small proportion of these villages came under the "Ujamaa"

scheme involving a large measure of communal production. Many of these

villages had a poor output performance in agriculture. In Kenya,, the

pressure on land is particularly heavy in West, Central and Nyanza provinces

tb the potential detriment of agricultural productivity. Various solutions

to escape from this land constraint continue to be explored by the Government

by expanding the supply of good quality land through irrigation, drainage

or the conversion of forests and pastures, although the rate of return

oh most of the irrigation schemes has been rather low.

From the point of view of a land-locked developing country, the

dependence upon a transit country for access to the sea has a number of

basic implications which can be inherently adverse. The transport and

freight rate policies within the transit country are formulated and

administered primarily to support its overall domestic development strategy.

Such a strategy may not be consistent with the requirement of the land

locked "" neighbour. For example, the transit country may wish to protect

particular modes of transport which might not meet the specific requirements

of the 'land-locked neighbouring country. In the case of the East African

subregion, this problem occurs in the transit countries (Kenya, the United

Republic of Tanzania and Djibouti) in their relations with the land-locked

countries (Rwanda, Burundi and Uganda).

The major difficulty in transit transport is posed by the lack of

adequate facilities. The intercountry road transport arrangements governing

vehicle dimensions, axle load specifications and other legal and

administrative questions related to licences and insurances may be either

non-existent or their enforcement and surveillance may be weak and

ineffective. Storage for transit cargo raises a number of difficult problems

which can be a source of friction between land-locked and transit countries,

particularly with regard to the capacity and predictability of inland

transport and the time required for cargo documentation- Communication

links with various ports and commercial centres in land-locked countries

continue to be a major handicap inhibiting the speedy movement of transit

cargo which leads to enormous delays in getting the cargo in and out of

the ports.
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C. THE SOUTHERN AFRICAN STATES

These countries have experienced serious problems in implementing
their development objectives and priorities due to their geographical

proximity to South Africa as .well as the special trade and economic links

with the racist regime which render, their economies extremely vulnerable

to any policies which South Africa may decide to take on economic or

political grounds. It is expected that, for the same reasons, they will

encounter serious difficulties in implementing Africa's priority programme

for economic recovery. Historically, all these countries had developed

varying degrees of economic dependence on South Africa as well as trade

and cultural links. In fact, in some of the countries, such as Botswana,

Lesotho and Swaziland imports from South Africa , account for as much as

from 70 to 98 per cent of total imports. Mozambique, Swaziland, Zimbabwe

and Botswana share common boundaries with South Africa while Lesotho is

completely surrounded by South Africa. South Africa also has some control

over transport and communications facilities for most of these countries

except Mozambique and Angola. Many of the countries have over the years

established fairly liberal, migration, arrangements and considerable portions

of their labour force,, estimated in millions, earn their livelihood in

South Africa.

Within the subregion, the industrial development pole is still centred

in South Africa, which offers attractive incentives due to its abundant

natural resources and mineral wealth, advanced industry as well as a well-

developed economic and social infrastructure. Since 1910, Botswana, Lesotho

and Swaziland have been bound to South Africa by the South African Customs

Union (SACU) under which they have established a common external tariff,

a free trade area and a common system of customs revenue collection.

Although independent nations gain substantial revenue from this arrangement,

they do so at a high cost manifested in their loss of industrialization

opportunities. The countries also co-operate in monetary matters. The

South African Rand is freely convertible in all countries except Angola.

Specifically, Swaziland and Lesotho are members of the Rand Monetary Area.

As such they are tightly integrated into both the monetary system and the

economy of South Africa which acts as a metropolitan centre.

The major effects of the economic dependence on South Africa are very

complex. On the positive side, firstly, many of the countries earn regular

amounts of revenue from remittance from their migrant labour which find

ready employment opportunities in South Africa. Secondly, some of the

countries have access to a well-advanced economic infrastructure (transport

and communications) which could serve as a booster to the economic

development efforts. On the negative side, South Africa takes undue

advantage of this dependence and the following factors need special mentions

(a) The South African Government is able to pursue policies of economic

destabilization through various means such as disinvestment by the

transnationals as well as other firms based in South Africa;

(b) The loss of industrialization opportunity due to the presence

of the free trade arrangements under which most of the economies, except

Angola, become market hinterland for South Africa;



ECM/2XV

E/ECA/ECM.1/1

Page 39

(c) The loss of revenue through resource leakages and flight of capital

which is generally attracted to South Africa? and

<d) The difficulty of pursuing a truly independent economic development

policy and the problems of protecting their economies from the effects
of the devaluation of the Rand.

The economic and political destabilization policy of South Africa

on the Southern African States has created many critical problems for their

economic development. Such destabilization takes essentially three formss

(i) direct military intervention by South African troops such as in Angola;

(ii) the support of and dissident groups such as in Angola, Mozambique

and Zimbabwe; and (iii) economic blockages, trade embargoes and

disinvestments by South Africa in critical development projects in the

Southern African States. These countries not only hsve to cope with the

development problems facing ether African countries but also find themselves

spending huge amounts of resources (both financial and human) in an attempt

to counteract or protect their economies against such policy. The most

readily identifiable effects of vuch a policy are the following: (a) loss

of human life, livestock and property? (b) the disruption ox economic

production and the destruction of infrastructure especially transport and

communications facilities which greatly harm the land-locked countries?

(c) the diversion of resources required for economic development; to defence

spending and war damage repairs; (d) the disruption of the supply of

essential goods and raw materials; (e) the creation of a stream of refugees

and other displaced pesons; and, (f) the resulting slow rat25 cf economic
growth and prosperity.

South African aggression and destabilization has cost its neighbours

in excess of $10 billion during the period 1980-1935, an amount that

represents more than one third, of all their exports and indeed more than

all foreign aid. This loss is accounted for by direct war damage; extra

defence expenditure? higher transport and energy costs; loss of exports

and tourism; smuggling; refugees; reduced production; lest economic growth

and boycotts and embargoes. The destabilization policy also results in

the movement of refugees and other displaced persons amoncr the Southern
African States themselves.

Six of the eight Southern African States, (Malawi, Zambia, Botswana,

Lesotho, Zimbabwe and Swaziland) are land-locked countries and face special

problems of transport and communications resulting from historical links

with South Africa. Therefore, apart from the direct war damage, the Southern

African States have had to meet enormous extra expenditure due to South

Africa's deliberate policy of disrupting competing railways resulting in

loss of vital foreign exchange earnings. Most of these countries have

also had reduced production as a result of a serious fall in agricultural

and industrial production since uost development projects have had to be

delayed. Moreover, until rocentl-.y, all international flights to some of

these countries had to make transit connections in South Africa so as to
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change to smaller aircraft, while in the countries bordering on South Africa

some international telephone calls and telexes are routed through it.

A number of Southern African States are also plagued by natural

calamities such as drought and desertification (Mozambique, Botswana and

Lesotho) or floods and cyclones (Mozambique). These countries have had

to spend large portions of scarce resources, both domestic and foreign,

to deal with such calamities. In addition, the apartheid policy of South

Africa and the political repression have resulted in a constant influx

of thousands of refugees and other displaced persons from South.. Africa
into the Southern African States.

The Southern African States are fully cognizant of their special

geographic location and the consequential effects of South Africa's

destabilization policy on their political, economic, social and cultural

institutions. Hence, the Southern African Development Co-ordination
Conference (SADCC) was created not only to foster subregional co-operation

among its member States but also to provide an effective common platform
to respond to this threat.

D. CENTRAL AFRICA

The Central African subregion comprises seven countries (Cameroon,

Gabon, the Central African Republic, the Congo, Zaire, Equatorial Guinea

and Sao Tome and Principe) and covers an area of more than. 4 million km2

or about one-seventh of the continent's surface, but with only, an eleventh
of its population.

There is only one country, namely Zaire, in this subregion with a

population exceeding 10 million and two countries (Equatorial Guinea and

Sao Tome and Principe) with less than a million. Largely due to high infant

mortality, the subregion's population growth of 2,67 per cent is below

that of the other subregions which range from 2 = 87 per cent in North Africa

to 3.18 per cent in West Africa, as well as of Africa as a whole (3.01

per cent). Some governments of. the subregion, for example, the Gabonese

Government whose population growth rate has been one of the lowest, not

merely among developing regions but also in the world, took measures to

boost their population. Family allowances have been generalized and an

efficient public health servica has been inaugurated to tackle the familiar

deterrents to population increase. Life expectancy at birth is also low

in the subregion: 46 years against 55, 48 and 60 in North, West, East

and Southern Africa, respectively; and like the other African subregions.

Central Africa reveals the morphology of a young population, with about

44 per cent of its population under 15 years of age. Apart from increasing
the dependency burden, such an unfavourable age structure places enormous
stress on economic infrastructure.

Although great efforts are being made or planned and it is encouraging

to note the heavy emphasis being placed on transport in their national

economic recovery programmes, the countries of the subregion are ill-served

by their transport networks- Zaire is a partial exception, provided the

pre-independence transport network is restored. The predominance in the
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subregion of laterite roads means a heavy investment toll in maintenance,

not only of the roads but of the vehicles that have to run on them. However,

the air transport system of the subregion seems to be well served by four

African airlines, although it is difficult to serve the islands of Equatorial

Guinea and Sao Tome and Principe oh a regular basis, even by boat. Telephone

communications and. interconnections constitute another problem of the

subregion which need outside investments and technical know-how. The

transport and communications systems in Central Africa were built in the

colonial period to handle exports and imports rather than to promote

agricultural and industrial production within the subregion for the countries

of the subregion and their neighbours.

In the subregion, one country is completely land-locked (the Central

African Republic), one semi-land-locked (Zaire) and two are island countries

(Equatorial Guinea and Sao Tome and Principe). Lack of access to the sea

and remote location from transit ports constitute a serious additional

burden for the Central African Republic which renders its weak economy

more vulnerable. In particular, the additional transport and transit costs

which it must bear constrain export and import development and have an
adverse effect on its terms of trade.

Although Zaire is a semi-land-locked country opening up to the Atlantic

Ocean by a corridor of only 60 km, the centres of mining and agricultural

production are located far away from the export seaports of Matadi, Boma

and Banana, and Zaire has to carry most of1its foreign trade through transit

ports in the United Republic of Tanzaniaf Mozambique and South Africa.

The Angola port of Lobito, which was previously used on a large scale for

imports, has been closed since 1975 due to UNITA guerilla activity.

The problems of island countries - Equatorial Guinea and Sao Tome

and Principe - are mainly those of communication with the outside world,

although in Equatorial Guinea there are problems of communication between

the continental : part (Rio Muni) and the island part (Bioko) of the' country

which are separated by 250 km from each other. In the island countries

poor international communications have traditionally been a major obstacle

to economic development. Though there have been some improvements recently

in port and air cargo facilities, subregional arrangements to make effective

use of these .facilities still need to be developed.

Central Africa has also shared in the problem of African refugees.

The subregion is supposed to have received about 30,000 refugees coming

from Chad, the Sudan "and Uganda, Cameroon received several thousands of

refugees from Uganda, Rwanda Burundi and Angola. The impact of such influx

of refugees in the receiving country■is straightforward! problems of shelter

and employment lead to precarious life in temporary shanty 'towns with

shortages of food and other' consumer goods and destruction of the traditional

society. For the host countries, a large influx of refugees leads to

disorganization of national economies, misallocation of scarce resources

for unproductive activities, and the weakening of government capacity to
sustain its development goals.
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dven the artificial frontiers bequeathed by colonization, migratory
movements across frontiers in the pre-independenoe period were commonplace
in the Central African subregion as well as the intra-territorial labour
mobility as formally provided by the UDEAC agreements. However, changing
political currents that have followed in the wake of independence caused
several countries of the subregion to restrict inter-country migrations
despite the UDEAC or CEEAC agreements. In recent years, several governments
have taken measures to clamp down on illegal immigrants.

E. THE SAHEL

The Sahel constitutes a relatively homogeneous subregion in terms
of its ecosystem. Located south of the Sahara, its share the characteristics
of contrasting climatic features ranging from drought and total aridity
to devastating rains. In addition, the subregion is affected by
desertification, which from one year to the next reduces the useful land
area by a strip some 20 km in width. Five of the countries are totally
land-locked or island countries, which accentuates their situation of
dependence. These countries thus share the same problems, which they seek
to solve individually and collectively.

The dominant, economic activity in the Sahelian countries is
agro-pastoralism, whiqh is vulnerable to the. vagaries of climate, and
especially to rainfall patterns. In the space of less than 10 years, these
countries have experienced two severe droughts, as well as other natural

disasters. Worse still, the islands of Cape Verde had no rains from 1967
until, when it finally came in 1984, it was in the form of torrential
downpours which had equally disastrous effect on the national economy.

The impact of drought and desertification in the Sahel has been
considerable., both on agriculture and on national economies as a whole.

Mention may be made of the substantial drop in food crop production, which
has aggravated the already , precarious food situation; the decline in cash
crops; famine and malnutrition? excessive mortality and aggravated morbidity;
increased imports and dependence on food aid; the drop in foreign exchange

earnings and the aggravation of the trade and balance-of-payments deficits;
the extensive (50 to 80 per cent) loss of livestock, indeed the total
disappearance of hundreds of. herds? the deterioration of the Sahelian
ecosystem,- thus promoting desert encroachment and the retreat of cultivable

land? the falling levels of watercourses; the difficulty of electricity
supply with its impact on already low industrial production, the fall in
watertables and the drying up, of .watering points; the accentuation of the
rural exodus towards urban centres- and more hospitable climates; and the
pressure on the receiving areas,..with.consequent environmental degradation.

The phenomenon of. drought and desertification has completely disrupted
national economies, and seriously slowed the development efforts of the
countries in question. Governments have had to face major problems such

as food crisis and famine, health and mortality problems affecting both
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people and livestock, transport and communications difficulties, the acute

problems of the displacement of populations in search of subsistence and

the special problems resulting froir the countries' land-locked or island

status. In this context? the growth in the number of subregional

co-operation institutions is worthy of mention.

During the two droughts, the Sahelian countries experienced substantial

falls in all forms of food-crop production. Millet and sorghum, for example,

two cereals traditionally resistant to climatic variation, underwent a

drop in production of almost 40 per cent, creating a food deficit which

was met in part by aid in the form of substitute cereals such as rice'and

wheat. The most serious consequence, however. Was malnutrition. In some

zones* the food, deficit, coupled with the scarcity or total absence of

logistic means, as well as the poor state of the roads, among other things,

led to famine.

The first to be affected were the vulnerable groups of young children,

mothers and the aged, taking into account the age distribution of populations

in the Sahel. The drought afforded a breeding-ground for numerous epidemics,

and thus increased mortality among young children, the old and women of

child-bearing age. Of equal concern is its impact on livestock, a principal

wealth of the Sahelian countries, the population of which has in some

countries been reduced to 20 per cent of its original level. The widespread

lack of water and grazing land made it impossible for these dramatic losses

to be avoided.

The transport and communications sector is a major constraint on

development in the Sahel, accentuated by the vastness of the subregion's

territories - more than 5 = 5 million km2 - and by the erosion-affected

terrain. The existing scanty infrastructures pose acute maintenance and

repair problems, the cost of which must be added to that of energy. The

inadequacy, of transport and communication infrastructures and means condemns

to isolation a vast number of inhabited points separated by vast distances,

both within the continent and in the Cape Verde archipelago. Faced with

the high cost of investment in this area and with the equally high recurring

costs« the countries of the subregion are not in a position to release

sufficient resources to ensure both the proper functioning of what exists

and the development of the various means of transport and communications.

The countries of the Sahel have always witnessed population movements

brought -about by the vital search for food and water. These movements

accelerated :- during the periods of drought, destroying socio-political

balances and creating acute problems of all kinds. Because of the ubiquity

ofthe drought, the collective drama of the displaced peasantry is not solaced

by the hope of finding a more hospitable and more fertile land.

The land-locked countries suffer both from their own internal

difficulties and from those of their neighbours, in that the goods they

import or export are burdened with the costs of transit through the

neighbouring countries as well as those arising at home. The case of Cape

Verde is equally dramatic, since, by reason of its geography, it has to
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maintain constant links between its various islands. The isloation becomes

still further aggravated in the event of natural disasters, such as the

past droughts, for speed of supply of goods, becomes critical and, moreover,

larger volumes than in normal times have" to be handled. The customary

obstacles oif structural and infrastructural inadequacies then become more
insurmountable.

The problem of economic integration in West Africa has given rise

to the establishment of numerous subregional bodies,, often with the same

motives and objectives and an interest in the same aspects of development

.," nam.ely' tne economy, agriculture, transport and communications, etc.
^ese institutions, some 30 in number, have not always fulfilled the hopes

^"d ,_ejcPectations Governments have invested in them with respect to the
promotion, of collective self-reliance, growth and self-sustaining development
in the subregion. According to a recent study, most of the Sahelian

countries are members of 15 or more intergovernmental organizations. It

thus appears essential to rethink the machinery of economic co-operation

in West. Affcica, particularly among the Sahelian countries, due consideration
being given to the proliferation of existing structures..

F. NON-SAHELIAN WEST AFRICA

One Of the predicaments of this subregion is a faster growth in

population compared with any other subregion on the continent, with the

result that while the rate of decline in real GDP has been no worse than

in other subregions there has been greater fall in GDP per capita. The

problem is further compounded by the likelihood that population growth

rates could reach higher levels in the immediate future propelled by

continued high fertility and declining mortality, creating severe strains

for the countries of the subregion, by holding back improvements in living

standards and the provision of basic needs. Even for countries.like Nigeria

and C&te d'lvoire which are rich in natural resources, the rapid growth
in population makes it hard to readily develop both the human skills and

provide the heavy infrastructural investments and administrative structures

that are needed to exploit these resources more effectively.

Associated with the high population growth is the rapid growth in

the urban population, propelled in part by a high rate of rural-urban drift

that has posed serious problems for economic management, apart from

contributing to serious distortions in the allocation of investment between

urban and rural areas in the subregion. Reducing the high cost of

urbanization and reversing the relative neglect of the rural areas, and

hence rural-urban migrationr constitute two of.the major problems of economic

adjustments now confronting the subregion.

While the countries of the subregion have relatively good rainfall

regimes, the sharp contrast between the unduly wet rainy season and the

extremely dry season, in most, of the countries, creates problems of water

conservation and soil erosion and depletion. . Furthermore the economic

infrastructures are still too poor to allow the growing of more than one
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crop a year for most of the staple crops and to promote affective protection

of the fragile environment. In this connection, it is worth noting that

the staple crops of the subregion, especially the tubers like yam and

cassava, are precisely those crops of the humid subtropics for which

agronomic research has so far not resulted in any spectacular growth of

productivity or any marked improvements in storage and preservation
techniques.

For these reasons, the subregion is not entirely free from the impact

of occasional drought conditions, particularly in the northernmost areas

which, in actual fact, belong ecologically to the Sahelian region. Indeed,

the severe and prolonged drought of 1983 to 1985 contributed to declines

and disruptions in agricultural production in most of the countries of

the subregion, thus exacerbating an already precarious food situation.

In addition, the prolonged insufficiency of rains led to a reduction in

the level of water resources, including the total drying up of wells and

boreholes in some cases, due to the lowering of the water table. In

countries such as C^te d'lvoire, Ghana and Nigeria, the availability of

adequate water supplies for hydroelectric power generation, irrigation

and fisheries was also adversely affected by reduction in stream flow regimes

and basins with shallow water tables. In Nigeria, the drought also

intensified the degradation of pasture land, resulting in the death of
a large number of livestock.

Virtually all the countries of the subregion have served as receiving

centres for population displaced by the Sahelian drought. As the drought

intensified, there were mass movements of people southwards from the Sahel

into the non-Sahelian countries of West Africa in search of food and water

and of pasture for livestock, thus imposing additional strains on the already

serious food situation and the fragile economic and social infrastructures

of those countries. Furthermore, in spite of the relatively underdeveloped

nature of their economic infrastructures, the countries of the subregion

have had to provide, of necessity, transit facilities for the export and

import trade of their land-locked Sahelian neighbours to the north, and

for the transportation of emergency relief materials. Yet many of the

countries in the subregion could ill afford the magnitude of investments

required to expand and maintain the necessary transportation infrastructures

that will enable them play such a role effectively.

The decline in government revenues in the non-Sahelian West African

countries in recent years as a result of the worsening international

environment has resulted in cut-backs in investment plans and slow-down

of ongoing projects, which has adversely affected the operation and

maintenance of existing facilities, including physical infrastructures.

Yet these are the very countries that require perforce to pay greater

attention to the maintenance of physical infrastructures due to the

deleterious and corrosive effects of high humidity, particularly on the

highly delicate, sensitive and expensive equipment that modern technology
demands.
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In a subregion where education has proceeded further than in other

areas of the continent,, and where growing unemployment of graduates trained

at great cost is already a major social problem, it is a paradox that many

of the countries still rely heavily on foreign skilled manpower which has

been a major drain bn scanty foreign exchange reserves. This has led to

a new awareness of the importance of human resource development and manpower

planning and the necessity to maintain quality and excellence in educational

development.

While the subregion provides a good example of the tremendous effort

that has been made in subregional co-operation in Africa during the past

25 years, it also bears witness to the very limited results that such efforts

have so far produced. Indeed there are at least 35 economic co-operation

groupings in the West African region as a whole (such as ECOWAS, CEAO,

Mano River Union, River Niger Basin, CILSS, Council of Entente etc.).

Conceived and designed as instruments of economic co-operation and

accelerated development on the basis of collective self-reliance, these

groupings have been striving at great odds towards the harmonization of

rules, procedures, strategies and programmes that will enable them to be

integrated effectively into the wider framework of the West African Economic

Community. The development of reliable transport and communications links

by sea, land and air in the non-Sahelian West Africa will be a major factor

in promoting that co-operation.

A major thrust of future policy in this subregion therefore is the

revitalization of the instruments of economic co-operation and the

mobilization of the internal and external resources that will be needed

to promote joint programmes and execute joint projects in many areas of

economic and social life, that will accelerate the realization of th

objectives of the Economic Community of West African States..

G. NORTH AFRICA

The subregicn comprises the five North African countries Algeria,

Egypt, the Libyan Arab Jamahiriya, Morocco and Tunisia.

All North African countries produce and export either oil or phosphate,

and their products. The main thrust of their economic strategy is to plough

back revenues to diversify their economies. A number of common problems

affect practically all the countries in the subregion. Perhaps the most

important is rapid population growth, which is creating great strains on

services, particularly in the areas of education, health and housing.

Population growth rates range from a high of 3.2 per cent annually in the

case 6£ Algeria to a low of 2.5 per cent annually in the case of Tunisia.

Closely associated with this problem is rapid urbanization which has put

further strains on services in urban centres, especially the capital cities.

Extensive integrated rural development programmes have therefore been

accorded high priority in a bid to reverse the strong tide of rural-urban

migration.
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The demographic trends have had serious implications for employment.

Except for the Libyan Arab Jamahiriya,. all other countries have surplus

trained manpower and graduate unemployment is prevalent. Due to historical

factors, large numbers of the nationals of Algeria, Morocco and Tunisia

are currently working in Western Europe, and the recessionary conditions

which have prevailed in the industrial countries over the past few years

have adversely affected their job opportunities and hence their home

remittances, which constitute an important part of the foreign exchange

earnings of their respective countries. Egypt also faces a similar situation

with the prospect of the return of a large number of its 3 million or so

nationals currently working in other Arab countries.

A second problem faced by the region is the possible adverse impact

of the expansion of the European Economic Community (EEC). Traditionally,

EEC has had bilateral trade relations with almost all the North African

countries under the umbrella of what the former called its Mediterranean
Policy.

Under that policy countries like Morocco, Tunisia, Algeria and Egypt

were known to have established traditional commercial relationships with

EEC by exporting citrus fruits and vegetables to the Community. For these

products EEC constitutes about 60 per cent of their export market. Problems

resulting from recent admission of Greece, Spain and Portugal to EEC and

the resulting competition faced by the agricultural products of the North

African countries as well as EEC's application of its protectionist Common

Agricultural Policy constitute major constraints on their exports to Europe.

Serious consideration is therefore now being given by the countries of

the subregion to the diversification of the export markets of the North

African countries to non-traditional areas, including Africa and the Arab

world.

Drought and desertification is another major problem faced by the

subregion. The southern parts of the North African countries extend over

large areas of the Sahara desert. Hence, the subregion has had to cope

with problems of desertification, and the destructive impact of strong

winds, and sand dunes, as well as lack of rainfall and inadequate

availability of potable water for human consumption and for farming purposes.

Although drought has not had such devastating effects as it has had in

the Sahelian countries of West Africa, its impact has nonetheless been

quite significant in some countries. It has been reported that in some

parts of northern Sahara, there has been no rain for about 12 years running.

In other areas where underground water is drilled out of boreholes, it

has often been found to be salty, non-potable and unfit for irrigation.

Another problem facing many of the countries of this subregion, lies

in the need for them to import increasing quantities of food for their

people. While all of them are striving to achieve rapid improvements in

agricultural production, they face certain serious constraints, such as

water scarcity and soil depletion.
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The vast areas covered by most of the countries impose upon them major

problems in developing effective transportation networks among themselves
and between coastal areas and hinterland and with the rest of the African

region; yet the high cost of developing such network will have to be borne,

both in the interest of national economic integration within each, cpuntry

and also for the realization of the "objective of subregional co-operation
and the wider aim of the African economic community.
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THE OVERALL PICTURE

1- Geographical and demographic setting

In order to understand the causes and consequences of the African economic

crisis, it is important to outline briefly the geographical and demographic

setting. African is a land of great diversity with a population of approximately

550 million and covers about a quarter of the world's total land area. Out of

its total land area, only 44 per cent can be used for agriculture including

pasture. Its vegetation varies from the lush equatorial forests of Central Africa

to the arid deserts of the Sahara and Kalahari. There is great variation in

the size of countries as far as area and population are concerned. The smallest

country has an area of less than 500 km2 while the largest country, the Sudan,

has an area of more than 2.5 million km2. The population also varies from 65,000

for Seychelles to approximately 95 million for Nigeria.

The small size of some countries is not the only impediment to development.

There are a large number of countries which are geographically disadvantaged

either because they have very narrow coastal strips or because they are completely

landlocked. In the absence of a good network of roads, and adequate communications,

thess land-locked countries have, from time to time, experienced serious

difficulties over the years in exporting their commodities or importing essential

supplies and have indeed been doing so over the years at increasingly high cost

to themselves. These constraints have seriously inhibited their economic

development. Transport and communication problems also affect other countries

since air, rail and road links are still far from satisfactory and are partially

responsible for the low level of intra-African trade.

There are also wide variations in population densities as well as in critical

population densities, the latter being measured as the number of persons/km2

while the critical population densities vary more widely. However, compared

to other regions of the world, Africa cannot be said to be over-populated either
in terms of the total or critical land area.

This is not to be interpreted to imply that Africa has no population problems.

Africa has a high dependency ratio. There are two types of ratios to measure

this and both provide an insight into the population/resource problems of Africa

vis-a-vis other regions of the world. The first is the age dependency ratio
which is measured as;

population aged 0-14 + population aged 65+

population aged 15-64

According to 19G5 estimates, this is 92.5 per cent for Africa compared with
50.2 per cent for Europe. However, the age dependency ratio is a purely
demographic concept and measures potential rather than actual dependency. The
more useful economic indicator is the ratio of the population economically inactive
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to 1,000 economically active population- If this measure is used, the African

ratios for 1975, 1980 and 1985 are respectively 1639, 1707 and 177 and rising.

Comparable figures for Europe for 1975, 1930 and 1935 are 1250, 122.9, and 1195.

It is assumed that these high dependency ratios in Africa will continue and will
reach 1071 by the year 2000.

Another area of concern is the age structure of the population. Overall,

slightly more than 40 per cent of Africa's population is below the age of 15.

The implications of such an age structure are quite obvious since it results

in a very high demand for education, health and employment and puts a heavy strain

on public revenues. It has become necessary in a number of African countries

to put a ceiling on the proportion of the total government budget which can be

devoted to social services.

Another aspect of the demographic situation worth examining is urbanization.

Africa is still the least urbanized continent in the world. However, in terms

of the growth rate of the urban population, it is estimated to have the highest

growth rate for the period 1980-2000. Rural to urban migration which is mainly

responsible for this high growth rate brings in its wake social and economic

problems. It increases in towns pressure on social services such as education

and health and contributes to high urban unemployment. In the rural areas, the

migration of better educated and skilled manpower to the urban centres has a

direct bearing on the low productivity of the agricultural sector. The lack

of technological innovation in the agricultural sector, the aging of the

agricultural population and the failure to improve living standards in the rural

areas are direct consequences of rural-urban migration. Thus, while the

agricultural population has remained very high in absolute numbers, its output
per capita has been falling.

In the past it has been argued that population growth rates are inversely

proportional to GDP per capita. But this view is not supported by the GDP data

available in ECA. The correlation coefficient between population growth rate

and GDP per capita, at constant 1970 market prices for 50 African countries for

the year 1983, was only 0.03, while that between population growth rates and

growth rates of GDP at 1970 constant market prices was 0.15. These results show

no clear relationship between the two pairs of variables, thereby reinforcing

the view that the relationship between population and development is rather

complex. Thus, in spite of the fact that high population growth rates may have

worsened, the performance of the African economy, as is evident by comparing

growth rates of GDP and GDP per capita in table 1 of the statistical annex, it

is also obvious that Africa's poor economic performance has to be explained mainly
by factors other than its relatively high population growth rate.
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2. Gross domestic product

Without doubt, the performance of African economies in recent years has

been dismal. GDP at current prices for the whole of Africa was $302,170-8 million

in 1983 and $304,465-8 million in 1904, representing an increase of only 0,76

per cent. Per capita GDP at current prices for Africa as a whole was $615 in

1984. However,, the situation varied greatlly among the various subregions as

is demonstrated by table 1 below.

Table Is GDP and GDP per capita by subregion (at current prices)

Subregion GDP *in million $) GDP per capita (in $)

1983 1984 1984

Indian Ocean island

countries

East Africa

Southern African States

Central Africa

Sahel

Non-Sahel West Africa

North Africa

Total Africa

4,170.0

27,192.1

21,35/.i

18,337.0

6,417.7

92,217.9

132, 479.0

302,170-8

3,649.2

27,679.2

21,659.6

17,709.6

6,102.3

G7,920.9

139,665.0

304,465.8

326

231

465

387

167

659

1,385

615

Source: ECA Secretariat calculations

From the above table, it could be seen that between 1983 and 1934 GDP at current

prices fell in four subregionss Indian Ocean island countries. Central Africa,

Sahel, and non-Sahel West Africa, remained virtually unchanged during the same

period in East Africa and Southern African States? and increased by 5,4 per cent
in North Africa.

Growth rates have also been exceedingly poor in Africa during the first half

of the 1980s. GDP at constant prices grew at 1.5 per cent in 1980-19C1, 2,6

per cent in 1981-1982, -0.8 per cent in J982-1983, and 1,1 per cent in 1983-

1984, showing an average annual growth rate of 1.1 per cent in 1983-19S4, shoving

an average annual growth rate of 1.1 per cent during the period 1980 to 1984.

In the case of GDP per capita at constant prices, the figures for Africa as a
whole were -1,3 per cent in 1980-1981, -0.2 per cent in 1931-1982, -3.6 per cent
in 1982-1983, and -1.7 per cent in 1983-1984, showing an average of -1.7 per
cent per year during the period 1980 to 19C4. Similar to what was observed in
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the case of GDP and GDP per capita at current prices, performance among the subreg.rons

varied tremendously. This is demonstrated in table 2 below.

Table 2: Growth rates in GDP and GDP per capita at constant prices (average

annual percentage growth rate for the period 1980-1961 to 19S3-1984)

Subregion GDP GDP per capita

Indian Ocean island countries -0.1 -2.7

East Africa 1.0 -1-5

Southern African States 0.6 -2.4

Central Africa 5.5 3.4

Sahel "1:2 -3=8

Non-Sahel West Africa -3.5 -6.2

North Africa 3.5 0.7

Total 1»1 "1"7

Source; ECA Secretariat calculations

What is striking in the above table is that no subregion attained the target

of 7.0 per cent growth rate in GDP set by the International Development strategy,

of the Third Unityed Nation? Development Decade. Only Central Africa came somewhat

close to this. GDP growth rates at constant prices fell sharply in non-Sahel

West Africa and the Sahel, while in East Africa, the Southern African States

and the Indian Ocean island countries, growth rates were essentially stagnant.

In the case of GDP per capita, only in Central Africa was there any grtowth

during the period 1980-1981 to 1983-1934. The figure was an impressive 3.4 per

cent per annum. GDP per capita stagnated in the case of North Africa and fell

sharply in all other subregions, with the fall being as high as -6.2 per cent

in non-Sahel West Africa and -3,8 per cent in the Sahel.

Clearly, the economic situation in Africa is desperate* and the situation is

moving from bad to worse,. Present trends show that GDP i?.t constant prices for

Africa as a whole is not likely to grow faster during the second half of the

decade than it was done during the first half. However, should Africa's Priority

Programme for Economic Recovery be fully implemented, and should the economic

environment improve significantly, Africa's GDP may resume the annual growth

rates of the 1970s.

As far as the sectoral composition of the GDP is concerned, the relative shares

of agriculture and industry have remained virtually unchanged. Agriculture accounted

for .41 per cent of GDF both in i^J80 and in 1982, whereas industry constituted

18 per cent of GDP in 1980 but only 17 per cent in 1982 for Africa as a whole.

The performance of thn industrial sector has been particularly disappointing.

Growth in this sector for all of Africa was 1.0 per cent during 1973-1900, falling

however to -4.1 per cent between 1980-1982.
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In ■ the vital sector of agriculture, 90 per cent of all African countries
achieved positive rates of growth in the gross values of their agricultural
production in the period "1970-1984, albeit very low. For one-quarter of the
states, the average annual growth rate was 2.5 per cent or more. However, only

three countries - Rwanda, Swaziland and the Libyan Arab Jamahiriya - increased
their annual per capita agricultural production by 1 per cent or more per year.
Over or more per; year. The drop in production was especially marked among the
Southern African States and the Sahel.

Available data does not deonstrate any direct link or causal relationship
between population and agricultural growth rates. The Libyan Arab Jairtahiriya,
Cote d'lvoire and Kenya have all been experiencing high population growth rates,
but the growth rate of the agricultural sector in these countries was greater
than m Guinea, Sierra Lenor, and the Central African Republic which have been
characterized by lower rates of population increase. None-the-less, there has
been an imbalance in most countries between population and agricultural growth

Wi ^ereSUlt that th i f
pp gricultural growth,

i ^. that the gains from agricultural growth have been more than
absorbed by the increasing population

Pood production, as distinct from overall agricultural production, grew
at an average rate of 2.8 per cent a year between 1961 and 1970 but subsequently
declined to 1.6 per cent a year between 1970 and 1984 for Africa as whole. When
account is taken of livestock production, the corresponding growth rates are
^./ and 1.9 per cent respectively.

With population growing at an average annual rate of about 2.7 per cent
these trends do underscore the precarious food situation in the African region.
Thus, on per capita basis while the average person's share of basic food-has

fa^m Y °nly °"1 PSr Cent annuallv betw^ I960 and 1970, it has in fact
To 11 +*™X!T TnUal negative rate of 1-2 P« cent between 1970 and 1984.
Survival Hence" th"15,6 ^^ Challen*e that *>cu. Africa's economic
survival. Hence the cruical importance of implementing fully APPER
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3. External trade

Foreign trade is a critical element in the implementation of APPER.

Taxation of foreign trade contributes more than one-half of all government

revenues and up to three-quarters of total tax receipts; As is well known,

about 95 per cent of African exports are primary commodities, including fuels.

Thij underscores the dependence of Africa on a few primary commodities for

its export earnings. This section briefly outlines the problems of stagnation

of exports; fluctuations in export earnings; instability of commodity prices

and the impact of the collapse of such prices on resources; the effect of

changes in the terms of trade on incomes and the balance of payments;

protectionism? the slow growth of Africa's share in world exports; and the

problems of declining imports.

(a) Stagnation in exports

Since 1975, total, export earnings of African countries have grown at an

average annual rate of around 5 per cent, having increased "■from about $36 billion

in 1975 to $63 billion in 1984, and after having reached a peak of $96 billion

in 1980. When major oil exporters (Algeria, Angola, the Congo, Egypt, Gabon,

the Libyan Arab Jamahiriya, Nigeria, Tunisia) are excluded, the corresponding

figures become, $13 billion, $18 billion and $23 billion respectively. However,

looking at the value, unit value and quantum indices of foreign trade as shown

in table 3, it is evident that taking 1980 as the base year, export earnings

in .1984 of oil exporters and non-oil exporters were, respectively, 65 per cent

and 77 per cent of their 1980 levels. The reductions in earnings were caused

both by declining prices (reflected in export unit values) and by lower

quantities exported. The situation was also made worse by the recession in

the world economy after. 1980 and by production failures in the wake of the

drought.

Table 3. Value, unit value and quantum indices of African exports fi (1975-

-.-* (1980.) = 100) ■■ >.

For all Africa

1975 1981 1982 1983 1984

Value

Unit value

Quantum

For major oil exporters

Value

Unit value

Quantum

38

40

95

79

104

76

69

95

73

64

85

76

68

85

79

33

35

95

78

109

72

67

99

68

60

87

69

65

85

76
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1975

For non-oil exporters

Value

Unit value

Quantum

55

1981 1982 1983 1984

76 81 77

55

59

93

84

90

93

76

83

92

81

78

103

77

84

91

Source; UNCTAD secretariat calculations.

The average annual growth rates of world trade for most commodities of

interest to Africa have been low except for copper, vegetable oils and, to
a lesser extent, tea whose average growth was significantly higher in 1982/1983

as compared to 1972/1973. Thus, the average annual growth rate of world export

volumes for bananas, coffee, cocoa and bauxite, have been less than one per

cent while those for cotton, sisal, timber, iron ore, manganese and phosphate

rock have even been negative. Only tea, vegetable oil and copper have achieved

average growth rates of 1.6, 4.1 and 4.3 per cent respectively. For other

major comodities, world trade volumes in the early 1980s stood close to their

former magnitudes. Data in table 4 shows Africa's annual average growth rate
of primary commodity exports (except fuels) in the periods 1966-1970, 1970-

1975, 1975-1980 and 1980-1984, with corresponding average for world and other

regions. It shows that developed market economy countries increased their

primary commodity exports more rapidly than developing countries, and that
Africa's exports have been the slowest growing (or fastest shrinking).

Table 4. Annual average growth rate of non-fuel primary commodity export;
1966-70 to 1980-85 (in percentage)

1966-1970 1970-1975 1975-1980 1980-1985

World

Developed market

economy countries

Developing countries

Africa

America

Asia

Source: UNCTAD secretariat

7.

8.

6.

6.

7.

4.

1

0

2

6

0

5

16.

18.

14,

10.

15.

15.

calculations

7

1

0

1

1

1

15.

16.

14.

9.

14.

17.

0

2

4

6

3

9

-2.

-3.

-1.

-4.

-1.

-1.

7

2

9

0

2

3
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(b) Declining share of Africa in world commodity exports

What is perhaps most important from the point of view of Africa is the

general fall in the proportion of world exports of those commodities in which

African countries are major suppliers. The decline was most pronounced in

respect of agricultural commodities and minerals, ores and metals which in

fact provide the bulk of Africa's exports earnings. None of the important

African export commodities, except tea and fishery commodities, have been spared

the decline.

Had Africa's export quantities been increasing satisfactorily, the decline

in shares would be less important as an indication of export performance.

However, we must also point out that a few commodities such as sugar and tobacco

have increased in the quantities exported despite the overall declining trend.

It should also be added that overall figures for Africa's export performance

sometimes hide certain interesting divergences among countries. For instance.

Cote d'lvoire considerably increased its production and export of cocoa while

Africa's other major producers like Ghana and Nigeria have fallen behind. On

the whole, the relatively slow growth of African production and exports has

allowed other exporters to secure higher export markets at the expense of the

continent.

(c) Import problems

One clear reflection of Africa's external trade problems has been a fall

in imports associated with declining foreign exchange earnings. After usincf

from an index level of 95 in 1972 (on a base 1980 = 100) to 117 in 1978, imports

of non-oil exporting African countries have fallen continuously, dropping to

79 in 1984.

The impact of these developments were considerable because in most cases

this meant cutting back on important investment goods and other intermediate

requirements. Two forces were at work in most countries. Not only did total

imports have to be curtailed, there were also shifts away from imports of

machinery and equipment towards imports of energy and food. Consequently,

development efforts tended to receive secondary importance in the face of the

need to feed the population.

(d) Fluctuations in export earnings

An important characteristic of African primary commodity trade, besides

its slow growth, is the wide fluctuations in export earnings due to price and/or

supply instabilityo For most African economies, it has also been a source

of insecurity with tremendous detrimental effects for the development efforts

which are usually import-intensive and makes production of crops less attractive.
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Primary commodity trade generally exhibits a greater degree of instability

than trade in manufactured goods. The recent price collapse has been most

severe for countries dependent on commodity export earnings who have thus been

more affected by the relatively unstable nature Of commodity markets. The

most detrimental effects of this instability have been greatest for the fragile

African economies than for the more diversified economies, including the newly

industrializing countries (NICs). This instability makes economic planning

and the implementation of economic programmes not only difficult but also

unmanageable. Often, major projects embarked upon at times of high commodity

prices have had to be abandoned.

(e) Terms of trade and purchasing power of exports

Africa,s terms of trade for 1975 and 1981-1984 are shown in table 5.

Although the decline in the unit values of exports were somewhat counterbalanced

by declines in import unit values, the relatively smaller declines in import

unit values were such that the terms of trade and the purchasing power of exports

of all African countries, including the major oil-exporters, were generally

on the decline in the 1980s. For the non-oil exporting African countries,

there was an improvement in the terms of trade as from 1983 onwards following

the initial decline in 1982 but the purchasing power of exports rose in 1982

only to fall again in 1984.

Table 5. Africa's terms of trade and purchasing power of exports, 1975-1984

{1980 =100)

19 1975 1981 1982 1983 1984

All Africa

Terms of trade 71,=0 106.9 101.2 94,0 96.7

Purchasing power of exports 67.4 81.3 73.5 71.4 76.8

Major oil_exporters .

Terms of trade

Purchasing power of exports

Other Africa

Terms of trade

Purchasing power of exports

Source: UNCTAD secretariat calculations.

59.0

56.2

113.9

106.4

113.4

81.0

89.7

83.8

107.2

72.5

85.6

78.6

97.4

66.9

85.9

88.8

97.8

74.6

94.1

86.1
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The significance of the adverse movements in the barter and purchasing

power of exports terms of trade for the region or for each.individual country's

economy depends on the relative importance of exports in the GDP. Data in

table 6 gives the change in income associated with changes in terms of trade

and purchasing power of exports as a percentage of GDP. _1/ it is observed

that declines in purchasing power of exports have had a proportionately greater

impact on the GDP of oil exporters in Africa as a group than on the non-oil

exporters, despite the fact that the terms of trade of the latter group were

continuously lower but the depressive effect of quantities was stronger for
oil exporters.

Table 6. Change in income associated with changes in terms of trade and purchasing

power of exports 1981-1984 (percentage of GDP)

Associated changes over 1980

1981 1982 1983 1984

For all Africa

Due to terms of trade

Due to purchasing power

of exports

For major oil exporters

Due to terms of trade

Due to purchasing power

of exports

For others

2.0 0.3

5.4 -4.7

4.5 2.4

-6.4 -9.2

-1.7

-5.3

-0.9

■11.1

0.9

-3.8

■0.7

■7.9

Due to terms of trade

Due to purchasing power

of exports

2.

3.

2

1

-2.

-4.

8

1

-2.

-2.

7

1 -2

.1

.7

Source: UNCTAD secretariat calculations

1/ The change in income is obtained by multiplying the figures in table

5 by the share of exports in GDP for each of the country groupings. A minus

sign indicates loss of income and the figures reflect the depressive effects

of foreign trade on the growth of the continent's economy.
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(f) Protectionism

Another group of factors which affect the performance of Africa's foreign

trade emanate from protectionist policies pursued by the industrialized

countries. Such protectionist policies have constrained the export prospects

of most African countries. Added to those are the saturated markets for most

foodstuffs, the development of synthetics and substitutes and the expansion

of primary input-saving technologies which restrict primary commodity imports.

The general economic policies of most industrialized countries have

restricted domestic economic activity and this has had a restraining impact

on their demand for primary commodities. In many developed countries

protectionism has become a common approach to tackling unemployment problems

irrespective of its disastrous effect on the volume of world trade. Further,

agricultural policies in many industrialized countries have involved massive

subsidies to agricultural producers resulting in high increase in the supply

of agricultural goods with the consequence of depressing the price level of

such goods. This has, in turn, a negative impact on the export earnings of

many African countries.

(g) Commodity trade prospects

Although some preferential entry for some African products is provided

for in the Generalized System, of Trade Preferences (GSTP) there are, still,

important ommissions and constraining limits. In addition, there are a number

of non-tariff measures that affect the entry of African exports in the important

markets. Such . non-tariff measures, include, inter alia, voluntary export

restraints, tariff quotas, surveillance systems, quantitative restrictions,

variable duties and levies, anti-dumping duties and other price controls.

The possible impact of Africa's external trade on the implementation of

APPER, needs to be ..assessed against the background of the problems discussed
in the preceding paragraphs. .

What is evident is that the demand for primary commodities depends mainly

on changes in world economic activities, particularly in the developed market

economies? and it should also be stressed that possible changes in the

agricultural and trade policies of developed countries have considerable impact

upon the prices of various commodities ,of interest to Africa and hence on
Africa's capacity to implement its objectives..

Many of these factors when put together in the light of various macro-

economic considerations, indicate the improbability of any substantial

improvement in the market for primary commodities in the years up to 1990 in

the absence of appropriate corrective measures. While incidental upward
fluctuations can be expected basically due to supply instability in the major
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producing countries, fluctuations among major currencies have deeper

repercussions on commodity prices and hence foreign exchange earnings. The

linkage between such earnings and Africa's capacity to service external debts

(as shown by high debt-servicing ratios) is a critical factor in the overall
programme for economic recovery.

External finance

After a decade of rapid growth, the net inflow of external resources from

all sources in 1984 to African countries is about $5.5 billion less than it

was in 1980 (and about &6.5 billion lower than the peak of 1982 (table 7). The

decline in overall growth during the 1980s of about 28 per cent provides a

measiure of the collapse in international financial co-operation as compared

with the decade of the 1970s when the net capital flows expanded more than
six-fold. .■■-'■

The stagnation and decline in the pattern of capital flows has been

particularly marked as regards the flow of funds associated with trade credits,

private direct investment and cmmercial bank lendingo While a modest rise

in official flows helped offset the decline in private flows, overall the net

flows : are presently declining on a broad front. As may be expected, net

transfers (net flows less payment of interest, and profit dividends) show a

dramatic collapse as rising interest and amortization payments claim a growing

proportion of gross disbursements. For African countries taken as a group,

net transfers are lower by-about $10 billion in 1984 as compared with 1980.

Official development assistance .

Of particular significance to countries, in Africa is the stagnation in

the availabilities of ODA, resources associated with the IMF and,export credits.

As regards ODA performance, it should be borne in mind that Africa's share

of this extremely scarce resource rose quite rapidly during the 1970s - from

about 25 per cent of all ODA in 1970 to more than 40 per cent by 1980. The

share of countries in the sub-Saharan region over the same period rose by about

12 percentage points- As a result of this expansion - much of.it contributed

by OPEC-funded institutions - countries in the sub-Saharan region have become

critically dependent on ODA to finance their long-term investment programmes.

Lack of a dynamic and diversified export base effectively precludes them from

assured access to IBRD loans and to capital markets for both short- and medium-

to long-term finance.

IMF resources

For a large number of ! countries in Africa shut off by the market from

access to short-term payments-related finance, the IMF remains their only source

of balance-of-payments support. The Fund indeed played a major role in providing

such finance during the 1980s. Between 1980 and 1983 net purchases from the
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Fund more than doubled and partly helped absorb the trade-related shocks of
the early 1980s. However, given the revolving character of the Fund and terms

and conditions attendant upon access, repayments on account of earlier drawings

are now themselves a serious source of difficulties in the management of external

accounts. This process was aggravated, given the fact that many of the Fund

programmes did not succeed in correcting the payments disequilibria in many

of the borrowing countries. In this connection, it has been argued by some

that the typical Fund stabilization programmes could not effectively deal with
the payments disequilibria of a structural character nor those which are
externally induced. Be that as it may, what has become clear in the recent

past is that a larger proportion of Fund programmes currently favour stand

by arrangements (of 12-18 months duration) as compared with extended arrangements
(of a medium-term character). As of 30 September 1985, of a total of 15 stand
by and extended arrangements in place in favour of .countries in Africa, only
one - Malawi - had an extended arrangement. The resources available from the

IMF, however, provide only a fraction of Africa's needs for payments finance:
Africa,accounts for only 3.3 per cent of quotas. Moreover, since access limits
to the use of Fund resources have been reduced since the 1983 quota increase,

the net effect has been to leave sub-Saharan African countries with reduced
access in 1985 as compared with their position before the general quota increase.

Table 7. Sources of medium- and long-term net flows to Africa a/-

1975 1980 1981 1982 1983 1984*

Total net flows:

Concessional

Bilateral

Multilateral

Non-concessional

Bilateral

of which official and

private export credite

Multilateral

Memo item:

IMF, net purchases

12.8

6.9

5.7

1-2

6.0

20.2

10.8

8.0

2.8

9.4

19.7

10.5

7.7

2.8

9.2

21.2

10.5

7.8

2.7

10.7

19.0

9.4

6.9

2.5

9.6

14.6

9.8

7.6

2.2

4.8

2.

0.

9

5

4

0

.6

.8

3

1

.6

.0

3.

0.

3

9

3

1

.6

.2

2.

0.

0

8

0.3 0.7 1.8 1.6 1.7 0.7

Source: Economic Commission for Africa based on UNCTAD 1985 Handbook of

International Trade and Development Supplement andd OECD data.

Estimates

a/ From DAC member countries, OPEC member countries and multilateral
agencies.
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The failure to offset the continuing declines in the purchasing power

of African countries is now generally acknowledged to be a major constraint

in the present system of international financial co-operation. Given the key

role of the IMF in virtually all financial, transactions - including commitments

from bilateral donors, export credit agencies,, Paris Club arrangements and

access to private finance - it is essential that its role be the subject of

close scrutiny and evaluation if the present financial crisis in Africa is

to be surmounted. The disturbing - if not altogether surprising - phenomenon

of payments of arrears by a growing number of member countries in Africa to

IMP and to other multilateral lending institutions provides the point of

departure for restoring Africa's relations with IMF on a more secure footing.

The recent decision to reconstitute the Trust Fund in a Special Disbursement

Account in favour of low-income countries may well be viewed as the first step

in ■ this direction. Of greater importance to African countries, however, is

a substantial increase in their quotas beyond the present levels and a

substantial allocatior of SDRS to reconstitute reserves and liquidate accumulated
arrears.

World Bank

Like the IMF, the World Bank in recent years has assumed a key role in

meeting the capital needs of African countries. Its contribution - through

IDA the Special Africa Facility and its considerable expertise in evolving

country-specific programmes of structural adjustment - have gradually helped

evolve a policy environment for laying the basis for sustained growth. However,

despite the recent initiatives, net flows of multilateral loans to countries

in Africa are now lower - by almost $0.5 .billion - than they were at the

beginning of the present decade. There is now growing concern that, on the,

basis of present pattern of gross disbursements on the one hand and prospective
debt-service payments on the other, a growing number of African countries may

become lenders to multilateral development lending institutions such as the

World Bank. It is essential therefore that the replenishment of the eighth

IDA take into account the need to fully support structural adjustment measures

which many countries in the region have begun to put in place.

Export credits

Export credits and other trade-related finance have in the past played

a key role in financing critical imports - particularly capital goods and

maintenance inputs - vital to Africa's production and trade. Export credits

from OECD to countries in sub-Saharan Africa expanded at an exceptional pace

during the 1970s, averaging about 21 per cent per annum. Since the 1980s,

this vital source of external finance has declined drastically - by over 50

per cent - with the result that, in many countries in Africa, the repayments

on account of past borrowing significantly exceed new disbursements. This

phenomenon reflects, on the one hand, the relatively hard terms at which this

source of borrowing is secured and, perhaps more critical, the fact that many

export credit agencies have drastically reduced their cover to countries in
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Africa. An immediate consequence of this development is that a growing

proportion of African trade now takes place on the basis of cash or barter.

A second consequence of declines in trade finance has been growing accumulation

of arrears, variously estimated to be between $10 billion and $17 billion,

most of them on account of trade-related short-term finance. A related and

crippling consequence has been the emergence of the practice of placing

significant mark-ups on cas imports, partly designed to compensate for
accumulated arrears to traditional suppliers.

The stagnation in capital flows has affected economic performance in a

variety of ways. In the first place it has given rise to acute difficulties

in re-financing and rolling-over maturities. Secondly, given the close

relationship between imports and capital formation, the decline in import

capacity as a consequence of decline in net transfers has contributed to a

sharp deceleration in the pace of capital formation. The latter phenomeno

itself is the outcome of a series of complex factors revolving around declines

in public revenue, in the domestic savings performance and the need to shift
savings to finance current consumption and to meet rising debt-service payments.

Even if the domestic savings performance were to improve remarkedly, its

contribution to capital formation will be relatively modest, given the need
to accomodate rising payments on external debts. r

A broad conclusion deriving from the above discussion is that international

financial co-operation vis-a-vis many countries in Africa has largely become
inoperative and has been replaced by exceptional means of financing, namely,

frequent rescheduling of obligations, fraw-down in reserves and accumulation
of arrears, including arrears to multilateral creditors. Clearly, while such

a pattern of financing may secure some breathing space, it cannot be sustained

since costs in terms of loss of credit-worthiness become prohibitive.

External debt

While net flows between 1980 and 1984 have declined by about 6 billion

the stock of debt outstanding has continued to rise - by about $5 billion for
all African countries and about $18 billion for countries in the sub-Saharan
region. The phenomenon of rising debt outstanding in conjunction with declining

net capital flows is related in part to the capitalization of arrears and
interest payments as well as the large number of debt rescheduling exercises
which have characterized the recent African experience.

At the end of 1984, Africa's external public and publicly guaranteed debt
was about $140 billion but total deht, from all sources disbursed and

non-disbursed, was close to $200 billion by the end of 1985. The relevant

debt indicators suggest that Africa's debt burden is no less serious than
that of other major debtor nations, but what is clear is that Africa has out
paced its capacity to service its debt: between 1974 and 1984, Africa's total
external debt multiplied seven-fold while real output during this period declined

by close to 1 per cent per year. In relation to exports and GDP, Africa's
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external indebtedness roughly doubled between 1974 and 1984, with a sharper

growth experienced by countries in the sub-Saharan region. Accumulation of

debt in Africa has coincided with adverse trends in terms of trade and declining

capital flows particularly since the 1980s.

The widening gap between debt-servicing capaci ty, on the one hand, and

servicing obligations, on the other is manifested in the quadrupling of ebt-

service to exports ratio in the 10 - year period.to 1984, with the ratio reaching

30 per cent in the latter year. For many low-income countries the burden is

even more onerousi available estimates place their current debt-service ratios

in excess of 30 per cent with individual countries experiencing ratios exceeding

100 per cent, when short-term debt, IMF repurchases and arrears and associated

charges are taken into account. Evidence recently made available to the joint

OAU/ECA missions which have just visited all member States by several national

authorities suggests a widening gap between actual debt service payments and

obligations. In most cases obligations exceed actual payments by as much as

50 per cent. Declining debt-servicing capacity has been worsened by contracting

external capital flows. In 1984, net financial transfers from all sources

to sub-Saharan Africa were estimated to have fallen' by close to $8 billion

from the level of just, over $11 billion in 1980-32,- as rising debt-service

payments coincided with virtual cessation of voluntary lending from private

sources and the breakdown in access to trade finance.

For the majority of Africa economies, debt servicing problems have come

on the heels of successive financial disruptions caused by external economic

shocks and compounded by natural calamities of drought and famine, although

misdirected economic policies have played their part in aggravating the crisis.

However, the severity of .external economic disruption cannot be understated.

Key macro-economic indicators snow concurrent declines on a broad front: between

1980 and 1983 the cumulative foreign exchange losses from the fall :in commodity

prices aggregated some $13.5 billion, equal to about 2 per cent of total output

in this period. In the same period, as many as 27 countries out of 39 sub-

Saharan countries have experienced declines in per capita output while 23

countries recorded decines in net transfers of external capital flows, and

foreign exchange reserves are currently estimated to be barely suficient to

cover six weeks of imports. There is clearly no margin left for manoeuvre

in the event of further deteriorations in the liquidity situation. Yet African

economies are highly prone to the recurrence of financial crisis because of

the openness anci rigidity of their economic structures with their typically

narrow production base. The predominant share of a few primary commodities

in total output makes economic performance and financial availabilities highly

uncertain, a victim of volatile weather conditions and sharp swings in commodity

prices. At the same time, import demand consisting predominantly of essential

items such as food and fuel cannot be compressed without long-term damaging

effects on welfare and productive capacity. Moreover, as argued earlier, because

of their lack of credit worthiness, African countries generally do not have

ready access to bridging finance from private sources to hedge temporary

liquidity shortages.
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Africans"" liquidity" problems have been further exacerbated by an absence

of flexibility in debt management. Between 1975 and 1984, as many as 15 African

countries have on more than 4.0 occasions sought relief on account of official

and officially guaranteed export credit debt through reschedulings under the

auspices of the Paris Club. Debt relief under the Paris Club has generally

proved to be inadequate because of the failure to rapidly restore adeuate levels

of trade finance and to provide for additional aid flows. Moreover, the

relatively high . charges associated with such reschedulings often, result in

a worsening of. the debt profiles. In any event, Paris Club arrangements are

by their ..nature limited since they are largely confined to. official and.

officially guarangeed debt:they do not dea]. with non-guaranteed debt, short-

term credits, debt owed to multilateral institutions or to socialist creditors

or for the.,.most. part to other, developing countries. As a result, a significant

component' of debt - close to 50 per cent'^. ris not addressed by the Paris Club

and is left to other ad hoc arrangements. That the frequent and piecemeal

nature of the reschedulings do not properly address the chronic nature of

Africa's liquidity crisis, is manifested by demands for more reschedulings

and growing arrears. As regards the latter point, it should be noted that

of the 43 countries which reported payments arrears at the end of 1984, more

than 20 were from Africa.

Debt-servicing prospects over the medium term are not promising and no

major improvements are in sight. The international environment continues to

be difficult. Continuation of high interest rates has the effect of inflating

debt-servicing obligations while commodity prices, and export earnings show

little promise for an upswing, given the cessation pf recovery in. industrialized

countries. Moreover, the expiration of grace periods associated with recent

debt restructuring is anticipated to raise total debt-service payments from

an annual average of $4.3 billion in 1980-1982 to some to between $14 to $23

billion annually in 1986-1990,
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5• Financing of Africa's Priority Programme for Economic Recovery, 1986-1990

Of the $115 billion needed to finance Africa's Priority Programme for

Economic Recovery, 1986-1990 for the whole continent, $80.4 billion or about

two-thirds has already been or is to be raised by African Governments from

domestic resources. The external resource requirement is therefore only 30

per cent of the total cost of the priority programme, i.e., $34.6 billion.

Th« tables below present a summary of the sectoral financing requirements

of the Priority Programme. According to information made available to the

joint OAU/ECA missions that visited member States in connection with the

preparation of this document, about 10 per cent of this group is in various

stages of negotiations for external support.

Table 8v Resource requirements for Africa's priority programme for economic

recovery, 1986-1990 (in million $)

Sector

Domestic resources Total external

already available resources require-

Total cost or planned ments

source require-

Sector Total cost or planned ment

Agriculture

Othsr sectors in

support cf agri

culture

Drcaght and deserti

fication

Human resources

development

Total

54 732.4

51 667.3

2 189.4

6 389.8

40 007.3

35 172.5

1 354.0

3 914.0

14 775.1

15 494.9

835.4

2 475.7

115 028.9 80 447.8 34 581.1

Soureg; ECA Computer printouts.
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Table 9. Resource requirements for Africa's priority programme for

economic recovery, 1986-1990 (percentage)

Sector Total cost

Domestic resources

already available

or planned

Total external

resources require

ment

Agriculture

Other sectors in

support of agri

culture

Drought and deserti

fication

Human resources

development

Total

100

100

100

100

73.0

68.1

61.8

61.3

27.0

31.9

38.2

3S.7

100 30.1

Sources Calculated from Table 8 and Statistical Appendexes in Vol. II

These tables demonstrate unequivocally the extraordinary efforts African

Governments are making to mobilize domestic sources to finance Africa's Priority

Programme for Economic Recovery, 1986-1990.

The breakdown of the total external resource requirements of $34=6 billion

by sector is given belows

Table 10. Total external resource requirements

Percentate of total

Amount Percentage of external resource

(in million $) total cost requirements

Agriculture 14 775.1

Other sectors in suport

of agriculture 16 494.9

Drought and desertification 835.4

Human resources development 2 475.7

12.S

14.3

0.7

2.2

42.7

47.7

2.4

7.2

Total 34 581.1 30.1 100

Sources ECA computer printouts
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External resource requirements, in value terms, are highest for other

sectors in support of agriculture, followed by agriculture,human resources

development, and drought and desertification? 47.7 per cent of the total external

resources requirement relate to "other sectors in support of agriculture" and

42.7 per cent to the agricultural sector itself. Thus the two sectors that

are at the very heart of Africa's Priority Programme for Economic Recovery,

1986-1990 account for 90.4 per cent of the amount that African Governments

have to raise externally. Human resources development and drought and

desertification account for 7.2 per cent and 2.4 per cent of the total external

funding required respectively.

As is to be expected, there are variations, among African countries and

subregion, with respect to the status of the financing of the Priority Programme.

The table below compares African subregions in this area.

Africa' s priority programme

Total cost of

priority

programme

Subregion Amount

{in million $)

Indian Ocean

Island

countries

East Africa

Southern African

States

Central Africa

Sahel

Non-Sahelian West

Africa

North Africa

Source: ECA

1 250.

16 695.

4 050.

12 834.

5 625.

17 397,

57 174,

,3

.9

.3

.5

.7

,8

.4

for economic recovery

Domestic resources

available or

planned

% '

100

100

100

100

100

100

100

Computer Printouts

Amount

(in millions

.0

.0

.0

.0

.0

.0

.0

8

1

7

10

51

195

725

637

462

237

548

642

$)

.1

el

.2

.4

.2

.5

.3

, 1986-1990

Total

15.

52.

40.

58.

4.

60.

90.

60

25

42

14

21

63

32

external resource

requirements

(in

1

7

2

5

5

6

5

Amount

million

055.

970.

413.

372,

388.

849,

532,

2

8

,1

.1

.6

.3

,0

$)

84.

47.

59.

42.

96.

39.

9.

%

3

7

■3

0

0

4

7
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Overall estimates of rqsourco flow requirements

The support that the international community should give for the successful
implementation of APPER should be seen as special assistance to a special
priority programme. The external resource gap of $US 34.6 billion during 1986-

1990, or an average of $US 5.9 billion per annum, is specific to the Priority
Programme.

Thus the support of the international community should not be limited
to bridging the financial cap of APPER. Indeed, for Africa to succeed in
implementing the Priority Programme and in effecting the necessary structural
transformation of its economies, it is essential for the international community
to undertake a measure of r.irm commitment to provide the external resources
for the Priority Programme, a:- indicated above, and to ensure in addition that:

(a) The exogenous factors which have aggravated Africa's plight,
particularly the heavy debt and debt servicing burden, will not render " the
restructuring efforts a mere fantasy?

(b) Resource flows, in addition to those required for the Priority
Programme, are provided in the form of grants or on concessional terms to
accommodate the repayment of debt and ensure over and above the availability
of an adequate level of foreign resources that would restore the financial
viability of African countries and buttress the efforts to resume growth and
raise the levels of per capita income? and

(c) During the period of implementing APPER no African country should
have a net outflow of resources. In other words, no donor country should be
a net recipient of resource flows from an African country.

Over the next five years between $US 14 billion and $US 23 bilJion will
be required every year for the servicing of Africa's external debt. African
countries cannot on the average finance APPER to the tune of $80.4 billion

or 70 per cent of the total cost, and maintain adequate import levels from
domestic resources durir.c; 1986-1990 and also be able, at the sane tine, to
cover their debt service payments

Unless effective debt relief measures and substantial resource inflows

!«™SSUred' Xt Wl11 mea" that the dOTies-ic resources being mobilized to finance
APPER and generate growth will have to be diverted to service debts. Indeed,
if international support were to be limited only to filling the gap in the
investment requirements for the implementation of the Priority Programme with-
at the same time providing substantial relief for debt servicing, the African
countries might at the end of the period be worse off than they were at the
beginning. There is no way in which Africa can move from a level of debt
servicing obligation cc $JS 4.3 billion per annum during 1980-1982 to one ranging
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between $US 14 and $23 billion per annum during 1986-1990. Even if all the

domestic resources being mobilized to finance APPER are used in servicing debt,

the African countries will still not be able to meet their debt obligations,
let alone have resources left to finance APPER,

Given that African countries will on the average finance 70 per cent of

APPER and maintain adequate import levels from domestic- resources, the overall

resource requirements during 1986-1990 will be as follows;

Overall resource flow requirements

— ($US billions)

Annual average for 1986-1990

Low estimate High estimate

1. External resources required to finance

APPER (gap between total cost of APPER

and resources that can be mobilized

domestically) 7 7 •-.■■<

2. Estimated debt-servicing requirements 14 23-

Overall resource flow requirements (21) <30J

Obviously these requirements will go down if effective debt relief measures

are implemented. If all bilateral debts are, for example, converted into grants,

the annual resource flow requirements could go down to $18 billion under the

low estimate and $25 billion under the high estimate. The consolxdation of

non-ODA official debts and service payments thereon into long-term loans

repayable over a period of 30 to 40 years, with, a 10-year period of grace could

bring an additional debt-servicing relief to the tune of $4 to $6 billion per
annum. . . . ...

Capping and reducing interest rates for commercial debts as well as

consolidating debt-service payments for these debts and their repayment Over

a lpng period of time on concessional terms will further reduce the size of
the external resource gap. . .

Indeed, a package providing for debt-relief measures and substantial

resource inflows will need to be devised, taking into account the peculiarities

of the debt situation and debt-servicing capacities in each group of countries,,

and put into effect. For example, for low-income African countries the resource

gap will have to be met by concessional flows and highly concessional debt-

relief measures. For the middle-income countries the latter measures, in

addition to an increased level of non-concessional borrowing on adequate terms,
seems to be appropriate.
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Estimates of the resource gap can at best provide only a broad order of

the magnitude of the requirements. The estimates are highly sensitive to

assumptions made about and trends of the external economic environment, commodity

prices, movements in the terms of trade, interest and exchange rates and debt-

service payments. Moreover, the outcome of domestic savings efforts and of

other policies designed to influence the macro-policy environment do have a

significant bearing on the outcome of the estimate.

Bearing this in mind, our range of estimated external resource requirement

clearly demonstrates that nothing short of a massive inflow of resources in

addition to a significant alleviation of the crippling and already unmanageable

debt-servicing burden as well as improvement of the external economic environment

in support of. policy reforms and the development effort are required from the

international community if Africa is to break through the vicious circle of

underdevelopment and achieve modest rates of growth in the coming five years-

6- Government priorities within the framework of APPER

From the data made available in the National Profiles (Part of Volume

Two) it is clear that within the framework of the African Priority Programme

for economic recovery agriculture has the top priority among all the sectors

followed by other sectoral measures in support of agriculture, human resources
development and drought and desertification.

In respect of agriculture, for the purpose of analysis, the. four ,broad
investment categories identified by FAO are as follows:

*• Arable land development and laiid improvement

1. Land development;

2. Irrigation;

3. Soil and water conservation;

4. Flood control?

5. Permanent crops establishment;

6. Working capital.

11• Mechanization and equipment

1. Tractors and equipment;

2- Draught animals;

3. Animal equipment;

4. Hand tools.

IXI* Eivestock and animal product development

1. Livestock herd increase;

2. Investment in meat production?

3. Investment in milk production;

4. Housing and equipment for pigs and poultry;
5. Development of grazing land.
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IV. Storage and inar!cet:.imj

. 1. Dry storage?

2. Cold storage for fruit and vegetables;

3. Final marketing facilities;

4- Fruit and vog^t^ble marketing.

Although not all countries have programmes covering all aspects of the

four borad investment cateyories in the agricultural sector listed above, it

is worthwhile bearing in mind these classifications for a better understanding

of the priorities that countries have given to agriculture.

The next sector which is given second priority is other sectoral measures

in support of agriculture and this includes construction and maintenance of

feeder roads, access and service roads, rehabiliation of railways, rehabilitation

of industries providing inputs or investment incentives to agriculture such

as fertilizer manufacturing plants and processing of agricultural outputs,

rural development including rural health and primary health care centres, and

land-use planning,.

Under drought and desertification, afforestation and re-afforestation

development, development of alternative sources of energy in place of wood

fuel, land management and conservation of water resources are identified. The

fourth priority, human resources development, covers, inter alia, improving

management institutions and the performance of the public sector, strengthening

human resources planning and management. The last category also covers manpower

surveys and planning and projects such as development of institutes of public

administration and rranetjcrn.pn-*- anrl m^.Tip.'fTemGnu productivity centres.

It has not been possible in all cases to distinguish clearly between these

four areas for all countries and in some countries land management and re

afforestation have been listed under agriculture, since for these countries

the purpose of re-afforestation is not to check drought and desertification

but to replace forest products which have been depleted.

'-i^ule-j 2, j iud 4 of tne statistical annex show the cost of the AFPER

for 1986-1990 by sector, source of funding, by subregion and country inmillions

of dollars and in perc-r.iag.-:^ respectively.

The total coat of the programme is $115.0 billion of which agriculture

accounts for $54.8 billion {47.9 per cent); other sectoral measures in support

of agriculture $51.7 billion (44.1 per cent),° drought and desertification,

$2.2 billion (1.9 per cent) and human .resources, development ,,$6.4 billionr (5.6

per cent). As far as the total cost of the programme is concerned, it ranges

between $3.2 million for Swaziland and $27.7 billion for Algeria.

In order to understand the pattern of distribution of total investments

required by both public and private sectors for the period 1986-1990 in

agriculture, table 3 shews the percentage distribution of total net investment

in major categories by subregson.
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Table 12. Total net investment in agriculture by major category and by subreption,

1986-1990 (in percentage)

Indian Ocean

islands

East Africa

Southern African

States

Central Africa

Sahel

Non-Sahel

West Africa

North Africa

Total

Source s ECA

Arable land

development

and land

improvement

44.6

28.5

41.6

57.7

33.3

54,1

32.7

39.9

Hechaniza-

and

equipment

5.0

4.4

6,3

1.4

3.4

1.6

7.7

4.1

Livestock

and animal

products

development

39.9

46.5

35.1

23.4

48.1

27.8

39.8

38.1

computer printouts based calculated from

Storage

and

marketing

10.5

20.6

17.0

17.5

15.2

16.5

19,8

17.9

individual

Total

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100*0

country's

investment programmes
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7. Policy Measures in Support of APPER

It became clear to the OAU/ECA Joint Mission that visited all African

countries that in order to achieve the objectives of APPER, a number of

major policy measures are being, undertaken by African Governments while

attention is also being focused on policy reorientation. The most

significant of these are discussed in this section,

a- Incentive policies

African Governments have come to realize that one of the policy measures

that are most needed to improve production performance, particularly in

agriculture, is to provide appropriate incentives to producers, among other

things, by eliminating pricing policies that have tended to discourage

production. Under APPER, many countries have improved production incentives,

and further measures in this direction are to be taken to stimulate

production responses not only to aid recovery but also with the aim of

maintaining the momentum for increased production in the longer term.

The range of incentives given by the various African countries revolves

around the provision of stronger financial incentives for agricultural

producers, including substantial increases in producer prices in the

subsectors of food and export production, and encouragement of private

savings arid investment. Delivery of appropriate packages of services to

farmers and improvements in the efficiency of the economic, social and

administrative infrastructure is to be given high priority. In general,

however, the price-incentive measures are to be supplemented with improved

and generaous inputs, action programmes aimed at reducing the technological

and institutional bottlenecks in the sector, and policies to reduce

significantly the responsibilities of public marketing agencies and encourage

the involvement of the private and co-operative sectors. A few countries

have gone a step further by prohibiting or limiting the importation of

certain agricultural products and staples in order to encourage domestic

production and self-sufficiency.

To restore the growth of industry, which in many countries has been

severely hampered in recent times by capacity underutilization due to

shortages of spare parts and of imported raw materials, countries have

undertaken increased allocations of foreign exchange to the industrial

sector to enable it utilize existing capacity more fully and to carry through

essential rehabilitation. As part of their package of export incentives,

a few countries have introduced a system of automatic retention of foreign

exchange earnings for certain categories of exporters which can be made

utilized for the import of equipment, spare parts and essential inputs

as well as for meeting the exporters1 external financial obligations.

In order to improve and liberalize the overall policy framework within

which the private sector operates, measures such as the easing of the

stringency of price and distributional controls, the minimization of the

ineffectiveness and rigidities of the import licencing system and the

adoption of a more realistic pricing of foreign exchange have been taken.

In some countries, new investment codes are being introduced, while existing
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ones are being revamped to attract foreign investment and to simplify the

regulations ani gnidelir^s governing industrial investment in general.
In a few countries, there is a renewed attempt at increasing private sector
confidence through the introduction of private ' sector representation on
certain policy-making bodies.

b- Public investment policies

Historically, the public sector has been the prime mover of domestic
investment in developing Af-ica, and this sector has played the leading

role in initiating and sustaining the momentum of the modern development
process on the continent. It was inevitable therefore that the sector

would grow into its present leading and dominant position in African

economies. Indeed, the percentage share of fixed capital formation of

public enterprises in Africa is one of the highest among all other non-
socialist regions of the vorld. According to one study, the average

percentage share of capital invested in public enterprises accounted for

32.4 per cent of gross fixed capital formation during 1974-1977 as compared
to only 11.1 per cent and 27 0 per cent for industrial and for all developing
countries respectively dur:.ng the same period. In a number of cases

surveyed, there was clear evidence that public sector investment as

percentage of total investment is increasing, even, in countries with a
traditionally strong private sector.

But the expansion of public investment has been accompanied by some

disquieting features; investments have grown increasingly capital-intensive°,
the rate of capacity utilization has. been low and this has become
particularly acute since the late 1970s owing to chronic shortages of foreign
exchange for imported inputs? and the general level of productivity has

been low, among other things, because of poor 'management, inadequate
maintenance and lack of supporting services. The overall consequence has
been a general decline in the efficiency of capital utilization.

Another explanatior for the vast expansion of public investment is
that in a majority of African countries, development plans have in the
past focused mainly on the public sector. Only in a handful of countries
have efforts been made ho extend development planning to the whole economy.

The medium-term plans formulation in various African countries in conjunction
with APPER have also tended to focus mainly on public investment programmes
whilst policies towards the private sector aim at keeping the restrictions
on its functioning tc the minimum and at actively promoting domestic and
foreign private investment in the productive sectors of the economy.

The overall aim of the new agricultural policy is to accelerate the
drive towards self-.ufficiency and security in local staples and to
rehabilitate and exp; nd the domestic production capacity for agricultural
raw materials and exports where expansion is expected to create the
attitional import capici-y needed to finance growth.

There is a renered emphasis on the development of rural infrastructure
m virtually all th> countries. It is indeed only within this sector and

in support of its - :nce of activiti^ that some countries have conceived
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or contemplated the possibilities of f^^J1^^^ ^ales
in the next five years.

is for the most not to

social, which in recent times had suffered from lack of funds.

c. Resource management
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5
their effective use

mobilized.
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of new tax measures are contemplated also in a few countries. But for

the generality of countries, however, including the least developed among

them, there is a definite limit to taxable capacity imposed by very low

income levels and the scope for further increases in taxes is rather limited-

Many Governments, in the circumstances, are focusing attention on the

improvement and development of appropriate institutional machinery in order

to improve tax collection and to encourage domestic savings. The Governments

of a few countries with relatively developed monetary and financial markets

are also planning to resort to greater public borrowing from the private

sector through the issuing of securities, bonds and certificates at

attractive and remunerative interest rates.

The underdevelopment of banking habits, the scarcity of active financial

institutions and the skewness in the .branch distribution of those already

in existence in favour of the few large cities, constitute one of the main

structural and institutional deficiencies and obstacles which have operated

to limit and inhibit the receipt and channelling of individual savings

for productive investment in African countries. Banking reforms, including

rural banking programmes, have been planned or intensified in most countries

while there is a general move towards the development of a wide range of

financial institutions and a revitalization of the financial intermediation

process. The objective is to make the financial intermediaries more active

and indeed aggressive in domestic resources: mobilization.

Under the set of policies adopted in support of APPER, almost half

of the African Governments are planning to tackle the problem of low interest

rates by adopting a flexible interest rates policy. In a ■'few countries,

interest rates on deposits have been raised in recent times and are to

continue to be increased to positive levels in order to :remove the severe

disincentives to formal savings. .■,■ To generate greater public savings and

budgetary surplus., most Governments have embarked upon measures to restrain

recurrent government spending and subsidies despite the obvious social

and political pressures which they are likely to come under by so doing.

The expenditure restraining measures include reduction in wage bill through

retrenchment of staff, reductions in wages and salary levels and in the

financial privileges enjoyed by public sector employees followed by salary

and. wage freeze. Overseas travels have been drastically curtailed in most

countries while there is planned removal or minimization of government

subsidies on. petroleum, energy and fertlizer in most countries through

the adoption of appropriate pricing policies. It has not been an easy

task. Indeed, to restrain current expenditures at a time when per capita

services were at their lowest ever is indeed a daunting task. That many

countries were in fact able to freeze or reduce wages and salaries, cut

subsidies, rationalize their public sector operations and set ceilings

on public expenditures, speaks of their determination to undertake necessary

economic changes that may carry great political risks. What renders the

social cost of such an adjustment exercise a painful one is the fact that

it has been carried out against a background of lower growth and falling

per capita incomes.

The question of administrative and. managerial reform particularly

in the public sector has inevitably arisen in connection with APPER since

it is the sector that is responsible for managing the programme. The issue
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of low productivity of the public sector is being addressed both in

relationship with the management of public enterprises and of economic

policy in general. Some countries are indeed embarking on basic changes

in the ways in which their economies are managed while, in .others, efforts

have been confined mainly to measures aimed at substantially upgrading

financial management, investment planning and administrative capacity and

the strengthening of key implementation and monitoring agencies and the

public service in general. Almost all countries arc planning to improve

and reform the public enterprise sector such that they cease to be a drain

on the government budget while contributing more towards the development

fund. The measures planned relate to reduction in the size of the public

enterprise sector through divestiture and/or restructuring, privatization,

joint ventures with the private sector, and improvement in the operational

efficiency and financial health of enterprises remaining < in the public

sector through fiscal monetary and managerial reforms.

In the usg of resources, emphasis has continued to be placed on the

directly productive sectors in many countries. The priority in government

spending is thus to ensure bettor capacity utilization in industry and

enlargement of the productive capacity of the economy.

d. Adjustment measures and policy reforms '

Over the last 10 years or so, a large number of African countries

have taken ma jor steps and undertaken far-reaching reforms, mostly with

IMP and World Bank support, to deal with their fast deteriorating economic

situation and to create conditions necessary for resuming normal growth.

The range of domestic reform measures has, in many casesf been quite far-

reaching, involving exchange rate adjustment, fiscal and monetary measures,

structural changes - ranging from improving management levels to

rehabilitating or supporting the productive base particularly in agriculture

- and institutional reforms involving the role of public enterprises, the

private sector, the distribution channels and tax reforms.

Exchange rate devaluation has been used in 20 developing African

countries, in the last few years. Indeed some of these , countries have

devalued several times. Another stabilization policy instrument employed

by African countries is demand management engineered through budgetary

reforms. Almost all countries have a component of v.-their adjustment

programmes relating to specific targets on growth of expenditure and revenue

and related, measures. Among the widely employed measures to contain

expenditure was restraint or reduction in wages and salaries for civil

servants, salary and employment freeze. Measures to increase revenue

included increases in excise and custom duties on a wide range of products,

taxes on travels and mineral exports. ■

Many countries had to seek debt-relief arrangements with their major

creditors in order to be able to pursue their adjustment efforts. What

made things worse and limited the flexibility of many countries in designing

their, own adjustment programmes was the insistence by many,, commercial and

even bilateral sources on an IMF package as a precondition to a debt
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rescheduling agreement. Nonetheless, debt relief arrangements so far have

provided only temporary relief for the countries concerned, usually at

the cost of having to face a bigger'.debt problem within a few years.--- ■:

In spite of the adjustment programmes put up in place in,many countries,

there has been no reduction in the number of African countries experiencing,

either negative growth or a fall in per capita income. The few exceptions

are countries such as Ghana were, as a result, living standards have now

begun to show significant improvements. Although reduction of the inflation

rate has been one of the main objectives of the stabilization programmes

of African countries, only a few have been able to lower the rate

appreciably. As for the balance of payments, exports have failed to grow

in most African countries due to both price and volume factors while many

countries have had no option but to cut down their imports drastically

thereby adversely affecting new investment and the supply of important
inputs.

The overall conclusion is that the adjustment packages so far adopted

by African countries have not been particularly successful in realizing

their overall objectives of restoring internal and external equilibrium

and effecting a resumption of steady growth.

The unsatisfactory overall outcome of the adjustment programmes can

be traced to a number of factors. Firstly, and most importantly, the

adjustment programmes may not have been well adapted to the task at hand.

Secondly, the programmes have not been long enough to address the critical

problem of structural transformation and low productivity.

While most of the fund credit arrangements have been for less than

two years, African problems are mainly structural in nature, requiring

adjustment programmes of a structural nature with longer time horizons

for implementation to bear fruits. Thirdly, the demand management measures

seem to have affected investment programmes seriously in many countries.

Inflation, for example, is not strictly a demand-related phenomenon in

African countries, determined only by excessive domestic credit expansion.

Structural rigidities, particularly in agriculture and distribution systems

and imported inflation affecting the domestic cost structure are also major

factors in domestic price increases. Fourthly, the international environment

has not been particularly favourable for the adjustment process of primary

producers in general and African ones in particular. The recessionary

conditions in the developed countrias have let to lowered demand and falling

prices for African products with far-reaching consequences for foreign

exchange earnings and government revenues. Fifthly, external assistance

which was hoped for in order to bridge the exchange gap has eitheir not

been forthcoming in the right amounts, terms and time, or is linked to

undertaking domestic measures which many countries find socially
unacceptable.

The policy packages contained in APPER, as already outlined, include

measures for enhancing the productive capacity of the economy by focusing

on agriculture and other sectors in support of agriculture. This is an

essential condition for success since agriculture is still the mainstay
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of the African economies. The full implementation on APPER will no doubt

improve on the results already obtained from the adjustment measures and

policy reforms so far pursued in African countries since APPER, more than

ever before, has succeeded focusing on incentives for production, savings,

investment as well as sectoral policies geared to increased productivity.




