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EXECUTIVE SUMMARY

a background

In the area of long-term development perspectives, the EGA
has so far prepared two regional perspective studies. The first
long-term perspective study "ECA and Africa's Development: a
preliminary perspective study 1983-2008" was prepared to
commemorate the ECA Silver Jubilee and to contemplate on the
development path of Africa in ECA Golden Jubilee in the year
2008. The ECA Conference of Ministers recognizing the importance
of development perspective has called upon ECA in its resolution
470 (XVIII) to provide technical assistance to governments for the
preparation of perspective studies of national economies as well
as to update the regional perspective study every five years to
serve as a tool for assessing the degree and accelerating the
rate of implementation of the Lagos Plan of Action in the African
region. With this mandate, the study was revised in 1988 under
the title "Bevond Recovery: ECA- revised perspectives—fox
Africa's Development 1988-2008" and was presented to the
Fourteenth meeting of the ECA Conference of Ministers,
Consequently, the study has now been revised for the period 1993-
2008 to investigate the likely achievement of the basic
development objectives of the regionally agreed development
strategies under the persistent and continued deterioration of
the domestic socio-economic structures and the fast changing
international global environment as the continent emerges into

the 21st Century.

lessons of experience

Indeed, the knowledge of how the past had evolved will serve

as a useful guide in determining the shape of the future course

of development. First, experience has shown during the last

three decades that the overall growth of the African region was
constrained, inter-alia. by the contraction of intra-African
trade which inhibited rapid expansion of markets. In spite of the
adoption of the Final Act of Lagos and the strengthening of
subregional organizations dealing with economic cooperation,
trade among African countries still remained low in volume and
magnitude. Empirical evidence has shown unless countries make
efforts to increase the trade possibilities within the
subregions, no genuine breakthrough can be achieved in the very

foreseeable future.

Secondly, the failure of the region to attain most of the
objectives of the regionally agreed development strategies, after
a decade of their inception, relates to the fact that certain
development objectives such as self-sufficiency in food,
combating environmental degradation and effective utilization and
processing of the natural resource base for common development
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cannot be effectively met within the confines of small markets
characterized by capital and labour rigidities.

Thirdly, in spite of the conclusion of the Uruguay Round on
trade liberalization, the international situation is not likely
to be supportive to Africa due to the growing trade wars, fierce
competition and intense protectionism in commodity and technology
markets resulting from the emergence of regionalized bloc
economies such as the European Union and North America Free Trade
Area, Africa's major trading partners. Under the circumstances,
the resource shortages of the 1980's is expected to turn into a
critical resource crunch given the state of flux characterizing
financial markets and the inability of developed countries to
coordinate their fiscal and monetary policies. Assumption of
intensification of such a situation will no doubt leave Africa
in a chronically marginalized position in the international
division of labour and, thus, at the prephery of distribution of

world wealth.

The irony of it all is that the situation remained bleak
even by the mid 1990's notwithstanding the implementation of the
United Nations New Agenda for the Development of Africa (UN-
NADAF). Resourse transfers including official development
assistance (ODA) declined while Africa's already unsustainable
debt servicing difficulties increased even further. In addition,
the inadequate capacity of the African technology to effectively
process the raw material and primary products would prolong the
transformation process and compromize Africa • s competitive stance
at a time when the technological advances in the development of
synthetics and substitutes are intensifying and fast progressing.

In analysing these vis-a-vis the likely developments in the
international scene, one is immediately tempted to argue that the
need for fostering economic development in the region should grow

out of the need to collectively overcome the development impasse
facing the region as a whole. While the fragility in terms of
physical limitations and structural deficiencies makes the case

for increased co-operation and the eventual integration a
peculiar and special one, conversely the variations and diversity
of resources continent-wide constitute a strong justification as
it provides the required complementary base for the full and
speedy utilization of the resources on a region wide scale. Here,
the gains are two-dimensional: on the one hand, it will
accelerate development faster and, on the other, it will lessen
Africa's structural dependence on external factors that mitigate
growth. Thus is the imperative of economic integration in the
long-term perspectives of the African region.

new grounds for optimism

The study has also underscored the need for optimisim with
a number of new initiatives that are supposed to bring about a
promising grounds for Africa's future development. In 1991, the
General Assembly further launched the United Nations New Agenda
for the Development of Africa in the 1990's. The Agenda were to
renew committments of both international and national governments
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to support the region•s efforts to achieve self-sustaining

development towards the 21st Centuary. It was particularly noted
that " the international community to support and assist Africa
in its efforts to implement successfully its development agenda
and to reduce , if not entirely eliminate, external impediments
and obstacles to Africa■s accelerated socio-economic

transformation.!/" It has visualized the firm possibilities
of a global coalition for Africa's development in favourable
terms of finance, access to markets and easing of the debt burden
to release resources for sustained development in a context of
a viable and constructive collective bargaining stance. Moreover,

the UN System-Wide Special Initiative on Africa came to reinforce
UN-NADAFZ/. The Initiative is expected to give a new inpetus
for Africa's development in a concerted international effort for
resource moblization. The initiative has underscored a number of
areas for the resolution of chronical development areas such as
enhancing food security, poverty reduction, harnessing
information technology for devlopment, trade access and
opportunities, and assuring sustainable debt relief. It is on the
basis of such committments that the development scenario of the
study has portrayed the opportunities open to Africa from an
emerging conducive external environment for Africa's development.

Besides, new developments in international relations such
as Post-Uruguagy Round have manifested itself in new challenges
for Africa's future development. The weakening position of Africa
in the face of such growing globalization of economic and trading
relations would make the pursuit of integration fundamental to
increasing competitiveness and the ability of the continent to
penetrate international markets. It is much hoped, then, that the
treaty establishing the African Economic Community adopted by the
Heads of State and Government of Member States of the
Organization of African Unity in Abuja Nigeria ,in June 1991,
will go a great length in alleviating the region's economic
difficulties. The integration process which is now underway will
develop progressively from arrangements among the subregional
groupings already established to gradually converge into a
process of integration of the entire continent.

objectives ofthe study

As economic integration of the African economies is at
the core of the areas of focus for Africa as a whole in the 1990s
and beyond, the updated study had eventually followed a
subregional approach in the analysis of the development prospects
of critical areas with a view to devising and assessing

I/The United Nations New Agenda for the Development of Africa in the 1990's, United

Nations General Assembly 1991.

2/UN System-Wide Special Initiative on Africa launched 15 March 1995.
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alternative ways of accelerating the implemention of the Lagos

Plan of Action, the Final Act of Lagos, the Abuja Treaty, the
United Nations New Agenda for Africa's Development, and other
regional development strategies in the context of collective
self-reliance!/. With this objective, the study specifically
aimed at contributing to the promotion of subregional cooperation
in the fields of production, trade, money and finanace through
harmonization and coordination of strategies and policies and
through adopting appropriate measures of analysis of constraints
and potentialities and industrial location modelling of the
subregional comparative advantages and complementarities with the
view to enhancing the level of intra- African trade and economic
integration!/. Special consideration was therefore given to the
vigorous investigations of the ways and means of how bloc of
countries can make simultaneous efforts towards diversification
of the production base and trading outlets that maximize their
gains and benefits within well coordinated markets.

Under the arching theme of an integrated African market, the
study has systematically addressed the following objectives:

(a) raising the level of standard of living of the
population by doubling the per capita income in a

generation;

(b) achieving a transformation rate of 6 per cent per
annum by closing the technological gap within a

generation;

(c) closing the social gap between Africa and other
developing regions within a decade in terms of

improvement in life expectancy and poverty

alleviation in the context of growth with

equity;

It should be noted, however, that the succssful achievement

of these development objectives is predicated on the assumption
that the African region as a whole would be able to make a
genuine breakthrough in consolidating the integration process as

2/The aim of this should not be seen as formulating a new
development strategy for Africa, but rather to sharpen the
analytical tools for assessing the progress made and the
measures needed for accelerating the implementation of the FAL

strategy and the Abuja Treaty which are already on ground.

I/Efforts to map the collective endeavour towards integration
has been one of the main preoccupation of the ECA and the
other African institutions. Besides building the cooperative
institutional framework, ECA has also undertaken a number of
studies to shape the modalities of the African Common Market,
notably among them, is the study on sectoral planning at
subregional cooperative arrangements in the fields of
agriculture, industry, trade and transport; coordination and
harmonization of national development plans and investment
programmes at the subregional level; and, reorientation of the

African production base.



a result of which intra-African trade would account for at least
one third of Africa's total volume of trade.

the methodologicalframe

The nature of the objective function generally dictates
the type of the methodological framework and the structure of the
perspective model. Indeed, for the purpose of examining the
degree of collective self-reliance the region could attain given

the content and quality of its natural resource base and other
behaviourial, institutional and economic constraints, the
analysis was specifically undertaken in a subregional context to
assess the potentialities and complementarities that exist for

a speedy socio-economic transformation of the continent.

The analysis has combined both the micro- and macro

approaches in qualitative and quantitative terms using a
combination of econometric approaches and other simple socio-
economic, behaviourial and technical relationships for scenario
building. In addition, some indicated and planned changes in

African consumption and investment patterns have been simulated
to reflect on the long-term impact of the various economic
relationships such as those between income and consumption,

saving and investment;etc.

The present study has thus recognized the importance of
economic cooperation in the region and advocated the necessity
of achieving at least 30 per cent of Africa's total trade to be
facilitated within the region. It has first addressed the issue

of aligning production structures with the African real needs and
demands. It evaluates how much the region as a whole should cater
to be self-reliant in its basic food requirements, industrial and
development inputs. Detailed demand-supply analyses, using growth
elasticity approach, was therefore made to investigate the level
of self-sufficiency in key variables detrimental to Africa's
future development such as cereals, tubers, pulses, meat,
fertilizers, iron and steal, cement, Pharmaceuticals, consumer

goods, tractors, automobile, animal traction, etc. The purpose
of such analysis is to assess the self-sufficiency ratios and
hence to evaluate the degree of dependence on foreign supply with
the view of putting the ratios of intra-African trade to total
trade volume on an increasing trend within 15 years by augmenting
the dependency ratios in such a way as to cater for what can be
covered within the African region itself and what could be
obtained as necessary imports from the rest of the world; and its
implication on future development and growth.

majorfindings

The study has featured the development path for Africa under
two scenarios: a historical trend scenario which depicts the
likely path of development if the status quo continues without
conscious change, and a "willed" future scenario to show the
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development hights open to Africa if African countries faithfully
implement the development objectives enshrined in the regionally
agreed development strategies including UN-NADAF and Abu^a

Treaty.

implications of the baseline scenario

Under the historical trend scenario, the study has examined
the long-term implications under the assumption of a failure to
achieve the short- and the medium-term objectives including the
inability to strengthen the institutional mechanisms for the
proper integration of the continent. The picture that emerges by
2008 pointed to a decidedly unsustainable situation and in many
respects similar if not worse than the one that had prevailed

during the 1980's.

Africa would have to depend more on food imports and food
aid. With the self-sufficiency ratio for cereal projected at
66.1 per cent, compared to 88.2 in 1993, African dependency on
food from the outside world would have intensified to unwitnessed
levels. Cereal deficit would increase drastically from 12.5
million tons in the mid 1990's to 56 million by 2008. As a result
net imports of cereals would increase at an annual average rate
of 10.5 per cent over the period 1993-2008; costing a total of

$11.7 billion . The implications are a widening food gap and a
glaring misery for the majority of the African population and
hunger and famine would be the norm to the rest of this decade

and beyond.

The energy situation would worsen further as the region
would continue to face major difficulties in meeting the
potential demand especially for crude oil, which would eventually
imply chronic long-term balance of payments difficulties for oil
importing countries. The projections show that the African
region, if present trends continue without drastic industrial
structural change, would remain unindustrialized even by the year

2008. According to the projections, the African region would
still have to import over 98 per cent of its tractor
requirements, 60 per cent of its fertilizers needs, and 59 per

cent of iron and steel requirements.

Similarly, trade projections pointed to a dismal balance

with the rest of the world. The structure of external trade will
not change drastically. Still the 12 leading export commodities
would continue to command over 90 percent of the total exports

in 2008; implying a weak capacity for export diversification. As
a result, external resources would dwindle over time with the
continuous fall in world demand, conservation measures and

development of the technology of synthetics. The African region
would then continue to critically depend on other regions
products for most of its strategic commodities. Under the

circumstances it is estimated that the trade gap is likely to
reach 30 per cent of GDP with the unescapable conclusion that the

regional growth would still continue to rely mainly on external
This, of course, would have its disastrous implications



Third, the perspectives are predicated on a number of basic
premises notable among them: (a) the need to develop intra-
African trade as an indispensible instrument in the facilitation

and enhancement of collective self-reliance. It is, therefore,
imperative that intra-African trade should expand both in scope
and quantity to cover at least 30 per cent of the goods and
services to be traded within the region. This is conditional on
the development of the institutional mechanism for the
consolidation of the integration process involving the setting
up of subregional and regional structures and institutions to
promote cooperation as an immediate process for the full
realization of the proper socio-cultural economic integration of
the African continent; and, (b) the need to achieve a
tranformation rate of 6 per cent within the confines of an
integrated African market that provides the opportunities of

economies of scale 2/.

Fourth, the study, in evaluating the possible gains arising
from integration, analysed the trading patterns of African
countries with each other and with major trading blocs to give
insights of the level of the horizontal trade between African
countries and how they should utilize their own resources for
their own development rather than for foriegn markets and
rationalize their consumption patterns, as well as studying
empirically the transmittion of economic influences from the rest
of the world; thus, providing a useful model-based policy
analysis framework for mapping the prospects of integration in
the overall development context of the African region.

Fifth, the study was based on a conceptual framework that
visualizes the social situation as the end of development and the
economic results as the degree of efforts to improve the
situation. To that end, the study has dramatized the need for
closing the social gap between Africa and other developing
regions within a decade through improvements in life expectancy
and alleviation of poverty in the context of growth with equity.

The study is made in two parts. Part One deals with the
sectoral perspectives analysing the potentialities and
constraints for attaining acceptable levels of self-sufficiency
in basic and key variables detrimental to the future growth of

unemployment problem facing the large majority i.e. higher-growth scenario predicated on investment and
productivity patterns. For the USA, it is a high-growth scenario based on increases in labour productivity

to effect simultaneous gradual restoration of the balance of foreign trade and international payments. For

the rest of the world the scenarios invariably are set on the conditions required to restore a fevouiable
international economic environment with a view to achieving a more balanced international payment

situation.

2/The study took due note of the requirement of the tranformation process whose concept

differ from one country to another. In some, the core of the transformation process is
mineral or/and industry based, while in others it is agriculture and related activities.



Africa under a historical and a normative scenario. In addition,
some indicated and planned changes in African consumption and
investment patterns have been simulated to reflect on the long-
term impact of the various economic relationships such as those
between income and consumption, saving and investment;etc. Part
Two deals with the actions required for attaining the desired
future of the normative scenario. It stipulates the degree of
efforts needed to reverse the declining trends in Africa's
present developmenrt structures by putting in place appropriate
policy measures and devlopment approaches consistent with the
dmands of a "willed" future as well as the actions required by
all parties concerned for sharing the responsibilties of an

African future.



FART ONE

A FRAMEWORK OF AN AFRICAN SOCIO-ECONOMIC

TRANSFORMATION PATH



SECTION I: HISTORICAL BACKGROUND

A. THE POLITICAL ECONOMY OF AFRICAN DEVELOPMENT

The performance of African economies over the last three
decades indicates a mixed record. During the decade of the
sixties and until the first oil price shock of the early 1970s,
performance was generally high with real Gross Domestic Product
outstripping population growth and rising per capita income.
Following the first oil price shock and the subsequent
instability in the global money and capital markets as well as
the preciptious decline in the terms of trade, Africa's economic
growth decelerated considerably, thereafter locating the economy

on declining trajectory.

Table I.I : Africa's Economic Performance 1965-94

Indicators

Population growth rate

GDP growth rate

Growth rate of per capita income

Growth rate of agricultural output

Growth rate of per capita agricultural output

Growth rate of manufacturing output

Growth rate of exports

Growth rate of imports

Investment to GDP ratio

Savings to GDP ratio

Resource gap/GDP

Fiscal balance/GDP

Rate of inflation

1960-70

2.6

5.7

3.1

3.0

0.4

9.4

6.5

5.1

18.5

17.2

-1.3

-2.1

6.2

1970-80

2.8

4.6

1.8

1.1

-1.7

7.2

13.8

18.5

19.4

16.2

-3.2

-4.9

14.6

1980-90

3.0

2.0

-1.0

2.2

-0.6

2.2

1.5

1.8

15.1

10.2

-4.9

-9.2

23.4

1990-93

3.1

1.6

-15.4

0.7

-2.4

1.5

5.9

5.2

14.8

10.4

-4.4

-5.9

25.1

Source: UNCTAD, IMF, World Bank, and ECA Data Bases.

The perpetual decline in economic performance has had telling effects on the standard

of living of the people with detrimental consequences on social tranquillity and political

stability. Over the years, the capacity of the African economies to create jobs has not
matched the growth of the labour force. Although there is no accurate data on measuring
unemployment, figures as high as 30 per cent are quoted abundantly. Because of the the

neglect of the rural economy and society, the rate of urbanization far exceeded the economic

and social infrastructures.



The present economic and social dislocations are thus the results of the workings of

both domestic and external factors. For an economy that is highly foreign exchange

dependant as that of Africa, declining terms of trade, the reduction in real ODA and other

capital inflows, the high interest rate and the debt overhung are the factors that have had a

crippling impact on the import capacity of many countries.

On the domestic front, the resource endowment of Africa has, on the whole, been

generous but were sadly underutilized. The main cause was the weak application of correct
economic policies and intensive implementation of the wrong and inappropriate modalities.

The following sub-sections will indicate, a brief survey of the political economy

modalities that were responsible for the retrogression of the social and economic conditions.

Since the region pursued different policy paradigms during the last three decades, the

presentation is arranged accordingly. The section concludes by suggesting possible

approaches for the resuscitation of the economy and rehabilitation of the affected social

sectors.

The first generation of development strateev

If the decade of the 1960s are to be celebrated as the years of independence, it should

also be recognized as the period when the first generation of African leaders laid the

groundwork for economic emancipation. The production structure, as well as the trade and

distribution infrastructure of the colonial years, were designed and operated to serve the

interests of the colonial mothers. The development of self-reliant and dynamic economy

required ingenuity and far sighted planning and implementation. However these desires and

designs seldom pursued the right course.

To disengage the economy from the strong colonial links, the first generation of

leaders adopted the import substitution strategy and embarked on the process of

industrialization and infrastructure! development. Industries for the processing of local

products and particularly the substitution of light consumer goods by domestically produced

goods were eagerly pursued.

Although important strides were made in the social and economic re-engineering, the

decade of the 1960s remained a period of extreme harmonization and further integration with
the former colonial metropoles. The only tangible shift from the pre-independence years was

the change of status of African countries from colonies to trade partners. The dependence

on external economies both as a source of investable resources and capital, technical and

managerial know-how as well as destination for African exports grew in intensity and

remained undiversified from the structure inherited at independence by the majority of

African countries.

As evidenced by the figures in table I.I, the African region posted a respectable rate

of growth accompanied by macroeconomic stability. Externally, the resource gap was 1.3

per cent of GDP while domestically the fiscal deficit was only 2.1 per cent. The rate of

inflation averaged 6 per cent and the rate of growth in agriculture was 2.8 per cent. Exports

were increasing at a rate faster than imports. GDP growth was more than double the rate

of population increase resulting in an annual per capita increase of more than three per cent.
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Had this rate of per capita income been maintained, it would have doubled every twenty

years.

This impressive performance was driven by the manufacturing sector which posted

an annual average growth rate of almost 10 per cent. This is not surprising given the priority
and preference accorded to it and the fact that it started from a low base. Practically, all
investment was directed to either its expansion or activities that were to facilitate and enhance

its growth. Accordingly, transport and communications, power generation and the like
absorbed as much investable resources as the setting up of manufacturing industries.

Despite these laudable accomplishments, the focus and structure of economic activities
laid the ground work for the fundamental dislocation and disorientation that was to have

disastrous consequences in the succeeding years. First and foremost was the inordinate
dependence on manufacturing industries. Whatever success was realized, this happened at
the cost of the other sectors, particularly and most fundamentally the agricultural sector.

Agriculture, although the mainstay of the economy and supporting and providing the
livelihood of the greater majority of the population in terms of income and employment was

not only neglected but also plundered to provide resources for the expansion of the

manufacturing sector.

The mismanagement of the agricultural sector had important repercussions and telling

consequences on the totality of the economy and the welfare of the people. The most

important of the negative aftermath of the pillage of agriculture was the growing
impoverishment of the rural population because of declining productivity and production.
In turn, this imposed a binding constraint on the development of the manufacturing industries
by limiting the market size for its output and denying it of the resources (capital) that could

have financed its orderly expansion.

The emphasis on the manufacturing industries was articulated without the necessary

and essential linkage with the domestic economy. As a result, they remained an enclave

within the domestic economy and were excessively dependent on external markets. Given the

non-existence or very nascent domestic capital goods sector, initiatives at the expansion of
the manufacturing industries set in motion a process of increased and deepening dependence.

While the importation of capital goods pioneered the process of dependency, it was further

nurtured and aggravated by the need for spare parts and raw materials.

The second generation of development strategy

The development strategy pursued during the decade of the 1970s was the

continuation of intensive industrialization. The major departure was in the source of
financing. With respect to agriculture based economies, export earning declined
precipitously as a result of falling world prices and declining volume growth. The exception
to the trend was in 1976/77 when export earnings increased due to high prices, particularly
those of beverages. The non-oil mineral exporters did not fare any better. The oil exporting

African countries were in a better position due to the increased oil prices.

A conspicuous feature of the African development of this period was the excessive

dependence on external credit. Indeed this period is dubbed aptly as the debt-led growth



decade. Failing to generate sufficient resources on their own, or with the expectations of

high export revenue by oil exporters, all African countries financed their growth through

external credit. External debt of African countries increased from less than US$8 billion (or

20 per cent of GDP) to US$62 billion (27 per cent of GDP) in 1980. Concomitantly, the

debt service ratio increased from 9 per cent to 13 per cent.

Despite the heavy investment, economic growth decelerated to 4.6 per cent per annum

from a high of 5.6 per cent of the 1960s, on account of declining agricultural growth which

averaged a mere one per cent growth rate for the entire decade ( as indicated in table I.I).

Attempts at Enfineerine Recovery

At the beginning of the decade of the 1980s, the African economies were on the

trajectory of unsustainable development. Domestically the fiscal balance was growing and
inflation became rampant. Externally the debt overhung and associated debt servicing were

becoming an uncompromising burden. A new approach to salvage and resuscitate the

economy become imperative.

By international censuses and the support of the Bretton Woods Institutions, African

countries started adopting the Structural Adjustment Programme (SAP). While the number

of countries coming on board were initially slow, at the end of the decade practically all the

countries were adopting SAP.

The SAP strategy incorporated wide vision starting with stabilization by suppressing

excess demand and structural transformation through institutional reform and incentive

restructuring. The centerpiece of the programme sought to instill growth oriented markets

friendly private sector-driven economic agenda. Consequently, the financial sector was

liberalized, the fiscal stance pruned, the currencies devaluated, elimination and tariffication

of non-tariff barriers and reduction of tariff. The role of the state was visibly curtailed

through reduced expenditure and privatization.

By and large, although these measures were implemented across the region but the

pay-off in terms of growth with domestic stability and sustainable external balance has yet

to emerge. While there is consensus about the less than satisfactory results of SAP, there is

wide disagreements in explaining its failure, and in drawing lessons from the SAP experience

and feeding them into the emerging policy paradigm. The Bretton Woods institutions locate

the causes of the unsatisfactory results on the insufficient application of the policy by

countries while critics question its appropriateness.

B. BACKGROUND TO A FUTURE

The knowledge of how the past had evolved will help in the
development of strategies for shaping of the future course of
development. During the last two decades African countries have
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country level. It is imperative, therefore, that African
countries need to develop and implement policies that are based
on their resource endowments and capacities and think in terms
of collective rather than singular development options.

That collective rather than singular endeavour is the right
path to a more spirited socio-economic transformation has already

been advocated by African leaders in their various forums. To

this end they have committed themselves to creating and
establishing subregional economic groupings which are to

culminate in the African Common Market.

The vehicle through which the region wide economic
integration is to be realized is the Abuja Treaty which is
already ratified and is in force. This Treaty provides for the
gradual and phased integration of African economies over a period
of three decades. The subregional economic communities such as

ECOWAS, COMESA, SADEC, ECCAS, etc. would create the basis for the
economic integration of the region. This holistical approach, it
is envisaged and hoped that it would create a conducive
environment for the resuscitation and further strengthening of

the African economies.
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SECTION H. SECTORAL PERSPECTIVES

This part analyzes the options and prospects open to the African region to faithfully

implement the objectives and development principles of the regionally agreed development
strategies. It will thus specifically analyse the prospects of the various economic sectors in
order to find out the degree of success or otherwise achieved in implementing them. At the
same time the analyses would serve to provide useful guidelines for the accelerated
implementation of the Lagos Plan of Action, Final Act of Lagos, the Abuja Treaty, and the
United Nations New Agenda for the Development of Africa within the parameters of an

internally self-propelling and self-sustaining development.

It is well known that the very essence of development rests primarily on the

perceptions of an African quest to mastering the natural resource base and increasing its
productive potential for future sustainability. It cannot be overemphasized, therefore, that

sustaining development depends basically on the proper and healthy interaction of three

factors, namely, population, resources and environment; with a strong support of an enabling
factor in the form of transport to facilitate the mobility of factors of production and resources
in primary and processed forms and a sustaining factor in the form of technology
development that deepens and sustains development with a view to effecting lasting structural

change. To that direction, emphasis on structural improvements in supply capacity are

obviously the most relevant factors in spearheading healthy growth in the long-run.

The future perspectives of the economic sectors are analysed in terms of their

capacities to contribute to the achievement of a resonable degree of self-sufficiency. The

analysis of the long-term behavioural, technical and economic relationships are based on the

following assumptions: (a) attainment of individual and collective self-reliance through self-
sufficiency in basic critical development variables; (b) the reduction of dependence on

external factors; (c) achieving greater control over natural resources for the internalization

of the development process; (d) achieving increased complementarity with neighbouring

countries.

Furthermore, a macro economic framework arising from the interdependence of the

various variables in the economic system is analysed to trace the long-term impact of the
economic relationships such as those between income and consumption, savings and

investment,etc. Finally, the qualitative aspect of the new future in terms of its implication
on poverty alleviation and social progress are analysed as a measure of the quality of the new

African society.

A. The Perspectives of Food

The food crisis has been one of the most critical area in Africa's development during

the last two decades. The problem stems basically from the neglect of the agricultural sector

as a whole and in particular the failure to modernize the food subsector to levels

commensurate with the demand and needs of the African population. Given the high rate of
population growth, there is an obvious limit to growth in per capita production as pressure
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on agricultural resources intensify. Furthermore, recent uncertainties in the weather and the

serious and deteriorating ecological and environmental conditions, have generated wide
concern as to future food production and Africa's ability to feed itself.

The concern is not without foundation. Africa of all the subregions of the world
suffered from suppressed demand for food judging by world average per capita cereal
consumption. According to FAO, per capita food cereals supplies for direct human
consumption for all developing countries is estimated to be around 170 kg/year, Africa had
only 114 kg/year compared to 213 for the Near East, 201 East Asia, 158 for South Asia, 129
for Latin America and the Carribean; and, 146 for developed countries.^/ Clearly Africa
is far below the average for developing countries in terms of direct human consumption of
cereals. Given this situation, it is imperative that Africa must increase its food production
to achieve, at the minimum, the average cereal consumption of the developing regions.

Food prospects are analysed taking into account (a) balance of food produced and

consumed for the main commodity groups which presently constitute the African diet namely,

cereals, root and tubers, pulses, and animal meat (b) the implications of food insecurity and
incidence of under nutrition; and, (c) the subregional and regional dimension of food
production exchange and the potential for increased cooperation in order to reduce

dependence on foreign supply.

(a) The food gap model

The food prospects are modelled through supply-demand-trade analysis. Production

is determined from the area, a proxy for capital necessary for land reclamation, and labour

force. Prices and exogenous inputs are not used simply because their influence cannot be
significantly determined in a long-term span. Secondly,while weather variations is a key

factor affecting supply availability, it is assumed that weather patterns deviation from the

normal, will offset each other in the sense that exceptionally good production years will
accumulate sufficient stocks to maintain consumption in bad years. In this sense drastic

changes in climatical conditions are not explicitly assumed but their effects are invariably

captured in the yearly variations of rainfed areas as cultivation moves into marginal lands.

Thirdly, while the judicious balance of the allocation of land between food crops and cash
crops is a major factor in determining food production, it is assumed that government

policies tend to govern foreign and domestic demand competition only after basic human

needs are met.

On the basis of these assumptions a production function was constructed for cereals

using area potential and the labour force.4/ Various functions have been tried to determine

H FAO - Agriculture: Towards 2010 C 93/24 November 1993.

4/ A non-linear production function relating output Q to quantity of labour L and capital

K of the form Q= ALTC* was applied to the group of cereals. A Cobb-Douglas

production function of constant returns to scale where the exponent of L and K sums up

to unity, was not used simply because in a long-term span factors of production assume a

changing rate of substitution between labour and capital in an increasing/decreasing
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the best fit out of different combinations of labour and capital. First a production function
was constructed to examine the effects of individual inputs on the level of outputs. It was
found that labour alone has very little effect on cereal production.^/ The coefficient of
determination was as low as 5 per cent while that of area was 25 per cent. With area, the
coefficent was found to be positive at 5 per cent significance level indicating the strong
relationship between area and cereal production. This relationship has improved tremendously
when the total effects of both labour and capital was simultaneously considered. Labour
coefficient was negative implying that output increases with release of more labour while the
positive coefficient of area signifies considerable increases in output determination. These
findings confirm the fact that grains are traditional staple crops grown mostly in rainfed areas
with less modern fanning techniques and high reliance on family labour in predominantly

extended family societies^/.

Demand analysis is based on the growth elasticity approach which takes explicit
account of changes in per capita consumption, income and population growth.7/ The
projections were made taking into account the structural shifts in the food consumption
patterns due to changes in income and urbanization rateg/. Past experience has suggested
that the proportionate change of cereal consumption with respect to a proportionate change
in income was rising faster between 1980 and 1993. The elasticity of per caput food supplies
for direct human consumption with respect to growth in per capita income was 0.16 in 1980

compared to .264 in 1993.

Demand for food consumption for Africa was projected taking into account the limits
to the possible contribution of the four types of food namely cereals, roots and tubers, pulses,
and animal meat in the constitution of the African diet. While the per caput food supplies

returns to scale function. Moreover, past experience has suggested that elasticity of labour
is generally higher than that of area and vice-versa with some countries and subregions.

£/ Most of the subregional production functions show similar trends, except with Central
Africa which was conveniently modelled via the area potential only as the subregion

mostly relies on starchy food in preference to cereals.

6/ According to ILO about roughly two-thirds of Africa's labour force is either
unemployed or under-employed. A speech at ECOSOC on UN-New Agenda for African

Development, July 1995.

7/ For this purpose a consumption function relating consumption C to income Y of the
form C=a+fiY, where 6 is the marginal propensity to consume, is applied. The
elasiticity of per caput consumption with respect to per capita disposable income is used
to determine the growth in per capita consumption at any given level of income and

population growth.

£/ According to UNFPA estimates that with the current urban growth rates of 6 per cent

per annum more than half of Africa's population by 2025 will live in cities which will
dramatically constrains food supply/production. African Recovery, United Nations, Vol. 9

No.2 August 1995.
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for direct human consumption for Africa was only 2098 calories/day, it was 3010 and 3404
calories/day for the Near East and developed countries. For a normative setting of an African
diet one would have at least aimed at reaching the level of 2474 calories/day the average for
all developing countries respectively. This however can only be attained by simultaneous
increases in production and consumption of more nutritionous types of food.2/ while this
can not be explicitly captured in the projections, an assumption was made that increases in

income towards the terminal period would generate some shifts in tastes implying that the
consumption function, would implicitly capture the possible substitution among the various

commodity groups as income rises for better nutritional levels.

Two sets of projections are generated using different income, population and weather
assumptions The first scenario assumes prevalence of bad weather conditions which is
likely to lower the average yields by 10-15 percentage points, high population growth and
low level of incomes. The second scenario, which defines an optimistic upper bound,
assumes lower population growth and higher per capita growth of about 2.8 per cent and 3.1
per cent respectively under the assumption that Africa has the capacity, both physical and
economic to produce enough food to meet substantial increases in demand through 2008;
implying that the region as a whole would attain a fair degree of self-sufficiency in food in
the most nutritionally optimum food commodity mix. However, it may not always be
practical to ensure food self-sufficiency at the national level and as a consequence, collective
self-reliance should be recognized as a more meaningful agricultural development strategy.

To that extent, the analysis was made on a subregional basis taking into account the need to

improve the African diet.

The projections have been made taking into account the subregional differentiation in
demand to reflect the peculiarity of consumption habits. While North Africa predominantly
consumes hard grains such as wheat, West Africa largely consumes rice and millet, and East
and Southern Africa consumes mainly maize. On the other hand roots, tubers and pulses are
mainly consumed in the rural areas particularly in Central and West Africa. Besides the
variation in consumption habits, the subregional production functions were constructed with
the view to examining the implications of meeting the minimum food requirement for self-
sufficiency within any group of food commodity crops. It is important therefore to examine

and evaluate to what extent the subregions and the region as a whole would be self-sufficient
in its basic requirements for food, namely, under these four commodity groups.

1. Cereals

Cereals continue to be the most critical food item currently on deficit for the last two
decades.lQ/ The historical scenario assumes continuation of even further deterioration
in Africa's food balances. In projecting demand for cereals consumption for Africa, being
the major staple food crop for the majority of the population, the historical trend scenario
was predicated on the notion that with only slight changes in the growth of per capita income

£/ The analysis is based on a study of the elimination of undemutrition and food

insecurity.

1Q/ Cereals comprises maize, rice, millet, sorghum, wheat and other coarse grains.
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in the range of 0.2 per cent witnessed during the last two decades, it would hardly be
realistic to assume drastic shifts in food commodity mix. With that assumption, per capita
consumption of cereals for direct human consumption is projected to reach 149.3 kg/year in
2008 from its present level of 139.8 kg. This growth of per capita consumption is based on
a relatively low elasticity of 0.264 of cereal consumption with respect to the growth of per
capita income; implying that changes in income will not lead to substantial increases in cereal
consumption. Using population growth of the high variant of 3.2 per cent and a per capita
income growth of 0.4, the total cereal consumption is projected to reach 164.3 million tons

by the year 2008; implying an average annual growth rate of 2.7 per cent. According to a
FAO estimate, demand for all uses including animal feed, industry and seeds will increase

between 2 to 4 million tons during the period 2000 and 2010. With this increases, total
demand for creal consumption for all uses would amount to 166.3 million tons; yielding a

per capita demand of 151.1 kg/year in 2008 which is even far lower than the average for all

developing countries of 170 kg/year by the close of the decade of the 1980's.

Total production of cereals for the African region as a whole was estimated to reach

109.9 million tons by the year 2008 using a historical trend growth rate of less than one per

cent for labour and 1.9 per cent annual expansion in area. This would represent a growth
rate of 0.9 per cent per year between 1993 and 2008. At this rate, the African region as a

whole will be far from attaining decent levels of self-sufficiency in food. With the self-
sufficiency ratio estimated at 66.1 per cent, African dependency on food from the outside

world would have intensified to unimaginable levels. The self-sufficiency ratio would

decrease significantly from 88.2 per cent in 1993 to 66.2 per cent in 2008. Per capita food
consumption would remain stagnant at the level of 149 kg in 2008. As a result, cereals

deficit would increase drastically from 12.5 million tons in the mid 1990's to 56 million by
2008. Net import of cereals would increase at an annual average rate of 10.5 per cent over

the period 1993-2008; costing a total of S11.7 billion. The implications are a widening food
gap and a glaring misery for the majority of the African population and hunger and famine

would be the norm to the rest of this decade and beyond.
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TW n 1 * Cereal situation

Food

Other uses

Total demand

Total production

Net trade

Self-sufficiency

ratio (per cent)

Per caput demand

(kg)

Per caput

consumption (kg)

by 2008 (000 tons)

1993

■

104 459

2 800

107 259

94 686

-12 573

88.2

152.7

148.8

Historical

2008

164 260

2000

166 260

109 945

-56 315

66.2

151.1

149.3

Normative

2008

209 452

4000

213 452

197 366

-16 086

92.5

213.4

209.4

Source: ECA projections.

The normative scenario, on the other hand, presents new dimensions in Africa's
production and consumption patterns commensurate with the need to freeing the continent
from the lingering effects of hunger and famine. The assumptions behind these postulated
improvements are: (a) Africa will use its huge potential in terms of arable land, water
resources* development of rural farmers communities; preferential incentive codes for food
growers- and modernizing the food subsector with provision of modern inputs and farming
techniques and blending of local and foreign technologies; without prejudice to the
development of the export crops subsector; to ensure a growth rate of per capita food
production above population growth of at least 2.5-3 per cent on an annual basis between
1993 and 2008; (b) food consumption patterns will change in favour of local African
products to give the needed impetus to increased food production; (c) the level of the African
diet will rise in terms of energy intake of nutritious foods with the view to closing the calorie
gap - the difference between recommended caloric consumption minimums and the food
energy supply - through achieving a growth rate of per caput food supplies for direct human
consumption of 2.73 per cent per annum with DES of about 2500 kcal/day of which the
share of cereals is slightly over 50 per cent. If these assumptions materialize the food
balance in Africa will improve. The normative scenario is based on the expectation that

these assumptions will materialize.

With per capita income growth of 3.1 per cent per annum under a targetted UN-
NADAF GDP growth of 6 per cent and population growth of the medium variant of 2.9 per
cent growth of per capita consumption is projected to reach 2.7 per cent on an annual
average between 1993 and 2008. With this growth rate of per capita cereals consumption,
total consumption of cereals is estimated at 209.5 million tons;implying an annual growth
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rate of 4 7 per centil/. Using FAO estimates for other uses of cereals, total demand for
cereals is projected to reach 213.5 miUion tons by the year 2008. On the other hand,
production trends under the normative scenario shows similar improvements. With an
expansion in area under cereal cultivation of 3.1 per cent and 2.2 for labour, total production
is projected to reach 197.4 million tons by the year 2008; implying an annual average growth
rate of 2.1 between 1993-2008. At these demand and production rates, Africa as a whole will
be self-sufficient in food production with an overall sel-sufficiency ratio of over 92 per cent.
Except for the consumption of those crops which are not easily grown on a large scale in
Africa such as wheet and rice; and, the slow progress in the conservation efforts to reduce
food losses, the self-sufficiency ratio could have been even higher than what is presently

projected.

The regional average for cereal consumption conceals wide variations among

subregions depending on consumption habits and taste preference to certain food commodity
items, population policies, and structure and level of incomes. For example, consumption of
cereals in the North African subregion, which mainly consumes wheat, is very high on
average reaching 210 kg/year; with some countries such as Morocco having even the highest
per capita consumption in the African region as a whole averaging around 248 kg. Countries
in other subregions have their per capita consumption levels nearly double the regional
average such as the Niger, which predominantly consumes sorghum and millet, with 239 kg.,
and Botswana, predominantly maize, with 205 kg. Other countries mostly in central and non-
sahel west Africa subregions have the lowest per capita consumption of cereals even at less
than half the regional average such as Zaire with 46 kg., Congo 60 kg., Burundi 54 kg.,
mainly because of their habitual orientation and preference to other food crops such as roots
and tubers. However, these variations are mostly explained by variation in ecological zones.
While countries falling in the middle range could only be described as having diversified food
components with substantial reliance on processed food such as Zimbabawi and Mauritius
whose consumption levels are moderated at 177 kg. and 174 kg. respectively. The magnitude
of these variations has been captured in the projections by way of grouping countries
according to consumption habits for particular individual food commodities. The prospects

for cereals by subregion are shown in table 2.

11/ Structural shifts in favour of increased cereal consumption towards the terminal
period as income rises was taken into account by adjusting the elasticity of cereal

consumption by 10 per cent.
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PROSPECTS FOR CEREAL BY SUBREGION
N THE YEAR 2008

PR0OUCT10N

SJC net*

Table II.2 : Prospects for cereals bv subrepion in 2008

Subregion

North Africa

West Africa

Central Africa

East and Southern

Africa

Source: ECA prc

Demand

67 085

54 170

10 035

83 213

yections.

Production

46 945

56 747

6 350

90 526

Surplus/deficit

-20 140

2 577

-3 685

7 313

On subregional basis, the self-sufficiency ratio for West Africa is estimated to be

slightly more than unity with a surplus of 257 thousand tons; turning the subregion from a
deficit to a net exporting area. Similarly, the East and Southern Africa subregion would a
achieve a surplus of 7313 thousand tons on annual basis by the year 2008. For the subregion
of North Africa, a deficit would occur to the tune of 20140 thousand tons; resulting in a
dependency ratio of about one third of their cereals requirements. Similarly, Central Africa
would continue as a net importer to meet its cereals consumption requirements with a high



20

import dependency ratio of over 90 per cent mainly because the subregion is more suited to
the production of strarchy crops. These trends are based on the demand requirements taking
into account of the subregional differentiations in consumption habits and the chmatical and
ecological setup for production of cereals. However, such subregional differentiation provide
strong justification for increased cooperation in food. Surplus areas can cover the excess
demand of other deficit region. For this cooperation to be meaningful measures should be
taken to address common efforts to develop security zones for storage, marketing and
distribution of food, maintaing pricing and exchange policies including barter share systems

common endevour to control environmental degradation including weather detection and
exchange of information on agriculture researched development of river and lake basins.
It is important to emphasize the fact that food self-sufficiency can hardly be attained within
the confines of an individual country and that a subregional and regional cooperation is

absolutely necessary.

2. Hoots and tubers

Roots and tubers in many parts of Africa are important food crops especially in the
rural areas, where many people subsist on food crops like cassava, yams, potatos, etc.

Countries in the humid tropical zones depend on roots and tubers for about 40 per cent of
their food supplies. Despite the huge amount of food losses, the African region is
traditionally self-sufficient in roots and tubers at a per caipta consumption level of 174 kg.
Under the historical scenario, per capita consumption will be maintained at this level. With
population increases under the high variant of 3.2 per cent, total consumption of roots and
tubers is projected to expand by an annual average rate of 1.1 per cent to reach 144.1 million
tons by 2008. In addition, other non-food uses including industry, feed and seeds were

assumed to grow by 2 per cent; and a further 15 per cent increase in wastage and post-
harvest food losses. With these rates, total demand for roots and tubers is projected to reach
173.8 million tons by the year 2008. With domestic production rising at annual rate of 2.8
per centl2/ to reach 182.9 million tons, the self-sufficiency ratios were estimated at 95
per cent. This means that the African region as a whole would not have achieved any

significant improvements from the observed levels of 1990. On the other hand, the normative
scenario, and despite some substitution effects resulting from higher incomes, assumes

substantial increases in supply capacity mainly rising from considerable reductions in waste
and losses by 15 per cent annually. The projections for roots and tubers have assumed for
the countries which depend mainly on roots and tubers for their daily energy intake near full
self-sufficiency with an annual growth rate of 3.1 per cent in accordance with population

growth.

12/ FAO- Agriculture: Towards 2010 C93/24 November 1993.
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Table II.3: Roots and tubers situation bv 2008

(000 tons)

Food

Industry

Waste and food

losses

Total demand

Total production

Net trade

Self-sufficiency

ratio (per cent)

Per caput

consumption (kg)

1993

87 910

9600

17 300

114 800

120 900

-6100

95.0

174.0

2008 historical

144 100

9 800

19 900

173 820

165 125

-8 695

95.0

131.0

2008 Normative

273 150

19 900

2 650

295 600

295 600

-

100.0

273.0

Source: ECA projections.

In spite of the fact that rises in the level of income leading to more preferences for

cereals, per capita consumption of roots and tubers is likely to stabilize at that level given
the fact that the majority of African population live in the rural areas and that about 55 per
cent of total land in Africa is likely to be affected by desertification leading to serious deficits

in cereals causing tremendous increases in cereal prices. According to FAO per caput

supplies (calorie/day) by the year 2010 would still remain within the range of 20-36 per cent
for starchy food compared to 35-47 per cent for cereals. For countries of Central Africa such
as Burundi, the Congo, Gabon, Rwanda and Zaire, it will average around 22 per cent and
36 per cent for Cameroun, while for East and Southern Africa and West Africa it would
average around 20 per cent except for Nambia. Despite differences in consumption habits,
each subregion is projected to assume self-sufficiency in starchy foods provided that more

efforts are made for reduction of waste and food losses.
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3. Pulses

Traditionally Africa as a whole has been self-sufficient in pulses at higher per capita
consumption of 10 kg per annum.12/ Consumption of pulses is uniform with most of the
countries- representing about 7 per cent of the African diet. Per capita consumption of pulses
is around 9.4 kg. However, countries such as Burkina Faso, Burundi, Rwanda, and Uganda
may have relatively high levels of consumption of pulses; providing as much as 45 per cent
of total protein availability for Burundi and Rwanda and 25 per cent for Uganda. Under the
historical scenario it is assumed that per capita consumption would grow by the historical rate
of 1.4 per cent. With this growth rate, per capita consumption of pulses would be around
11 6 kg per year.Taking the high variant population growth rate of 3.2 per cent, total
consumption demand is projected to reach 12.8 million tons by the year 2008. Allowing a
high annual wastage and losses rates of 5 per cent, total demand is estimated to reach 15.2
million tons. With production trends standing at 13.3 million tons, the African region can

only meet 87.8 per cent of its total requirements of pulses.

Table II.4: Pulses situation bv 2008

Food

Industry

Waste and losses

Total demand

Total production

Net trade

Self-sufficiency

ratio (per cent)

Per caput demand

(kg)

Per caput

consumption (kg)

(000

1993

6 598

768

673

8 039

6 881

-1 158

85.6

11.4

9.4

tons)

2008 Historical

12 760

1034

1359

15 152

13 303

-849

87.8

15.9

11.6

2008 Normative

13 500

1789

981

16 270

16 270

-

100.0

16.6

13.5

Source: ECA projections.

With an assumed annual average production growth rate of 5.9 per cent, demand
requirements would be fully satisfied under a normative setting. Nonetheless, some countries
for ecological and climatical reasons may not be able to meet fully their consumption

12/ Pulses comprise beans, lentils, peas,etc.
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requirements such as Non-Sahel West Africa and Central Africa. However, they can almost
cover their needs through product exchange with neighbouring regions as shown in table 5.

Tahl* TT V Prospects for pulses bv subresion

Subregion

North Africa

Non-Sahel West Africa

Sahel

East Africa

Central Africa

Southern Africa

Island countries

in 2008 (000 tons)

Surplus/(deficit)

280

(89)

106

299

(36)

(17)

17

4.

Source: ECA projections.

food

Animal food composes beef, mutton, pork, poultry and dairy products!!/. Each
of these items plays an important role in the African diet today. Meat and dairy products
is one of the major sources of protein the African region. Past trends show that the share
of animal food in total DES is about 6.5 per cent with 2.8 per cent derived from meat.
During 1980's the stagnation in per capita consumption of about 12 kg of meat per annum
would imply, inter alia, that the African diet would remain very poor in animal protein,
despite the existence of considerable potential to increase production using available domestic
resources and known technology. On the other hand, demand for poultry products increased
substantially in recent years due to rises in income which generate a substitution effect from
other types of food to meat and from red to white meat as poultry has shown to have a much

higher consumption growth elasticity than red meat.

14/ Dairy products have not been projected as data is not sufficiently available for

fluid milk, cheese and butter.
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With a projected population of 1.1 billion in 2008 and an elasticity at 3.0 with respect

to per capita income, demand for meat will reach 27.7 million tons as compared to 14.3
under the historical trend scenario; implying a growth rate of 2 per cent for poultry and 1.4
per cent for red meat. On the other hand the output of meat was projected using off take
ratios that apply a certain average carcass weight for each category of herd. The cattle herd
was projected to increase by 2.6 per cent taking into account the African cultural factors as
such the values of social status of herd accumulation, consumption preferences dictated by
religion and other factors such as over grazing. On the basis of these estimates, it is clear
that Africa as a whole could maintain self-sufficiency in meat by the year 2008 compared to
a deficit of 1.1 million tons which has to be covered by imports under the historical scenario

Table II.6. Meat situation bv 2008

Food

Industry

Total demand

Total production

Net trade

Self-sufficiency

ratio (per cent)

Per caput demand

(kg)

Per caput

consumption (kg)

Source: ECA p

(000

1993

8 494

8

8 502

7 185

-1317

84.5

12.2

12.1

■^^^■^^■■^^■■^^

rejections.

tons)

2008 historical

14 310

9

14 319

13 230

-1089

92.4

13.1

13.0

2008 normative

27 700

17

27 717

27 717

-

100

27.8

27.7

On a subregional basis, it is quite evident that most countries of East and Southern

Africa and the Sahel subregion would become net exporters of meat if livestock resources

are properly utilized. The Sahel has abundant meat resources to a tune of a surplus of more
than half a million ton which could be exported to neighbouring countries of Non-Sahel West
Africa and North Africa whose deficits are projected to be around half a million tons and
about one million tons respectively. Similarly, the deficit of Central Africa of 175,000 tons
can be easily covered from the accumulated surpluses of East and Southern Africa of 840

thousand tons.
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MEAT SITUATION IN AFRICA BY SUBREGION
M THE YU& 2008

SOUTHEM AFHCA

CENTRAL AFWCA

EAST AFRICA

SAHa

N0M-5AHEL WEST AFWCA

NORTH AFWCA

-1 -0.8-0.6-0.4-0.2 0 0.2 0^ 0.6 0.8
MMLU0NTON5

Table II.7: Pmspects for meat bv subregion in 2008

(000 tons)

1 Subregion
1 i —

1 North Africa

Surplus/(deficit)

(900)
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Non-Sahel West Africa

Sahel

East Africa

Central AFrica

Souther Africa

Island countries

(407)

581

697

(175)

146

(58)

Source: ECA projections

fh) in Food Security

Most African countries today have fragile food security and nutrition situation. As a

result, it was estimated that about 37 per cent of the population are affected by chronic
malnutrition in spite of the abundance of agricultural resources in terms of fertile lands and
water resources. It is believed that the growing imbalance of matching population distribution
with agricultural resources and the misguided policies for exchanging cash crops for food are
the basic factors behind the increasing gravity of the food problem in Africa. It has to be
clearly realized that improved food security situation demands in the first place initiation of
appropriate policies and genuine efforts to make the agricultural sector more productive in
order to increase food supplies and at the same time to ensure adequate access to domestic
food. The regional development strategies and in particular the Lagos Plan of Action were

very vocal in emphasizing this point by underscoring the importance of food self-sufficiency
as a basic prerequisite for attaning food security. In addition, they have underscored the
urgency of taking up the food security concept to a subregional and regional context in order

to free the continent from external dependence.

The historical scenario of the study predicated on the continuation of the old policies

that led to the failure of ensuring food availability in the development process, pointed to a
nightmare scenario where progress towards achieving adequate food security levels through
increasing food production is very slow. As a consequence, chronic under-nutrition would
persist even in the high-income agricultural countries. The normative scenario, on the other
hand, assumes significant enhancement of food security levels mainly resulting from
increased domestic production in a context of increased cooperation among African countries
to meet the demand requirements of the African population and thereby lessening the

incidence of under nutrition by the year 2008.
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B0X1

A SUCCESS STORY OF FOOD SECURITY

Kenva ha. remained self-sufficient in mott food product, including livestock products in mott year., except in
such as those experienced in 1984 and 1992. Indeed, the country, given iu comparative advantage in

mi Drouu^uui, ha. the potential to become and remain self-sufficient in the production of maize, sugar, wheat.
,, finger millet, rice, pul«a, tuber., oUaeeds, fruit, and vegetables, me* and meat products, djury product., poutoy
, fehand honey. To achieve this goal, government polkies have concentrated on providing the necewKy enabling
' to the private sector whkh ha. played a more dominant role in helping the country achieve internal self-

B bask food To sustain food security at the desired levels publk storage facilities were reorganized and the
encouraged to develop commercial storage faculties. With this policy, the government aims to maintain

reserve, to la* at leut six months at the worst of times. Thi. is the average lead time needed before import, can
arrive to relieve food shortage.. A. maintenance of stratcgk food nerves is a financially expense undertaking, the
government also plans to complement physical stocks with a fund for financing imports at short notice.

Other measure, during the Development Plan 1994-1996 include the restructuring of the marketing system. The
National Cereals and Produce Board (NCPB) will be rettructured to make it more efficient. Under the ongoing Cereals
Sector Reform Programme (CSRF), various changes, .uch as managerial and financial restructuring, have been undertaken
at the Board These changes have resulted in the separation of the financing and maintenance of the national strategic
reserve, from normal commercial operations. Private sector partkipation ha. been encouraged in both storage and

marketing of cereals.

Over the years, the national food security problem has been addressed from three bask approaches. First, the
aovernmeot has undertaken mewures to en.urc that consistent and adequate amounts of food are available in every part of
3» country at all times. ThU hu been done through polkie. aimed at increaiing national food production by nuking input.
more ivaiUUe when they are needed and a. far a. possible emuring timely payment for deliveries. Other meagre, include
expansion of publk grain storage facilities during year, of .urplu.. rationalized food import, and commodity swaps. In
addition to theae measures, the government has pursued a policy of price controls primarily to stabilize producer and

consumer prices.

The biggest challenge is to intensify cereal production so that output can keep pace with rapid population growth
without a large increase in the land devoted to cereals. For that reason, the development plan adopted the following

strategies for increasing food production:

(a) ensuring increa^d and timely avaUability of key agricultural and livestock inputs procured through cost

reducing mechanisms;

(b) offering target small-scale farmers subsidized credit supervised by the extension service of the Ministry
of agriculture, Livestock Development and Marketing;

(c)

(d)

(e)

(0

offering farmer, minimum (floor) producer prices in the case of maize, wheat, rice and sugar;

increased emphasis on development of drought escaping crops for ASAL areas including sorghum,

millet, «weet potatoes, beans, legume, and oilseeds;

improvement and further strengthening of monitoring and early warning system for weather condition,
in all agricultural zones and wide dissemination of information on expected weather trends and their

possible effect on food production and livestock management; and

improvement of research and extension services.

The Office of the Vice-President and Ministry of Planning and National development will strengthen the Strategic
Reserves and Inventories Monitoring Facility to en«ire that it provide, a base for timely action on the mamtenance of
desirable levels of food re**ve. and raw material, inventories The principal function of the facility .s to coordmate the
effort, of other relevant government agencie. in the collection, processing and dissemination of data and informaUon on the
state of reserve, and inventorie. and the factor, likely to affect their adequacy and distribution, and to send out early
warning signals when appropriate or optimum level, of re«rve. and inventories are threatened. The actual operation of
specific reaerves and inventory functions will remain the responsibility of the relevant government agencies.

""extracts from the Development Plan 1994-996 of the Republic of Kenya
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putting in place a short-term input subsidization programme covering fertilize™ and veterinary drop;

offering target mull-Kale farmeri subsidized credit supervised by the extension service of the Ministry

of agriculture, Livestock Development and Marketing;

offering fanners minimum (floor) producer prices in the case of maize, wheat, rice and sugar;

increased emphasis on development of drought escaping crops for ASAL areas including sorghum,

millet, sweet potatoes, beans, legumes and oilseeds;

improvement and further strengthening of monitoring and early warning system for weather conditions
in all agricultural zones and wide dissemination of information on expected weather trends and their

possible effect on food production and livestock management; and

improvement of research and extension services.

The Office of the Vice-President and Ministry of Planning and National development will strengthen the Strategic
Reserves and Inventories Monitoring Facility to ensure that it provides a base for timely action on the maintenance of
desirable levels of food reserves and raw materials inventories. The principal function of the facUity is to coordinate the
effort, of other relevant government agencies in the collection, processing and dissemination of data and information on the
state of reserves and inventories and the factors likely to affect their adequacy and distribution, and to send out early
warning signals when appropriate or optimum levels of reserves and inventories are threatened. The actual operatwn of
specific reserves and inventory functions will remain the responsibility of the relevant government agencies.

""extracts from the Development Plan 1994-1996of the Republic of Kenya

In analysing the food situation under these two scenarios, it was quite apparent that
food security implies for many African countries increased recourse to imports at a high cost
of exchange with tremendous balance-of-payments difficulties at a time of severe shortages

of foreign reserves. This explains why Africa remained food-import-dependent during the last
two decades. Food imports have been rising substantially in recent years with population
growth and inadequate domestic supply. In one year alone, cereal imports jumped from 28.8
million tons to 36.7 million tons between 1991 and 1992. It has been estimated by FAO that
at least 21 African countries will be net importers of cereals in kg per caput in the year 2000.
Among them are Congo (51 kg), Liberia (47 kg), Zambia (15 kg), Guinea (40 kg), and the
Sudan (16 kg). According to FAO, if recent trends were to continue, food imports would rise

to 100 m.t. by the year 2010.15/

Worse still is the anticipated rise in prices with the conclusion of the Uruguay
Round. According to a major report of FAO on the evaluation of Uruguay Round's impact
on agriculture, GATT will not improve the lot of many low-income food-deficit countries.
If anything it will affect the price stability of cereals. As a group, the low-income food-
deficit countries would suffer from increased food import prices just as the value of their
preferential access to developed markets shrinks. The report projected Africa's net trade to
go down from a small surplus to a small deficit and noted that Africa will be worse off on
its trade account, unless it expands food production, diversifies export crops and increase

intra-regional commodity trading.

The future trends under the Agreement will not be as bright as anticipated. Firstly
from the present and into the foreseeable future African countries will continue to import

15/ FAO- Agriculture Towards 2010 C 93/24 November 1993.
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food products with relatively high income elasticities and export products with low income
and price elasticity. This situation will continue untill African products become highly
competitive in international markets. Secondly, liberalization in the short-run would tend to
raise import cost of net-food-importing countries as world market prices rise. In the long-
run, this will affect the ability of African countries to build adequate and sufficient future
food security rserves. Thirdly, food aid would not be cheaper and easy to obtain as in the
past under the Principles of Surplus Disposal by the time government price support is
gradually phased out and eliminated under the Agreement. According to UNWFP sub-
Saharan food deficit is expected to reach 50-100 mllion tons by the year 2020; or 5-10 times

the global total of food aid yearly.^/

Based on the growth of 7.8 per cent of cereal import prices, and the projected levels
of food deficit, food imports is estimated to reach 65.1 million tons by 2008 under the
historical scenario. At this rate, many African countries would not be able to afford to buy
the imports they need and the alternative will be widespread chronic famine if not supported
by massive food aid. The fortunate countries will be those whose dietary supply is derived
from roots and tubers. However, under the normative scenario, food imports will
substantially moderate given the improved capacity of the region to produce most of its food
requiements. At an import dependency ratio of 7.5 per cent, cereal imports is projected to
reach 16 million tons in the year 2008. At this level, Africa will use the financial resources
captured to increase food production and enhance food security in accord with its
comparative advantage. While this represent a global regional picture, countries with chronic
food deficit could meet their food needs at low cost through product exchange with food-
surplus African countries in a bilateral cooperative arrangements. At any rate the prospects

should not be seen as one depending on increased assistance in food but rather on a long-term

vision to improving the agricultural food sector's productivity. The Director General of FAO
warns of the dangers of " the mergence of a welfare mentality among peoples and

governments" .J7/

(c) Enhanced nutrition

In recent years nutritional levels for quite a number of countries declined below the
average requirement of 2140 kilocalorie/per caput/per day of the 1970's. At this rate the
African per caput food supplies was even higher than Asia. In the 1980's per caput food
supplies for direct human consumption fell to 2100 cal/day. As a result, incidence of chronic
undernutrition was reported to have risen from 94 million people to 175 million between the
two respective periods. These trends differ widely between countries and are closely linked
to the agro-ecological conditions which largely dictate the type of food consumption in a
particular subregion. Per caput DES was found to be higher in North Africa and near the
critical minimum of about 1765 kcal in some countries of the Sahel and East Africa. Cereals
generally provide more than 60 per cent of DES requirements, or what is equivalent to 1500
kcal/day, for countries of North Africa (wheat), East and Southern Africa (maize), and the
Sahel (sorghum and millet), while roots and tubers provide more than 30 per cent, on

African Recovery Vol. 9 No.2, August 1995.

12/ Key address on 50th Anniversary of the United Nations.
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average for countries in humid coastal West Africa and Central Africa with some countries,

such as the Congo, ranging as high as 50 per cent of their calories. According to a FAO
estimate the per caput food supplies will increase from 2100 cal/day in the 198O's to 2170
cal/day by 2010 This implies a small reduction in the percentage of the population under
chronic undernutrition from 37 percent to 32 percentl£/. However, the estimate of this
study differs slightly from that of FAO due to the nature of the assumptions. In projecting
the food requirement for 2008, the normative scenario has assumed improved food supply
position resulting in a higher level of food self-sufficiency of 92 per cent which could easily
provide a daily energy intake of 2500 local. The calorie gap under the historical trend
scenario would persist even in the highest-income countries and the already depressed food
situation is expected to worsen further to the rest of the decade and the African region as a

whole would remain calorie deficient.

(d) Policy implications

The assumptions used in analyzing food prospects are based on the objectives of the
Lagos Plan of Action "to lay the foundation for the achievement of self-sufficiency in
cereals livestock and fish products". It is imperative therefore that the African region as a
whole 'should aim at achieving this objective by the year 2008. This would imply that
substantial resources be devoted to food production to sustain at least 2- 3 per cent growth
in food production to meet population-income-generated growth in demand through 2008.
Even at this target, it is rather technically difficult to conceive that one country alone can
meet all its food requirements given the variability in weather conditions, comparative
advantage and soil endowment, and diverse cultural backgrounds. Hence cooperation in food
at the subregional level is imperative. This aspect has an important policy implication. It
implies in the first place that national food production plans should be made in
complementarity with neighbouring regions to facilitate a higher rate of food exchange and
at the same time ensure cooperation in agricultural inputs, machinery and tractors for

expansion of food production at the subregional level.

The continuous declines in food production has persistently led to a serious state of
structural dependency on the outside world with a high political connotation. This undesirable
position led many African governments to try and put in place appropriate policies to
increase food production and to build adequate food security zones. However, most of these
indicated that policies have failed mainly due to the desire of many countries to increase their
foreign exchange supply from increased production and exports of cash crops and their
preference to food aid and grants instead. On the other hand, attempts of national policies
to provide incentives to food growers by setting higher prices for domestic food as an
incentive to boost food production had not proven effective since a large portion of the food
supply does not pass through formal markets to consumption centers. The only way for such
policies to succeed is through the development of storage systems and efficient marketing
channels to regulate food distribution not only within domestic frontiers but also within
neigbhouring markets. This has to be in line with national food security programmes and

through a well cordinated scheme of government encouragement.

IS/ FAO/WHO International Conference on Nutrition (ICN)
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Agriculture has traditionally been deprived of the resources it needs and which over

the years debilitated the sector. Agriculture has thus been unable to meet the development
needs of most African countries. At present only 10 per cent or less of public investments
allotted to agricultural development. To revitalize the agricultural sector and the food
subsector in particular it is imperative that African countries should devote at least between
20 to 25 per cent of their investment resources for agricultural development in line with the
target set in UNPARRED. This policy should in the first place cater for the provision of
appropriate agricultural inputs, improved incentives, infrasture, and institutional support.
Only by implementing such policies can the objective of achieving adequate levels of food
security be maintained within a reasonable time span and the threat of hunger be abated

About 55 per cent of the total arable land is cultivated on average each year. Arable
land will no doubt continue to expand by 2008 but the cost of expansion are likely to be
substantially higher as water supplies and water management emerge as important

constraintslS/. At present about 45 per cent of the 638 million hectares of potential
arable land of Africa are classified as problem areas, the 38 per cent are considered as good
rainfall land. The future may be less bright than what has been implied in the projections
of an increase of 38 per cent of additional land for cultivation. In some small countries, the
cultivable land has even reached its upper limit and any expansion of cultivation will be on
marginal areas implying that a large proportion of food supplies will have to be grown on
areas mostly susceptible to weather fluctuations. The negative impacts of deforestation and
the slow down in the afforestation rate reduces agriclutral production in the long-run.
According to FAO, about 20 per cent of the total land in Africa is sandy soil, while one third
is considered too dry to support rainfed agriculture. Unless deforestation is drastically
reduced to avert environmental and soil degradation, Africa will not be able to feed its
growing population by the year 2008. Appropriate action should therefore, be taken not only
on tenurial and agrarian reforms but also undertaking of effective measures in order to
increase the cropping intensity rates to at least 85 per cent which is far below the the average
for South Asia of 110 per cent. This would of course depend on the development of
irrigation systems anticipated to be increased to at least 19 per cent by the year 2008.2Q/

Africa's agricultural problem is not as yet strictly a land constrained problem; rather
it is a problem in the use of agricultural inputs. Agricultural production depends on long-term
rates of technological change and short-run input flexibility. Any progress in achieving food
self-sufficiency at the subregional level will necessarily depend on the rate of change from
low intermediate inputs to medium- and high intermediate inputs. The projected increases

in the supply side is likely to generate pressure in the use of inputs of high-yielding vaneties
such as fertilizers and pesticides. Compared with other developing regions, fertlizer
application and agricultural mechanization in Africa is the lowest in the world.

12/ According to a report of the World Meteorological Organization there will be a
severe shortage of water on the African continent by the year 2000 with per capita
availability of fresh water 75 per cent less than in 1950. A speech delivered at ECOSOC
on UN New Agenda for African Development, July 1995.

2Q/ see the research agenda for irrigation UNCED's Agenda 21.
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In spite of the efforts to modernize the food sub-sector by promoting the use of

fertilizers, in more than 85 per cent of African countries, fertilizers nutrient use is still below

10 kg/ha of agriculture area. This is mainly due to the high domestic and imported fertilizer

prices and the relatively low production levels. At present, apart from North Africa, only six

African countries have fertilizer plants. North Africa, which has an abundant supply of
phosphate minerals as well as the materials to produce nitrogenous fertilizer, alone accounts

for 57 per cent of fertilizer consumption. Fertilizer consumption varies widely between

countries, ranging from nearly 200 kg/ha in Egypt to 93 kg/ha in Swaziland and less than
10 kg/ha in 38 countries. Worse still, fertilizer use is not applied to production of food

crops but concentrated mainly on lands used for the production of export cash crops because

they are generally more profitable in generating foreign exchange resources. It is estimated

that if the African fertilizer potential is properly used, yields can easily double within a short

time span. On the basis of this, fertilizer nutrient use, of which the region posseses

tremendous amount of phosphate and nutrigegenous fertilizer, is projected to increase from

14 kg/ha to 70 kg/ha at least bringing it up to the Asian consumption level.

Similarly, mechanization of food crops is rudimentary. At present, three countries

in the region are reported to have tractor manufacturing plants and quite an insignificant

number have tractor assembling factories. The highest concentration of tractors is found in

North Africa (52 per cent), followed by East and Southern Africa (35 per cent) and central

and west Africa (13 per cent). Even with the largest number of tractors, North Africa as a
subregion, is the largest net importer of cereals. Moreover rehabilitation of existing stock of

agricultural implements and modernization of irrigation systems become increasingly costly

for staple food production. The only possibility for the expansion of food production is by

traditional irrigation systems and good weather. Given the existing 8.8 per cent ratios of

mechanized area to arable land and the ratio of 528 ha/tractor, it is highly unlikely that these

past and present trends will modernize the region's food subsector and achieve decent levels

of food self-sufficiency even beyond the year 2008. Clearly the desired future scenario of

food self-sufficiency will not be achieved unless efforts to reverse the state of marginalization

of the food subsector are made specifically in terms of increased mechanization and use of

modern inputs.

B. Towards Self-sustaining Industrialization in Africa

African countries are abundantly rich in natural resources. However, after the

attainment of political independence in the early i960, they had inherited a relatively small

industrial base and a very limited industrial education and know-how. The large and medium
size industrial enterprises were predominantly owned and managed by multinationals,

controlled and run from abroad or by foreigners settled in these countries. Production and

consumption patterns were oriented towards the colonial countries; trade linkages were also

tied to their traditional relationship. This structural and institutional setting did not allow

manufacturing enterprises to grow faster except when they served the systems in existence.

In the post-independence era, most African countries found themselves unable to

afford the luxury of large-scale industrial production due to their inability to generate the

necessary capital required for such large industrial projects. Furthermore, there were market
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limitations lack of spare parts and raw materials, low level of domestic financial resources,
dearth of skilled labour and managerial expertise. In addition, the low technological know-
how weak infrastructure for research and development, the general lack of entrepreneurship
and institutional support - all these constraints contributed to serious idle industrial capacity

utilization and continued to hinder the development efforts.

Hence Africa remained the least industrialized continent in the world. While its
population accounts for over 11 per cent of the world population, the industrial output never
exceeded 1 per cent of that of the world. As shown in table II.8, developing Africa's share
in the world's industrial output stagnated around 0.8 per cent and its growth rates are steadily
declining whereas other developing regions have been making substantial progress in

industrialization. This very sombre historical background of African industrialization
presents a serious challenge to African policy makers in their efforts at industrialization

during the next decade.

Table II.8: Share and Growth of Africa's manufacturing value

added fMVA^ in the world foer cent)

Region/economic

grouping

Developing

Africa

North Africa

Sub-Sahara

Africa

South Africa

Asia

Developing

Countries

Centrally

planned

Developed

market

economies

Work)

Share

1960

0.80

0.42

0.38

0.30

2.1

8.2

14.0

77.8

100.0

1970

0.8

0.39

0.41

0.35

3.4

10.9

15.4

73.7

100.0

1980

0.9

0.38

0.52

0.56

5.0

13.7

19.6

66.7

100.0

1990

0.9

0.46

0.44

0.45

6.9

14.0

20.1

66.2

100.0

1993

0.9

0.45

0.45

0.50

7.0

14.2

20.0

65.8

100.0

Growth rate

1950-60

6.9

7.6

6.2

6.0

9.9

6.7

11.9

5.8

5.9

1960-70

7.3

4.9

9.5

6.5

6.0

6.4

9.7

5.9

6.7

1970-80

5.3

6.5

5.6

5.3

8.0

6.5

7.0

3.1

4.2

1980-90

3.2

3.8

2.1

1.7

6.5

4.1

4.1

3.4

3.6

per annum

1990-93

3.0

4.0

2.0

2.1

7.0

4.5

3.5

3.5

3.2

Source: UNIDO "Handbook of Industrial Statistics", various issues.

(a) Progress in Industrial Development

Tnrinstrial development: a review

At the heart of industrial development objectives in Africa since independence in the
1960s has been the need to diversify production patterns and enlarging the production base,
reduce their vulnerability to external shocks, facilitate stable and sustained growth,
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increasingly improve living standards, and promote regional economic cooperation. Three
phases can be identified in the evolution of ideas on how these objectives can best be

accomplished.

The lint phase put more emphasis on industrial planning during the 1960s and 1970s.
It was thought that to deal with the structural rigidities of underdevelopment, some form of
planning was inevitable in the industrial development process. This planning approach was
translated into setting up a number of import-substitution industries in most African
countries. Most of the industries were however concentrated in the production of consumer
goods using and relying mainly on imported machinery and equipment, spare parts,

intermediate and even raw materials as well as skilled manpower and technology. Only in
a few cases was the import-substitution strategy extended to the production of some
intermediate goods such as cement, iron and steel and rarely to essential capital goods such
as transport equipment and agricultural machinery. This situation of heavy dependence on
imported inputs had repercussions on the African economies, cost structure, production
efficiency, exploitation of natural resources, development of domestic technology and
industrial human resources as well as *the comparative advantage of surplus labour relative
to capital*. In other words, the import-substitution strategy has not sufficiently provided the
dynamic forces for the structural transformation of the African economies to attain industrial

self-sufficiency and self-sustainment.

The failure of the planning approach and its import substitution strategy was due to
the apparent lack of political will, inappropriate modalities of plan elaboration and
implementation, mismanagement of resources, corruption, and political instability. In
addition, development planning was carried out largely by a few individuals, including
foreign experts, without broad consultation. As a result, planning lacked both realism and
popular participation and the vast majority could not identify themselves with the plans.
Moreover, the external and domestic economic environment proved volatile over time.
Frequent occurrences of commodity price fluctuations and drought not only generated
unstable macroeconomic conditions, but could also rarely be predicted with precision.
Recourse to the use of floating exchange rates by the major industrial countries during the
early 1970s, the oil crisis of the mid-1970s, and the recession that followed, left many plans

without a realistic foundation.

The second phase was a formal commitment at the official level to national and
collective self-reliance since the 1980s. The underlying premise of this self-reliance approach
is that responsibility for industrial development in Africa rested with African themselves and
the aspiration was that development strategy in Africa should become more inward looking
and focused on achieving the long-term structural transformation of African economies.
While the justification for the self-reliance approach has proved unassailable with the passing
of time, Africa's uniquely difficult circumstances as the least developed region in the world
and the structural complexity of the region's underdevelopment were underestimated. In

particular, there has been a tendency to underestimate the financial, human, and institutional
capacities, necessary to launch and sustain the recovery, development, and transformation
effort. The time frame within which specific results could reasonably be expected has almost

always been either unrealistic or vaguely stated.
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For example, in the context of self-reliance principle, the first Programme for
Industrial Development Decade for Africa (IDDA I) for the period 1981-1990 was formulated
with a view to redressing the structural weakness of the prevailing industrialization pattern
of Africa and making the industrial sector the engine of growth of the African economies.

However at the end of the IDDA, Africa's industrial sector is still facing the same basic
problems'as in the 1960s and 1970s. The sector has not only failed to constitute an engine
of growth and structural transformation of African economies, but it has also increasingly
become a burden to those economies in draining substantial financial resources due to the
high cost of industrialization imposed on Africa by the present unfavourable economic
environment The IDDA I was not translated into meaningful country-specific policies and
programmes but was caught in vague generalities that readily fit all situations. Industrial
policies remained and continued to be carried out at the national level. Hence Africa is still
characterized by low industrial productivity, low rate of industrial employment and high
share of imported manufactured goods in total imports. What is more, few countries had a
clear strategy for the technological transformation of their industrial and agricultural sectors

and for forging stronger links between the two.

This situation was a major contributor to the escalating socio-economic crisis, which
culminated in 1983 and 1984 when the drought-related food crisis engulfed over half of the
African countries. As a result, the level of foreign exchange earnings, based mainly on
agricultural exports dropped sharply, thus preventing most African countries from importing
raw materials and spare-parts for the industrial sector. Hence, an increasing number of
industries were either forced to operate at very low capacity or to close down. It may be
recalled that the escalating economic and social crisis led to the adoption of the Africa's
Priority Programme for Economic Recovery (APPER) and the United Nations
Programme of Action for African Economic Recovery and Development (UNPAAERD),
by the Organization of African Unity (OAU) in 1985 and by the United Nations General
Assembly in 1986, respectively. These programmes laid particular emphasis on the recovery

of the agricultural sector through, inter-alia, the strengthening of its linkages with the
industrial sector. However, their implementation was greatly hampered by the persistent

crisis and the inability of the region as a whole to address its root structural causes. At the
regional and subregional levels, most countries have only paid lip service to economic
cooperation and integration, as such, a "bottom-up" approach to regional cooperation in
terms of joint ventures at the sectoral and macroeconomic coordination has not materialized

either.

The Second Industrial Development Decade for Africa (IDDA II) also stipulates the
need and the lead role of African governments in formulating industrial policy, building the
required infrastructure and creating an enabling environment with the participation of the
private sector. Small-scale industrial projects as part of enterprise formation is the key to
self-reliance and is a pivot around which the industrial growth of Africa oscillates. But this
has to yet be stimulated through a sincere conscious and integrated approach. Again IDDA
H has remained at the level of generalities and has neither influenced nor affected industrial

policies at the national level.

Altogether the UN and African Development and Industrial Programmes of the 1980s
were not effectively implemented and are generally considered to have failed. It is the
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WB/IMF SAPs which were effectively implemented in the mid-1980s and continue to the

present.

The third phase was the implementation of structural adjustment programmes since
the mid-1980s as a vehicle for reform. The SAP were presented by the World Bank and
International Monetary Fund (IMF) as a condition for lending to African countries. This
phase has also failed because the SAPs did not include an industrialization strategy. What
SAP introduced were budgetary and fiscal programmes and a "crises management culture".
The main preoccupation of most African policy makers increasingly became that of crisis
management for economic survival. The focus shifted to short-term concerns resulting mainly
from external shocks such as the collapse of the regime of stable exchange rates and
commodity markets, high interest rates, persistent drought and mounting external debt
obligations. The structural adjustment programmes were intended mainly to restore the
budgetary and balance-of-payments equilibria. However, these programmes did not bnng
about the necessary structural transformation of most African economies. They rather
weakened further the productive capacities without bringing durable financial balances in
addition to neglecting the human and social dimensions. Given the shortcomings of short-
term and medium-term programmes for Africa's economic recovery and development, it is
clear that time has come for Africa to return to the "home-grown- objectives of national and
collective self-reliance as an appropriate framework for external support and domestic effort
towards recovery and sustainable development.

The success of self-sustaining industrialization in Africa in the coming years, will
depend on the setting in motion and internalizing the development of basic and intermediate
industries. The Lagos Plan of Action (LPA) has emphasized the crucial role of basic
industries while the Industrial Development Decade (IDDA) had gone further to focus on two
types of core industries: resource-based which comprises agro- and forest-based and building
materials industries; and engineering which comprises basic industries such as metal,
chemical and manufactured products. The need for the development of capacity to produce
intermediate and capital goods locally has been amply demonstrated during the first half of
the 1980s. However, Africa has a long way to go towards self-sustaining industrialization and
to becoming competitive at the international level, because its share in world trade had
steadily declined since 1980 and its manufacturing sector stagnated around 10 to 12 per cent
of GDP. Internal conflicts and persistent drought in some parts of the continent, small
national markets, inadequate skilled manpower and high dependence on imported inputs
including technology can be partly blamed for the poor industrial performance in the region.

Industrial technologies in use in African countries were designed to serve the needs
of developed countries. Usually very little attempt has been made to adapt them to African
conditions. This, in part, explains why many industries have thus far failed to perform
adequately. In this respect, technological innovation, seems to be the main culprit. The
extensive technological innovations in the developed countries and the almost total absence
of technological innovation or adoption in Africa has resulted in many distortions. These
manifest themselves in substitute products, new inadaptable technologies; trends towards
large plants, automation and robotics, etc. Local expertise and skilled labour to run and
maintain these technologies hardly exist. Thus decisions to identify and appraise appropriate

technologies is virtually being made by outsiders, particularly by those whose objectives were
to sell plants irrespective of whether such plants incorporated the most suitable technology
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and raw materials or not. The result was that many such plants could not be operated
profitably and a number of them had consequently to be closed down.

The advent of new technologies to produce new products, such as plastics and
synthetic rubbers and fibers deprived Africa of the opportunity to export some of its raw
materials in processed form. This state of affairs is being exacerbated by the new emerging
technologies, particularly those related to biotechnology and genetic engineering. These new
technologies have opened many possibilities of substitute products which will very seriously
affect Africa's industrial prospects. Firstly there would be deepening of the substitution on
some of the raw materials and related industries. Secondly, there will be increased
uncertainties regarding the choice of technology. In an era of rapid technological change,
African countries would face a no win chance of either establishing industries using
conventional technologies with the high risks of technological and product obsolescence, or
to wait until the R&Ds being carried out are translated into productive facilities and then pay

for the new technologies.

With respect to the engineering core industries, development at the national and
multinational levels is essential. The crucial role played by the engineering industry is such
that the development of this subsector is a necessary condition for self-reliant and self-
sustaining industrial and economic development. Whatever the stage of industrial
development of a country, there should be a commensurate state of engineering development.
Economies of scale in the engineering industry is very important for the manufacture of
equipment and machinery for industrial, agricultural, transport and mining sectors.

However, there are a number of encouraging signs that augur good prospects for
industrial development. First, there is an emerging trend of the private sector cooperating
with the public sector in order to boost industrial development. Secondly, economic

cooperation in the region is increasing. Indeed since the Abuja Treaty establishing the
African Economic Community came into force in May 1994, the subregional economic

communities had become more active. Thirdly the objectives of the industrial development
are now giving priority to the following: the development of human resources and national
industrial capacity; to the development of international competitiveness in selected fields; to
increased promotion of foreign direct investment and technology transfer; to the development

and promotion of the private sector and to the achievement of ecologically sustainable

industrial growth.

Given the far-reaching global developments taking place - in terms of the Uruguay
Round Agreement, the establishment of the World Trade Organization, and the resultant

liberalization of global trade - it is now imperative for the African countries to make a
substantial shift in their industrial strategy and policies and to identify new sub-sectors where
competitive export capability could be developed. To effectively implement such policies the
involvement of an active and imaginative private sector the development of human resources,

and an abling institutional environment is essential and an important element.

(b) Projections of basic industrial inputs and outputs

The realization of the LPA objective of achieving self-reliance and self-sustainment
in the African region is the normative or desired scenario of the future. The strategy and
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poUcies which would take Africa to the desired scenario by the year 2008 are the use of local
factor inputs, institutionalizing and intensifying integration and cooperation schemes among
African countries, private and public investment by indigenous entrepreneurs, and the
building up of domestic production structures capable of meeting changing local demand.

(i) Tractors

Past trends of inadequate industrial policies and strategies coupled with adverse
economic conditions such as a continuing drought, lack of foreign exchange and lack of inter-
and intra-sectoral linkages will continue to hamper the development of essential industries,
especially capital goods, intermediate goods and food industries, which are supportive of the
agricultural sector. In spite of the existence of a potential for the creation of an agro-based
industry capable of supplying the needs of a modern agriculture, there is at present only

some embryonic units for the production of tractors.

In 1985, these units produced only 522,295 tractors while in 1990 they produced
620 322 tractors. The demand for tractors, is mostly satisfied by imports. In 1985, for
example, imports of tractors was valued at $US 613.3 million or 12.3 per cent of the total
world imports of tractors. In volume terms, this represents about 43,294 tractors or 6.3 per
cent of the total number of the imported tractors in the world. The demand of imports of
tractors increase by 2.3 per cent per year in developing Africa between 1983 and 1985,
against an increase of 1.9 per cent in the world as a whole. On the basis of the FAO
statistics, the total number of tractors in 1993 in Africa was 9.8 tractors per 10,0000 persons.

The annual growth rate of tractors in Africa between 1985 and 1993 was 3.5. With
an elasticity of 0.9 of the number of tractors with respect to GDP, it is projected that by the
year 2008 total demand will reach to 1,152,243 tractors, or 9 tractors for 10,000 persons.
This does not hwoever show any significant change from the present situation. With a
projected GDP growth of 2.6 per cent, the region as a whole would require an annual
increase of 69,826 tractors between 1990 and 2008, assuming a replacement rate of 10 per
cent On the other hand, assuming a rate of increase of 7.9 on yearly basis, local supply of
tractors is estimated to reach 585 units. Under these trends, the region would continue to
depend on imports for most of its critical agricultural equipment. This would, no doubt,
have adverse implications on the modernization and mechanization of the region s
agriculture Equally, the objectives of attaining a reasonable level of food self-sufficiency
would be in jeopardy. Indeed, as shown in table 2, the projected demand for tractors will be
73,042 units in the year 2008 under the historical scenario while the local supply will be only

585 units.

Africa will also continue to depend on imports of transport equipment, since the total
demand for automobiles by the year 2008 will be 952 000 units while the local production
will be only 24 000 units. The problem of scarcity of raw materials, spare parts and
intermediate goods is related to the policy failure to reorient the industrialization process
towards the exploitation of locally available raw materials so that the scarce foreign exchange
could be used more effectively for import of what the country cannot produce domestically.

Under the normative scenario, a growth rate of 7.6 per cent per year of the number
of tractors is assumed based on an elasticity of 1.3 of the number of tractors with respect to
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GDP This alternative takes into account the objective of food self-sufficiency by the year
2008. On this basis, the total number of tractors demanded in the whole region will be
2 066 609 by the year 2008. On the basis of a projected growth rate of 9.67 per cent,

corresponding to a replacement rate of 15 per cent, the annual supply of tractors of 102 units
in 1985 will have to increase sharply in order to meet the needs of at least two-thirds of the
total demand. This perspective is reasonable, taking into account the increased number of
production units of tractors in the African continent. But in addition to the expansion in
production units the perspective has to be sustained by appropriate agricultural policies aimed
at assembling small-scale producers in cooperative arrangements and implementing the

accelerated industrialization of the agro-based industrial sector.

Table II.9: TVmmd and Suirnlv of Tractors: Historical Trend and Normative Development Scenarios

1985 1990 1993 2008

Hist. Scenario

Number Gr.

per

cent

2008

Normal. Scenario

Number Gr.p

er

cent
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Tractors in use

in Africa:

of which:

North Africa

West Africa

Central Africa

East&

Southern

Africa

Rep. of South

Africa

Total Demand

Local Supply

522 295

180 000

22 000

18 000

115 000

187 295

43 294

102

620 322

204 000

26 000

22 000

118 000

250 322

48 507

149

687 763

226 000

28 827

24 392

131006

277 538

51932

187

1 152 243

378 629

48 295

40 865

219 481

464 973

73 042

585

3.5

3.3

3.5

3.6

2.9

3.5

2.3

7.9
^^

2066 609

669 000

96 711

83 293

493 651

813 954

225 064

148 542

7.6

7.5

8.4

8.5

9.2

7.4

10.2

Source: ECA projections based on FAO estimates.

Under the normative development scenario, it is assumed that the achievement of food
self-sufficiency by the year 2008 will necessitate important and rapid changes in the actual
agricultural production systems, through the accelerated mechanization in agriculture with
a commensurate decline in the application of traditional techniques of farming. On the basis
of a projected growth rate of 8.9 per cent, corresponding to a replacement rate of 15 per
cent, the annual demand of tractors will reach 225,064 units in 2008.

(ii) Fertilizers

The long-run food self-sufficiency in Africa means increase in the utilization of
fertilizers and pesticides by the agricultural sector. However, with the continuation of policies
that are biased against agriculture, Africa will continue to demand the imported fertilizers
as the total demand will exceed the local supply by 1.6 million tons (see table 11.10),
including South Africa. On the basis of a historically observed per capita fertilizer
consumption of 7 kg, total demand for fertilizers is projected to reach 7 million tons by the
year 2008. The projections of production of fertilizers are based on the historical self-
sufficiency ratios. Historical trends show that the average self-sufficiency ratio for fertilizers
oscillated around 70 per cent. The corresponding level of fertilizer production by the year

2008 would therefore amount to 5.4 million tons, implying an annual increase of 3.5 per cent

between 1993 and 2008.

Table 11.10: Demand and Supply for Fertilizers*

(In thousand of metric tons)

Fertilizers

1985 1990 1993

2008

Hist.

Seen.

Growth

rate per

cent

2008

Norm.

Seen.

Growth

Rate

per

cent
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Total Demand

Production

Net Export/

Import

2531.7

2272.0

-259.7

3154.9

2913.5

-241.4

3600.3

3230.2

-370.1

6967.6

5411.8

-1555.8

4.5

3.5

9259.4

9118.7

-140.7

6.5

6.0

Source: Ibid.

* Including South Africa

In the normative scenario, the demand for fertilizers which is assumed to be based
on the level of agricultural production retained in the normative scenario should reach 9.3
million tons by the year 2008 against 2.5 million tons in 1985, implying a growth rate of£5
per cent However, the growth of the demand will be 11 per cent between 1993 and 2000
and 6 4 per cent from 2000 to 2008, given the fact that already by 2000 the North and the
East African subregions will have reached a level of utilization of 156 kg per hectare as
against 20 kg in West Africa. The needed fertilizers will be distributed as follows:

(a) 9 million tons for azoted fertilizers;

(b) 7.2 million tons for phosphated fertilizers; and

(c) 6.6 million tons for potassium fertilizers.

For the region to reach self-sufficiency in this field, the normative scenario supposes

that the demand for fertilizers will be satisfied by domestic production. The production of
fertilizers is relatively well developed in North Africa given the fact that the subregion has
abundant raw materials of phosphate rock and raw materials for the production of azoted
fertilizers. In sub-Sahara Africa, countries have industries for fertilizers production, but
except in Swaziland, Zambia and Zimbabwe, the industrial units are small. Overall,
production is not presently oriented toward satisfaction of domestic demand of the region,
although under the normative scenario the imports of fertilizers will be reduced by almost
three times in 2008 from the 1985 figures because of the inclusion of South Africa s
production. The development of production of fertilizers require considerable investments in

infrastructure for storage, transport and commercialization. The increase in consumption

would necessitate also institutional innovations. The peasants should know the advantage of
the use of fertilizers and should be provided with enough quantities of fertilizers and have

access to credit. Moreover, the price of fertilizers should be fixed at a level which does not

discourage their use.

(iii) Animal traction

Animal traction is used mostly in cultivated rural areas. However, it is important to

note that with the increasing modernization of the agricultural sector, the use of animal
traction would decrease over time. Since no drastic change is also assumed in the
mechanization of the agricultural sector in the historical trends scenario, it is assumed tot
the annual rate of increase of draught animals would not significantly change from the 1985-
1993 level of 2 3 per cent. On the basis of this growth rate, the number of draught animal
would increase to reach 30 million from its 1985 estimate of 17.8 million. Consequently,
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the annual level of animal traction equipment would reach 1.4 million ry the year 2008,

assuming replacement rate of 10 per cent (See Table 11.11).

Table II. 11: Annual demand of animal traction

(In thousand units)

Draught

Traction

equipment

1985

17 891.5

894.2

1990

19 619.2

979.7

1993

21 426.2

1 034.4

2008

Hist.

Seen.

30 027.7

1 359.2

Growth

Rate

per

cent

2.3

1.6

2008

Norm.

Seen.

41 465.3

1 732.9

Growth

Rate per

cent

4.5

3.5

Source: ECA estimates

'"Including South Africa

Under the normative scenario, it is generally assessed that animal traction can increase

rural labour agricultural productivity by a factor of 5 to 10, implying an animal growth rate

of 4.5 per cent to reach 41.5 million draught animals. In certain African subregions animal

traction has been practised for centuries while in other subregions it is hardly developed

either due to absence of draught animals or due to cultural traditions. Using animal traction

has a number of known advantages such as savings of foreign exchange, adaptability to small

family cultivation, possibility for domestic production, relatively low cost of needed spare

parts, and low commercial energy consumption. In the past few years, there has been some

progress in the manufacture of animal traction equipment such as yokes, simple carts, multi

purpose cart frames and other accessories. Unfortunately, this progress is not wide-spread

in the continent.

The increase in the number of draught animals was most significant in West and

Central Africa which recorded annual growth rates of around 1.5 per cent. However, given

the many advantages and development possibilities of animal traction and the present stage

of its development in the region, it is projected that the growth in the number of draught

animals will pick up in those subregions. For Africa as a whole, it is assumed that the

equipment per pair of animals will have a replacement rate of 10 per cent. It is consequently

projected that Africa will need a total of 1.7 million draught equipment by the year 2008.

The projected demand level of animal traction equipment would be satisfied from local

production. For this, adequate measures have to be taken in the various African countries

to attain the production level as well as to ensure efficient distribution.

(iv) The automobile industry

It is difficult to assess the prospects for the automobile industry in Africa and at best

the projection can be very tentative. Given the very competitive nature of this industry

worldwide, it is very difficult to project the supply conditions of automobiles in Africa. The

region as a whole has yet to establish a core of engineering industr ;s and the requisite
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intermediate technological skills. In addition, the rate of technological change and innovation
in the industry as well as the deep market penetration are such that late-starters such as
Africa would find it very difficult to be competitive even within tfaei own region. Also on
the demand side, the factors that are likely to influence the future dei^-id ot automobiles in
Africa are many and complex. However, notwithstanding these vsric-is uncertainties, a bnef
outline of the possible trends of supply and demand for automobiles in Africa is given below.
According to past trends the market for automobiles (passenger and commercial vehicles) is
projected to grow annually at slightly under 5 per cent between 1985 and 2008. This
projected growth is mainly predicated on the trend of high population growth. Overall, the
vehicle density is not projected to grow very much. Between 1985 and 2000, the vehicle
density per 1000 persons would increase slightly from around 9 in 1985 to about 12.5 in

2000 and 15 in 2008.

The supply of automobiles have been characterised by a sluggish growth of an
unevenly distributed capacity to produce vehicles. Most of the automobiles "produced" in
African countries are merely a result of the assembly of parts that are produced from outside
the region. This situation is not projected to change drastically even in the next 25 years.
As such the projected number of cars produced in Africa must be interpreted as the
equivalent value added that is involved in assembling a certain amount of vehicle units within

the region.

Table II. 12: Demand and Supply for Automobiles* (thousand units)

Automobiles

Vehicle

density

(Vehicle/000)

New vehicles

Replacement

1985

9.5

248.3

167.3

1990

10.5

297.4

223.1

1993

11.3

344.3

266.9

2008

Hist.

Scenario

15.5

726.0

655.1

Growth

rate per

cent

2.1

5.1

6.2

^^^EB^^^^=Si^^^^l "I Mini ■-

2008

Normative

Scenario

21.9

1254.1

736.4

Growth

rate per

cent

4.5

9.0

7.0
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The demand for and supply of passenger cars have been projected on a past historical
trends basis usually depending on growth of income and increases in population while the
demand for commercial vehicles depends mainly on the general level of economic activity.
On the basis of a historical elasticity of 1.7 and a projected growth or JDP of 3 per cent,
growth of vehicles is projected to increase by 5.1 per cent, ihis would imply that total
demand requirements would reach 1,097,800 vehicles by the year 2008. With replacement
rate of 3.9 per cent, the total annual demand for new vehicle! would amount 726,000
commercial vehicles by the year 2008. Under the assumptions that the domestic production

in terms of value added in car assembling would not exceed 10 per cent of the value of
assembled cars and that the region's assembling capacity will be within the range of 20 to
30 per cent of the total vehicles requirements, the domestic production is projected to reach
170,600 assembled vehicles, implying that imports would cover about 87.7 per cent of the

region's total vehicle requirements.

Under the normative scenario, it is assumed that production of assembled car will
increase, specially as a result of South Africa's entry into the market. With a growth rate
of GDP'of 6 per cent and the elasticity of 1.5 per cent, the growth of the demand for new
vehicles is projected to increase by 9 per cent. With the replacement growing by 7 per cent,

total demand would be 1,990,500 units by the year 2008. With the production assumed to
grow from 13 per cent in the historical trend to 20 per cent in the normative scenario, the

imports of cars will cover 78.7 per cent of the total demand.

(v) Iron and steel

Under the historical scenario and on the basis of per capita consumption of steel of
11 kg in the African region, total demand requirements of steel is projected to increase to
11.7 million tons by the year 2008. This would represent an annual increase of 2.9 per cent
between 1993 and 2008. Taking account of the small increases in capacity utilization from
existing plants and new installations, the capacity utilization of iron and steel is projected to

reach 37.8 per cent by the year 2008. This would be hardly enough to meet the trends in
demand requirements. On the basis of a self-sufficiency ratio of around 48 per cent, the
production of iron and steel would reach 5.5 million tons by the year 2008, implying a gap

of 5.6 million tons which would have to be imported (see table 11.13).

Table 11.13: Projection of demand and production of iron and steel in Africa in 2008

Total demand

1985

6.2

1990

7.1

1993

7.6

2008

Hist.

Seen.

11.7

Growth

rat;

Norm.

Seen.

20.6

Growt

h rate

6.9



46

Production

Balance

2.9

-3.3

3.3

-3.8

3.6

-3.0

5.5

-5.6

2.8 7.0

12.4

4.5

-

On the basis of the normative scenario, per ca; ta steel consump'ion in Africa will
grow at a rate of about 10 per cent per year, doubling every 9 years and will amount to 51,
68 and 122 kg by the years 1995, 2C00 and 2008 respectively. These estimates projected
demand for steel in Africa of 29.0 millions tonnes in 1993 and 124.5 millions tonnes in

2008.

Annual capacities of iron and steel plants (existing, under construction and under

Planning) are estimated at 13, 19, 25 and 52 million tonnes for the years 1990, 1995, 2000
and 2008. Assuming a capacity utilization rate of 50, 60, 70 and 80 per cent, production of
these plants could be estimated at 7.8, 12.8, 17,5 and 41.5 million tonnes resulting in
growing gaps between supply and demand of 19.7, 39 and 85.6 million tonnes for the years

1993, 1995, 2000 and 2008.

To cover these gaps, additional capacities are required amounting to 19,22 and 54,4
million tonnes for the years 1995, 2000 and 2008, taking into account the mentioned above
levels of capacity utilization and possibilities for installation of new plants at the level of 50,
60 and 70 per cent of requirement in the same years. Projected demand for steel, planned
and additional capacities and investment necessary for their establishment are shown in table
7. The gap between demand and new production will be around 7.4 million tons, which
would require an additional capacity of 10.6 million tonnes. Investment cost of the new
capacities to be installed are estimated at 2,000, 2,5000 and 3,000 US$ per installed ton.

Table II. 14: Projected Demand for Steel and Expected Capacities of Steel Plants in Africa (million metric tons)

Subregion

North Africa

We* Africa

. Sahel

- Non-Sahel

1993

demand

15.6

6.4

0.5

5.9

Capacity

9.8

4.6

0.1

4.5

Estimated

production

5.3

2.5

0.1

2.4

Gap

10.3

3.9

0.4

3.5

2008 Normative tread scenario

Demand

70.1

25.8

0.8

25.0

Capacity

33.4

13.1

6.6

12.5

Estimated

production

27.8

10.5

0.5

10.0

Gap

42.3

15.3

0.3

15.0

Other

requirements

27.8

11.7

0.2

11.5

Investment

83.0

34.5

0.5

34.0
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Central Africa

East & South

Africa

-East Africa

- Southern

Africa*

Indian Ocean

Countries

Total Africa

0.9

5.8

2.5

3.3

0.3

29.0

0.3

1.7

0.4

1.3

0

16 4

0.2

1.3

0.2

1.1

0

9.3

0.7

4.5

2.3

2.2

0.3

19.7

4.0

28.0

12.0

16.0

0.6

124.5

0.5

4.9

1.8

3.1

0.2

52.1

0.4

3.9

1.4

2.5

0.2

42.8

3.6

24.1

10.6

13.5

0.5

85.6

2.5

12.1

7.2

4.9

0.3

54.4

7.5

35.6

21.6
^-

14.0

0.7

161.3

Source: ECA Projection bated on data irom t*-c, uuciimuu

* Including South Africa.

wrt 1987.

(vi) Cement

The importance of cement as an input into construction shows that about 10 to 20 per
cent of the value of residential and non-residential building is accounted for by cement and
concrete products. Civil engineering works consume a relatively more important part of
cement. The high percentage consumption of cement in construction sector is therefore a

major determinant of the demand for cement.

Available statistical data show that during the period 1985-1993, consumption of
cement increased at an average annual rate of 6.1 per cent, while production was growing
at the rate of 6.0 per cent. Assuming that these trends will continue up to the year 2008,
consumption and production of cement is projected to reach 205.6 million tons and 161.6
million tons respectively. This implies a gap between consumption and production of 44.0
per cent to be covered by imports. The growth in per capita consumption of cement during
the second half of the 1980s was 4.5 per cent. Total consumption also grew at an average

annual rate of 6 per cent during that period. The periodic shortages in the supply of cement
experienced in some countries seem to indicate that the real demand for cement is much
higher than the amount actually consumed. Higher growth rates could, therefore, be expected

if there is an improvement in the supply of the material.

For the normative scenario, it is assumed that the total consumption growth rate of

8.5 per cent will be sustained over the period till the year 2008, the total consumption is
expected to reach a level of 287.6 million tonnes. This reflects a reduced growth rate in per
capita consumption from 4.5 to 3 per cent. The per capita consumption of 172 kg to be
achieved in 2008 would still be lower than the 1969 per capita consumption in other

developing countries like Argentina (194 kg) and Turkey (176 kg).

Table 11.15: Projections of Demand and -Supply of Cement*

(in million of metric tons)

2008 2008
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Cement

Consumption

Production

Imports

Per capita

Consumption

1985

52.8

41.8

-11.0

95.6

1990

70.9

56.1

-14.8

110.7

1993

84.6

66.9

-17.7

120.9

Hist.

Seen.

205.6

161.6

-44.0

188.5

Growth

ratr

6.1

6.0

-

3.0

Norm.

Seen.

287.6

260.9

-266

263.8

Growth

Rate per

cent

8.5

9.5

—

5.3

Source: ECA estimates.

* Including South Africa.

During the second half of the 1980s, the production of cement increased at an

average annual rate of 6.0 per cent. It is expected, however, that with concerted efforts to
increase the rate of capacity utilization in cement plants, the gap between consumption and
production could be reduced from 21.4 per cent to about 9.2 per cent by the year 2008,
giving a total regional production of 26.6 million tonnes to be covered by imports. Action
will have to be initiated to reduce this relatively high level of dependency of external sources

of supply of cement, given the abundance of raw materials for production of cement and
other alternative building materials in the region. Measures to increase the supply of cement
should not only involve the setting up of new production units, but also concentrate on the
improvements in capacity utilization of existing plants to at least 90 per cent. Rationalization
in the use of cement in construction should receive increasing attention as this will help to
reduce the pressure on its demand. Global estimates indicate that only 20 per cent of the
world consumption of cement requires the full strength of ordinary Portland cement. This
rationalization should, therefore, lead to the promotion of alternative building materials like
clay bricks for walling, intermediate binders based on lime and pozzuolana as a replacement

for cement in some construction applications.

Under the normative scenario, it is assumed that production will increase by 10.5 per

cent (against 6 per cent in the historical trends) to reach 2,991 million by 2008. This will
enable the continent to close its cement gap and achieve a surplus of 11.5 million metric

tonnes in 2008.

(vii) Industrial Processed Food

The food processing industry in Africa has suffered from the irregular supply of

agricultural raw materials and shortages of imported industrial inputs. As a result, the
processing of raw materials in African countries has stagnated considerably. For many crops,
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such as sorghum,

millet, cassava and

other starchy roots and

tubers, fruits and

legumes, there is very

little industrial

processing. The only

industries that have

done relatively well are

those processing

imported agricultural

commodities, namely

the breweries, and flour

- using industries.

These industries are

found in virtually all

countries in the region

mainly as a result of

the ready local market

for the manufactured

products - beer and non

- alcoholic carbonated

beverages.

DEMAND & SUPPLY OF CO€NT
MTHE YEAR 200S

1995 2008 HSR* 2008 MORMMNE

hmouchm

On the basis of

the historical trend scenario, production of industrially processed cereals is projected to reach
100.8 million tons just enough to cover 67.7 per cent of the total demand requirements of
149.0 million tons in 2008. The processing of roots and tubers would show similar declining
trend as production would cover only 78.9 per cent of total consumption requirements of

186.3 million by the year 2008.

Food loss in Africa between harvesting and actual consumption is estimated at about

12 - 15 per cent. Such a loss can substantially be reduced through industrial processing,
thereby increasing food availability without increasing the quantity produced. This combined
with the production and utilization of composite flours is likely to reduce imports of foods,
particularly wheat, leading to substantial savings in foreign currency.

Some indications of the quantity of cereals, roots and tubers and meat that may be
processed industrially and the corresponding investment requirements for the additional
processing capacities under the normative scenario are given in table 9. Except for the
investment figures, all figures correspond to those shown under agriculture. The investment

coefficients (dollars per ton of capacity) for estimating the investment needs for cereals and
meat were obtained from FAO 21/ while that for roots and tubers was estimated by ECA.

Table 11.16: Pmjections of industrially processed food

21/ Agriculture toward 2000, revised version, 1987.
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(in million of metric tons)

Total Demand

Cereals

Roots and Tuber

"Domestic Production

Cereals

Roots and Tuber

Processed Foods

Imports

Cereals

Roots and Tubers

SSR

Cereals

Roots and Tubers

Cereals

Roots and Tubers

208.1

107.9

100.2

172.9

75.0

95.9

0.5

-35.2

-32.9

-4.3

68.9

100.0

10.7

7.7

241.1

116.4

115.0

191.6

79.9

112.7

0.6

-38.8

-36.5

-2.3

69.4

100.0

70.0

16.8

1993

246.5

121.6

124.9

207.3

83.1

124.2

0.7

-39.2

-38.5

-0.7

69.7

100.0

29.2

26.9

2008

Hist.

Seen.

335.3

149.0

186.3

247.8

100.8

147.0

1.5

-87.5

-39.3

-61.8

71.1

100.0

192.0

283.3

urowm

Rate per

cent

2.1

1.4

2.7

1.2

1.3

3.3

4.8

5.5

1.6

12.3

0.1

-

13.4

16.9

2008

Norm.

Seen.

437.1

203.7

233.4

454.1

213.7

240.4

1.8

17.0

+ 10.0

+20.7

72.9

100.0

253.6

302.2

Growth

Rate per

cent

3.9

3.5

4.3

4.1

6.5

4.5

6.5

-3.6

0.3

-

15.5

17.5

Source: ECA/FAO/UNIDO Forest Industry Group for Africa.

(a) Investment in million of US dollars to install additional capacities for industrial

processing.

(viii) Textile Products

The projected demand for and production of textile fibres is given in table 10. The
demand projections were based on desirable but feasible per capita consumptions of 3 kg in
1990, 4.1 kg in 2000 and 5.1 kg in 2008. It should be noted that the projected per capita
consumption of 5.1 kg in 2008 is not very different from the 4.7 kg for Cote d'lvoire in
1973 and contrasts with the 11 kg worldwide projection for the year 2008. Considerable
financial investment and trained manpower will be required in order to produce and process
the additional cotton fibres needed. It is estimated that additional investments by the year
2008 for textile mills based on cotton will be about us$ 7.4 billion at 1985 prices. This will
apparently be larger if the gaps in cotton availability in the years 1990 and 2008 were to be
closed. Investment needs for the production of other fibres (natural and man-made) which
account for the major part of the gaps (balances) under all textile fibres vill be enormous.

Table 11.17: Projections of demand for and production of textiles in Africa
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(in million tons)

1. Cotton Fibres

- Demand

- Production

- Balance

2. Other Fibres

- Demand

- Production

- Balance

3. All textile

Fibres

- Demand

- Production

- Balance

1985

0.8

1.4

-0.6

0.5

0.1

-0.4

1.7

1.4

0.3

1990

1.2

1.6

-0.4

0.8

0.2

-0.6

1.9

1.7

-0.2

1993

1.4

1.7

-0.3

0.9

0.3

-0.6

2.1

1.9

-0.2

2008

Hist.

Seen

3.8

2.6

-1.2

2.3

0.9

-1.4

3.1

3.2

-0.1

Growth

Rate per

cent

6.8

2.8

6.5

8.0

2.8

3.6

2008

Norm.

Seen

4.5

5.1

0.6

3.2

3.9

0.7

5.

5.6

0.0

Growth

rate per

cent

8.0

4.5

8.9

10.0

6.8

7.5

Textiles subsector would continue to face a number of problems arising from i
d bi idtil i

Textiles subsector woud p

irregular supplies of raw material and lack of spare parts and basic industrial inputs. With
the historical growth trends of 1.6 per cent which is assumed to continue under the historical
trends scenario, production of textile fibres would reach about 1.8 million tons. With pej

cjjrila consumption of 5.1 kg in 2008, total demand requirements would be around 5.8
million tons. With these trends, self-sufficiency will drop to only 31 per cent and the region
as a whole will become more dependent on imports of textile to the tune of over 3 million

tons by 2008.

(ix) Wood-base products

There has been poor growth in the group of wood-based industries. After a sharp

decline during 1985-1990, value added in the wood industries in constant 1980 prices
recorded some recovery during 1990-1993 with a growth of 3 per cent. The performance of
the various product groups are varied. While furniture and fixtures followed the same trend
as the whole subsector, paper and paper products showed a positive growth of 2 to 3 per cent

between 1985 and 1986. On the basis of the continuation of such trends, sawn-wood and
wood-based panels, and paper and paper products are projected to grow by 2.7 per cent and

3.2 per cent during 1990-2008 respectively. With such increases, the demand-supply gaps

as a proportion of total requirements would reach 53.4 per cent for sa ,vn-wood and 69.8 per

cent for paper and paper products by the year 2008.
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Table 11.18: Projection of He-mand for production of wood-based Products in Africa

(in million of metric ton)

1. Sawnwood and

wood-based panels

- Demand

- Production

- Balance

2. Pulp for Paper

- Demand

- Production

-Balance

3. Paper & Paper

Board

- Demand

- Production

- Balance

1985

13.8

8.2

-5.6

0.9

0.7

-0.2

3.2

0.6

-2.6

1990

16.7

9.4

-7.3

1.3

0.9

-0.4

6.0

0.7

-5.3

i993

18.6

10.2

-8.4

1.6

1.0

-0.6

8.1

0.8

-7.3

2008

Hist.

seen.

32.6

15.2

-17.4

5.3

1.6

-3.7

36.8

1.4

-35.4

Growth

rate per

cent

3.8

2.7

8.3

3.2

10.6

3.5

2008

Norm.

seen.

34.5

26.2

-8.3

6.2

4.2

-2.0

41.5

22.7

1.8

Growth

rate per

cent

4.2

6.5

9.5

10.0

11.5

30.0

: ECA/FAO/UNIDO Forest Industry Group in Africa.

Projections of demand for and production of wood-based products under the normative

scenario are given in table 11.18. The striking features of this table is that demand, by far,
exceeds production in all cases and that the gap continues to grpw over time. By the year
2008 self-sufficiency will be about 75.9 per cent in sawn-wood and wood-based panels, 67.7
per cent in pulp for paper and about 54.6 per cent in paper and paper board. It is evident that
more and more of the logs exported should be processed locally to improve the self-
sufficiency ratios. It should be noted that, in the case of the sawn-wood and wood-based
panels, the technologies used are relatively simple and investment requirements are relatively
low. In view of this, immediate measures could and should be taken to minimize such huge
and growing gaps. In respect of pulp and paper, intra-country cooperation will be needed to

substantially raise the self-sufficiency ratios.

tc\ framework for industrial policies and strategies
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African industrial policies and planning have not been conducive to innovations nor

have they facilitated a systematic mobilization of all inputs. They have not put sufficient

emphasis on such aspects as research and development (R & D) and training of required

technical skills. The resulting lack of technology mastery explains, to a large extent, the high

rate of replacement of installed equipments by new ones. Generally, research centers operate

in isolation from existing industries. Similarly the latter are also not substantially related to

technical and engineering training institutions.

BOX 2

THE STATE OF SCIENCE AND TECHNOLOGY TOR Africa's INDUSTRIAL

DEVELOPMENT

The low level of scientific and technological capacity and research and development

(R&D) application is one dominant root-cause of Africa's continued industrial

underdevelopment. To create a science and technology culture, it is important to introduce

science and technology subjects in elementary and secondary schools, to strengthen

technical training, and to evolve an enabling environment which makes the needed

technology widely available. Sensitization of community leaders to the benefits of science

and technology and popular appreciation of science and technology by all, including

women and children, are also essential.

However, few African countries have as yet invested in endogenous capacity building

in science and technology and in industrial research & development (R&D), and in fewer

still has there been a demonstrable impact from the little investments made. In many

African countries, science and technology continues to be constructed narrowly as high-

level scientific research and manpower training, while the application of off-the-shelf

science and technology has been largely ignored. There have been little or no efforts at

applying scientific research results and findings to local development. For one thing, the

bulk of the adult population remains functionally illiterate while scientific and technical

education at primary, secondary and tertiary levels are often not in tune with the

requirements of modern scientific and technological development. As regards higher

education, the rising number of unemployed graduates and the ensuing brain drain indicate

that curriculum needs to be better adjusted to the needs of private industries since public

employment is no longer the panacea it was believed to be. Nor are adequate incentives

offered to scientific and technological personnel, or to developers, users and entrepreneurs

to commercialize technology products. Only tewnty-eight African countries had in place

some form of multi-sectoral body for coordinating scientific research and for policy

formulation by 1986, and the number of fully-fledged Ministries of science and technology

in the region remains small. The overall number of policy-making organs in the African

region in the different sectors of agriculture, medecine, industry, environment rose from

69 in 1973 to 197 in 1986.
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The funding of science and technology in Africa needs to b dramatically increased
through the provision of seed and venture capital, credit and fore^ direct investments and
licensing. A major effort must then be made to enpir^ that sr. adequate and competitive
investment climate is put into place. The science and technology regulatory context must

be improved through the strengthening of intellectual property laws and standards, through
the revision of trade laws and regulations to make them more supportive of indigenous
technology development and through the revision of technology transfer laws and
regulations so as to provide more public assistance in the acquisition of needed foreign
technology. Science and technology infrastructure and services must also be strengthened
through either the creation or improvement of science and technology policy institutions,
technology transfer institutions, technology information institutions, research and
development institutions and engineering and design institutions. R&D effort must be
reoriented towards and better connected to industry in order to be fruitful. Cooperation and
collaboration among African countries must be strengthened, and science and technology
facilities (training, special services, equipment, experts, ...) must be shared in order to
fully exploit and make the best out of meagre resources. In this respect, the drafting and
implementation of the science and technology protocol of the Afncan Economic
Community will be instrumental. Cooperation and coordination with donors,

intergovernmental organizations (IGO), other developing countries and UN agencies is also

imperative in order to maximize results.

In designing projects and manufacturing plans, planning and choice of production
techniques have not been accorded the priority they deserve. The rate of capacity under-

utilization, in many cases, is a reflection of the wrong choice of technology. For example,
its inappropriateness to locally available raw materials, the failure to make proper choice of
raw materials or to determine viable and reliable sources of intermediate and capital inputs
at the planning stage, the neglect of inter- and intra-sectoral linkages and the neglect of

market and marketing strategies.

The process of restructuring and rehabilitation of African industries is being prepared

without clear industrial policy directives on the identification and closure of some of the
negative value added enterprises so that the scarce resources could be directed towards the

rehabilitated plants. Most of the subregional or multinational industrial projects identified
within the framework of the first IDDA are still at the identification or pre-feasibility stage
because of the difficulty in implementing the political will expressed by African countries in
various forums. The industrial policies, planning and strategies formulated and adopted by
most African countries at the eve of their independence are inadequate ai d could not bring
about the structural transformation envisaged by the year 2008 for a seif-reliant and self-

sustained development unless they are replaced by new ones.
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In order to ensure that the critical elements in transforming Africa's industrial sector

are efficiently implemented, appropriate policies and strategies need to be formulated. The
strengthening and diversification of the production sector require that African economies

should be transformed from their present agricultural and raw materials exporting states to

industrial economies producing a variety of goods for local use and export. To achieve this,
there must be radical changes in the pattern of investments with resources shifting from
predominately commercial and speculative activities to the industrial sector including public
and private, large and small-scale industry. It should be realized as soon as possible that the
satisfaction of domestic demand, especially the one generated in the agrcultuial sector from
the majority of the population, should constitute the basis for industrialization in Africa. In
addition, the creation of broad-based structures of research and the increase in scientific and
technological manpower, through the expansion of university system and OLher capabilities

should be stepped up.

The above requirements call for a total commitment to industrialization by the

poUtical leadership and decision-makers in Africa, through the setting up of industries that
produce basic and strategic commodities such as capital goods industries (agricultural

equipment, transport equipment, etc.), intermediate goods industries (fertilizers, iron and
steel, cement, etc.) and consumer goods (food industries, textiles industries, forest-based
industries), as projected in the respective subsectors. Thus without meeting the necessary

demand for tractors and agricultural equipment, foods self sufficiency targets will not be met.

Similarly, failure in fertilizer production will undermine agricultural production.

It should be realized, therefore, that such industrialization strategy will require a

selective disengagement of the African economies from the present global international
economy and appropriate re-linking with a view to building up the necessary industrialization

capabilities. These include, in the long-run, heavy industries that are indispensable for
building up a sustained rate of industrialization and, consequently, of economic growth. They
also include, in the short and medium-run, small-scale industries that are required to achieve
the twin objectives of increased employment and adequate supply of consumer goods.

It should be stressed that African governments should take the primary responsibility

in the establishment of heavy industries especially chemical, metallurgical engineering and
building materials industries. Such industries require a substantial increase in investment

which may not attract foreign resources and which should therefore be given priority in the
public investment programme. Indeed no African private entrepreneur has the required
natural, human and financial resources as well as the adequate technological know-how to
establish such industries and make them economically viable. Thus, advocating less state

intervention in such context, is simply denying African countries from aspiring to the gains

of industrialization, and maintaining their backwardness and continued dependence on the

industrialized countries.

African government should also take the lead in the establishment of scientific
research and development infrastructures including, inter-alia. networks of high-quality

research laboratories, mission-oriented institutions for research and envelopment in selected
areas, etc. Moreover, African governments should also devise poi -ies for technological
capability building, for example through appropriate technology imiv-rt in connection with
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the operation of large-scale industries by nationals, or through the setting-up of national

engineering consultancy companies affiliated with foreign companies, etc.

For the establishment of both heavy industries a*d technciv6itcl infrastructures,

African governments, taken individually, may not fcrve the necessary capability. It is
therefore essential to enhance subregional cooperation. Indeed, a major thrust of the
programme for the first industrial Development Decade for Africa (1981-1990) (TODA I) was
the promotion of metallurgical, engineering, agro- and forest-based, and building material
industries. In this regard, subregional integrated programmes including specific projects were
agreed upon in all subregions. Similarly, regional scientific and technological institutions

were set up to promote the development of research and technological manpower. The fact
that such collective endeavours did not yield the expected results does not invalidate their
relevance. On the contrary, African countries have increasingly realized that their survival
depends on the integration of their economies especially their production systems. Indeed,
it is encouraging to note that, for the 1990s which correspond to the second IDDA
proclaimed by 44th session of the United Nations General Assembly, the existing subregional
grouping are formulating integrated industrial development programmes.

As indicated earlier, the industrial strategy in the context of AAF-SAP also includes

the promotion of consumer goods industries aimed at satisfying mainly the demand of the
large rural population. While heavy industries would be, at this stage, the exclusive
responsibility of the governments, individually or collectively, cottage and small industries,
generally private-owned, are particularly suited for the consumer goods subsector as well as
for simple engineering items such as agricultural implements, simple tools, steel wires, and
semi-durable consumer like electric fans, bicycles, etc. It must be emphasized that these
industries must also be established with a view to utilizing local resources and increasing
employment, which are essential elements of AAF-SAP. Also, they must be adequately
supported with policies aimed at providing raw materials, energy, technical advice, marketing

and protecting them against intensive competition by foreign companies.

Financing is also a major aspect if the industrial strategy is to sceed. For the basic

industries, it is important that public investments be substantially increased since external aid
and even direct investment are not likely to be attracted by such industries. For cottage and
small-scale industries there is a need for establishing specialized financial institutions and for

specific policies aimed at providing adequate and affordable investment resources. In this
regard, differential interest rates should play a major role in discrimination in favour of
cottage and small-scale industries that increase employment and contribute to the achievement
of local self-sufficiency in respect of certain types of essential consumer goods.

Finally, the industrial strategy which has been advocated above should also take into

account tiiC need to rehabilitate existing industries. Indeed, there is, in most countries,
distressing evidence of low productivity and low capacity utilization of many industries.
Therefore, revitalizing existing industries, in both the heavy and small-scale subsectors,

should receive priority, as they generally do not require large investment outlays. In this
regard, special attention should be given to such aspects as replacing obiolete equipment,
introducing preventive maintenance systems, manufacturing parts locally, with a view to

increasing productivity.
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The long-term development through well programmed industrialization strategist

policies will strengthen the capacity to cope with short-term adjustment brought about by
external factors for which African countries have, presently, no mechanism to withstand. In
the final analysis, an industrialization process based on a normative scenario advocated here
and which takes into account the elements contained in the above African Alternative
Framework (AAF-SAP) as well as those proposed for the Second Industrial Development

Decade for Africa (1991-2000) should contribute to bringing about the socio-economic
structures in which human resources play a central role as both producers and consumers.

Such process should also, by design, ensure strong intra- and inter-sec-oral iinkages called

for in the Lagos Plan of Action.

(d) Hftginnai and suhrepional cooperation in industrial

Most African countries, particularly the African LDCs, have small economies

characterized by low income, low population (demand), low domestic resource base and low

export potentials. As individual countries, most them cannot embark on any meaningful
industrialization. In addition to low level of social and economic infrastuctural development,

they have acute manpower shortage, especially at the managerial and skilled levels. Their
problems are exacerbated by the uncertainty of natural and man-made disasters. Their
economic situation compels them to choose small sized plants in their limited industrial
development efforts because of the high degree of uncertainty, lack of the organization and
technical capacity to handle large plants, low capacity (domestic and external) mobilization
and limited domestic market. Small sized plants result in diseconomies of scale, low

efficiency, high cost of production, and preclude access to the export market. Domestic and
external supply bottlenecks, among other factors, impose under capacity utilization in the few

manufacturing enterprises.

Therefore, African countries can get around the problem of industrial excess capacity
by planning and implementing their industrial development through cooperation at the

regional and subregional levels for the mutual benefit of all concerned. A regional approach
will remove the market bottleneck and facilitate the choice of larger plants for the wider
market. The choice of larger plants will among other things increase efficiency create

employment, reduce the unit cost of production and increase the competitiveness of the

products with imports, as well as open up export options.

Regional approach to industrialization opens up the prospects for the removal of supply
bottlenecks and specialization at the various stages of the production process. One of the
major problems in the industrial development of African countries is their inability to be

involved in the industrial process from the primary product development level to the final
manufactured product level and the marketing. Regional approach to industrialization will
facilitate the involvement of those countries in the primary, secondary and tertiary stages of

production, as well as supporting auxiliary activities.

It will be possible for countries to specialize in certain aspects for example in iron and
steel projects, the ore can be mined and processed in one country and ihen shipped to another

country within the region for further processing into billets. The bi cts can be made into
bars, rods and sheets in another country and then marketed in the i^gional market. In a
petro-chemical complex, the crude petroleum produced from one cour'ry can be refined in
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another country. While the bye-products can be shipped to third country for further
processing to the petrochemical products in the region. The regional surpluses of the products
at the various stages of production can be exported. There is howevi: a ne^d to ensure that
the various industries in the various complexes (primary, secondly and tertiary) are
equitably distributed among the various countries. To a > age extent, activities at the regional
level will reduce considerably the raw material bottleneck and foreign exchange difficulties
as industries will be planned and programmed with due consideration for the regional
resources endowment (human and material). Manopower constraints will be more easily

handled under the regional arrangements.

Experience in some African countries indicate that shortage in industrial skills in some

occupations may co-exit with surpluses in others. This suggests that the shortage of skills
may be more acute at country level than at the regional level, if adequate arrangements are

worked out for the free movement of labour, it is then easier to carry out manpower

development for specific skills at the regional level. Specialized institutions can be located
in the different countries to serve the needs of all the countries in the region. The
development of economic infrastructure like road and communication can be more
meaningfully carried out at the regional level. Substantial economies of scale can be gained
by developing power facilities and carrying out research in major areas like agriculture,
industry and natural resources for a group of countries. This regional approach is especially

important for the needs of land-locked countries.

The dependence of African countries on foreign technology is one of the major factors

that result in excess capacity in industries. In cooperation with each other, African countries
can set up a regional centre for the development and adaptation of technology, as the ones
that have already existed in some sub-regions (West Africa, Nigeria). These centres can also

be responsible for research and production of raw materials, and spare parts. It is also
possible to set up facilities at the regional level for the production of capital goods, and

intermediate capital goods.

There is no doubt that a lot of scope exists for dealing with the problem of industrial
capacity under-utilization among African countries more decisively at the regional level. It
is, however, necessary to set up the political and economic framework for discussion and
implementation of the necessary programmes within the existing subregional or regional
institutions. There is need to identify projects requiring cooperation at the subregional and
regional levels with a view of reaching speedy decisions on intra-African cooperation.
Among others, equal attention would be given to physical infrastructure, institutional

mechanisms, environmental considerations, technology and, above all the manpower

requirement for the implementation of the industrial programmes and plans. Actions are to
be taken in the areas of science and technology, energy, the development of industrial
technology manpower, especially management skills required at the national level for
planning, implementating and operating the industrial projects. A technology programme

would include research and development, standardization and quality control, engineering
design and technology adaptation, and the strengthening of negotiating capacities for the

acquisition of technology. A detailed assessment of the financial requirements should be
undertaken as well as appropriate approaches for the mobilization of domestic and external
resources for the implementation of the programmes, especially for investment in viable
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projects. Special efforts should be made in the development and utilization of local inputs for

local industries as it will contribute to the creation of sectoral linkages.

BOX 3:

DEVELOPMENT PROSPECTS FOR THE INFORMAL SECTOR IN Africa

A survey conducted in 1993 at Yaounde for the Ministry of Economic and Physical Planning

revealed that the non-agricultural informal sector produced CFAF 95 billion worth of goods and services

along with the generation of CFAF 55 billion of value added. To give some Hea oi ihe economic

importance of the informal sector to the national economy, it was esti-^ed that informal sector

production matched that of the modern industrial sector and produced iu excess of SO per cent more value

added.

Mainly catering to the domestic market, the principal outlet of the informal sector are the low-

income households. More than 80 per cent of the demand it meets in Yaounde is tor household

consumption goods.

The survey further revealed that the average age of informal production units was five years.

The fact is that this average conceals a great diversity of establishment dates with the coexistence of
relatively old businesses (7 per cent having been established in 1980 and nearly 20 per cent before 1985)
and businesses which have just come into operation. Accordingly, one quarter of the production unit are

less than one year old and half the total number were established after 1990. The highest longevity rates

can be found in the dressmaking and construction sectors (respectively 10 and 7 years) while the

catering, agro-food industry and processed goods trades are far younger on average. The sheer number
of recently established informal businesses confirms the assumption that the informal sector is strongly

growing as the best way of absorbing labour in time of crisis.

In spite of the economic difficulties, informal sector producers remain hopeful since nearly 70

per cent of them consider that their own businesses have a future. Their positive outlook goes beyond
the mere feeling that the informal sector will be called upon to play a primary role in the coming years.

Indeed, 54 per cent of informal sector business entrepreneurs in Yaounde would like to see their children

take over their business if they so wish. The sector is therefore closely associated with a currently

empowering social and economic integration system in Yaounde. The same can be said about many

African cities where informal sector promotion activities are being increasingly incorporated in

government policies. Development partners, research fellows, associations, non-governmental

organizations and international organizations are becoming more determined to provide sustained

assistance to informal sector operators.

In Burkina Faso, Benin, C6te d'lvoire, Ghana, Mali, Senegal, the Niger, Ethiopia, Zambia,

Tunisia and Morocco (to name but a few), genuine informal sector producer associations have been set

up and are undertaking participatory development projects. The goal of these associations is not only to

improve the technical skills of their members and the quality of their products, to learn modern methods
of management and to establish solid contacts with the modem sector but also to defend their interests as

professional groups and to learn new production methods that have succeeded in other regions of the

world.

The development prospects of the informal sector in Africa are therefore promising and its

contribution to national development will doubtless remain significant.



60

Finally, the actions at the subregional and regional levels should include the preparation
of industrial policies and programmes within the strategic industrial subsectors and areas at
the subregional and regional levels to promote industrial complemeivtrity based on specific
resources endownment of each African country as well as *oint and'oi cross participation to
optimize limited investment resources and to enlarge the .narket. uthir areas of cooperation
include information systems to exchange industrial training, energy, engineering consultancy,

trade in manufactures, industrial inputs and ra* materials, the harmonization of fiscal and
trade policies and the coordination of national industrial development plans.

(e) Some Policy Issues

A two pronged approach to industrial development seems to be necessary in view of
the worsening industrial situation. The first should be to make existing production facilities
operational through rehabilitation following diagnostic studies. Concurrent or subsequent to

the rehabilitation, measures should be taken to maximize the uses of and benefits from the
existing facilities through rationalization and diversification of processes and products. The
premise here is, that it is in general expedient and cheaper to increase and diversify
production by providing incremental equipment, working capital and manpower to an existing
infrastructure. In some instances, it is even possible to introduce multipurpose equipment
which could produce different products in shifts. All these require detailed diagnostic studies
which should identify, and propose solutions to technical, managerial, operational, financial,
and other problems related to rehabilitation, rationalization and diversification.

The second approach relates to the long-term development of basic and resource-based
core industries, particularly those that could produce intermediates for existing industries
starved of such inputs. As has been argued earlier the need for developing basic and
resource - based industries is urgent and overwhelming. The question now is when should
such industries be established? Obviously the answer is as soon as possible. In other words,
activities leading to the establishment of these industries should start immediately for delays
in doing so means worsening economic problems for and hardships of the people.Almost all

basic industries that produce intermediates for other industries and sectors are unfortunately
sensitive to economies of scale and require large markets and huge investment. They are
therefore outside the reach of most African countries - hence the multinational/subregional
approach as the only viable option for developing basic industries in Africa which could

result in a dynamic industrial structure.

From the above it is then clear that urgent and aggressive follow-up actions should

be undertaken in respect of pre-investment activities related to the subregional projects
already approved by African countries and referred to earlier. Some of the projects have been
assigned promoter/sponsor countries or intergovernmental organizations (IGOS). This should
be done iU the rest of the projects in all subregions. Such countries and IGOs should have
the primary responsibility for promoting and carrying out pre- investment activities and

studies on projects entrusted to them. Their expertise and financial needs should, of course,
be supplemented by resources from UNIDO, ECA, other United Nations Specialized

Agencies and bilateral and multilateral donors. To this end, subregional meetings should be
organized to review the progress made in respect of the projects already identified, consider
new projects, allocate projects to sponsor/promoter countries and IGO and agree on
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procedures for carrying out and monitoring their responsibilities and on modes of

cooperation.

Success in the above approach will depend upon the support and commitment of the
member States and IGO. Past cooperation attempt and approaches on multinational projects
have not yielded the desired results. The major factor for this was lack of political will and
resolve on the part of member States. There is no doubt that the process of de-
industrialization will continue to aggravate the economic and social problems of most African
countries unless industrial cooperation is backed by political support and commitment at the

highest level.

Minimizing the effects of de-industrialization and other factors against industrial
recovery will undoubtedly require actions at the national, subregional, regional and

international levels.
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C. An Optimal Energy Balance

1. i

Africa has a tremendous energy potential. It has 6.2 per cent of the world

reserves in crude oU and nearly 7 per cent of natural gas reserves. Its crude oil reserves
are estimated at 62 billion barrels a day and natural gas at 344 trillion cubic feet. The
bulk of natural gas is produced together with crude oil. However, there is also a huge

deposit of proven but under-exploited reserves of natural gas not produced with oil on

the shores of Nigeria, Cameroon, Cdte d'lvoire, the Sudan and Tanzania.

Africa's potential hydro-electric resources are estimated at 300 gigawatts of which
less than 4 per cent has been exploited. Estimates of Coal resources have reached the
163 billion tons mark, with more than 95 per cent in South Africa. Other countries
with significant reserves are Botswana, Swaziland, Zimbabwe and Mozambique. Africa
is equally endowed with significant forestry resources.

Africa's energy resources are unevenly distributed in the subregions while at the

same time they are seriously under-exploited. The following charts show the energy

potential and resource distribution across the world and within Africa. Such potential
could be a launching pad for Africa's economic integration and intra-African trade
which remain weak despite these avavilable essential ingredients for Africa's sustained

and self-reliant development.

The 1988 energy projections have been updated for crude oil, natural gas,

electricity and coal, using the same method which consists of estimated per capita
elasticity coefficients, per capita consumption, exports and imports. An annual 3.2 per
cent increase in the GDP per capita was projected for Africa under the UN-NADAF; for
1993, a growth rate of 3.3 per cent of the GDP of the OECD countries has been
considered whUe from 1994 to 2008, the growth rate of the GDP of these countries is
assumed to be 4.9 per cent, this assumption is based on the central scenario of the 1992
IMF's study for the world economy. By UN's accounts, Africa's total population grows

at an annual average rate of 2.8 per cent. Projections were also made for per capita
consumption, total consumption, imports, exports and overall production.

The reference year is 1993; energy resources, demand and supply are briefly

touched upon; also addressed are the perspectives for the development of the overall

sector as a general framework for projections up to 2008.

2. I^T"*1"1

The level of demand for energy is reflected by the following facts and figures:

Energy consumption has been very low. For instance, in 1992, per capita consumption

of coal in Africa was 210 kg compared to a world average of 637 kg; that of crude oil
was 158 kg against a world average of 551 kg. Per capita consumption of natural gas
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and electricity stood respectively at 2,298 megajoules and 2,188 kilowatt-hours. Energy
consumption is very uneven across the subregions. For instance, in 1992:

(a) 54 per cent of crude oil was consumed in North Africa, 24 per cent in

Southern Africa and 18 per cent in West Africa;

(b) With regard to natural gas, North, West uid Central Africa consumed
respectively 87.16 per cent and 2 per cent in 1992 while East end Southern Africa

consumed very little natural gas;

(c) Per capita consumption of coal was 1,987 kg in South Africa, 551 kg in
Zimbabwe; in Morocco and Algeria it was 69 kg and 50 kg respectively while the figure

stood at 23 kg for Niger and 1 kg for Nigeria; and

(d) Only comfortable city dwellers could currently afford household use of

electricity.

The weak demand for energy derives from the low development of the petroleum
industry which in turn accounts for the meagre earnings from, and the under-
development of the production sector and modern services. In 1992, for instance,
Africa's per capita consumption of petrol was the lowest in the world with 31 kg
compared to 37 kg in Asia, 105 kg in South America, 319 kg in Europe and 845 in
North America. On the whole, refinery capacities are low (less than 4 per cent of the
world capacities). Hardly one third of the crude oil produced in Africa is refined
locally. In fact, the refinery capacities of African countries vary widely, from less than
10 per cent in Angola, to hardly 25 per cent in Nigeria and about 60 per cent in Egypt

and Algeria.

Furthermore, most of the local refineries are not operational, nor are they
competitive. They are generally burdened with aging equipment badly in need of
maintenance and repairs, low utilization of the available capacities and prohibitive costs

of production.

3. Supply

crude oil and natural gaa

Expanding Africa's production base requires technology, financial resources and
foreign technical skills, whereas investment in exploration and research in the continent has
continously declined since the late 80s. Exploration has increasingly been restricted to the
proven offshore deposits in currently oil producing countries. Oil prospecting companies are
seemingly more attracted to other developing countries in Asia and the Pacific with more
promising markets and better conditions for safety and political stability. Similarly, Latin
America has become an area of preference for the exploration and exploitation of natural gas
owing to the success of privatization there. In 1995 for example, '54 per cent of offshore
investment was made in North America and North Fast Europe, 15 -;er cent in the far East,
10.1 per cent in Latin America and only 7.7 per cent in Africa.
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Inthecircumstance,operatingnewoilwellsisnotencouragingsincethosecurrently
inoperationaccountforlessthan1percentoftheworldtotalproductionin1992.Evenin
countrieslikeMozambique,theSudan,Tanzania,theNiger,CentralAfricanRepublic,Chad,
wheretherearehighchancesofdiscoveringoilandgas,thedevelopmentoftneoilsector
seemstobehamperedbyvariousobstaclesincludingthelackandhighcostofinfrastructural
facilities,transportproblems,smalllocalmarketsandinadequateenergypolicies.

Generally,themarketsforpetroleumproductsarecompartmentalizedwhiletransport,

distributionandcreditsystemsareineffectiveandstoragefacilitiesareinadequateaswellas
othersupplyproblems.Unlikeotherpartsoftheworld,Africangovernmentsaremostoften
majorityshareholdersinoilcompaniesandrefineries;notonlydotheyfixandcontrolprices,

theyalsoregulatesupplies,refineryactivitiesanddistribution.

mlBctrlcity

WiththeexceptionofSouthAfricaandEgypt,electricitydistributionandproduction

inAfricaischaracterizedby:

Isolatednetworkswithorwithoutinter-connectionbetweenStates;

Lowyieldfromthermalstations;

Lowproductioncapacities;and

Highdistributionandtransmissionlossesofupto30percent.

ElectricityinAfricaisalmostsolelysuppliedbythegovernments.Itiscentralized
virtuallythroughouttheregionandsubjectedtobureaucraticregulations.Significant
investmentsweremadeinthepasttobuildproductioncapacitiesbuttherewerenotenough
distributionfacilitiestoguaranteetherationaluseofsuchcapacities.Notonlywerethe
installedcapacitiesunder-utilized,theywerealsopoorlymaintained.Theybrokedownoften
andthuscausedprolongedpowercutswhichfurtherexacerbatedthelargelyunsatisfied
demandinallAfricansubregions.Inthe80s,therewasaseriousdeteriorationinthe
performanceofthesectorandacrisisintheelectricitymarketcompellingtheheavily
indebtednationalelectricitycorporationstoembarkonreformprogrammes.
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Box4

EXPERIENCEOFSUBREGIONALCOOPERATIONINTHE
HYDROELECTRICITY

SECTORINTHESADCC

TheCaboraBassaDam,ontheZambezidownstreamofKariba,wasbuiltoverthe
period1969-74largelybySouthAfricancontractorsonthebasisofacontractwithwhat
wasatthesametimetheElectricitySupplyCommissionofSouthAfrica(ESKOM),which
undertooktopurchase80percentofavailablepower.Twoseparatedmonopolar
transmissionlines,operatingat+533kV,and-533kV,withearthreturnwereconstructed
betweenCaboraBassaandtheApollostationoutsidePretoria,adistanceof1,360km.A
longerroutethroughMozambiqueterritory,avoidingZimbabwe,waschosenbecauseofthe
fearofpoliticalandmilitaryinstabilityinwhatwasthenRhodesia.Atthetime,oneofthe
largestdirectcurrent(DC)transmissionsystemsintheworld,thetransmissionlineswere
putintousein1977.However,theyhaveeffectivelybeeninoperativesince1981dueto
MNRactivity,inparticularasophisticatedsabotageattackin1985whichdestroyedsome

514pylons.

AtpresentonlythesouthbankpowerstationhasbeendevelopedatCaboraBassa,this
faciUtyhavingfive415MWgeneratorsets(atotalof2,075MW,slightlymorethanthe
totalinstalledcapacityofallthepowerstationsinZimbabwe).Itisenvisagedthata
furtherfoursetswillbeinstalledinthenorthbankstationinduecourse.Poweris
distributedfromtheSongosubstation,whichincludestheAlternatingCurrentDirect
Current(AC-DC)convenorforthehighvoltagedirectcurrenttransmissionlinestoSouth
Africaaswellastransformersfor220KvACtransmissionlineswithinMozambique.
Threesuchlineshavesofarbeenbuilt:toTete,throughTetetoCaiaandtoChibatanear
ChimoioinManicaProvince.Thepowerrequiredbycustomersontheselinesisonlya

fewpercentofthecapacityofCaboraBassa.

AnnualrevenueforMozambiquecouldbeoftheorderofUS$200mwhenCabora
BassaexporttoSouthAfricaisfullyoperationalandprovidesacontinuoussupply.Thisis
approximatelytwiceMozambique'scurrentlevelofmerchandiseexports,sowouldmakea
verysignificantcontributiontothenationaleconomy.Itwouldalsomeanasavingon

importsofpowerfromSouthAfrica;atpresent,aboutUS$1mpermonthispaidby
MozambiquetoSouuiAfricaforpowerimportedintotheMaputoregion.WhenCabora
Bassaisoperational,thePowerwouldbeboughtbackmorecheaplythroughabuy-back

arrangement.

Reference:SADCSMNB=(RENAMO)______

coal

Africa'scoalmarketsareunder-developedwiththeexceptionofSouthAfricawhich
possessesthelargestquantity.Inadequaterailwaydevelopmentandarmedconflictshave
overtheyearshamperedthedevelopmentofintra-Africantradeincoalwhichmightmake
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upforthescarcityoffirewoodespeciallyinSouthernAfricasincethemajorityofbothrural
andurbanpopulationstillusefirewoodextensively.Firewoodtraderemainslargelyinformal
whiletheenerg\sectorlacksanintegratedpolicyandplanninglikelytoguaranteelong-term

regularhouseholdsupplies.Themarketisseriouslyfragmentedandonlylocatednearsupply
sourcesinviewofitslowcostofacquisitionandthehighcostoftransport.InmanyAfrican
countries,demandoutstripssupplythusresultinginseriousshortagesespeciallyinhighly-

populatedareas.
Theuseoffirewoodbringsalotofpressureonforestryresourcesandincreasesthe

rateofdeforestation.AnnualrateofdeforestationinAfricaisestimatedat3million
hectares.Thescarcityoffirewoodhasdireconsequencesinmanycountries;inpoorrural
households,womenandyoungchildrenwhoarethemainproviders,spendagreatdealof
timelookingforfirewood.Notonlyisfirewoodscarceinthecities,itisalsoexpensive.

Therewerenocomprehensiveenergydevelopmentstrategiesinthepasttoaddress

theproblemsfacingthecontinent,norhastherebeenaneffectivecoordinationofnational
energypoliciesatthesubregionalandregionallevels.Itishopedthaton-goingpolicy
changesinAfricawillbringaboutagenuinerecoveryofAfricaneconomiesofwhichthe

energysectorwillbethemainpillar.

4.Generalperspectives

Theabove-mentionedproblemscanonlybesolvedbyspeedingupthedevelopment

ofenergyproduction,reversingthecurrenttendencytowardsreducedconsumptionand
increasingexports.Recoverywillnodoubtbecontingentupontheeconomicperformance
oftheAfricaneconomiesandthoseofindustrializedcountrieswhichimportAfrican,energy

resources.However,aspeedyimplementationoftheAfricanEconomicCommunitywould
significantlyexpandenergydevelopmentperspectivesifappropriatemeasuresaretakenat
thesametimetograduallyeliminateinacoordinated,genuineandsustainedmanner,the
majordomesticconstraintstothedevelopmentofAfrica'shugeresourcesinordertosatisfy

theimmenseneedsofitspopulation.

Suchmeasuresshouldbedesignedto:

(a)Promoteintheshortandmediumterms,theinstitutionalchangesrequiredto
addresssectoralproblems,streamlineproductionanddistribution,mapoutjointenergy
strategiesandpoliciesandputinplaceenergydevelopmentplansatthesub-regionallevel;

and

(b)Obtaininthelongterm,asustainedpercapitagrowthof3.2percentofthe
GDPandgenuinelypromoteinvestmentintransportinfrastructureespeciallyrailwaysin

ordertobringdowntransportationcosts.

Competitiverrsi,«U1beiucreasedthroughrationalizationmeasuressuchasreduced
costsofproduction,institutingadequatesupplyproceduresandpricemechanismswhichtakes
intoaccountcostsc:productionanddistribution.
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ENERGYCONSERVATIONPROGRAMMEINGHANA

Energycostshave%directbearingonprofitsandstronglyaffectsafirm'scompetitiveness.Inthecurrent

economicclimate,fespressure,morethanever,isonindustriestocontrolcosts,theenergycomponentof
whichhasslowlybutsteadilybeenrising,affectingtheprofitabilityofindustrialconcerns.

T1«industrialsectoraccountsforover30%oftotalenergyconsumptioninGhanathecountryandhas
continuouslybeenfacedwiththeproblemofmeetingrisingenergycosts.Since1992thepriceofpetroleum
productshasgoneupbyabout90%whilstthepriceofaunitofelectricitytoindustrialusershasappreciated
bysome53%.Inspiteofthehighenergypricesenergyconsumptioninindustrycontinuestorise.Asa

result,anyindustriesarelosinginthetreemarketcompetitiontoforeignmanufacturersforbothlocaland

externalmarkets.

ENERGYCONSERVATION:THEOPPORTUNITIESITOFFERS

Energyconservationhasbeenidentifiedasoneofthemostcosteffectiveopportunitiesthatcanbeexploited
toimprovetheviabilityofindustry.Areductioninenergycostsresultsinanequalincreaseincompany

profits.Atthenationallevel,energyeconomyandefficiencycansignificantlycontributetomoresustainable
economicdevelopment,improvedenergysecurity,reducedinvestmentsinenergysupplyinfrastructureand

reduceddependenceonenergyimports.

THEENERGYCONSERVATIONPROGRAMME

TheGovernmentofGhanaembarkedonanEnergyEfficiencyandConservationProgram,inthemid
1980s,withtechnicalassistancefromEsmap/UNDPandCIDA,followingtheenergycrisesthathitthe
countryatthattime.Tlieprimaryaimoftheprogramwastodemonstratethepotentialforenergy

conservationinGhanaianindustrialandcommercialenterprises.

Thefirstphaseoftheprogram,wasinitiatedin1988withaGovtA^JDTCD-sponsoredprojectwhich
coveredenergysurveysin24mediumtolargescaleindustries,italsoinvolvedatrainingcourse,for40
Ghanaiansdrawnfromindustry,inthemethodsforidentifyingandimplementingenergyconservation
projectsandtheexecutionofin-depthenergyauditsinselectedplants,includingtheimplementationofon-
the-spotcorrectivemeasuresinenergywastagesituations,aspartofademonstrationproject.Italsocovered
provisionoftechnicalassistancefortheimplementationofhouse-keepingmeasuresandthecreationofenergy

conservationawareness.FollowingthistheCanadianInternationalDevelopmentwhichinvolved

moreadvancedtrainingfor10Ghanaiansandthreedetailedenergyauditsinindustry.

RESULTSANDIMPACTONINDUSTRY

Annualfollow-upassessmentswereundertakeninalltheauditedindustriestoevaluatethestatusof
implementationoftheryargyconservationmeasuresidentifiedduringthesurveysanditsimpactonthe
industries.Tneevaluationsconfirmedthatalmostallindustrieswhichimplementedconservationmeasures

realisedsavingsinenergyco^.Accordingtoavailableinformation,theCocoaProcessingCo.andthe
GhanaTextileManute.-nngCo.Ltd.realisedsavingsofC80millionandC8millionrespectivelyin1990.
OtherindustrialesiMishmentswhichhavealsoreportedsavingsoverthesameperiodare:LeverBrothers,
C217million;GhanaBottlingCo.,C6.3million;CementWorks(TemaandTakoradi),23million;and
Aluworks,17million.AUthesesavingswererealisedwithinoneyearofimplementingnocostandlow-cost
measuresrequiringlittleornocapitalinvolvement.Availableauditreportsshowthatabout70%ofthe
energysavingsareassociatedwithheat/steamgenerationandtransmissionsystemsandpowerfactor
correction.11kother30%wasaccountedforbyimprovementsinlightingsystemsandothermechanical
engineeringbasedhouse-keepingmeasures,implyingthatthebulkofenergywasteinindustryatpresentis

associatedwiththeheatandelectricalengineeringsystems.

Source-TheresultantsoftheEnergyConservationProgramme,itsimpactontheindustrialsectorinGhanaand
strategicforthefuture:AfricaRegionalConferenceonMineralsandEnergyResourcesDevelopment

andUtilization,Accra,14*-23"1November,1995.
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Energypoliciesshouldfocusontheformulationofspecificandrelevantdevelopment
objectivesandalsoontheimplementationofanoptima:developmentprogrammeforthe
sectorasawhol;takingintoaccounttheoverallobjectivesofthecontinent.Attheregional
level,itisimportanttoinitiateaconsistentstrategyfortheharmonizationandintegrationof
nationalprogrammesbystrengtheningenergysectoralplanning.

Thepurposeofsuchprogrammesshouldbemainlytostrengthenanducclopintra-
Africantradeincrudeoil,naturalgasandcoalespeciallybyimplementingmultinational
projectsfortheexploitationofgasdepositsinMozambique,Namibia,NigeriaandTanzania.
GasinMozambiquecouldthusbesuppliedtoZimbabwe,ZambiaandSwazilandwhilethe
hugegasresourcesinTanzaniacouldserveneighbouringcountrieslikeKenyaandMalawi.
Similarly,NigeriacouldsupplymanyWestAfricancountrieswhilerefineriesinAbidjanand
Dakarcouldbemademoreprofitableandenhancetradeiftheyarebettermanaged.

ThereturntopeaceandtherestoredatmosphereofsafetyinSouthernAfricashould
provideanimpetusforthedevelopmentofsubregionaltradeincoal.Asignificantsocio-
economicspin-offwouldbethereplacementoffirewoodwithcoalorgasasthiswillprovide
acheaperalternativesolutiontotheruralpopulation'sseveralvitalneedsandalsorelieve
themoftheburdenoffetchingfirewood.Thetimethussavedcouldbeusedforthebasic
activitiesofproduction,thushelpingsignificantlyinstoppingdeforestation.

Withregardtoelectricity,theon-goingreformprogrammeswillmakeitpossiblein
themediumtermtorehabilitatetheexistingfacilities,reduceenergylossesinthesupplyand
distributionsystemsandputinplaceasoundmanagerialsystem.Inaddition,national
electricitysystemsshouldbeintegratedasthiswillprovidetremendousopportunitiesto
streamlineproductioninthecomingyearsthroughnationalnetworkinterconnection.Such
integrationwillmakeforgreateruseofinstalledcapacitiesandwillmakeconsiderable
additionalproductioneconomicallyviablethusenablingAfricatocover10percentofits
primarycommercialenergyrequirementsthroughhydro-electricitybytheyear2020.

Inordertoachievesuchobjective,practicalexamplesofmultinationalcooperation
insomesubregionscouldbeusedasabasisandextendedtoothercountriesinother
subrcgionsbytakingadvantageofthevariousstudiesconductedoninterconnections.
InterconnectionscouldthusbemadebetweenSudan,EthiopiaandDjibouti,between
TanzaniaandKenyaandimprovetheexistinginterconnectionsbetweenKenyaandUganda,
betweenZaireandtheCentralAfricancountries,andalsoamongsevenAfricancountries.
Zaire'shydro-electricresourcesmayenhancetheSouthernAfricannetwork.Asamatterof
feetAfricancountrieshaveseveralopportunitiestorevivetheireconomiesthroughcheap
energyaslongasproductionisregularandreliable.APan-Africannetworkwouldprovide
anefficientuseoftheunder-utilizedcapacitiesinmanycountriesbyreducingpowerfailures
occurringinseveralcountriesowingtoinsularrainfallandotherunforeseeabledisasters.
Furthermore,multinationalinvestmentwillmakeitpossibletoexpandthemarketsrequired
foreconomyofscar"-^offr,prospectsforcooperationwithotherequallyimportant
developmentsector.Suchnetworkwillbeanexcellentavenuefortheimplementationof
Africanruralelectri.nationschemeswhichhaveasignificantimpactonthedevelopmentof
sectorssuchashealth,education,handicrafts,cottageindustries,preservationofagricultural

andlivestockproducts.
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Theintegr^.onofnationalelectricitysystemsoffersanimmenseopportunityfor
genuineregionalco.operationwithseveralbenefitsamongwhichareexchangeprogrammes

intraining,expertiseandexperience,harmonizationoftechnologiesandequipment,the
industrialproductionofequipment,technologytransfer,takingenvironmentalconsiderations
intoaccountattheregionallevelandthechoiceofsolutionsadoptedandthemanagement

ofinformation.Thecoordinationofelectricityplanningandoperationsystemswillalsobe

facilitatedforthebenefitofallAfricanconsumers.
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Box6

EXPERIENCEOFSUBREGIONALCOOPERATIONINTHE

HYDROELECTRICITYSECTORINTHESADCC

TheCaboraBassaDam,ontheZambezidownstreamofKariba,wasbuiltover

theperiod1969-1974,largelybySouthAfricancontractorsonthebasisof*contract

withwhatwasatthesametimetheElectricitySupplyCommissionofSouthAfrica
(ESKOM),whichundertooktopurchase80percentofavailablepower.Two

separatedmonopolartransmissionlines,operatingat+533kV,and-5343kV,with
earthreturnwereconstructedbetweenCaboraBassaandtheApollostationoutside

Pretoria,adistanceof1,360km.AlongerroutethroughMozambqieuterritory,

avoidingZimbabwe,waschosenbecauseofthefearofpoliticalandmilitary

instabilityinwhatwasthenRhodesia.Atthetime,oneofthelargestdirectcurrent

(DC)transmissionsystemsintheworld,thetransmissionlineswereputintousein

1977.However,theyhaveeffectivelybeeninoperativesince1981duetoMNR

activity,inparticularasophisticatedsabotageattackin1985whichdestroyedsome

514pylons.

AtpresentonlythesouthbankpowerstationhasbeendevelopedatCaboraBassa,

thisfacilityhavingfive415MWgeneratorsets(atotalof2,075MW,slightlymore

thanthetotalinstalledcapacityofallthepowerstationsinZimbabwe).Itis

envisagedthatafurtherfoursetswillbeinstalledinthenorthbakstationindue

course.PowerisdiestributedfromtheSongosubstantion,whichincludesthe

AlternatingCurrentDirectCurrent(AC-DC)convenorforthehighvoltagedirect

currenttransmissionlineswithinMozambique.Threesuchlineshavesofarbeen
built:toTete,throughTetetoZaiaandtoChibatanearChimoioinManicaProvince.

Thepowerrequriedbycustomersontheselinesisonlyafewpercentofthecapacity

ofCaboraBassa.

AnnualrevenueforMozambiquecouldbeoftheorderofUS$200millionwhen

CaboraBassaexporttoSouthAfricaisfullyoperationalandprovidesacontinuous

supply.ThisisapproximatelytwiceMozambique'scurrentlevelofmerchandise

exports,sowouldmakeaverysignificantcontributiontothenationaleconomy.It

wouldalsomeanasavingonimportsofpowerfromSouthAfrica;atpresent,about

US$1millionpermonthispaidbyMozambiquetoSouthAfricaforpowerimported

intotheMaputoregion.WhenCaboraBassaisopeational,thepowerwouldbe

boughtbackmorecheaplythroughabuybackarrangement.

Source:SADCC,studyontheEnergySector.____=

5.Projections

Theassur^bonsaswellastheresultsoftheprojectionsaresummarizedinthe

followingtable:
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Tablen.19:Projectionsresults

Populationin

million

Crude

petroleum

Percapita

consumption

(inkg)

Total

consumption

(inmillion

tons)

Import(in

thousandsof

tons)

Export(in

thousandsof

tons)

Production(in

thousandsof

tons)

Naturalgaz

Percapita

consumption

(inmegajoules

Total

consumption

(interajoulesj

Import(inten

joules)

Export(in

terajoules)

Production(in

terajoules)

Carbon

Percapita

consumption

(inkg)

1992

662.13

164.00

108.6

32.93

229.81

308.51

2298.00

1566269.00

2n»C.ou

1439838.OT

2984327.00

210.00

1993

680.67

166.6

113.4

33.5

244.21

324.09

2560.2

1744823.67

19384.00

1554737.07

3280176.74

203.00

2008

1100.00

207.1

227.8

54.05

577.04

750.79

951.66

6223.07

6845377.00

312173.76

4952478.23

11766581.47

362.44

Projectio

(%)

2.8

1.56

3.24

5.90

6.00

7.00

6.10

10.00

3.24

8.03

9.00

3.94

Hist,rate

3.2

-0.6

1.2

7.87

5.83

8.2

11.41

-6.0

7.98

9.87

-3.4

Elasticity

0.49

0.54

1.79

1.9

0.54

1.23
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Total

consumption

(inthousand

tons)

Import(in

thousandtons)

Export

Production(in

thousandtons)

Electricity

Pa-capita

consumption

(kwh)

Total

consusmptton

(inmillion

kwh)

Imports(in

millionkwh)

Exports(in

millionkwh)

Production(in

millionkwh)

1992

143465.00

3985.00

42840.00

182320.00

476

324481.00

4537.00

9647.00

329591

1993

142819.40

4112.52

42767.20

181474.08

447.44

332236.10

4642.71

10659.94

338253.32

2008

398684.00

6596.31

61218.46

453306.14

535.11

588621.00

7981.31

47663.83

628303.52

Projectio

(%)

7.00

3.2

2.42

6.29

1.2

3.88

3.24

10.5

4.22

Hist,rate

-0.45

2.25

-0.17

-0.4

-0.6

2.39

2.33

10.5

2.5

Elasticity

1.00

0.54

0.377

1.04

0.54
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Box7

GHANA'SENERGYPOLICY

TheGhanaGovernmenthasadoptedapolicythatseekstoensuretheprovisionofuninterruptedsupplyof
energytoallgeographicalregionsofthecountryonafallcostrecoverybasis.Thegovernmenthas
committeditselftoextendthereachandavailabilityofelectricitytoallpartsofthecountrybytheyear2020
atatimewhenthecountry'senergyproductionandconsumptionisforecasttogrowatanaveragerateof

10%perannumtill2000.

Achievingthepolicyobjectives

Whilstitisanticipatedthatthecurrentrateofeconomicandindustrialrecoverycanbeaccommodated
withintheexistingpowergenerationcapacityintheshort-term,thecommitmenttoextendthereachof
electricitytoallcomersofthecountrybytheyear2020,coupledwiththeneedtoplanfortheanticipated
growthindemandofexistingusers,presagesamediumtolong-termpolicyofexpansionandgrowthin

powergenerationcapacitiesandtransmissionfacilities.

ThusthestrategiesandactionplaninthePowersectorhavebeenaimedatrehabilitatingdeteriorated
infrastructure,withrestorationofeffectivemaintenanceofgeneratingplants,transmissionanddistribution
equipment,extensionofsub-transmissionanddistributionsystemsataveryhighcosttothestate.Inthe
petroleumsub-sector,thestrategiesinvolvetherehabilitationofpetroleumrefininginfrastructure,
constructionofstoragedepotsatstrategiclocationsofthecountryconnectedwithpipelinestoenhance

distribution.

Toensurethesustainabilityoftheenergysupplyinfrastructureandtheavailabilityandequitabledistribution
ofenergytoallsocio-economicsectorsandgeographicalregionsofthecountry,thepolicytorecoverthefall
costsofprocuringanddeliveringenergyservicestoconsumershasbeenadopted.Thishasleadtomore

realisticandhigherenergypricestoallclassesofconsumers.

Crudeoil

ThemostsignificanteffectofthehighpercapitaincreaseinGDPisthereversalof

thehistorictrendinpercppitaconsumptionofcrudeoilwhichhasrisenby2.3percent
annuallywhereasitdeclinedinthepast.Inaddition,therehasbeenanincreaseinexports
owingtotheimplementationofanumberofmeasuresgearedtowardstherationalizationand
coordinationofnationalpoliciesasabackuptoresoluteregionaleconomicintegrationefforts.
Assumingaslightgrowthrateintheindustrializedcountries,exportgrowthratewillfall
from7.8percentto6.27percent.Eventhen,projectedincreaseinconsumptionwillbe

enoughtostimulateproductionandtradethroughouttheregion.
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Naturaleas

From1088to1992naturalgasproductionwasgenerallygood.UndertheAfrican

EconomicCommunity,thereisroomforfurtherimprovementifgenuineanddetermined

effortsaremadetopromoteconsumptionandtradeintheregion,especiallyinNorthand
WestAfricawheregovernments*commitmenttocontroldeforestationanddesertification
shouldbebackedupwithresoluteenergydevelopmentinitiatives.Iftheseinitiativesare

taken,consumptionmightdoubleandreach6,223megajoulesby2008.

WiththecurrentlyprevailingsituationinSouthernAfricasincetheabolitionof
apartheidinSouthAfricaandtheemergingopportunitiesforstrongercooperationwithinthe

subregion,increasedincomeforthepopulationwillstronglystimulateconsumptionofand
tradeincoal.Undertheseprojections,therewillbeanannualgrowthofnearly4percent

inpercapitaconsumption,reaching362kgby2008.Exportswilldoubleandthetendency

towardsdecliningproductionwillbereversed.

Electricity

Improvementinelectricitysupplywilldependmainlyontheoutcomeoftheon-going
reformsandthedevelopmentofsocio-politicalsituationespeciallyinCentralAfrica.The
currentstateofdistributioninfrastructureandconditionswillmakeitpossibletohavea

moderategrowthinpercapitaconsumptionandmaintaintherateoftradeflow.
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MINERAL PROSPECTS

Weakening demand for traditional minerals like jw\ lead, c.i.yer ind zinc is being
offset by a new trend in high technology development cf light alloys, Jeraimc and other rare
gem products. During the 1990s demand for traditional metals will increase at a rate of 1.5
to 2.5 per cent a year. Stronger growth coulJ be achieved by some metals used in the
chemical industry and other industrial minerals. It is also possible that this trend will
continue in the first decade of the coming millennium given the good number of mining
projects that are ready to commence operation and mining policy reforms carried out or
planned by African countries with a view to creating the enabling environment required by

donors.

Countries like Ghana, Cote d'lvoire, Burkina Faso, Mali, Guinea, Madagascar,
Botswana, Zimbabwe, Ethiopia and Namibia have revised their mining codes and tax laws
so as to attract more mining companies. This mining renewal in Africa initiated under such
reforms will be crucial for revitalizing investment as will be the pursuit of policies for
building national technical capabilities and managerial capacity in the mineral producing

countries.

In this new context, the development of the mining sector should aim first of all at
securing a greater contribution to the improvement of local living conditions. In order to
achieve this goal, the mining sector should be further integrated in national and/or regional
development plans and programmes with due account taken of the constraints of

environmental protection and improvement.

Meeting essential national needs and providing adequate support to the development

of other economic sectors must become the priority. This should enable inter-sectoral
linkages to be strengthened at the same time as it allows for growth in local consumption of
mineral products through the strengthening of subregional cooperation and intra-African trade

within the context of the African Economic Community.

The potential, supply and demand trends as well as prospects for a few mineral
products among those highly important to African economies are briefly reviewed in the light

of emerging changes and the hopes they have kindled.

1. Copper

potential

According to the most recent estimate more than 17.6 per

cent of the world's 340 million tonnes of copper reserves can be
found in Africa, mainly in Zaire and Zambia. Substantial deposit
can also be found, in Botswana, the Congo, Mauritania, Morocco,

Namibia, South Africa and Zimbabwe.
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supply

African output has been steadily declining from 1,130

million tonnes in 1990 to 0.671 million tonnes in 1994. During
the same period, world output of refined copper increased by 1.66
per cent. The production declines in the two ma^or producing
countries can be ascribed to domestic political unrest which has
led to a decline of investments and a serious crisis for the
national economies now facing financial, mcie,dry and debt

repayment problems.

demand

From 1990 to 1994, the consumption of refined copper region-
wide increased on average by 6.6 per cent per year. Along with
that was recorded a sharp drop in the export of non-refined
copper from 54,500 to 22,500 tonnes (that is from 10.8 to 4 per
cent of world exports). Similarly, exports of copper products
declined from 45.6 to 14.4 per cent of world exports. The
recovery in the building and public works sector has been
responsible for the growth of domestic consumption while the
production decline and low world prices are the reasons for the

drop in exports.

prospects

Strong GDP growth combined with the accelerated development
of industry, housing, infrastructure and energy will be required
to boost the production and export of non-refined copper and of
semi-finished copper products and manufactures. In countries
like Algeria, Angola, C6te d'lvoire, Ethiopia, Kenya, Morocco,

Mozambique, Uganda, Nigeria, Tanzania, Zaire and Zambia good
prospects exist for the development of the copper industry using

local or imported inputs. In Zaire and Zambia, incentives have
been instituted to attract private investment, to improve the
institutional framework and to pursue the appropriate economic

policies needed to revitalize activities in the copper industry.

2. Phosphates

potential

There are several phosphate deposits in Africa with reserves

totalling 2,148 millions tonnes distributed mainly between West
Africa and North Africa. Most of the high grade deposits that
can be exploited are located in North Africa (Morocco and

Tunisia), in West Africa (Senegal and Togo) and in Central Africa
(Gabon and Uganda). Low grade deposits can be found in Cameroon,

Cdte d'lvoire, Madagascar, Nigeria and Tanzania

supply
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In 1993, African production of natural phosphates amounted to 31 million
tonnes decreasing by about 16 per cent relative to 1992. Most of this came
from Morocco, Togo, Egypt and Tunisia.

In 1992 and 1993, Africa produced 2.4 million tr.wi ox phosphate
fertilizer or 6.8 per cent of the world output. Th'i countries majjily
responsible were Senegal, Nigeria, Morocco, Egyrc, Tunisia ana imbabwe. That
output was two per cent less than the output for 1989 and 1990 Over the same
period, fertilizer exports were 1.6 minion tonnes or roughly 15 per cent of
world exports showing a 3.24 per cent decline as compared to he figures for

1989 and 1990.

demand

Phosphate fertilizer consumption which stood at about one

million tonnes from 1990 to 1993 or 3.6 per cent of world
consumption has declined by five per cent. Afrxca's per capita
consumption remains the lowest in the world at eight kilos per
hectare as compared to 87 kilos in Asia and 52 kilos in Latin
America. The current decline both in world fertilizer supply and
in demand can be explained by the reduction of fertilizer

subsidies in Western Europe and the United States of America.

prospects

In Africa more fertilizer would have to be used in order to
boost agricultural productivity and intensify agriculture
particularly in those part of the continent where arable land is
becoming scarce in the face of a rapidly growing rural
population. Many countries are experimenting with the direct
application of natural phosphates to the soil rather than using
more expensive imported fertilizer to sustain their agricultural
development. Those experiments have been successful and will be
more widely replicated in such countries as Burkina Faso, Mali,
the Niger and Malawi which, for financial, technological and
other reasons, have not yet been able to exploit their reserves

industrially. Increased production is also envisaged in the
long-term phosphate mining plan of Morocco which leads the rest

of Africa in fertilizer production.

3. Bauxite

potential

World bauxite reserves are currently evaluated at 23 billion
tonnes which means that, at the rate things are going, the world
will be mining bauxite for some 200 more years. Australia,
Brazil and Guinea hold 61 per cent of these reserves and Guinea

alone ru-lds 24 per cent of world reserves. Apart from Guinea,
Ghana, Guinea Bissau, Mali and Sierra Leone (in West Africa),
Cameroon and Zaire (in Central Africa) and Madagascar and Malawi

(in East Africa) also have bauxite reserves.

supply
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In 1993, the world produced about 114.5 million tonnes of
bauxite with Africa accounting for 14,2 per cent of that output.
From 1990 to 1994, the world output level did not vary
significantly. After increasing by 6.5 per cent in 1993,
Guinea's bauxite output dropped by 15 per cent in 1994 to 14.4

million tonnes.

With the exception of the little volume of bauxite processed
in Guinea, virtually all Africa's bauxite produced for the
manufacture of aluminium is exported out of Africa to Furops, the
United States of America and Asia. Similarly, f e ,68,000 tonnes
of alumina produced in Guinea in 1993 (arcuuntmg for 1.8 per
cent of world output) is exported out of Africa excepting the

160,000 tonnes exported to Cameroon. '

In 1993, Africa produced 616,000 tonnes of aluminium or 4.1
per cent of world output. The aluminium producing plant are in
Cameroon (87,000 tonnes/year), Egypt (18,000 tonnes/year), Ghana
(200 000 tonnes/year) and South Africa (170,000 tonnes/year).

demand

World consumption of refined aluminium amounted to 18,211

million tonnes in 1993. From 1990 to 1994 the trend showed
little variation. African consumption which accounted for 1.25
per cent of world output increased by 12.49 per cent from 1990
to 1994. Worldwide the western aluminium surplus increased more
and more substantially because of the strong demand for primary
aluminium and a sharp rise in exports from the European Union and
the former Soviet Union. Nearly 740,000 tonnes of aluminium were
exported by the European Union in 1992 and that level will be

maintained or exceeded in the 1990s.

prospects

Bauxite and aluminium have evolved in a vertically
integrated aluminium production system dominated by a small
number of transnational corporations. Nevertheless, the
emergence of independent smelters, equity participation by
governments in bauxite mining and the radical changes occuring

in the international economic environment have affected the
market. Prices are heavily influenced by energy costs,
technological innovations, recycling and substitute metals. From
1988 to 1992, the price of a primary aluminium ingot fell from
$US 2,597 to $US 1,253. So much so, that at 1992 prices, many
aluminium producers were operating at a loss and most have not
decreased production for technical and other reasons such as the
cost of closing down, labour considerations, restarting problems
at a time of market recovery and so on. Some companies have
increased their production capacity with a view ro breaking even
in the late 1990s and the coming millennium. TV a fact is that
aluminium demand will increase significantly in alation to the

current level.
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There are projects for expanding bauxite mining in Guinea,
Ghana and Sierra Leone but nothing is known about the expected
outputs. Studies on bauxite production have bee. carried out in
Guinea Bissau, Madagascar, Malawi, Mali and Zair> *nd plans have
been made to increase the current alumina production capacity of

Guinea from 0.7 to 1.3 tonnes per year.

New plants for the production of primary aluminium are being
built and should become operational in the second half of the
1990s in Egypt (60,000 tonnes/year), Nigeria (180,000 tonnes) and
in South Africa (466,000 tonnes). Several countries plan to
establish new smeltors or to increase existing production

capacities. In Guinea, plans have been made by a consortium of
petroleum producing countries working with the Government to
build an integrated aluminium industry that woul-i produce 15,000

tonnes of primary metal each year.

In the current context, the aluminium market in the
industrialized countries is saturated. Only the recovery of
African economies can enable the local processing of bauxite to
be promoted with a view to increasing domestic consumption by way
of intra-African trade development. Such recovery is expected
of the ongoing economic and financial reforms which should make
for the sustainable development of African economies and the
strengthening of intra-African trade whose liberalization will
come with the speedy establishment of the African Economic

Community and the removal of tariff barriers along with the
intensification of subregional and regional cooperation. It will
be equally necessary to coordinate properly the strategies and
activities of aluminium producing countries on the one hand and
the work of government policy makers, universities, research
institutes, captains of the aluminium industry and local
communities in the development of the aluminium industry.

4. iron ore

potential

Africa has substantial reserve of ferrous and non-ferrous

metals which are used in steel making. World iron resources are

estimated at 290 billion tonnes or 88 billion tonnes of metal
content. Africa is estimated to have more than 6.7 per cent of
world reserves with most of it located in North Africa and West
Africa. With regard to non-ferrous metals used in steel making,
Africa has 12 per cent of the world reserves of manganese, 45 per

cent of the cobalt reserves and 9.5 per cent of the colombite

reserves.

supply

World iron ore output was 970.7 million tonras in 1994,
having increased by 3 4 per cent over the 1993 output. Africa
produces about five per cent and even though this output was
eight per cent more than the previous year's, it did not reach
the 1990 level of about 53 million tonnes. The bulk of Africa's
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output (93 per cent) is exported. In 1994, Africa's mineral
exports were 30 billion tonnes (seven per cent of world export)

and the trend has been declining.

The main reason for the deteriorating export performance

are: (a)the fact that the mines of Liberia, (Africa's largest
iron ore exporter) have been exhausted; (b) the situation in
Angola where mining was disrupted by the civil war; and (c) the
decline in Algeria's export as a result of a sharp decrease in
domestic consumption. Furthermore, the investments needed to
maintain production levels have been delayed or held up for lack
of capital. This has caused a substantial -l^op .n the operating
rate of a number of mines that are nearing exhaustion and late
decision- making regarding the installation cf fresh production

capacity.

demand

Although very low (0.35 per cent of world imports) iron ore
imports increased nearly four-fold from 367,000 tonnes in 1990
to 1,443,000 tonnes in 1994. These imports mainly went to Egypt,

Tunisia and Algeria.

The apparent consumption of iron ore (production less
exports and excluding stocks) increased by 18.7 per cent in 1994.
It is low in that it accounts for a mere of two per cent of the
world consumption and fell below the 1990 level of about seven
per cent. Although no recent statistics are available on steel
consumption in the region by the late 1980s, per capita
consumption ranged from 30 to 50 kgs as compared to 85 kgs in

Latin America.

prospects

In the 1980s, the iron industry evolved in a market of
persistent imbalance between supply and demand, steady erosion
of prices, gradual reduction in demand as a result of
technological changes and strict quality controls applied on the
markets of the developed countries which made heavy investment
to modernize production capacity, improve productivity and
product quality to a level that African producers have not been

able to match.

In contrast, during the second half of the 1990s and the
coming millennium, African iron ore production and export should
increase with the implementation of new projects for mining
development in the various subregions: (a) in West Africa, the
MIFERGUI project in which the government of Guinea and Liberia
are engaged will have an annual production capacity of six to 7.5
million tonnes: in Mauritania, the M'Haout and Aouf deposits
having a combined capacity of 11,000 tonnes per year will be
exploited to meet the needs of the direct reduction factories
planned in North Africa and the Middle East whi a also feeding
the small local steel making plant which has a cai icity of 12,000
tonnes per year. In Senegal, the MIFERSO pronez „ which aims to
mine 300 million tonnes of the Faleme proven reser^s is now well
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advanced and should produce eight to 10 million tcnnes of iron
ore per annum for at least the next 30 years. Nigeria plans to
align its iron ore production to its needs and tc *ine the ITAKPE
deposits producing from four to eight miUion tor^s per year to
feed the AJAOKUTTA steel works; (b) in North Afr £af Egypt plans
to produce seven million tonnes of st^el from now to the year
2000. To do this, it might be planning to mine the SAHARA OASIS
and ASWAN iron ore deposits; (c; in Central Africa Angola is
considering projects for the sinking of £ new mine in KASSIGA-
RITUGE Province. In Cameroon, the development strategy provides
for the construction of integrated iron and steel production

plants, the mining of deposits and mineral enrichment along with
their processing into iron balls and steel to meet local demands;
(d) in Eastern and Southern Africa, studies are also being
conducted to evaluate the NAMBALA deposits ir Zambia and to
verify the economic viability of the SOLALA deposits in
Madagascar. In Uganda, a technical study has been conducted on

the MUKO deposits.
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D. AN IMPROVED TRANSPORT AND COMMUNICATIONS NETWORK

There can be no economic strategy anywhere that will automatically guarantee a given

course of development ad infinitum. Adjustments and readjustments should be a continuous
practice facilitated by appropriate organizational mechanisms and in-built structural values.
What is of paramount importance is to have the fundamental objectives and goals clearly
defined as well as properly understood by all those expected to commute to their realization.

As far as transport and communications sectors are concerned, ine main goal now is
establishing an efficient integrated transport and communications,astern th«t will form the
basis for the physical integration of Africa and facilitate national and international traffic, so
as to foster trade and achievement of self-sustained economic development
22

It is apparent that the issues concerning transport and communications development

in Africa have not always been understood by many policy makers whose actions are often
open to manipulation by those whose interest is to treat transport and communications as
fragmented networks. Such African networks do not make up a true system, but only a set

of isolated infrastructural sectors which often compete with one another, rather than make
up a complementary network. This is the result of a lack of adequate programming and
planning in building the regional transport network and services. Another difficulty with
regard to transportation within the region, is the lack of services in transferring cargo from
one mode cf transport to another. Connections and coordinations between the various modes
of transport are absolutely necessary to better exploit the potential of the different model
interfaces in succession and get safely to their ultimate destinations.

In this connection, African countries also face the problem of discontinuity in traffic

management on the available network. This is due to lack of regional agreements on the

inter-country movement of people and goods. The transport companies are generally
specialized along one route only and are incapable of providing diversified services to and
from any point of the transport system. This is further compounded by problems arising

from the time-consuming lengthily bureaucratic procedures at the borders.

There are many who feel that, in the African region as a whole, massive investments

should be made in transport, particularly road building, in the coming years. Others

maintain that, before building new routes, it would be advisable to restore and improve the

existing ones, and to ensure that they can be used all year round.

Programmes for restoring unkept road and railway networks which may prove useful,

will have to be worked out, giving priority to those that fit into complementary relations
among the various modes of transport. Short railways sections, linking networks with towns

22 See UNECA, UNTACDA O, 1991-2000, Objective Strategies and
Guidelines (DEC/TRANSCOM/67/REV.4), Addis-Abrx. November 19,

1989.
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and giving them access to the sea, or sections linking railway lines of neighbouring countries,

could be built with a view to promoting trade. Future investment in maritime transport need
to go perhaps only into "normal maintenance activities (e.g. dredgir. , cranes, harves etc.)

besides construction of new terminals to adjust the existing inftastruc;vr;= to pressing needs.

The question of shipping fleets is somewhat unique, in r*v sense ih«i i^any African countries
rely heavily on foreign shipping companies. A partial solution here might be the creation

of several freighter companies each endowed "ith a fleet and technical and administrative
personnel, shared in common by countries of a given subregion. Pooling together the

resources of countries of a subregion to expand shipping services and to increase the amount

of goods to be transported could also contribute to a solution.

Development of inland water transport will depend greatly on the actions to be taken

concerning land infrastructures, e.g. small harbours, quays, etc. Boats could be modernized
and their number increased, river flows harnessed and controlled, and enterprises rationalized

preferably on multinational basis. The air transport sector needs heavy investments to
upgrade the facilities to match the technological requirements typical or aircraft and ground

gear, and acquisition of equipment. Multinational cooperation could be instrumental. In all
cases and modes, training should be upgraded and appropriate technical assistance transferred

to the concerned.

As a necessary pre-condition for operational and functional efficiency, the countries

ought to harmonize the various transport and communications systems. Priority must be

given to regional or subregional projects because, generally speaking the sizes of domestic

economies are too small to support certain crucial programmes that can only be viable if

established within optimum economies of scale. In this way, transport and communications

infrastructures can be planned on multinational basis.

In transport and communications planning, there are always supplementary factors that

also need attention. For example, questions regarding the transfer of technology adapted to
local realities, must be taken into account. Non-physical barriers create enormous obstacles

in inter-State flow of traffic and trade. It is, therefore, important to balance the political and

administrative decisions with the physical and technical realities.

An implementable transport system must be based on a clear and coherent strategy.

Within such a strategy, the interventions in the regional transport network should aim at
establishing an intermodal transport system designed to secure, not only vital trade relations
with the outside world, but also enhance and promote intra-African trade. Developing
countries in Africa need to be placed in a position to participate effectively in international

multimodal transport, in order to realize potential cost-savings arising from this transport

system based largely on the use of containers for the export of both their traditional and non-

traditional ^oods.

Under certain conditions, liquids and bulky products and gas are best transported

through mineral and gas pipelines. Pipelines are now used to supplement other means of
transport in such countries as Algeria, Tunisia, Morocco, Libya, Egypt, Kenya,

Tanzania/Zambia, and Zaire, a prefeasibility study has just been completed hv ECA/TCTD

which examined the conditions and potential existing in the subregions as to which type of

transport could contribute to economic development.
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While there has been a dramatic increase in the use of telecommunications during the

last decade, as a result of the application of new technologies related to the transmission of

information, there is an absence of adequate communications systems in most of the African
countries. However, following the World Communications Year 1983, there has been

increasing awareness of the importance of technologies in those countries and the need for
increased technical and training assistance in providing the African countries with the

resources and infrastructure they require.

During the past two decades, there has been a dramatic increase in the use of
telecommunications as a result of the application of new tecr ologies related to the

transmission of information. This is evidenced by the convcigence of communications and

computing technologies and by the exponential growth in ;nformatior flow in the
industrialized countries. These countries alone benefit from the explosive development of
modern communications and information services whereas the developing countries still have

inadequate communication services or are in total isolation despite the proliferation of

modern terrestrial and space communication technologies. Africa, with only six telephone

density per thousand inhabitants, has the lowest telephone density in the world.

In spite of the progress made in the provision of technical facilities of the intra-

regional networks through the PANAFTEL network yet operations are still limited in scope.
The utilization of the network by its potential users (radio broadcasting, television services,

aeronautical and meteorological services and press and news agencies, etc.) is also

disturbingly very low. The low utilization of the system is in part due to operational

difficulties, poor maintenance and, in some cases, high tariffs, absence of operational
agreements and poor management as well as the need for some segments of the network to

be re-engineered.

In summary, there are at least five fundamental debilitating problems which ought to

be overcome, namely (1) organizations, (ii) management, (iii) planning, (iv) operations, and

(v) maintenance. To satisfactorily address the problems alluded to above, and to achieve the

considerable investment to maintain the development of telecommunication services at an

acceptable and affordable level, it will be necessary for member States to procure external

assistance required to establish and maintain effective planning, with special emphasis on the
planning of the overall development of networks and facilities within national

telecommunications organizations. This will facilitate more efficient use of the limited
capital available for development, greater profitability from a more efficient service and

increased benefits to the community at large, due to provision of more efficient

telecommunication services.

The areas where action will be required will be of two types:

(a) In the short-term, facilitation of trade flows and generation of supplies and

services must be better organized by means of a set of measures to be

implemented immediately. These concern organizational and managerial

interventions designed to improve the present situation of mobility and to

speed up die delivery of supplies and services;
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(b) Integration policy should be pursued at the supranational level so as to

promote infrastructure! links that will convert the present corridors into

international routes, coordinated within a system of h::; ionized transport and
communication modes. Since this will r^re heav> y.vertments, it can be

realized only in the medium or long-ten v, and may niuire joint support of
developed countries and international organizations. The meaium-term actions

should also include measures wliich, not only do respond to intra-African

trade but also do open new alternative sources of supplies from other

developing regions of Asia, the Gulf States and Latin America. In the long-
term, key efforts must be made to create an effective diversification of the

transport and communication pattern and to promote related structural

changes, including also transfer and development of technology.

It must be understood that planning of multinational transport and communications

networks cannot be truly comprehensive until some coherent actions takes place at all levels
of every mode, and at national and enterprise levels, subject to continuous review and
concretization, gaining experience and acquiring new information as we move along. The

projecting of the services of the various modes of transport and communication under both

historical and normative scenarios are given in the next sections.

(a) Integration of Various Modes of Transport

The Second Transport and Communications Decade for Africa 1991-2000 calls for,

among other things, the integration of various modes of transport and communication

infrastructure, and co-ordination and harmonization of the various transport systems and the
opening up of the land-locked countries and isolated regions. Under the historical trends, no

major changes are assumed in the transport and communications sector with value added
increasing to only US$19.4 billion by 2008. The historical trends prospects is the various

modes are outlined below.

Roads and Road Transport

Traffic of persons and goods will continue to expand in Africa, in the next decade or

two; and that road transport will continue to bear by far the largest share of this traffic. The
efficiency and safety of road transport in Africa is the foreseeable future will therefore
depend, to a large measure, on whether governments, in concert with the international
community, are able to mobilize sufficient resources for, and marshall adequate portions of
those resources towards safeguarding life and property, and the protection of precious

investment in road infrastructure and facilities.

Governments, in addition to giving greater emphasis to rehabilitation and maintenance

of existing infrastructure and facilities, will concomitantly consider improving and upgrading
the missing links and substandard sections in the Trans-African Highway System (the main
TAH network and the feeder road links), especially where large substandard segments exist
such as those inside Zaire, the Sudan and Chad, so the a co-ordinattd anJ integrated
continental highway would be realized by the year 2008 to form the bajis for sound and
coherent regional transport development. However, under the historical trend scenario, no

major improvements is expected to materialize up to the end of the century.
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If the various programmes of road rehabilitation in the individual African countries

would have been implemented by the year 2008, almost all the missing links in the road
networks will be completed. The length of main roads particularly those having a

subregional dimension will increase substantially. Under these assumptions, the projected

road lengths will be as in Table 11.21.
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Subregion

North Africa

Permanent Road

Improved Roads

West Africa

Permanent Road

Improved Roads

Central Africa

Permanent Road

Improved Roads

Eastern & Southern

Africa

Permanent Road

Improved Roads

Total Africa

Permanent Road

Improved Roads

irce: E(

Table 11.21: African Road Network by 2008

(In thousand of kilometres)

1985

308.0

75.3

113.0

397.0

62.0

194.5

456.0

9.0

118.0

676.0

162.0

270.5

1,837.0

308.3

696.0

estimates +

19°0

343.4

83.9

128.9

449.2

66.5

214.7

505.9

9.2

133.5

976.1

181.3

298.7

2,094.6

340.9

772.8

Including

1993

366.6

89.6

134.5

483.7

69.3

227.9

538.5

9.4

143.8

843.1

194.1

316.9

>ou

2,231.9

362.4

823.1

Atnca

Hist.

Seen.

508.1

124.1

186.4

700.6

85.4

320.5

732.0

10.0

208.2

1,275.8

272.9

426.4

3,216.5

492.4

1,141.6

Growth

Rate %

2.2

2.2

2.2

2.5

1.4

2.3

2.1

0.5

2.5

2.8

2.3

2.0

2.5

2.1

2.2

2008

Norm.

Seen.

614.2

139.0

242.2

753.6

100.4

381.8

814.9

11.1

224.0

1,412.5

289.5

493.7

3,599.2

540.0

1,341.7

Growth

Rate %

3.5

3.0

4.0

3.0

2.5

3.5

2.8

1.1

3.0

3.5

2.7

3.0

3.2

2.6

3.3

It is assumed that the five Trans-African highway projects will be completed by the
year 1998 and the four additional Trans-African highway (Tripoli-Luanda-Windhoek;

Nouakchott-Cairo; Dakar-N'Djamena Massawa and Beira-Lobito) will be completed by the
year 2000, so that by 2008 the total length of Trans-African highways will reach 101,922
km. The rural feeder roads connecting to these Trans-African highways will also be
substantially improved, so as to have a completely integration African road transport

networks. These projections assume that the road development will be well-directed so as

to avoid the waste of scarce resources.

Th" normative scenario assumes that, substantial improvement in the transport and

communications networks will be made in all the subregions of Africa. The total road
network is expected to be 3.6 million kilometres by the year 2008, growing at 3.2 per cent
per annum, compared to 3.2 million in the historical trends when South Africa's road length

network is added (see Table 11.21). To achieve this, it is assumed that i; vestments would
be made is the sector as a whou. As the sub-regional institutions have recognized the need
for developing, extending and co-ordinating the transport and communications links between
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African countries so as to facilitate intra-African trade, it is assumed that many of the
transport and communications projects will have subregional dimensions.

Among the major issues that have to be tackled are the following: (i) national road
development plans for main roads should be harmonized between neighbouring countries so
that the main roads are part of an integrated network serving several countries or a
subregion; (ii) road planning should be co-ordinated with planning of the industrial and
agricultural sectors so that the road systems can properly serve the needs of the latter and
create markets covering a number of countries; (iii) in the interests of observing resources,

the planning of road transport should be co-ordinated with thp planning of other forms of
transport, particularly rail transport; (iv) particularly the farm-to-marKet roads and feeder
roads; (v) the need to improve and expand facilities for training' 'ranspon operators at all

levels as well as highway planners and engineers.

2. Railways Transport

The total length of African rail roads has not changed much in the past five, years.

It has reached 73000 km. in 1990 including South Africa which has about 22500 km. of rail
route. In relation to the size of the continent, this is a very low figure for a continental
railway network. Under the normative scenario, it is assumed that the railway structure will
change from the presently unintegrated railways systems to a more co-ordinated, efficient
network with complementarity to the other modes of transport. In historical trends scenario,
the volume of traffic handled by the African railway system during the period 1985-1993 has
been growing at low growth rate of 1.5 per cent per year (see Table 11.22). Under the
normative scenario, it is assumed that this trend will change so that the railway traffic will
increase at an annual rate of 5.1 per cent. It is also assumed that an additional length of 26
thousand km. of railway projected by the Union of African Railways will be achieved by

2008.
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Table 11.22: Traffic in Africa

(1000 ton km)

Subregion

North Africa

West Africa

Central Africa

East & Southern

Africa

Total Africa

1985

10.0

3.8

4.7

25.4

43.9

1990

10.8

4.1

5.1

27.2

47.2

1993

11.4

4.3

5.3

28.4

49.4

2008

ffist.

Seen.

14.4

5.4

6.8

25.0

61.8

Growth

Rate %

1.6

1.5

1.6

1.4

1.5

2008

Norm.

Seen.

17.7

7.8

8.1

70.8

108.2

Growth

Rate %

3.0

4.0

2.9

6.3

5.1

Source: ECA Projections

3. Maritime Transport

The maritime transport is extremely important to African countries because of the
openness of their economies and the very high proportion of trade conducted by means of
sea transport. African policy makers have become increasingly aware of the importance of

and need to promote maritime transport for the region especially as a result of the chronic
balance of payments deficits on the shipping account experienced by the individual countries.
Indeed, on the basis of the historical trends, the deficit on the shipping account could reach

nearly'9.1 billions by the year 2008. This clearly points to the necessity for African
countries to master the principal pillars of maritime transport, namely merchant fleets, sea

ports, training in shipping, shipping auxiliaries in trade and freight insurance.

The perspective of the capacity of the African merchant fleet take into account the present

difficulties in establishing an equilibrium in the shipping industry. These difficulties are still
acute despite the measures envisaged by the UNCTAD Shipping CommL -ion at the world
level and those adopted in individual countries to reduce the rate of ship deir^Htion or to stop

the decline in shipping capacity. It is to be noted that the only element that has affected the
recent rapid and substantial upturn in the volume of shipping traffic is that of the increase
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in the volume of hydrocarbons resulting from the fall in petrol prices. The share of Africa's
petrol shipping in the total world shipping traffic increased from 39.5 per cent in 1985 to

45.8 per cent in 1996.

On the basis of the historical trends scenario, a capacity of 516.6 million metric ton will
be loaded in 2008 for the world merchant fleet. Given the fact that the African fleet is still
small and has remained almost constant in the past ten years, ilie realization of the objective
of 3.9 per cent of the world's fleet capacity would be a g.eat achievement. Given the
particular importance of the financial constraints in attaining such an objective, two other low
and medium variant are projected corresponding to 2 per cent a-^ ,.0 per cent respectively
of the world's fleet by 2008. The projected capacity of aie African merchant fleet, the
volume of traffic and the necessary investments are summarised in, the table oelow. It should
be stressed that the financing of the cost of investments in and operation of merchant ships
requires a search for competitive financing schemes and the rationalization of ship utilisation

are well as the control of ship insurance and transit costs.

The need for improvement of ports as outlined for the Second Phase of the United Nations
Decade for Transport and Communication in Africa have to be intensified so as to improve

port infrastructure, reduce the loading and off loading time, harmonize port statistics and
create data banks. In the effort to reduce shipping costs, African countries must, among

others, (i) adopt dynamic port policies to reduce port costs; and (ii) form efficient national
organs for shippers with the necessary skills to negotiate with other organs in the framework

of subregional co-operation.
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Table 11.23: Projected Capacity of Merchant Fleet, Traffic and Investment

African Fleet

(million dwt)

World fleet

Low variant (2%)

Shipping traffic

(million tonnes)

African total

traffic

Low variant

1985

634.1

7.4

490.8

490.8

1990

629.2

8.2

476.2

292.9

1
1993

612.3

8.7

458.9

281.4

2008

Hist,

seen

516.67

10.3

391.3

198.5

rate '7q

-1.2

1.1

-1.1

-2.3

2008

Norm.

Seen.

628.7

18.9

532.8

336.5

Growth

rate %

0.1

5.3

1.0

1.2

Source: ECA Projections

Under the normative scenario, Africa's seaborne trade which is assumed to represent

about 90 per cent of total merchandise trade will amount to US$425.7 billion by the year

2008. In volume terms, this will represent about 1,463.6 million tons in 2008 compared to
655.2 million in 1985. This will likely raise the share of African fleet from 2 per cent in

historical trends scenario to 3 per cent in the normative scenario.

However, one of the main difficulties in shipping is that the deficit in respect of freight

and merchandise insurance amounts to an average of 25 per cent of the African countries'

deficit on invisible accounts. The explanation of this large deficit in maritime freight account

of African countries is to be found in the insignificance of African shipping relative to world
shipping. If the ships flying the Liberian flag which are foreign-owned are excluded, the
percentage of Africa in world total shipping is well below 1 per cent. The normative
scenario assumes that this situation will change by 2008 when the provisions made by the
various subregional institutions to create a subregional shipping companies materialize.

4. Air Transport

Africa's air transport accounts for only between 3 and 5 per cent of the world total.
There h?« been, however, a vigorous expansion during the past few years. Under the

normative scenario, it is assumed that Africa's air transport will increase at a fast rate of 15
per cent per annum as against the world average of 12 per cent, assuming that the

Yamoussoukro Declaration will be fully implemented. This supposes that both passenger and

cargo transport will increase substantially by the year 2008 by 8.3 per ce.u per annum and
8.7 per cent to reach 46.3 billion tons/km and 301.3 billion passenger/km, lespectively. To

oversee the implementation of the Declaration, the African countries have taken steps to grant

the necessary autonomy to African airlines and airport authorities so as to revitalize their
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operations and management. Within the framework of cooperation among African airlines
and civil aviation authorities, some specialized departments and institutions have been

created.

Box 8

PROSPECTS FOR AIRLINES TNTERCONNECTEDNESS

BETWEEN AFRICAN COUNTRIES

African air transport is characterized by a poor air route retworK which does not

quite meet the needs of customers. Unlike in the other regions J the world, African
passengers have to make do with whatever the airlines can offer whereas, elsewhere, it is
the airlines adapting themselves to the needs of their customers. The African network is
oriented towards Europe, neglecting intra-African links. In fact, 75 per cent of African

links are intercontinental, with 80 per cent of the traffic transported by 27 European

airlines, as against 26 African airlines. With this, it is stil a common practice for a
serious-minded passenger travelling from point A to point B to transit through Paris,

London, Frankfurt, or Rome, among others, in order to reach his final destination in

Africa.

The region is served by 47 non-African scheduled airlines: 27 from Europe; 10

from the Middle East; 6 from Asia and the Pacific; 3 from Latin America and the

Caribbean, and 2 from North America. A number of the non-scheduled carriers, based

mainly in Europe, operate charter flights, particularly to North and East Africa and none

to West Africa. As it will be noted from the charts below, the international traffic

predominates heavily the intra-African air traffic, representing about 70 per cent of total
freight traffic in 1992 and 60 per cent of total passenger traffic.

Chart. 1: Air Transport Operating Results

The volume of intra-African passenger traffic which represented about 14 per cent in
1987 increased to 17 per cent in 1992. In contrast, the intra-African freight traffic share

declined from 33 per cent of total freight traffic in 1987 to 15 per cent in 1992. The air

routes within the African region have not expanded significantly for the past twenty

years. Of the 2809 possible air-links that exist between African capitals, only around half
of them have been exploited. Even among those direct lines that exist, only about 17 per

cent are exploited, leaving most the African capitals to be linked by indirect flights whose
connections can take more than 72 hours. Less than 3 African countries are linked by

daily flight, and less than 10 countries are linked by 4 flights a week. Currently there is

no direct link between North
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Africa and Lusaka and between Central Africa to most of the Southern Africa capitals.

As a consequence of this situation, it is observed that the quickest -vay of travelling in

Africa between African capitals is by passing through Europe.

Ethiopian Airlines started bringing Africa togetncr in 1946 wnen a scheduled
international passenger service between Addis-Ababa and Cairo was started and this
established the first link between North and East Africa. In 1960 the inaugural flight to
Robertsfied via Khartoum and Accra was made to link East, Central and West Africa
directly by air; eliminating the frustrations of having to fly to Europe just to get to the
other side of the continent. That route was consolidated in the 1960s and 1970s. In early
1980, Harare, Zimbabwe was added as an Ethiopian destination and in November of
1980*service was introduced to Abidjan, Cote d'lvoire. A second West African route, via
the Sahel countries was added in 1984, and daily service to West Africa began in 1987.
Recent additions to the Airline's African destinations include N'Djamena, Chad;

Lilongwe, Malawi, Ouagadougou, Burkina Faso and Lome, Togo. The link of East-
Southern Africa was strengthened by twice-weekly service to Johannesburg from 1993
and to Durban from November 1994. Hence pioneering 26 African destinations in less

than 50 years, Ethiopian Airlines has become a pacemaker in Africa's economic
development and integration. Its substantial passenger flow to key points within the
continent, has made it possible for African passengers to reach African destinations

without the cost and inconvenience of first getting to European gateways, before touching

African terminals.

As can be seen from the above charts, the share of domestic passenger traffic in total

was 12 per cent in 1992 against 14 per cent in 1987 and that of freight traffic was 15 per
cent and 24 per cent, respectively. However, following the deregularization measures that

have been taking place in many African airlines, several private airlines were created
namely to serve domestic market. In Nigeria, for example, there is a huge expansion of
private airlines' activities that are competing each other to share the domestic market.
Hence, traffic in domestic market has increased tramendously from one town to another.

In Zaire, following the financial collapse of Air Zaire, private airline companies - namely
CIBE and Shabair - took over some of Air Zaire's international and domestic routes.

Two important factors have hindered the improvement of long-haul services of the

African airlines within and outside Africa. First, the volume of intra-African traffic is
still very low, due to the low level of intra-African trade and the lack of coonperation

between African airlines. Secondly, the inability of airlines to obtain "fifth freedom"

traffic right makes it difficult for any African airline to operate on long-haul route. The

protectionism that is exerted by some African countries in granting the fifth freedom

traffic right has not facilitated the expansion of intra-african air routes.

However, there have been some encouraging developments in recent years,

including the establishment of joint airline operations on one of the transcontinental routes

crucial to the overall network. Within the framework of the Yamoussc ikro Declaration,

a new policy measure for progressive liberalisation, within two years, tn the traffic rights

within the African region as well as the strengthening of African airline cooperation has

been adopted. It is hoped that in the future the solution to the issue of fifth freedom
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The growth in air transport is predicated on the assumption that not only will there be
stimulation of the demand but also a vigorous response to the demand by the airlines which
provide the services and the governments which provide airports, navigational aids and other
infrastructure! facilities. It must be also kept in mine that the expansion of air transport in
Africa will depend on the income and price elasticities of demand for it.

Table 11.24: Improved Infrastructures for the Air Transport Network

Air Traffic

Passenger Traffic

(Billion Passenger-Km)

Freight

(Billion ton-Km)

1985

42.5

6.6

1990

63.3

10.29

1993

80.4

13.2

2008

Hist.

Seen.

265.9

48.0

Grt'.ih

Rate %

8.3

9.0

2008

Norm.

Seen.

313.7

59.0

Growth

Rate %

9.5

10.5

Source: ECA Projections

Air traffic is likely to increase at 8.3 per cent and 9 per cent for passenger and cargo traffic respectively.

Qualitatively, however, the historical trends scenario would still have a number of problems which would affect air

transport. These include:

reinforced co-operation among African airlines with more viable and profitable companies involving a number

of countries within the framework of subregional arrangements;

a more integrated air transport network connecting all the major centres of the African region and more

capable of efficiently handling traffic without undue delays; and

The normative scenario assumes that these problems will be overcome and, therefore, one would expect that the

growth rate of passenger traffic and freight will slightly peak up to about 9.5 per cent and 10.5 per cent respectively.

This will imply that the measures adopted at the Yamoussoukro Declaration adopted in 1988 related to air transport

are fully implemented; namely:

the integration of the existing African airlines;

improvement of management of civil aviation and aeronautical authorities;

elimination of physical barriers;

reorganization of the civil aviation authorities;

mobilization of domestic resources through appropriate tax and revenues and their reinvestment in the

aviation sector;

training and retraining of competent staff;

financial support by African government; to the existing training sen .s; and
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policy reforms hat clearly indicate the role of the government in all ope.ations of the transport system

and define the role of the operating institutions (national and private) and establish a conducive

environment for the active participation of the private sector.

(b) Communications 4

The posts and telecommunications sector has, in general received limited attention in African development

programmes, although it is essential for the economic and cultural integration of the regions through an effective
and modern system of information exchange. The present situation of postal and telepnune services in Africa

is characterized by many deficiencies in the establishment of structures for rapid communications. At a time
when communications are made by satellites, Africa is still behind despite the existence of the regional project,

RASCO, which came into being in 1993.

Box 9

SOUTH AFRICA SETS A NEW TELECOMMUNICATIONS POLICY.

In carrying out its mandate, the Government of National Unity of the "New" South Africa set out a

number of basic goals, principal among which are those encompassed by the Reconstruction and
Development Programme, viz: meeting basic needs, human resource development, economic development

and democratizing the state and society. Telecommunications, being a key sector for achieving these goals,
had to be transformed accordingly. Thus the Government set about drawing up a new policy for the sector.

The policy has been formulated in full recognition of the dynamic changes radically affecting the role and

position of telecommunications in the country, as well as of changes in technology, world trade liberalization

and globalization.

The new policy is contained in the White Paper on Telecommunications policy published in the

Government Gazette by the Ministry of Posts, Broadcasting and Telecommunications and launched on 15
March 1996. It is the outcome of a broad consultative process initiated with the launching of the Green

Paper on 7 July 1995. The Green Paper on Telecommunications policy was prepared by a Technical Task

Team of local experts, assisted by a team of international experts, including one expert from ECA.

The Green Paper identified the most important issues and options and posed relevant questions which

needed to be answered in order to formulate a broad national policy. The issues were the following: (i)
telecommunications and development in South Africa; (ii) market structures; (iii) ownership, investment and
financing; (iv) economic empowerment of historically disadvantaged South Africans; (v) regulation of the

telecommunications sector and the radio frequency spectrum; (vi) affordability and tariff setting; (vii)

equipment supply industry; (viii) human resources; (ix) regional and international cooperation; and (x)

legislation reforms to reflect the legal implications of the new policy.

On the basis of the submission received on the Green Paper, a National Colloquium on

Telecommunications Policy was convened and consensus was reached on most of the issues. The White
Paper is a culmination of this extensive consultative process.

(i) Telecommunications

It is estimated that in 1985 Africa had 5.2 million telephones or 0.7 telephones for every 100 persons.

This density stood at 0.9 telephones for every 100 persons in 1993. But this is a very low level especially when
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compared to the other developing regions of Asia and America where the number of telephones for every 100
persons is 3 5 and 10.8 respectively. There are also differences among the different African subregions. Thus,
the North African subregion has a relatively high number of 1.92 telephones for every 100 persons. One of
the principal causes of the poor telecommunication level in Africa is the high cost of equipment which have to
be imported at a time when there is a scarcity of foreign exchange. However, telegraphic services have

progressed better. The PANAFTEL programme is in the process of establishing a network of earth to satellite
connections covering 29,700 km2 in 33 African countries. But the level of utilization of this network is very
low due to its lack of reliability, lack of maintenance of its circuits and the high cost relative to the networks
outside of Africa. On the basis of historical trends, the number of telephones in Africa are projected to increase

by around 18 per cent per year to reach 232,323 telephones by 2008 or 4.5 telephones for ev-ry 100 persons.

Table D.25: Projection of Telephone Deiuity in Afric« by 2008

normative Scenario!)

Sub-region

Sub-Saharan Africa

North Africa

Total Africa

1983

Population

(million)

398,178

95,771

30,157

513,116

DELS

(1000)

1,194.5

1,494.0

2,071.8

4,760.4

Density

DEL'100

Pop.

0.30

1.56

6.87

2.91

1993

Population

(million)

508,185

150,881

40,774

699,840

DELS

(1000)

2,296.9

4,961.7

5,738.4

10,997.0

Density

DEL/100

Pop.

0.45

3.29

9.16

4.30

Population

(million)

732,721

189,380

64,102

986,203

2008

DELS

(1000)

6,124.9

30,029.7

9,061.0

45,215.6

Density

DEL/100

Pop.

0.84

10.94

14.13

8,64

Under the normative scenario, the density of telephone lines per 100 persons is

expected to reach 8.64 for Africa as a whole, including South Africa. This projection is

based on the assumption that the African countries will incorporate new changes in their

PAN-African telecommunications network-PANAFTEL. These charges will include new

generations of satellites, optical fibres and submarine cables. This revolution will result in
more developments in telecommunications in the next decade than have occurred in the past.

African countries are potentially the world's largest market for telecommunications systems

and products.

(ii) Postal Services

Africa had only 11,200 post offices in 1981 as compared to 331,000 for all

developing countries. On average, each post office serves 30,500 persons over an average

surface of 1,760 km2 as compared to the international standard of 3,000-6,000 persons for
each post office over an area of 30 to 40 km2. The total postal traffic in Africa was only

2,154 million objects in 1981 and 3,286.1 million in 1993. The historical growth in postal
traffic has been very low. As such, according to historical trends, the number of postal

objects is projected to grow by 4.5 per cent yearly to reach 63,595 million by 2008 while
the number of post offices will reach 70,500.1 in the same year, implying a rate of growth

of 7.5 per cent yearly.
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Table 11.26: The Postal Situation (1985-2008)

1985 1990 1993

2008

Hist.

Seen.

Growth

Rate %

2008

Norm.

Seen.

Growth

Rate %

Postal packages

(millions)

Post Office Boxes

(millions)

Post Office

(numbers)

Telecommunications

(number of telephones)

2,310.7

1,457.8

13,359.6

3,069.3

2,879.6

2,957.7

19,179.5

7,797.9

3,286.1

4,521.8

23,826.6

13,643.9

6,359.5

37,765.8

70,500.1

223,740.4

4.5

15.2

8.5

20.5

8,451.3

57,688.2

89,207.6

406,819.3

6.5

18.5

9.2

25.4

Source: ECA Projections

Under the normative development scenario, the annual rate of growth of postal

packages will be 6.5 per cent while that of post office boxes is 18.5 per cent, if we assume

that the overall economic activities (GDP) will increase by 6 per cent a year. The number

of post offices in the rural sector are assumed to increase substantially by the year 2008, with

the expansion of the economic activities.

(c) Tourism

The trend of international tourists to Africa showed a growth of 5.6 per cent during

the period 1975-1985; thus increasing from 4.6 million to around 8 million. The evolution

of the region's capacity to lodge tourists also increased. The number of hotel beds increased

from 110.978 in 1975 to 217,157 in 1984.

Under the historical trend scenario, it is assumed that international tourism as a whole

will continue to grow more or less at the same pace as in the past decade. This assumption

which at first glance might seem optimistic given the slow growth of population in the
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developed countries is predicated on the trend of a change in the age structure of
international tourists. Thus, the young population is increasingly entering into tourism. On
the basis of these trends, tourism in Africa is also projected to maintain the historical trend
growth or even accelerate a little to around 6 per cent yearly for the total number of tourists

to and within Africa.

The policies that seem pertinent to the attainment of the projected growth in tourism

in Africa include the following:

(a) increased economic social and political stability;

(b) encouragement of intra-African tourism;

(c) creation of inter-state touristic networks;

(d) establishment of co-operation mechanisms in tourism; and

(e) training of the different personnel of the tourism industry.

(d) Policy Implications

The development of the transport and communication is a fundamental prerequisite for

the full realization of Africa's economic and social integration. LPA and the recent Abuja
Treaty for African Economic Community have both assigned a special role to transport in

the process of socio-economic transformation. To enhance the success of the UNCTAD II,
considerable attention should be given to the identification of projects is the different sub-

sectors of transport and communications, strengthening the mechanism for coordination and
monitoring at the subregional and regional levels with the existing and planned national
structures, and mobilization and coordination of finance in particular for the main trunks and

feeder roads of the planned trans-African highways.

There is a need for the establishment of effective links between different modes of
transport and their harmonization in order to increase their efficiency. This, however, need
to be strengthened by measures to upgrade and improve the operational capacity of the

different modes, hrough:

- rehabilitation of existing modes

- developing maintenance and repair capacity

- modernization of the sector through purchasing of new stocks and modern equipment

to cope with the growing traffic

- building and upgrading the physical infrastructures

- reduction of physical and non-physical barriers with the aim of promoting intra-

African trade

The normative scenario stipulates the development of the rural areas and expansion

in the overall level of industrial activities which crucially depends on the capability of
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an efficient and integrated transport network. To bring about a speedy integration of

the continent, intensive efforts are necessary to go beyond the completion of the
Transport Decade in 2000 mainly in areas of critical importance for the integration of
the African continent. It is therefore expected that an additional length of 101,922 km
would materialize by 2008 from the construction of four additional trans-African

highways, namely: (i) Dakar-Tripoli-Luanda-Windhoek; (ii) Nouakchott-Cairo; (iii)

Dakar-N'bjamena-Massawa; and (iv) Beira-Lobito. Moreover, the anticipated
increases in length of railway network of 26,000 km with a speed of over 100 km/h,
with efficient engines as well as electrification would be expected by the year 2008

according to the prospects of the Master Plan of the Union of African Railways.

In view of the fact that some of transport and communications equipments required

can be manufactured in Africa, it is necessary to integrate both the programme of

UNTACDA II and IDDA II in such a way that they complement each other at the

national, subregional, and regional levels. The subregional transport programmes have

always been tackled in accordance with the protocols of subregional institutions such

as ECOWAS, ECCAS, COMESA, SADC, and the Maghreb Arab Union. In the

implementation of those protocols, attention should be given to the integration aspect

of the various modes of transport and communication in order to respond to the

demands of the subregional markets.

E. SECTORS IN SUPPORT OF CAPACITY BUILDING

1. The human resource base

Education

A major target of developing countries has been the attainment of universal primary

education (UPE). Among social goals, access to education is regarded as most important,

although this is affected by demographic pressure and economic conditions. As the

population, increases, the demand for access to educational facilities also increases.

Attendance at regular academic institutions has increased in almost all countries for each of

the three levels of education, but at a slower rate because of economic difficulties which have

affected the availability of educational facilities. Female participation has increased, but
gender disparities continue to cause concern. The democratisation of education will not be

achieved, unless steps are taken to change existing trends.

Access to primary schools, which increased appreciably between 1960 and 1980, has since

declined. A UNESCO 1993 study points out that in sub-Saharan Africa the existing capacity
can only enrol 2 out of 3 children of primary school age. The reasons for this are the high

birth rate, civil strife and socio-economic factors that have affected the provision of school
places. In 8 countries, there was an actual fall in first level enrolment, while for another 13
countries, although absolute enrolment grew, the increases did not keep pace with the
population expansion, and consequently there was a declining access to primary school

(represented by the 6-11 age group).
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The gross enrolment ratio relates the enrolment for a level of education to the

corresponding school age population. Between 1980 and 1991 gross enrolment ratio declined

in Ethiop i, Kenya, Liberia, Madagascar, Mali, Mozambique, Nigeria, Angola, Tanzania,

Zaire, Comoros, Mozambique, Ghc -a, Cote d'lvoire , Central African Republic, Guinea,

Sierra Leone, Liberia, Rwanda and Morocco. For many countries such as Angola, Comoros,

Cote d'lvoire, Ethiopia, Ghana, Kenya Liberia, Madagascar, Mali, Mozambique, Nigeria,

Sierra Leone, Somalia, Togo, Tanzania and Zaire the gross enrolment ratio for boys declined

much more than that of girls. Although this could imply reduced interest and incentive in

the enrolment of males nevertheless it has led to a decrease in gender disparity. For the

second and third levels of education, the gross enrolment ratios have increased over the last

three decades, but participation of the eligible population is relatively low, secondary
education being represented by the 12-17 age group while higher education is represented by

the 18-23 age group.

The impressive expansion of enrolment, which has ocurred since 1960 and is projected

to continue into the early decades of the 21st century, has led to increasing participation of

females in the educational process. However, despite this progress, gender disparities in

education are expected to continue for a long-time in Africa. Based on present trends, it
appears that in the next millennium, the major educational concern, will be the lack of access

to basic education because of growing demand from an increase in population and financial

resources. New measures are therefore necessary to correct the existing deficiencies, reverse

recent adverse trends and cater for the growing school age population.

Concomitant with the enrolment trends are the social implications in terms of the rise of

illiteracy, resulting from such trends. In the case of sub-Saharan Africa, UNESCO figures

indicate that the number of children out-of-school remained constant in the period 1960-1980.

But, since 1980, the absolute number of children, out-of-school has grown, and the increase

is projected to continue until 2025. The proportion of children not enroled has remained

constant at about one-half of the population in the 6-11 age group. Estimates for the

decennial 1990-2000 will also be 50 per cent for the 6-11 age group and 62 per cent for the

12-17 age group. For the period 2000-2010, the figures will be respectively 51 per cent and

64 per cent.
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Box 10

Primary Education in Mauritania

In the context of the 1990 Jomtien Conference objectives of Education for All and making schooling

inclusive, Mauritania's restructuring programme for primary education has shown tremendous progress.

Access to basic education has increased as shown by the growth in the gross primary enrolment ratio.

Between 1990 and 1993, Mauritania achieved the largest increase in gross primary enrolment achieved in

any Sahelian country in a short time. The primary enrolment ratio has risen dramatically from 55 per
cent in 1990 to 77 per cent in 1994-95, which is higher than the average for sub-Saharan Africa.

Primary enrolment grew by 2.6 per cent between 1986 and 1990, and then rose by an average of 10 per

cent a year between 1990 and 1993.

The level of participation of girls in primary education expressed in terms of gross enrolment ratios

increased phenominally in Mauritania with increases of more than 20 percentage points. Gender gaps in

primary school net enrolment ratios were reduced during 1980 to 1992 in most Sub-Saharan African
countries for which data is available. Gender gaps in the survival rate to grade 5 reduced considerably in
Mauritania, from 1980 to 1992, as also gender gaps in the coefficient of efficiency were reduced. Female

survival rate to grade 5 increased from 54.7 per cent in 1980 to 79 per cent in 1995, and the coefficient

of efficiency increased from 55 per cent in 1980 to 71 per cent in 1995.

In terms of sector policy, Mauritania as part of its Economic Recovery Programme gave top priority

to primary education, and later in the Letter on Education Sector Policy of the government of Mauritania

of 1993 focused on the objective of providing access to primary education for all school-aged children

between 6 to 11 years with a view to reaching a gross primary enrolment ratio of 100 per cent by the

year 2000 , improving quality management and resource use, promoting private sector participation in

education, and doubling the intake into lower secondary school. The foundations rest on classroom

construction, multigrade teaching, improving girls participation, textbook availability and teacher

training.

Mauritania is a vast desert country with a very limited resource base, but a level of urbanization of

48 per cent, the highest in the Sahel. The largest urban concentration in Mauritania is in Nouakchott,

where 39 per cent of the population lives, which demographic fact has no doubt helped in raising the

literacy rate of the country. There however are wide regional and social disparities, with enrolment

ratios in some regions ranging between 45 per cent and 50 per cent, and the share of girls falling to

below 40 per cent in the East and Fteuve regions. This reflects the fact that there are clear effects of the

social structure on education in Mauritania. The literacy rate among men in polygamous households is
four times the literacy rate among women, and there is a need for offsetting drives targetting the

education of girls and women. The education of girls and women has to be closely linked to a wide

variety of demographic, social, cultural and economic issues that have far reaching effects on population

growth, health, nutrition, fertility, infant mortality, which have implications for productivity and

earnings. Also, educated mothers tend to value and encourage the schooling of their children, which can

produce long-term multiplier effects on further demand for education, level of participation and

educational achievement. Important sector development issues also relate to the fact that at primary level

access remains limited in rural areas generally and in backward regions of the country, health,
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There has been a sharp increase in the demand for formal education in Mauritania. In the social

sectors, government expenditures for basic education and primary health are expected to increase with
expanding demand. At the secondary and higher levels pressure for access is outpacing governmental
capacity to comply. There has been intense public participation in the educational effort, as communities

have put up classrooms, usually with government assistance, and the government has provided operating
inputs. Since 1990, communities have doubled the number of classrooms put into use each year from 150

to 350 (roughly 200 with government support). The success of primary enrolment, which has enjoyed a
10 per cent increase since 1990 is attributed to a successful school construction programme, increased

demand and the expansion of multigrade teaching in rural areas. The government is also trying to
improve primary school educational services (programs, materials and teachers). Improved resource

management and cost control are emphasised along with support for the expansion of primary schools.

During the 5-year period 1994/95 to 1999/2000, through classroom construction and efficiency measures,

64,000 additional student places are sought to be provided, mostly in underserved peri-urban areas of

Nouakchott and six regions, where access to primary education have been lowest, raising their enrolment
ratios from between 60-70 per cent to 80 - 90 per cent. Programmes to boost girls' primary school
enrolment from 44 per cent to 50 per cent of the total with corresponding increases in secondary

education and teacher training have been put in place. Local communities are required to aparticipate

financially in primary school construction and maintenance, reducing the burden on the government

budget and increasing ownership and sustainability. Primary education accounts for 80 per cent of the
student population and receives about 38 per cent of the total education budget. Costs are driven by
excessive personnel costs and poor personal management. Efforts to curb budgetary increases to higher
education have been stifled by pressure from university students and administrators. Also, ineffective

management has allowed education enterprises to mushroom at a high cost. Maritania has sought to

increase private sector participation in education to 10 per cent of total enrolment by the year 2000.

As the government of Mauritania has sought to expand access to primary education, it has focused on

rural areas and the participation of girls. Mauritania has undertaken an action plan to increase the

enrolment of girls with a gross enrolment ratio of 58 per cent, compared with a ratio of 69 per cent for
boys, mainly attributable to the lower participation of girls in four regions. The programme aims to

boost female admission, retention, achievement and promotion. Factors contributing to low enrolment

and high dropout include some related to the education system itself, and others to girls' economic and
social environments. A lack of schools near home in certain areas, non-annual admission in most rural
areas, repetition and expulsion practices, the poor quality of education, and limited access to further
education or jobs play a role. In addition, poverty and traditional expectations of girls' and women's

contributions to the family economy conspire to increase the need for girls to work, while the importance

of marriage and family raising, combined with late enrolment and repetition lead to abandonment at an

early age.
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The action program* to promote female education includes the adoption of policies and
ad-inuSratWe ^asPur«Tencourage the admission of six-year old girls to primary "^.thereby
allowing girls to complete primary school before puberty or marriage, permit young mothers tofinish
?he™7tudTwali™ cecities and schools greater authority to set the school calendar to
accoLo£7eChildren's work requirements, increase to 50 per cent the share of. female secondary
scholarship recipients, and increase the number of women in management positions in the Ministry of
EdEItiS There would be pilot interventions in terms of extra teacher time going into tutoring
sesiionTfor girfs in grades 6 and 9 to improve their ability to pass entrance exams into secondary
scho^rind teacher training colleges, and the introduction of a pilot support fund to finance local
"i~atWes"rraise g.H? enrolment designed to increase admission and lower dropout rates among
girls. The government has also prepared targets for increasing girls' share in primary enrolment in

each region.

The conwunity-based primary classroom construction programme seems to have been a key factor in
the succe^Tof the primary education efforts of Mauritania. Given the government's objective of
untvertal primaryeducation by the year 1999/2000. new classrooms would need to be constructed in
Seu^rserv™ regions in The Fleuve and the East to provide sufficient capacity to raise the
enrolment'ratio in these regions from 60 to 70 per cent to 80 per cent, and in the high growth peri-
u^nTreasof^No^kchott.^ Accompanying policy measures have sought to keep the^pr-mary -^cation
budaet within reasonable limits, and ensure the needed number of aggregate student places while
e^tU more girls with double shift and multi-grade teaching, reduction of the repetition rate and
recruiting more instructors.

There is widespread awareness and appreciation of education in Mauritania, and active community
involvement in the efforts for realization of the government's objective of a 100 per cent gross
Dfimerv enrolment ratio. A classroom construction program* based on community management and cost-
sha^ hTbein in place in Mauritania. Comities are responsible for school construction either
fay JoTng the work themselves or by contracting it to local entrepreneurs. In either case^
comunities are required to contribute to the cost of construction by providing financing. Labour and
sometimes locally available materials. Classroom designs are simple and adapted to local
construction practices and unit costs are low. The government provides communities with a subsidy on
t£ £5 oTcTvil works. Technical assistance is provided to mobilize the conmumty. tram local
artisans to do the work and supervise construction. The responsibilities of the community and the
g^er^ent, including a paymenTschedule, are spelled out in a contract signed by the two parties
before construction starts^ The education efforts have received foreign support, leading to a three-
way £rt™rs£ip between the donors, government and the community. Expanding access and improving the
oualitv of primary education would be through financing comnunity-based responsive primary classrooms
Snsiruc?ion programs, supporting special measures to boost girls' partidpation improving the
o£e o^r aTdTsTn'outioTT of SexTbooks, teachers guides, curricula and teacher training
Mauritania needs 118,000 new school places, 2620 new classrooms at the rate of 525 £' Y», -ith
a required average annual increase in enrolment of 5.7 per cent for males and 8.8 per cent for
females for the achievement of the goat of universal primary education by the year 2000. males

Declining enrolment ratios and decreasing educational coverage of the school-age

population in Africa constitute clear evidence that the increases in enrolment have not kept
pace with the growth of the school-age population. Enrolment ratios are participation rates,

showing the proportion of given age groups enroled at school. Annual enrolment growth

rates for Africa are 2.8 per cent for primary, 3.0 per cent for secondary and 3.9 per cent for
higher education for the decennial 1990-2000. The projected growth rates over the period

2000-2008 are 2.1, 2.3 and 2.2 per cent for primary, secondary and higher education.

The original normative scenario for human resources in 2008 was based on the Lagos Plan
of Action and Final Act of Lagos. However, in the context of the development crisis

characterised by economic stagnation and the debt crisis, Africa had to adopt structural
adjustment programmes, which have sought to stabilise national economies and help recovery

in economic growth in the region, not necessarily with self-reliance and regional integration

as the underlying principles of the LPA strategy.

23 UNESCO/Africa Academy of Scieocet. "Female Participation in Education in sub-Saharan Africa", 1995.

24 IBRD, Report # 1359 - MAU, 1995.
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On the basis of calculations using statistics available in the latest UN World Population

Prospects, the medium growth scenario suggests that the African population, estimated in
1995 at 728.1 million with a growth rate of 2.47 per cent, is projected to reach 1016.8
million by 2008. The high growth variant estimates that population will reach 1,043.9
million in 2008, while the low growth variant estimates that the African population will reach

985 million in 2008.

Following APPER and UNPAAERD, in the field of human resources development, at

least 60 per cent of African countries have taken action on the reorientation of their

educational systems to meet the needs of development, and 83 per cent were intensifying

efforts to promote mass literacy and adult learning. About 70 per cent of the countries

devised programmes to assist small farmers, women and youth. Moreover, several

measures, which would indirectly increase the productivity of African human resources, have

been instituted, especially with regard to the modernization of agricultural production. Some

63 per cent of the countries formulated policies and programmes to develop indigenous

entrepreneurship, which would ensure the greater participation of the private sector in
development. Others had programmes to better integrate women in the development process.

However, only a few countries had policies for stemming the rural/urban drift, and even

fewer had devised measures to halt and reverse the brain drain. Only 53 per cent of the
countries surveyed undertook action to reduce dependence on outside expertise.

African institutions have defined roles in the implementation of APPER and UNPAAERD.

The leaders of institutions of higher learning have defined new actions at the sinregional and

regional levels. These include the development of research and teaching programmes, and

consultancy assignments to help implement the various elements of the priority programme.

There is also need for the harmonization of approaches in the search for solutions to common

problems of development, especially the problems of countries in arid and semi-arid zones,

landlocked countries, and island and least developed countries.

To implement these decisions, institutions have set up panels to review curriculae for

North Africa, West Africa, and East and Southern Africa in the administrative and

management sciences, the basic and natural sciences, the social, economic and political
sciences, and prepare university level textbooks for undergraduates. A regional consultancy

bureau has been set up to facilitate the strengthening of university consultancy capabilities

to better serve the continent's development. A five-year programme of R& D has been

drawn up to respond to needs in the priority areas of food and agriculture, medicine,

engineering and technology. There has also been an identification of lead institutions in

which it is planned to concentrate resources for the development of R&D, postgraduate

programmes, and specialized teaching and learning institutions. However, it is at the same

time estimated that between 1985 and 1987, more than 30,000 middle and high level

educated Africans migrated to other regions of the world in order to seek a better life.

The transformation of socio-economic structures in Africa requires a skills base upon

which the new structures need to be built. This would call for fundamental changes in

Africa's education and training systems, so that they are of greater relevance in their
knowledge and skills development activities. More emphasis would need to be placed on the
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production of scientific, technical, managerial and skilled manpower, as well as vocational

training programmes, especially in agriculture-related fields. R & D activities will also need
strengthening with a greater emphasis on problem-solving for agricultural development.

In the education sector, structural adjustment measures will significantly alter the

preliminary projections of the earlier perspective study. Note should be taken of the
reductions in state subsidies to secondary and particularly higher education, and the greater

emphasis on primary and basic education in national agendas. Non-formal education and

adult literacy programmes are expected to have significantiy expanded by 2008. Cumculae
and course offerings are to be re-oriented in order to emphasise scientific, technical and

agriculture-based subjects. Efforts are being made to expand vocational education, especially
in the rural areas. Moreover, integrating subregional and regional markets are expected to

encourage sharing indigenous expertise on a subregional and regional basis.

Table 11.27: Educational Enrolments

1st level

2nd level

Million

1993

84.9

25.8

2008

123.4

38.2
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3rd level

Population (Medium

variant)

2.9

702.1

4.8

1,077.5

Based on available data and information, which draws on UNESCO estimates, it is

projected that the relative shares of Africa for the first, second and third levels of education
are approximately the same at 74 per cent, 23 per cent and 3 per cent in 1993 and 2008
Educational enrolments are expected to increase most rapidly for third level enrolments (65.5
per cent which has a small base), followed by second level enrolments (48.1 per cent) and
first level enrolments (45.3 per cent). It must be noted that figures for 1993 are calculated
from 1991 actuals by applying estimated UNESCO growth rates for 1990-2000.

The African population is projected to register a 52 per cent increase between 1993
and 2008. This suggests that total educational enrolment as a ratio of population will
decrease from 16.2 per cent in 1993 to 15.4 per cent in 2008, while primary enrolment is
expected to drop from 12.1 per cent of total population in 1993 to 11.5 per cent in 2008.
Further statistics indicate that secondary enrolment would decline from 3.7 per cent of total
population to 3.5 per cent, while third level enrolment would be unchanged at 0.4 per cent
of the total population. These trends are clearly a cause of concern for human resource

development as related to education in Africa and need to be reversed, if the socio-economic

development of the continent is not be be seriously jeopardised.

Employment

The employment situation in Africa is a cause of concern because of the inability of
the urban-based formal sector to provide employment for a growing labour force. African
labour markets have been characterised by employment primarily by the government, or

within the public service sector, or the large import-substitution related state undertakings

with high capital-labour ratios. School leavers and university graduates looked to the public
sector for jobs. However, with structural adjustment, there have been far-reaching lay-offs

in many countries and public employment prospects are being viewed as uncertain.
Declining or stagnating levels of wage employment, have led to the growth of a large

informal urban "refuge" sector.

Job opportunities for the future have increasingly to be linked to the growth of private

small-scale labour-intensive enterprises and self-employment. Progress in these areas has

been slow, and the problems of open unemployment in the formal wage sector are creating

a class of educated unemployed. The problems of underemployment in the rural and urban

informal sectors are severe, and compounding the issue of poverty in Africa, which is linked
to the lack of development of productive employment. Indeed, it is estimated that the
proportion of people living below the poverty line in the continent will grow from a level of
48 per cent in 1990 to 50 per cent in the year 2000, as food prices rose with the removal of
agricultural subsidies following the Uruguay Round Agreements.
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With the removal of price controls, real wages have moreover declined in many

African countries, and taking into account retrenchments as part of industrial rationalisation,
there may have been some reverse but insignificant urban migration. Given the employment
potential of agriculture and the development of rural markets, access to credit and farm
inputs are therefore very important. Also, equal opportunities for men and women should
be ensured as part of the employment planning process. Likewise, a key social obligation is

to guard against the detrimental effect of HIV/AIDS, as it can sap the vitality of the

productive labour force of the continent.

Box 11

THE EFFECTS OF LENDING BOOM- IN THE 70'S ON THE REGIONAL

LABOUR FORCE

The de-emphasising of import discipline and local production capacity

enhancement reflected heavily on the manufacturing labour productivity and wage earning
per worker in Tropical Africa as a percentage of the North African levels. According to

UNIDO Global Report 1992/93, labour productivity fell from its levels of 15.7 per cent

in 1970 to 12.57 per cent in 1980 and further down to only 10 per cent in 1990. At the
same time, wages compared to North American levels fell from 10.5 per cent in 1970 to
9.20 in 1980 and further down to 8.68 per cent in 1990. In all, this represents some 30
percentage points reduction in labour productivity and 20 percentage points reduction in
wages as most African countries abandoned their import substitution strategies with sharp

increase in lendings from Euromarket and the Bretton Woods Institutions.

Using growth ; tes from World Population Prospects 1990 published by the United

Nations the African opulation has been estimated at 702.1 million in 1993, and the
population is projected to reach 1077.5 million in 2008. The urban population of the
continent has been growing faster than that of any other region for some time, and is
expected to continue to do so into the twenty-first century. Some 35 per cent of the African
population now lives in urban areas, and is moving into larger urban agglomerations. The

African urban population is estimated at 242.8 million in 1993, and is projected to reach 466
million in 2008. Africa is also the only major region in the world, whose rural population
is expected to increase over the period from 459.2 million in 1993 to 611.5 million (33.2 per
cent rise) in 2008. The labour force is expected to increase from a level of 261.8 million
in 1993 to 402.7 million (53.8 per cent increase) in 2008, with the agricultural labour force
projected to grow from 161 million in 1993 to 200.7 million (a 24.7 per cent increase) in

2008, while the non-agricultural labour force is expected to increase from 100.8 million in

1993 to 202 million (a 100 per cent increase) in 2008.

2. Perspectives of Science and Technology in Africa

The development experience of the last two-and-halfdecades has demonstrated beyond
doubt the critical importance of achieving rapid technological capability in Africa if overall
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development objectives and goals are to be attained. A review of national responses to

promote science and technology (S&T) development and recent trends indicates, however,

that the limited national capacities have not been fully and efficiently mobilized.

Research and development (R&D) is the most important source of technology in the

modern world. Technology used in African countries is based mainly on untested received
theories, and does not result from a systematic and creative local surveys on R&D.
Development of research funding since 1974 for the continent as a whole has remained at the
same average of 0.36 per cent of the Gross National Product (GNP), which falls far below
the one per cent target set by both the Lagos Plan of Action (LPA) and CASTAFRICA.
Without local surveys of R&D, policy decisions regarding science and technology will remain
doubtful and inexact and will fail to convince investors of possibilities for investment and
potential. Most of the technologies imported from the developed countries to African
countries are in an advanced stage, therefore cannot easily fit with the local conditions of
African countries. In this context, it is unrealistic to suggest that African countries should
revert to the industrialised countries' 20th-century advanced technology without following the
stages that have characterized the development of those countries' technology. Foreign
xhnologies are specific to the resource endowment, both human and financial, production

structure and related social configurations of the foreign countries. In Africa, the best
method to absorb imported technology is through the process of adopting and adapting these

technologies to local conditions.
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BOX 12

TfTFf MANUFACTURING OF RABBIT CAGFS IN TUNISIA

Socio-economic development depends on the transformation and exploitation of the
natural resources by the society. One of the most powerful instruments for the
utilization of the natural resources and to fostering development is the use of science

and technology.

In the African context, use of the existing links between humans and nature in a
more responsive manner for development of science and technology are often
marginalized. In addition, links between science and technology and productive sectors

are also limited by the lack of application of research findings. While there is a
professed realization of the importance to develop both science and technology and
environmental protection in such documents as the Lagos Plan of Action (LPA) and the
United Nations Programme of Action for African Economic Recovery and
Development, 1986-1990 (UN-PAAERD), this is seldom translated into action.

Known success stories of application of locally developed science and technology in
ctical manner to produce a given product in a more efficient and economic way, such
as the University-Industry link for the manufacturing of rabbit cages in Tunisia, are

very few in Africa.

The manufacturing of rabbit cages in Tunisia is a fruitful relationship between the

engineers of POULINA Company and the Department of Industrial engineering of the

National Engineering School (ENIT) of the University of Tunis.

The POULINA Company was created in 1965 by a young Tunisian agronomic

engineer who identified the need for farm chicken by the Tunisian consumers. In
1985, ENIT introduced a programme of Value Analysis, to demonstrate the practical
use of this important tool for cost reduction in manufacturing and improving

competitiveness. As the poultry business grew, the company diversified to the
manufacturing of poultry and cattle feed, detergents, mechanical construction, computer

service, etc. As of 1995 POULINA had about fifteen profitable companies. This joint
effort resulted in about 20 per cent reduction in the cost of manufacturing rabbit cages.

The greatest lesson from this relationship is that University-Industry link needs not

begin with sophisticated projects.

In view of the desired emphasis on increased employment opportunities and

accelerated economic development, Africa would need neither too much advanced technology
nor purely low level labour intensive technology. Introduction of appropriate technology

termed variously as "appropriate", ■'intermediate", "low cost", "alternative", or "soft"
technology, is a matter of restructuring African tastes to correspond to the basic needs of the
mass majority. African countries should concentrate on relatively simple technology, with
a view to increasing productivity and reducing costs in export-oriented activities, while
striving to take part in the development and application of the more advanced technology,
in order to benefit from "learning by doing" and reducing, in the process, their tecnological
dependency. Their ability to approopriately undertake aggressive policies to participate in
the development of those advanced technologies, and to link imported technology to national,
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subregional and regional socio-economic development endeavour, will directly influence the

economic and social development of the region.
In Africa, indigenous production systems and their linkages with innovation systems

to devise new applications, remain relatively weak. Countries are confronting with the

problem of competence in adequately identifying and defining the problem requiring a

technological solution; in selecting the particular type and form of technology most suitable
for the solution of the problem; in moving it to the location of optimum use; in setting its
various parts up in working order; and, in operating and maintaining it. In order to
overcome these drawbacks, African countries need effective machineries for evaluation,

selection, packaging, transfer and adaptation of imported technologies. These machineries

must have capability to find appropriate solutions to the problems of the physical and social
environment of these countries, and to pass them on to the production systems. Moreover,

efforts should be made to create, transform, and absorb modern technologies in such a way

that are accepted and useful to African countries from the standpoint of their socio-economic

development, in order to achieve the required technological breakthrough.

With recent scientific and technological developments in many different fields,

developments which could have detrimental impact on the value of African primary

commodities, African member States should enhance their efforts to capitalize on these

technologies by increased research and development that can enable them to diversify their
production and find alternative markets for processed goods and materials. To that end,
strengthening of indigenous technology through indigenous innovation must assume priority

in African region. This also calls for a careful examinations of technical assistance and

foreign aid programmes. In the area of nuclear science, some African countries have
devoted their attention with a view to exploit the special features and applications of that

field. However, strategies need to be developed in order to strengthen Africa's hand in

mastering and utilising nuclear techniques in its socio-economic endeavour. The peaceful
uses of nuclear technology have demonstrated its efficacy in such areas as the use of isotope

techniques in hydrological explorations, improvement of animal health and nutrition, quality
control in industry, etc. It is worth noting that in a number of instances, nuclear techniques

offer the most viable route to the solution of a given problem.

3. Environment

The major environmental challenges that Africa is most likely to face are related to

(i) the control of demographic trends and population pressure; (ii) the efficient and equitable
use of water resources; (iii) the prevention and reversal of desertification and environmental

management of species and eco-systems.

Population and environment

The correlation between rapid population growth rates observed in various African

countries and environmental degradation has become a serious concern for African

governments and people. This is because in recent decades, the pressure exerted on semi-
arid lands of Africa because of an increse in the populations of both humans and animals
has grown much faster than in the fertile lands. Consequently, famine is becoming
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increasingly common in those areas. The main cause of this is destruction of forest cover

by poor people looking for land to cultivate and/or fuelwood.

To check this, African governments have committed themselves, within the context

of the African common position in Agenda 21, to undertake long-term programmes which

would aim at: (i) developing and disseminating data on the relationship between population

trends and sustainable development; and (ii) formulating integrated national policies on

environment and development that take demographic factors into account. The proper

implementation of these programmes would brighten the prospects of Africa to protect and

preserve its environment within the first decade of the coming millennium and beyond.

Efficient and equitable use of water resources

As a result of serious and prolonged drought, the water resources of the continent

have sharply diminished, causing most African countries to experience chronic and severe

water shortages. This is happening at a time when in all the countries, water demand has
been increasing rapidly because of population growth, urbanization, industrialization and

irrigation needs.

The climate change observed world-wide is also having a serious impact on water

resources. High temperatures and decreasing rainfall have brought about not only a decline
in available water resources to meet growing demand but also a deterioration in the quality

of freshwater resources.

The rapid growth of demand has led to the overexploitation of underground water

resources and its attendant deterioration of the environment. This is why water tables have

fallen, wells are drying up, salty water is seeping into coastal areas and aquifers are

shrinking. Increased demand for water supply to large herds of cattle has been the cause of

the deterioration of soils in ecologically weak areas.

The increased demand for water has not been accompanied by appropriate water

management policies so the quality of water has deteriorated. In recent years, the problem

of household, industrial and agricultural pollution has worsened. In several African
countries, water has been contaminated by bacteria, organic matter, suspended wastes and

nitrates. There is also the danger resulting from the increased use of fertilizer and pesticides

in agriculture. A good number of shallow water tables have been contaminated by

pathogenic substances coming mainly from excreta and no systematic control of water quality

has been instituted to avoid the considerable risk of serious illness for the majority of

Africans.

The solution to the many problems that increasing water needs are creating can be

achieved only through the rational and efficient use of water by all sectors since excessive

demand for water calls for the expansion of infrastructural facilities and raises running costs.

The problem is particularly serious in the area of agriculture and irrigation which require

plenty of water.

The integrated development and management of water resources should be based on

the fact that water is an integral part of the eco-system and constitutes a social and economic
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asset whose quantity and quality determine its use. Future water supply strategies should be
based on the setting of realistic goals by governments, the adoption of low cost technologies,

the introduction of cost sharing through the application of tariff policies in communal water
use and the increased participation of rural communities and people, most particularly women

in those areas where the need is greatest. It would be necessary to ensure that drinking water
and sanitation programmes are fully integrated in national planning for environmental and

sustainable development.

Environment] management

Tropical forest in Africa are disappearing at a rate of 3.7 million hectares each year.

More than half of this is happening in West Africa alone. Over 30 per cent of the virgin
forest of Cote d'lvoire has already disappeared. In South-East Guinea, the situation is
critical. The same applies to East Africa. In Madagascar, it is estimated that the loss of
more than 90 per cent of the virgin forest has led to the extinction of half the country's
original endemic species. The same can be said for Kenya and Tanzania. In Central Africa,

South-West Cameroon and lower- Zaire are experiencing the same problem. The major
causes are forest clearing for agricultural purposes, shifting cultivation and logging. The loss
of plant cover leads to other problems such as declining soil fertility, erosion, the loss of

genetic capital and of bio-diversity.
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Box 13

FOREST MANAGEMENT IN COTE D'lVOIRE

Faced with the disappearance of nearly two thirds of the country's deep forest, the

Government of Cote d'lvoire adopted in 1988 a genuine master plan going up to the year

2015. The plan has a two-fold objective: raising the country's forest cover from less than 14
per cent to 20 per cent and at the same time maintaining an annual timber production rate of 4

million cubic meters.

In this regard, the forest development corporation initially charged with industrial-scale

reafforestation was entrusted with managing the State's permanent forest domain with the
objective of rehabilitating forest classified under a national management scheme in order to

secure regular supplies for the wood working industries. Using support from donor agencies,
the corporation has set up 65 forest management centres which are working throughout the

country on what may be considered as a comeback for the forest. These centres, working
through consultative organizations referred to as forest-farming commissions prepare forest

management plans that are implemented by village cooperatives and associations on the basis

of management-operation agreements.

In this way, an effective partnership has been instituted. That partnership takes into

account the needs of farmers making their livelihood in classified forests and enables them to
subcontract forestry work (plantation maintenance, reforestation and bee nurseries) while

focusing on their farm work. The partnership arrangement has to date placed reforestation

operations on a secure economic footing.

Wildlife conservation is also an important element in the preservation of species and

eco-systems and requires international efforts given the fact that animals, birds and other
species migrate from one country to another. It is necessary to coordinate the conservation
of wildlife among the countries by pooling financial resources and harmonizing wildlife

protection laws and other practices.

Prevention and reversal of the desertification process

Valuations of the scope and pace of world desertification carried out by UNEP in

1977, 1984 md 1991 showed gaps in the basic data on desertification. An integrated and

coordinated system of information and systematic observation based on appropriate

techniques at the world, regional, national and local levels would be required in order to

secure an understanding of the dynamics of drought and desertification.

Drought is a phenomenon which recurs with varying degree and frequency. In

addition to the human death toll estimated at more than three million in Africa during the
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1980s, droughts have had disastrous economic consequences of long duration in arid and
semi-arid zones such as the Sahel, wiping out livestock and forestry activities, depopulating

areas by compelling the people to move en masse and making scarce underground water

scarce. Considerable losses in agricultural production have meant that massive amounts of
essential commodities have had to be imported with serious consequences for the budgets and

trade balances of the drought-stricken countries.



118

Box 14

Master Plan to Combat Desertification in ECOWAS Member States

The Master Plan for the Coordination of Programmes to Combat Desertification/Natural

Resources Management in the ECOWAS sub-region proposes:

i) a three years preparatory phase during which actions should be implemented

at:

1. National and sub-regional levels involving governments and ECOWAS,

consisting of an indepth review, analysis and evaluation of all on-going projects,

strategies and programmes to combat desertification/land resources management. It

is also suggested that all of these projects, strategies and programmes be merged
into one single strategic exercise in the framework of a future sub-regional Master

Plan to combat desertification, integrating the objectives of Agenda 21 and with the

endorsement of UN organizations (UNEP, FAO, UNESCO, etc)

2. Local level, rural populations will be responsible for undertaking precise

assignments in the following areas:

i) Water resources ;

ii) Sc s management ;

iii) Energy and ground cover plants ;

iv) Animals husbandry.

Transnational projects have been proposed for specialization in agronomy, sciences and
agroforestry. A minimum priority, development programme is proposed on a short,

medium and long term basis in the four sectors considered below, both at national and sub-

regional levels.

The Draft Master Plan proposes a strategy to implement projects and programmes with

the following measures:

i) Political declaration of ECOWAS Heads of States introducing the concept of

a Master Plan to combat desertification in the ECOWAS member states to

the International Community, donor countries, non-governmental

organizations, etc ;

ii) Restructuring and reinforcing ECOWAS technical departments to enable

them to ensure the coordination and follow-up of the implementation of the

Master Plan ;

iii) Reinforcing the sub-regional inter-governmental institutions and

organizations with the aim of coordinating their utilization ;



119

iv) Promoting greater awareness and consequent involvement of decision-

makers in the integration of desertification control/natural resources

management in development programmes and national action plans;

v) Stimulating the involvement of grassroots operators and NGOs in planning

and implementing desertification control/natural resources management

programmes.

To conclude, the Master Plan attempts to tackle the important desertification issues in

priority areas of sensitive sectors at local, national and sub-regional levels, and proposes

action-oriented solutions in areas of concern.

Source: Desertification control Bulletin No. 23, 1993

In those African countries affected by desertification and prone to frequent drought,

the natural eco-system constitutes the essential base of resources on which development must

be built. Social systems exerting pressure on land resources compound the problem. Early-

warning systems and desertification control plans instituted in Africa have met with varying

success in those countries and subregions which set up intergovernmental organizations such

as CILSS, IGADD, SADC and AMU. Generally speaking, however, the measures taken

have fallen short of coping with the problem.

The objective here is to begin a long-term process of instituting and pursuing natural

resource management strategies and developing drought and desertification programmes

integrated in national and regional development plans. The problem calls not only for an

integrated approach to the planning and management of land and water resources in

particular, but for increased financial and technical resources.

Future programmes should also aim at: (i) better informing and educating the public

about drought and desertification by including environmental education in school curricula;

(ii) instituting and promoting a partnership among public authorities, economic actors, NGOs

and the users of drought - and desertification - affected land by involving them in project

planning and implementation; (iii) taking care to ensure that the needs, objectives and

viewpoints of the various partners are understood; and (iv) supporting local communities in

their efforts to cope with drought and desertification while using their knowledge and

experience. Popular participation in desertification control will be paramount in programme

implementation.

The environmental Charter of the International Metals Board was adopted by several

major mining companies. The Charter set out the principles by which mining industries must

abide worldwide. Increasingly, sound environmental management is becoming a key element

of company strategies and African States would do well to pay very close attention to this

development in future.
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SECTION HI. FAVOURABLE TRENDS IN AFRICA'S TRADING PATTERN

AND

FINANCING MODALITIES

A. PERSPECTIVES OF INTRA-AFRICAN TRADE

1. Overview

The evaluations25 of 3626 years after independence indicate that Africa has failed to

carry out the strategy which could led it to strong and sustainable economic development.

The effects of unrealized targets of global development strategies are more intensely felt in

the region than in any other. In reality, rather than advancement in the economic well being

of the region, these strategies27 have resulted in stagnations and have made the region more

prone, than other regions, to the economic and social crises suffered by the industrialized

countries. Particularly in the area of trade, the region has operated from a very

disadvantage position because the African economies are not diversified. Manufactured

goods content of Africa's GDP is about 15 per cent and represents only 0.4 per cent of the
World's trade in manufactures. National development strategies and production structures

are based on policies of "micro-nationalisms", orientations towards the exterior or "global

extroversions" and primary commodity productions.

The recently concluded global trade agreement- the Uruguay rounds accord - tends

to reinforce this vision of trade with little prospects for the development of the manufacturing

industry in Africa. At the same time the the regional debt continues to mount as the growth

rates of the unit values and terms of trade of the region's commodity and mineral exports

continue to decline. Between 1980 and 1992, the growth rate or cne region's export unit value

declined from 19.5 to -9.6 per cent. The terms of trade also declined from 7.1 to -7.9 per

cent while the regional debt rose by some 300 per cent. The table below reveals the

circumstances of the debt burden on developing countries. It shows that there has been some

easing of the debt burden of these group of countries since 1985. However, only African

exporters of manufactures, among them, have been more successful in alleviating their debt

problems while Africa and other commodity exporters remain heavily burdened.

25 Specific examples of such evaluations includes the assesment of the United Nations

International Development (IDS) for three decades- 1960's, 1970's and 1980's; the first

ten years after Lagos Plan of Action (LPA); African Priority Programme for Economic

Recovery (APPER); United Nations Programme of Action for African Economic

Recovery and Development (UNPAAERD); the 1993 World Bank Policy Research Report-

Adjustment in Africa: Reform, Results and the Road Ahead; and the ECA Surveys of

Economic and Social Conditions in Africa - Various issues.

26 36 years counting from 1960 when most African countries gained their

independence.

27 The Bretton woods institutions' policies of improved traditional commodity supply,

by Africa, and global trade liberalization which have resulted in total loss of control over

economies, have led to current account problems and continuous decline in commodity

prices.
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Table III. 1: Debt burden ratios and ratio of long-term debt to GNP

HpvpIoni na

Oil

Manufacture

Remaining

16.3

11.0

7.2

19.5

1980

20.3

12.3

22.4

26.3

1985

rs.6

16.5

39,6

52.1

1990

30.6

29.8

18.9

49.9

1991

30.6

31.2

18.2

50.1

Source: UNCTAD Statistical Pocket Book

The region lacks comparative advantage in manufacturing within the global set-up

However, as an essential path to its success, the region should be looking towards using its

enormous reserves of minerals, raw material resources and enormous local market potential
to create some symbiotic and self-sustainable economic development, and in order to achieve

the required comparative advantage.

The countries taken individually are "too small" from the economic point of view and

in terms of room for development. Of the fifty three states in the region, just about three

have a population of more than thirty million people. Over fourteen are less 50,000 sq.

kilometers, 18 are landlocked and a good number are small Island states. It is in this regard

that it is necessary for the regional countries to cooperate more as has been stipulated in the

Final Act of Lagos where the African countries reaffirmed their dedications to create an

African Economic Community (AEC)28 and to fully integrate the region by the year 2025

as was engraved in the Abuja Treaty of June 1991.

Inspite of the above justifications, experience has shown that the path to such

cooperation is lined with difficulties. Some of the difficulties are universal, others are

typically African. None of these constraints, however, operate with a similar force in all the

subregions. The constraints and their impacts vary. The following are the constraints that

inhibit inter-African trade within the region: (i) Lack ofacommon national developmental

methods, goals and objectives; (ii) Inadequate infrastructures for movement of goods; (iii)

Lack of communications and marketing channels; (iv) Absence of a common method of

according preference to member countries; (v) countries still hold strong to their original

laws of state trading monopoly; (vi) There is no automatic licensing; (vii) quotas are

enterprise specific; (viii) There is compulsory national insurance requirement; (ix) custom

valuation is done on fixed prices; (x) Importers need special import authorization and

licensing, cumbersome inspections, bank authorization, advance import deposits, maintenance

of national currency with little convertibility and lengthy delays which occur in the obtaining

28 See the treaty establishing the African Economic Community, signed at Abuja

Nigeria June 3rd 1991 (OAU).
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of common decisions, among the different political systems; not to mention the complexity
of the decisions-making itself and the differences in the conceptions and political upheavels
that exist among partners. As a result, economic cooperation and intra-regional trade has
remained at very low levels and far short of targets even as the region prepares to integrate

into a common market system.

2. Intra-African trade in the era of African Economic Community (AEC)

Table III.2 represents the levels of trade with other selected African countries of the
region It shows that only three countries i.e. Kenya, Morocco and Tunisia have export

volumes of more than 3 million dollars worth of goods to neighbouring African countries.
Imports on the other hand are very low reflecting yet the levels of problems inherent in the

trade among African countries.
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Table III.2: The shares of intra-african trade in some countries in 1990 (in millions of us

dollars)

Country

Kenya

Morocco

Tunisia

Algeria

Nigeria

Libya

Gabon

Egypt

Ethiopia

Ghana

Sudan

Oth.Afr.

Total exp. Afr.

2 685

306

300

195

120

106

93

54

22

8

3

976

As % of export.

72

5.9

8.5

1.5

0.9

0.9

3.6

1.2

6.3

0.6

0.7

4.7

Tot imp. Afr.

292

225

247

186

41

283

11

50

32

20

48

1517

?niQ

As % of

2.4

5.6

4.8

2

0.8

5.9

1.6

0.4

3.7

1.8

6.4

7.8

smuggling and illicit bordertrades.

Table III.3: Direction of Africa's trade

Year Intra-Afr. Exports Extra-Afr. Exports

1975 4.4 95.6

1983 3.0 97.0

1990 6.0 94.0

JQ92
Source: UNCTACD Statistical Pocket Book and ECA estimates.

The figures do not include smuggling and illicit border trade.

As a proportions of the total regional trade, intra-African trade has fluctuated since

independence. In 1960 it was relatively small; the figure subsequently grew to 4.4 per cent
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by 1970s However, the region experienced some strong shift in the method of financing

their current account deficits in the 1970's and 1980*s. As the Bretton Woods Institutions

liberalized their lending policies especially to developing countries, African countries were

afforded opportunities to finance their current account deficits through external sources.

However, the lending boom was unsustainable as it later turned to debt overhang and African
countries'had few sources to finance their current account deficits. Subsequently, intra-
African trade as a percentage of the regional total trade started growing again and by 1992,

had reached a high level of 7.2 per cent.

The growth in Intra-African trade in the recent years is accounted for, mainly by the

multi-constraints facing the countries at the external sector. The cost of import continue to

rise very rapidly as the negative trend on the terms of exchange of regional products continue
to widen the current account deficits. Moreover, the region can no longer finance these

current account deficit by further borrowing from outside. As a result African countries

resorted to cheaper substitutes from nearby countries .
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BOX 14

STATE OF REGIONAL INDUSTRIES AND CURRENT ACCOUNT

According to UNIDO's Global Report 1992-93, only few countries in Africa have

been able to attain installed capacity utilization of around 40-50 per cent in 1990. Malawi,
Mozambique and Zimbabwe peaked at just over 50 per cent with Nigeria attained just 43.2
per cent for the same year. The availability of this unused caqpacity provides an

opportunity for production of cheap substitutes for int:a-African trade. At present there is
no evidence of effort being made both at the regional, subregional and national levels to
capitalize on such capacity for the collective interest. As such import of manufactured
goods continue to weigh heavily on the regional current account balances to the point that

it has become unsustainable for some of the countries.

Current account deficit as a ratio of GDP in tropical Africa, 1990

Below 10 per cent

Angola, Benin, Cameroon, Cape Verde, the Congo, Ethiopia, Gabon, Ghana, Kenya,

Malawi, Mauritius, Nigeria, Senegal, Togo, Zimbabwe and Zaire.

Between 10 to 20 per cent

Burundi, Central African Republic, Cote d'lvoire, the Gambia, Madagascar, Mali,

Mauritania, Rwanda, Sierra Leone, the Sudan, Uganda and Zambia.

Above 20 per cent

Chad, Comoros, Djibouti, Equatorial Guinea, Guinea Bissau, Lesotho, Mozambique and

United Republic of Tanzania.

3. The case for region's external sector inter- and extra-African trade

The conclusion of the Uruguay Rounds accord, recently has lead to an agreement to

establish the World Trade Organization. The Agreement envisages improved global access

to markets including zero tariff cuts to zero, as well as removal of other non-tariff barriers
as the route to improved world economy. For Africa, the conclusions points to more hardship

and further loss of control over the fragile economies. In the report presented in 1990 -
Africa's Commodity Problems: Towards Solution - the Fraser "Expert Group" had argued
that Africa's future lay in improving its export performance in its traditional export
commodities. The report however ignored in its oversimplified-straightforward-linear

economic theories, that Africa's commodities are produced using low-level technologies,
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under conditions of under-capitalizations, and are sold more or less in their original raw form

and very little in the processed form. Following the status of commodity trade in the world

market, today, and the condition of productions in Africa, one cannot help but reverse the

argument that global trade liberalization and traditional commodity exports can provide the

basis for Africa's economic recovery.

On the demand-side, the commodity export content of the regions export, which is

about 90 per cent of total export, are faced with even more overwhelming difficulties. For

various reasons, the future is bleak. Africa's commodities are faced with declining share in

the world market, majority are rapidly being replaced by substitutes from biotechnology;

they are income demand inelastic, and recently, there are increased competitions from other

third world producers in addition to increasing protectionism by the industrialized countries.

Thus, there is not much prospects for the traditional export commodities as a basis for laying

the foundations for Africa's economic growth.

However, Africa can only avoid permanent and economic marginalization if it starts

looking inwardly towards its own strength measured in terms of reserves and market

potentials. Of course it cannot delink itself completely from the world economy but it has

to seriously consider moving away from export orientations as a collective economic entity,
and begin to set an effective framework on using its vast natural resources and human

creativity to satisfy its own internal needs first and to export what is left over. Relative to
intra-African trade and economic growth of the region, minimizing exports for goods

consumed by regional countries and concentrating on satisfying the domestic needs of the

local populations using the local resources and with absolutely minimal dependence on

imports from outside, - this seem as the most plausible growth path for the region.

4. Estimates of market potential for regional production

It is useful to compare import requirements and export possibilities of the region as

this will indicate whether in fact there are markets in African countries and whether there are

exportable volumes that could satisfy the indicated markets. The estimate of this market

potential for the purpose of expanding regional trade can very well be done using the import-

export ratio for particular products imported and exported by the countries of the region.

This is a crucial point of departure for near accurate projections of the expansions of intra-

African trade under normative scenario where the countries do not shield themselves from
their neighbours through the use of tariff and non-tariff barriers29. Indeed there is very

little information on inter-African trade; and the value content is impossible to estimate at

aggregated levels. The latest figures available is only up to 1990 (as indicated in table III.4).

Table III.4

29 For trade purposes, non-tariff barriers are more important than tariff barriers in

the economies of Africa. It is estimated to constitute 78 per cent of the problems.
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Intra-African trade by major SITC30 groupings

and estimates of market potential

1990 (in million US dollars)

1 1
SITC group

0+1

2+4

03

5-9

THTAj

absolute volume

565761

333993

642573

4178532

vnnfi<n

% of total

5.3

3.4

1.4

14

% of total

5.4

7.8

19.2

5.5

=^—

Mkt. Potent.

98%

44%

7.17%

255%

Source: Computed from cometrade time series databases. Figures do not include

smuggling and unofficial border trade.

In 1990, intra-African trade as percentage of total regional export stood at about 6 per

cent and varied among different items by SITC groupings. The highest imported goods

belong to category 5-9 which is the manufactures group; this is followed by category 0+1,
then 2+4 and 03 -(see table III.4). This reflects that the structure of Africa's imports is

dominated by manufactures and food materials. If market potential is estimated by the

volume of import that could be met from the total export, then there exist an overwhelmingly
high prospects for categories 5-9 and 0+1 -manufactured goods and agricultural food

materials respectively.

For category 0+1, imports represent about 98 per cent of export. On the basis of

calculations in table III.4, there is a wide scope for increasing intra-African trade in the area

of foods, beverages and tobacco (SITC 0+1) trade. Should Africa wish to eliminate all the
barriers constraining internal regional trade of these commodities including patronizing

regional producers, then just about 2 per cent only will be available for export. The same
applies to category 5-9 where complete absorption of the entire export leaves a deficit of 155

per cent of requirements that could therefore be met from other regions or create room for
expansion in industrial products within the region itself - another great advantage bound to

accrue to Africa is by closer trade cooperation arrangements. Except for category 03 -

crude petroleum where import - export ratio is in close margin with the levels already traded

within the region, Africa has an extensive scope for the expansion of the inter-regional

trade. For category 2+4, import from this group represent 45 per cent of export, implying

of course, that if exported goods were to go towards satisfying domestic needs of the region,
then only'55 per cent will be available for export. These enormous potential market outlets
for most regional products represent a crucial pillar for the successful take-off of regional

cooperation and growth in intra-African trade in the 21st Century.

There are concrete examples which better illustrate the trade potential. These

represent cases of diversion of trade to non-regional countries when there are chronic

30 SITC - Standard International Trade Classifications
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scarcities for the same commodities among neighbouring African countries. In Southern

Africa, Botswana are major producer of meat while Zimbabwe is known for maize. These

countries find it profitable to export their respective products to EEC and multilateral
organizations while their neighbours Zambia and Namibia, are importing the same products
from far countries like Australia and New Zealand. There are many examples of this
situation in Africa. Clearly inter-regional trade is the only genuine path to growth and

economic diversification.

Within the COMESA subregion for instance, it has been estimated that goods worth

about US$1.8 billion are exported to non-COMESA countries. At the same time, non

COMESA countries import the same goods from other non-COMESA countries31. Even
with this potential the share of intra-COMESA trade in total COMESA trade which stood at
5.65 per cent in 1982 declined to 5.51 per cent by 1992 despite extensive reduction of tariffs
on goods originating from member countries and the removal of non-tariff barriers. The
system of outward oriented trade is so entrenched in the region that few countries have yet

made substantive restructurings to accomodate regional possibilities for inter-subregional

trade.

5. Subregional perspectives

(a) Economic Community for West Africa

The picture varies among the subregions both from the viewpoint of production and

reserves. Since the inception or the ECOWAS, the subregion, has aimed to integrate the

various national markets into onesingle market through cooperations and elimination of intra-

ECOWAS trade barriers in order to facilitate general economic well-being. At the same time
it has been ECOWAS' prime target to raise trade among the countries above the current

levels of 4-5 per cent. To achieve these goals however, requires both strong political will and
deep structural changes in the production structures of those countries in order to achieve
complementarity. Similarity in the currency non-exchangeability and their multiplicity have

contributed to the difficulties in the exchange of goods within the community.

Further, the group of ECOWAS countries had as one of their key objective and which
was engraved in the treaty and that was to eliminate completely all import duties and taxes

on intra-community trade on products originating from the Community. Several of the non-
tariff barriers were, however, left to individual state to determine the levels of the reductions

and which ones they should do away with completely. The priority order of this group of
non-tariff barriers are: State trading monopoly, custom valuation with fixed prices, foreign

exchange control, quantitative restrictions, quota, compulsory national insurance, perishment

inspection and advance import deposits.

Although the governments have adopted measures to relax most of the restrictions and

problems affecting intra community trade, furthermore vigorous efforts ought to be made to
ensure that trade is increased substantially. By the early twenty first century therefore,

31 Regional Integration in Eastern and Souther Africa. Paper presented at AERC

meeting 1995 by Louis A. Kasekende and Nehemiah Ng'eno.
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intra-ECOWAS trade is expected to grow if the following improvements are made to: (a)

create appropriate channels; (b) in financing methods; (c) in clearing and forwarding
mechanisms; (d) to lower the tariff and non-tariff; (e) balance the industrial setups; and, (f)

minimize the transport and communications barriers.

the issue of complementarity

The lack of complementarity in the intra-ECOWAS trade is a
major constraint to its growth. At this subregion, countries

have been subjected to both internal and external factors to
produce similar commodities with limited value added. At the
same time large amounts of capital and resources are invested in
identical manufacturing projects by adjacent countries. As a
result adjacent countries produce the same goods which they
cannot sell to each other and which lack the advantage in both
quality and quantity to be competitive in the World market. This
is a major problem of the ECOWAS region. It is therefore
proposed that the whole production and distribution process of
manufacturing industry must be restructured so that countries can

produce goods for which they have comparative advantages and so
growth is achieved through specialization.

In terms of national endowments and comparative advantages,

the countries of West Africa have a high degree of
complementarity. The subregion extends over disparate ecological
belts and therefore, in terms of agricultural productions, the
crops of the Sahelian countries (groundnuts, cotton) can be very

clearly separated from those of the forested states (woods,
coffee, cacao). Livestock production is well developed in the
Sahel and in Guinea which is not the case in the forest zones.

Mineral resources are also well distributed. There is crude
petroleum oil in Nigeria, Uranium in the Niger, phosphates
deposits in Senegal and Togo, iron in Mauritania and Liberia, and
bauxite in Guinea. The subregion's industrial set is not
complimentary not because of raw material distributions but
rather because of the exclusively outward orientation of trade
in goods and services. The level of intra-ECOWAS trade now stand
at about 4-5 per cent with very limited horizontal forms of
integration among the countries. The subregion should integrate
their production which should include joint explorations and
productions ventures. This economic co operation is especially
desireable since individual countries do not have sufficient
financial resources, enough market access for investments and
broad commercial production which they seek to accomplish in the

long-run.

Several goods, commodities and raw materials among the
subregional countries are in abundant quantities including food
and agriculture products. Some of these goods are already traded
in high volumes though further expansion of such arrangements are

hampered by transportation and marketing systems that are not
well developed. Also, even the basic essentials required for
effective trade such as information on tradeables continue to be
lacking although their contributions in optimizing trade are

visible.
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efficient restructuring in the direction of ECOWAS trade

teaa at the ^ica^.w -. - r— '~ . . . .. ^

tional level, therefore, there is strong need to match^the
s adopted to reduce tariffs among the community with
Incentives and facilities for forwarding and clearing of

goods.

n r, M^rVet for ^^tern anrl Southern Africa

Trade Area for Eastern and Southern African

cooperating in all economic sectors such as industry, transport

•IE
development

skss'sss.

for this purpose. Intra-COMESA trade is still at the level of 4-5
per cent of the total subregional export.

in terms of resources, the group has abundant agricultural

step-by"step progra^e which combined with a careful glancing
«fThe nroiect-bv-product approach within each sector, will lead

trade liberalization and other enhancing measures *

I accelerate the economic integration process. The

lor potash serves as good base for high profile manufacturing.
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For instance the estimated annual production of Ugandan
nnosohate fertilizer is about 75000 tons. Zimbabwe's industry
nlan? has a capacity of 600 tons per day. Other member countries
such al Angola, Kenya, Madagascar, Mauritius, Mozambique
^ania Uganda, Zambia and Zimbabwe have iron and steel
ISf programmes which are under progress. Since the group

Safized strategy for development of its resource production
and trade within and outside the subregion.

(c)
rnmrnunitY for Central AAfrican States

The subregion is endowed with varying degrees of natural
rces Sves and raw materials: oil and gas iron ore

ilS£S-S

The subregion i
resources Sves and raw materials:

°SlpIi..n«ry ««y to .llo. for gr«#th °«
and other goods.

The Economic Community for Central African States (ECCAS)
treaty focuses on economic development in the subregion and trade
liberalization namely, the elimination of customs duties; the
aboU?ion of quantitative restrictions and other hindrances to
trade- the establishment and maintenance of a common external

-2=

culture and science and technology.

one of the most positive factor for economic integration in
central Africa is the large hydroelectric potential of the sub-
region! The current surplus capacity of hydroelectricpoveris
sufficient to ensure the creation of an industrial base in the
community. In addition, the subregion has potential to export
pow^r to the adjacent energy deficit subretion especially West
Africa. the abundance of mineral raw materials: oil and gas,
iron ore deposits, bauxite, manganese, phosphate, potassium salt
and coal can make it possible to turn the subregion into a fast

growing industrial area.

Congo could export cassava flour to Zaire and phosphate to
all the ECCAS countries. Zaire could use its high hydroelectric
power of inga to export to Congo, central **rican Republic and
rahon Zaire and Cameroon have a great industrial
complementarity. The products such as electric bulbs'.electric
cables, electric materials and equipment which Cameroon is
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ina from outside could be obtained from Zaire. On the other
h»nd Zaire could import Cameroonese products on which it has
advaAtaqe suchas chocolate, confectionery, sweets, perfume,
certain school materials, chemical products, etc. Zaire with a

high potential of copper, sulphate can supply ^=ubre^°n=
some countries in other subregions with their

requirements.

expansion of trade between the three countries.

While Rwanda and Burundi can import the energy, sulphate of

&?i*3"2zr2s?£

ss

E^atorial Guinea (namely cassava, plantim, bananas, vegetables)
aS could export to them some industrial products SUch as
tricalcie phosphate, the clinker, ciment of N'Toum.

(d) Mn-r-t-h Africa

Among the North African countries, cooperation measured in
terms^r ?he levels of trade, has progressed fairly well though
thT teras are mostly based on bilateral arrangement«. The
current level of intra-North Africa trade is higher than that of
the o?her lubregions which in 1992 had reached 8.1 per cent of
the total export of the subregion.

in reserve-potentials of essential minerals and otherraw

in

several aspects.

Sudan for instance, is one country that has abundance of
livestocr'thfa°t "t could supply to the other subregjn.1
countries. Libya, Algeria and Morocco have large supplies ot

32 Piiii—n~"*•* Eccacmmwn det
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crude petroleum and natural gas that, could be exported as well
as exporting to European countries, could be exported to other
African countries for the expansion of industrial and economic
base of the subregion.

Despite the resource potentials that exist limitations
imoosed bv political differences, non-harmonized tariff system,
multiplicity of currencies, non-integrated transport and
communication systems continue to impede trade and cooperations

among the countries.

in North Africa, co-operation in the field of trade and
customs has been confined to a relatively large number of
bUa?eral trade agreements and efforts were made to harmonize
indtvtdual countries foreign policies in the four main
agricultural products: olive oil, citrus, expacto gross and wine.

Table III.5: Intra-African trade matrix Growth rates* (in per

cent)

Non-SahelNorth

Africa West Africa

North Africa

Non-Sahel West

Central Africa

East Africa

Southern African

countries

Indian Ocean

Island countries

Developin

Table III.5: (continued)

Partners

Non-Sahel West

Africa

Sahel

Central Africa

East Africa

Southern African

South African

countries

-22.1

-29.2

-7.1

15.5

-9.9

Indian Ocean

Island

countries

13.7

8.9

-16.9

+600.0

-0.33

67.3

Developing

Africa



134

Source: ECA Secretariat's Database, 26 October 1988.

* The growth rates are calculated on the basis of the compound

interest formula.
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6. PROSPECTS

The prospects for intra-African trade up to the year 2008
seem promising and derives from several types of persuasions.

(a) The historical perspectives

The short-term prospects for intra-African trade is that of
continuous but modicum growth. In the ^dium-term however the

sass =?ss-
use of utilizable installed capacities of the regional

industries.

If the short-term and medium term outlook is assumed to be
the same, then during this period, intra-African trade will
continue to grow upward though slowly at the rate of about 1-3
oer~ cent a year untill it reaches 10 per cent of the regional
trade This depends on several influential factors three of
which seem to be most important. The first is the inability of
the AfrfcTn manufactured goods to find markets outside the region
due to the nature of its ^competitiveness. The second is the
abundant availability of unutilized installed manufacturing
capaciS. The thirdYis threatening high level of the present
Salanceof payment disequilibra, the subsequent erosion of the
reserves and the regressive debt overhangs.

The regional countries totally lack any kind of comparative
advantage in the manufacturing sector and as the terms on which
the trade of their primary commodities keep deteriorating, their
earningswill decline and their current account balance remain
worrisome In this situation even short-term calculations to
Import substitution becomes a reasonable and a national cho ce.
Several ad-hoc measures, including upgrading "Stalled
manufacturing capacity utilization, will be used to ward off the
ZplUTt the escalating crisis which will be generated by this
situation. Even the lacklustre regional trading channels and
infrastructures will be used to the optimum though external
forces and lack of organized and methodical approach will limit
this kind of growth to just about of 1-3 per cent throughout

33 The 1 percent growth is envisaged for those countries and subregions where trade
is heavily constrained by non-tariff barriers, lack of complimentarity and infrastructures.
On the other hand, countries with minimal barriers and access to fairly industrialized
countries such as the new Republic of South Africa will be able to increase their levels of
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the 1990s. Of course, the assumption is that the Abuja treaty
even If it comes into effect today will have a lagged period of
at Last ten years on the expansion of the intra-regional trade.

Table III.6 ^ . . ,
Historical projections of mtra-African trade
(billions of dollars) exports (f.o.b)

source: UNCTAD Statistical Pocket Handbook and ECA

estimates.

With no foreseeable quick improvement in the regional's
external economic front, export earnings will continue to
decline current imports are likely to become unsustainable, debt
and thtservices will continue to weigh heavily on the reserves
and credit worthiness, the countries are likely to increment on
SEirlemand for local substitutes and optimal use of utilizable
installed industrial capacity. Given the likelyhood of the
economifsituation to deteriorate trade within African region
is likelv to grow up to 10 per cent by the end of the century.
However the target of 30 per cent is not expected to be reached
as AfA'car"countries do not seem to be in a hurry to come
?oaether to implement the Abuja treat rapidly. The region lacks
comparative advantage in manufacturing sector and most countries

trade is identical products.

(b) The normative scenario

If it is assumed that the region will pursue vigorously the
objectives of the Final Act of Lagos (FAL) and the treaty
establishing African Economic Community (AEC) and that tremendous
efforts will be made to reduce the tariff barriers and eliminate
the non-tariff barriers under this framework then intra-African
trade will most likely reach the desired target of 30 per cent
by early twenty first century.

import from those countries. This will represent some trade creation within Afnca.
34 30 per cent is the level of intra-African trade is the compounded growth rate

resulting from the normative scenario and the improvements which will follow should real
efforts be made to remove the tariff and non-tariff barriers, even in the event that the
total regional trade remaining unchanged by 2008.



137

Table III.7
Normative projections of intra-Afrxoan trade

(billions of dollars) exports (f.o.b)

Source: ECA estimates.

This prospect that intra-African trade is likely to reach
30 Der cent in 2008 based on the assumption that African
countries will seriously back the Abuja treaty with political
support and adequate resource allocations. Indeed, sustained and
escalating financial crisis, the stagnating and declining
conditions of many of the economies, clearly underscore the
urgent need for action in this area. At the very least, action
should be taken to rehabilitate productivity and service
capacity and to relaunch the growth of local productive forces
^general and earned import capacity in particular. Even if
nothing else is done, the pestering foreign exchange scarcity
shows the urgent need for the regional countries to seek
approaches to'reduce the import to GDP ratio to a sustainable
lllll and to create an export sector with a medium to long term
annual growth of 6.9 per cent in order to be able to service the
deSt without overall economic collapse. Expanded regional trade
througn export promotion and import substitution should be seen
as thlcritical aspects of the regional strategies for achieving
external balance and sustainable development.

The assumption of the successful implementation of the Abuja
treaty envisages a two stage approach towards achieving[its
aoals First is to develop methodical approaches for increased
cooDeration among the countries at subregional levels, towards
achieving^ particular order in productions and trade. The second
s?age s£ouldP involve a method of harmonizing the trading system
and ensuring uniform trading standards at the regional level.
Production and distribution channels will have to be strengthened
at the four main subregional groupings in order for trade to

grow.

The re-integration of South-Africa into the regional economy
brings along with it a country with some "lative advantages in
the production of certain manufactured goods and is also a plus
to intra-African trade in the 1990's.
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BOX 15

THE SOUTH AFRICAN FACTOR

A cursory review of the economic gains that will accrue to
the new Republic of South Africa and other countries of the
region in the event of complete economic re-integration of the
country indicate a net positive gain. There will be mutual
benefits to both sides mainly in the form of increased trade
anS cooperative productions especially in the resource
?ntensTveP manufacturing and the mineral sector The gains wxll
be forthcoming if the following conditions are fulfilled:

(a)

(b)

that both side seek to construct new

political relation, avoid passive approach
to regional issues, dismantle restrictive

trade policies and become receptive to
initiatives intended to reduce trade

diversions from the region.

that the group of African countries in close
cooperation with the Republic of South
Africa should develop strong development

focus for the region as a whole and embark
on counter-polarization measures.

If the above two conditions are met, the gains would be
immense. According to the Centre for Southern Africa Studies,
t™ benefits could be obtained through such institutional
arrangements as the Southern Africa Customs Union (SACU),
Southern Africa Development Committee (SADCC) and COMESA. In
^antitative terms and relative to the ongoing regional
integration and intra-African trade, 1988 figures show that at
least 15 per cent of South Africa's non-gold exports J*e"* „
SaSu partners and 23.5 per cent to all of Africa. By the 1990
estimates show that South Africa's trade with the rest of
Africa had reached $3.5 billion and has shown some significant
growth ever since. Some twelve African countries currently
maintain close trading relations with South Africa though the
share of each other markets remain minuscule. A 10 per cent
increase in trade with the major African trading partners will
yield significant benefits in billions to both sides. A 5 per
cent and 1 per cent increase in trade with West and North
Africa respectively could add some $1.5 billion to both sides
in terms of benefits. Such trade performance would be from
reduced diversion of export and would lead to substantialjob
increases in the partner countries and value added in South

Africa itself.
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It also holds great prospects of mutual growth provided the two
major conditions mentioned above if they are met.

Complementarity

Considerable complementarity exist between the type of
aoods imported by the majority of African countries,
particularly those countries of Eastern and Southern Africa and
those that south Africa is currently exporting. The goods are
mainly chemical, pharmaceutical, metal, plastic and^ rubber
products, machinery and equipment, pulp and paper, electrical
tools, textiles, food and beverages. There exist enormous
market for these products among the sub-Saharan African
countries given that the major part of sub-Saharan Africa's

imports are manufactured goods.

Regional resource exploitation

The integration of the Republic of South Africa
economically into the rest of Africa holds prospects for other
gains more than just trade. Infrastructural development and
sectoral cooperations are some of the areas that could yield
benefits in the long-run. South African companies have the
capacities and are already exploring the possibility of
cooperative development of regional resources e.g. wants
resources from nearby countries and the Central African

subregion.

South Africa's major export is in minerals and so is the
export of the neighbouring countries. With the declining terms
of trade it is also suggested that a fundamental and lasting
benefit 'would accrue if cooperations will lead to the
development of a framework for a resource based
industrialization process for the Southern African States and

the entire region of Africa.

The combined benefits in the area of trade, minerals and
infrastructural developments stand to be ripped with a^ very
well articulated re-integration of the Republic of South Africa
in the Region as a whole. In terms of intra-African trade,
significant growths are expected ifthe countries dismantle
their trade protections measures and seek to harmonize the
tariff structures. One caveat again: the South African
entrepreneurs should see the re-integration as an added
opportunity to increase the levels of market it has already
with the region, increment on the value added content of its
products, and enable increased trade creation with smaller
neighbours who for fear of destabilization programs of South
Africa had in the past traded more with non-African
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to —«.d African
objectives.

the rest of Africa, it can simply be viewed as an

to improved terms of trade of the exported

s
through non-tariff barriers.

It can be expected that South Africa can inject some new

SffSS?2S ^radf^ces andSKn^
future polarization of the countries.

7 fo
regional cooperation in intrfl-Afncan

Certain necessary steps must be taken in order to overcome the barriers to economic
cooperation and intra-African trade and which would lead towards ™W «■*«««*
eent of the region. The objective, here, will be to utilize some or all of the current

resources to produce and enhance the opportunities to restore or expand
o^and intra-regional trade through import substitution. Given.to< muturi

Sortive interactions between agriculture, manufacturing,^mces ^ade and mcom^at
virmllv all stages of economic development, any unbalanced growth of any of the sectors
could be potentially damaging. Consequently, the following measures are imperative m

order to achieve regional development objectives.

Unification of various markets

The sheer size of trade as a major source of earned foreign exchange without which
industry could not take root and grow, calls for creating some sizeable markets for fte goods
nroduced in the region. Despite many past failures, mdustnahzation is still vitol to
Lnomic development and employment generation to Africa, because nrnufactunng
™tL the core of supply-creating networks of production linkages with yanous sectors
of the economy particularly trade without which industrial growth cannot bolster.

Rtsount allocation and realistic assessment of objectives

In consideration of the extent of inter-sectoral linkages with too many symbiotic
relationship, action is imperative on the part of African countries on resource allocation and
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reallocate with a realistic perception of the limits to what can be achieved rapidly and the
time and degree to which the current situation can be sustained.

Some realistic set of actions must be undertaken under the framework of the LPA,
FAL and the AEC treaty with assistance by a special set of other circumstances such as
managed free market system with minimized divergence of views among the participating

governments and their inclination to adhere to a intra-regionai trade ft"^>£*"?
of eoodwili to the partners to give the system an operational relevance. On the other hand,
efforts should concentrate on clear visions of the future of the continent and not just ad-hoc
and politically sound approaches that are adopted when states are faced with senous macro-
economic problems. The overall aim will be to review the general picture of current policy
failures and pursue a path towards growth with different policy implications at different
stages. The point that must be borne in mind is that there are things the government can and
cannot do well and that the same is also true of the private sector.

Preferential treatment of regional products

Empirical investigations clearly suggest that better prospects for the development of
the region and its ability to compete in the global market particularly in manufactured goods,
lies in the ability of the productive sectors to leverage markets for their wider range of goods
with a view to achieving comparative advantages. Market availability simply validates large
scale production and specialization. From the point of view of the need for the African
countries to embark on a meaningful strategies the development problems facing them and
of averting the dangers of serious obstacles to economic cooperation, it is urgent that the first
steps be taken now. African countries must take necessary steps to promote closer economic
relationship among themselves and preference of their own products by reduction or totri
elimination of custom duties, quota restrictions, and other administrative trade barriers. It
also requires the countries to adopt some acceptable range of common external customs
tariff The protection of the regional market and preferential treatment of each other should
be grounded on the rationale that what is needed is a symbiotic influence on each other to
gradually actualize potential comparative advantage within the global setting.

Payment and monetary cooperation

Any effort towards the achievement of the objectives of regional integration and
enhancement of intra-African trade must also consider the promotion of monetary and
payment cooperations to achieve collective economic growth. Without convertibility of
currencies even bilateral trade will be inhibited and cross-boarder movement of goods will
definitely be restricted for commodities for which demand might obviously exist. No country
or any of the regional partners would want to replace their non-regional imports by low
quality, high-priced products produced by those industries, especially if they have to pay for

them in hard currencies.

Complementarity in industrial base

Going back to industry indicates the existence of quite large unutilized installed
capacities even for goods that are needed among the countries. Also looking at the natural
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resource endowment of the regional countries shows that the economies have varying
potentials particularly in production of raw material inputs for industries. The region does
not have a cleanly worked out industrial siting procedure. Industrial plants have been
duplicated even when the existing ones are operating under capacity. What is required
therefore is a methodical and rational distribution of the industrial base to ensure objective
complementarity not only in the utilization of the available raw materials but also in the
demand for the products. Of course, it is obvious that unless African countries pull their
resources together and work as cooperatives rather than competitors, the chance of achieving

the desired development goals will remain slight.

Transport and communications

Transport and Communications plays a critical role in the development of African
trade Indeed the regional economies might never integrate unless there is a concerted effort
to upgrade the available facilities and to improve their efficiency in order to enable the
countries gain access to each others market. There exist a strong correlation between
international telecommunication traffic and international trade.

When the trans-African highways and its feeder links is completed, it is expected to
stimulate economic activities in the region, provide cheap international links, and help the
expansion of intra-African trade and tourism. Thus an efficient transport and communication

system will enhance trade and minimize trade diversion and so raise intra-Afncan trade

amongst the countries in the region.

Conflict resolutions and management

Resolving the various conflicts and the deep-rooted problems that exist both among
the countries and within countries is a pre-condition for a meaningful economic integration

of the region. The magnitude of diversity among the countries is so immense that the
resultant insecurity restricts mobility of resources and opportunities for creating the required
industrial base necessary for interdependency of industries and economies. The experience
of the East African Community subregion in 1977 should offer valuable lessons for the future
course of inter-African cooperation, in this area. The collapse demonstrates how the inability
to contain and solve political differences can compound the serious problems inherent in any
economic integration among the countries of the region with varying idealogies and different

levels of economic development.

8. CONCLUSION

To be sure, no system, however well designed and adapted could cope, without
hardiship and problems, with all the interrelated and interlocking problems which the
countries of Africa find themselves in. With intra-African trading remaining at a meagre

level of just 7 2 per cent and so many organizations of both, bilateral and multilateral
arrangements in operation, the alternative thus suggested is a system aimed at reducing the
uncertainties and instability of trade and resource flows and to promote multilateral, open and
non-discriminatory regional trade environment based on enhanced official role but still within
a market framework. Additionally, suggestions are made of areas where system reforms will
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most likely be useful and required in the future for overall steering and coordination of
economic activities forged in the framework of interdependence.

These suggestions are necessary because of the weakness of the current international
trading system which has entrapped the regional countries and makes it nearly upj^r
any one country to follow an expansionist course on its own. Without a elective
programme, demand for regional exports is likely to continue to respond unfavourably, and
Ly kind of continued unilateral action is likely to result in an /"creased overaU cunent
account deficits, weakened currency, severe loss of resources and thus exacerbate the already
unmanageable and escalating debt situation.

Intra-African trade, sub-regional economic co-operation and import substitutions are
the steps towards the African Common Market and regional economic integration. If
achieved, it will go a long way towards raising the living standards of the African people.

Intro-African trade liberalization

Trade between African countries accounts for only 4 to 5 per cent of their total trade.
The growth rates by subregions during the period 1983-1986 is shown in the table below.
The normative scenario assumes that tremendous efforts will be made by the African
countries, within the framework of the FAL to increase the inter-African trade up to 25 per
cent of the total world trade by the year 2008. The possibility of expanding trade among
African countries is immense due to the potentialities that exist on a complementary basis.

This supposes that the existing subregional groupings should vigorously pursue both
trade liberalization and cooperation in investment and production. The low level of intra-
trade also reflects the persistence of commercial and other ties between former colonies and
metropolitan centres. Intra-African preferential treatment of goods would help in overcoming

the negative impact of this factor, also in translating cooperation on the production side into
increased exchange between African countries. However, this should not confine iteelf to
preferential treatment in the narrow sense, but also to the elimination over time of aU tanff
and non-tariff barriers to intra-regional trade. African countries should accord to each other
most-favoured nation (MFN) treatment in their intra-regional trade. These provisions should
be seen in conjunction with the goal of establishing an African Common Market. There will
be need to reconcile the compatibility of "free" trade with production, economic and social

systems.

The normative scenario envisages two stages in the trade liberalization PJ°cess. The
first stage should aim at the establishment of a free trade area similar to those of ECOWAS,
ECCAS COMESA, etc, while the objective of the second stage would be the reduction ot
barriers to merchandise trade between countries belonging to different subregional groupings.
Clearing and payments arrangements leading ultimately to the creation of an African Payment

Union is vital for the support of both mechanism.

One of the main objectives of the Economic Organization of West African States
(ECOWAS) is the transformation of the whole of West Africa into one big uniform market
through trade cooperation measures, namely through the integration of the markets of
member States. This could be done through (a) the removal of all tanff and non-tanff
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barriers to trade within the subregion, i.e. creation of a free trade zone and (b) the adoption
oTcTmon «ttrnal tariff i.e., L creation of customs union. According to the provision
o ZSaU import duties and taxes of equivalent effect on intm-community trade would
£wSiMcompletely by 28 May 1989. With regard to the non-tariff barnm^
?fa lefTtt. each member state to decide at what rate these restrictions would be reduced
foioSg atlelt the broad indicative guidelines for the timetable for the elimination of these
categories of non-tariff barriers.

Thus, the normative scenario assumes that the West African States will have to take
all the necesWy steps to increase trade among themselves up to 25 per cent of their toed
ttadew^eWorl7This would mean that total inter-ECOWAS trade (exports and imports)
STteSL by 12.5 per cent annually during 1988-2008 in order to achieve the

aJTSa high expansion of intra-ECOWAS trade will imply a great ««nttunng
diction of (trade exports and imports) towards the partner African counmes tfcm
the outside world. In fact the inter-ECOWAS exports (non-Sahel) increased by 5_7
t per annum during 1983-1986. This rate could be higher if account is taken of the
dS tTe Thus, ft is quite possible to accelerate such a rate to 12.5 per cent during

1988-2008.

With regard to the unprocessed products (including food and agricultural items),
efforts have already been made to remove tariffs on these goods including the traditional
haTcrSs. There" is already a relatively significant trade in agr— gggg*
namely rice, sugar, honey products, maize, wheat meal and flour. Between 1966-1980, in
2tW2 dollars, the value of the subregional trade in those products grew by 17 per
^nt The largest increase was registered for sugar and honey 24.7 per cent, followed by
n^L 22 per cent. The level of this subregional trade is still low, because of transport
problems and lack of information, but the potential for expansion is visible There existea
Lge of products in the ECOWAS subregion that can increase trade among State, These
are mainly: beverage, dried fish, pepper, kola nuts, cotton fibre, nee, natural rubber sugar,
rfah groundnuts, palm oil, palm wine, meat, wheat flour, maize and rubbered ottier
agricultural products for which there are potential exportable surpluses which could be traded
to greater advantage among the ECOWAS countries. ,„„*,„„„

Already the governments of the ECOWAS countries have adopted measures to reduce
the burden imposed by the tariffs and non-tariff barriers in those products, but sail intra-
ECOWAS trade has not increased substantially. Thus for the next twenty years, there would
be a need to accompany those measures with export incentives and supporting services, such
a export ^guarantee schemes, facilities for forward exchange and freight forwarding
%S sols to change the structure of the direction of West African trade from within
rather than from outside the subregion.

In agricultural products complementarity is said to be particularly trade restrictive.
For this reason, it has often been suggested that intra-African trade should focus more on
manufactures than on agricultural products. With respect to the industrial product, a trade
liberalization scheme for industrial products originating from member States was adopted to
eliminate tariff and non-tariff barriers.

The potential for expanding intra-African trade is promising, in view of the fact that
agricultural and manufactural trade complementarities are emerging in several subregions.
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The level of informal trade within the various subregions is a good indication of existing
trade complementarities. In all the subregions, its level is estimated to equal that of the
officially recorded trade. A good part of this trade may be regarded to represent a corrective
response to policy distortions, particularly of sharp misalignment of foreign exchange rates.
Thus, if trate restrictions were removed, the vital segment of this informal sector, which is
anchored on reciprocal needs, has the potential to grow.

B. TRADE, BALANCE OF PAYMENTS, DEBT AND GROWTH IN AFMCA:

This chapter analyzes the different scenarios of growth, foreign trade, financial flows
and debt based both on what the region has been able to achieve in the past and on the
prospects of its likely performance in the international environment. It reviews past
developments in trade, balance of payments and debt, and analyzes and draws the
implications of a historical scenario. Given the dismal growth performance of the last
decade this scenario indicates only further deterioration in the region's standard of Irving.
Net debt inflows would however still be averaging to about 14 billion US dollars over the
projection period 1994-2008. Finally it presents an alternative normative scenario under
which the region's GDP would grow at an annual rate of 4 per cent over the period 1994-
2008 resulting in an increase in per capita terms of about 1 per cent per year or an overall
rise of about 15 per cent by the year 2008. This objective, modest as it is, requires both a
significant improvement in efficiency and a higher rate of capital accumulation. Net debt
flows would also have to be much more important than the historical scenario, averaging 3o
billion US dollars p.a. over the projection period. There is therefore a risk that the debt
burden will become much heavier if lending conditions are not eased both in terms of
maturity periods and interest payments. One important conclusion is that the required debt
flows will be very important even if the region makes the needed effort to make notable

progress in the use of capital.

j Changes in trade, balance of payments and debt

Trade

The main features of Africa's trade in the eighties and early nineties have been
unusually depressed commodity export prices as well as stagnant and even declining export
volumes This has resulted in losses in world market shares to more dynamic regions such
as East Asia. Along with steadily rising prices of imports of manufactured goods, these
development have constrained the region's import capacity.

Merchandise exports

In nominal terms, Africa's total merchandise exports practically stagnated during the
period 1980-93 as table III.8 shows. This stagnation contrasts with a significant expansion
in world trade, which rose at an average rate of 6.3 per cent per annum in the same period.
Total exports of all developing countries have also increased at a relatively fast race,
averaging 5 per cent on an annual basis during the same period. In the first part of the
eighties (1980-1986), world trade was sluggish, barely increasing in value. Developing
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countries suffered a significant decline in their export earnings, at almost 5 per cent per
annum while the region exports decreased at higher rates exceeding 8 per cent yearly thus
creating very severe external payments difficulties. These trends were however reversed in
the following period 1987-1993, due to the resumption of growth in the developed countries.
World trade expanded at 6.5 per cent per annum and Africa's exports rose at about the same
rate (table m 8). However, developing countries as a group benefited in greater proportions
from these new opportunities, increasing their export earnings at almost 12 per cent per

annum in the same period.

Africa's exports have of course been very much dependent on the performance of
commodity exports which have been highly fluctuating. These exports declined during the
period 1980-1993 at an average yearly rate of 1.4 per cent, against a slight expansion in
world trade at 1.1 per cent per annum. Developing countries have seen, however, to
earnings from these exports decline at the average yearly rate of ^ P« «*g™ ™-*>-
The slowdown in commodity trade was dramatic during the period 1980-1986, both for
Africa whose earnings shrank by more than 9 per cent on an annual basis, as well as for
developing countries with an even larger decline at the rate of 10.5 per cent per annum. As
it is well known, a depressed oil market but also sluggish markets of other commodities were
the underlying factors. In the following period, 1987-1993, this downward trend was
reversed with the value of exports rising at 4.3 per cent worldwide and at around 5.4 per
cent both for the region and for the whole group of developing countries.

Table IH.8: Africa's export growth (%) (1980-1993)

(Average annual rates)

Total merchandise exports

Africa

World

Developing countries

Commodity exports

Africa

Developing countries

ource:
ommodity Yearoook, various issues.
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Table IH.9: Africa's shares in world exports (1980/82-1990/92): (shares in percentage)

Value of Africa's total exports

(million US$)
—

Share of total exports in world exports

Developing countries exports

Value of Africa's commodity exports

(million US$)

Share of commodity exports in world

exports

Developing countries exports

Commodity

1980-82

90 160

4.6

14.4

80 669

19.3

earoook, various issues

1990-92

92 170

2.6

9.5

63 356

The above tables show that over the period 1980-1993, world trade expanded in
manufactured goods rather than in primary commodities. Since Africa's exports are
concentrated in the latter, this explains the stagnation of its earnings, which averaged about
VSm WUion annually in the period 1980-1982 and 92 billion in 1990-1992 There was also
the decline in its share in world trade, from an average of 4.6 per cent in the eariy eighties
09804982) to only 2.6 per cent in the early nineties, 1990-1992 (table ffl.9). Given that
many developing countries, especially in East Asia, expanded their manufacturingexports
at high rates, Africa's share in the total exports of developing countries declined from 14.4
per cent in the early eighties to 9.5 per cent in the early nineties.

The region suffered dramatically from the collapse of commodity markets, its earnings
falling down from an average of over US$80 billion in the early eighties to below USR50
billion in the period 1986-1988 before recovering in the early nineties to an average at bi
billion US$ However, the region has more or less maintained its share in commodity trade,
at least in comparison to the group of developing countries. The loss of share is therefore
due to the absence of diversification away from primary commodities with depressed prices

and demand and towards the fast expanding trade in manufacturing.

Africa's export earnings declined over the period 1980-1993, at the rate of 0.7 per
cent per annum, due to a fall in the export unit value at an average annual rate of2.81 per
cent ttable in. 10). However the fall was partially offset by an increase in volume at almost
2 per cent per annum. The first period, 1980-1986, was characterized by a fallboth in
volume and in prices, at the respective rates of 1.4 and 7.8 per cent per annum. This was
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the worst period for the continent for many years. The timid recovery in the following
period, 1987-1993, was not sufficient to offset the sharp decline.

Table m.10: Growth of Africa's exports (1980-1993)

(Growth rates in percentage)

: UNCTAD, Handbook of International Trade, 1994.

As stated above, the region's exports continue to be concentrated in primary
commodities, even though manufacturing exports have significantly increased tiieir share
since the late eighties. For the whole continent, South Africa included, commodity exports
constituted about 90 per cent of total export earnings in the early eighties. This share
declined to around 75 per cent in the early nineties, with manufacturing exports making up
the remaining 25 per cent. However, it is important to notice that the latter exports are
largely concentrated in a very small number of countries, notably South Africa, Tunisia,

Morocco and Mauritius.

Studies based on long time series have shown that prices of non-oil commoditieshave
hit their lowest in over ninety years relative to world prices of manufacturing exports. These
excessive developments have led to a sharp decline in the import capacity of African
countries. The few oil producing countries have also been hard-hit by sharply dechning
prices for their exports so that with very few exceptions the countries of the region suffered
more or less at the same time from unusually depressed commodity markets.

One very disturbing characteristic of the weakness of real commodity exports since
the early eighties is its predominantly persistent or secular rather than^cyclical nature,
especially in the case of beverage products which are of major importance for many African
countries 35 It has been indeed argued that 85 per cent of the variations m the prices of
these products are due to permanent rather than to temporary shocks. For metal prices, the
permanent shocks seem to have played a smaller role, although still important since they
account for about 30 per cent of the changes. Overall, permanent factors account for 45 per

cent of yearly variations of commodity prices.

MtMMwy Puod. Aufint, 1994.
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The structural factors lying behind the secular trends have been widely discussed. On
the demand side, the slowdown in growth in developed countries is the most often mentioned
factor Other explanations put forward are the decline in the relative use of metals in these
countries due to the increasing share of services as well as to the fall in investment which
is highly intensive in metals. Technological progress has also reduced the metal intensity.
On the supply side, economic reforms and productivity gains resulting from technical
progress have led to a significant expansion in commodity supplies in many Asian and Latin

American countries.

The twelve products listed in (Table IE. 11) dominate the region's commodity export

earnings Crude petroleum has been by far the most important commodity, representing
between two thirds and 43 per cent of total earnings. The other commodities, constituting
major sources of earnings for many African countries, each make up only a small share of
total exports at the region's level. Copper, the next most important commodity has made up
2 4 per cent of the region's total earnings during the years 1990-1992, whereas the shares
of cocoa cotton and coffee stood respectively at around 2, 1.8 and 1.7 per cent over the
same years Africa's exports will thus continue to be in the future dominated largely by
petroleum (and natural gas), even though other commodities wills till be major sources of
foreign exchange earnings for most individual countries.

Table in. 11 Africa's commodity export composition: 1980/82-1990/92

(export vaiu

Commodity

Coffee

Cocoa

Cotton

Tobacco

Tea

Sugar

Copper

Iron ore

Bauxite

Phosphate rock

Crude Petroleum

Other commodities

(including other mineral

fuels)

e in minion uaj, snares w y

1980/82

Export value

2 348

1680

1072

409

265

992

1 947

111

328

933

50 168

14 234

Share of

total

earning

3.13

2.24

1.43

0.54

0.35

1.32

2.59

0.97

0.44

1.24

66.8

1990/92

Export

value

1 135

1378

1260

760

404

991

1647

507

376

580

29 597

29 597

Share

1.66

2.02

1.84

1.11

0.59

1.45

2.41

0.74

0.55

0.85
__^^»^^—

43.3

— ——■■—
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All commodities I 75 1031 100.001 68 3571 100.00

t: Calculations based on UNCTAD data (UNCTAD Commodity Yearbook),

various isues.
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Table m.12: Africa's commodity export: volumes, prices and shares (1980-1992)

(Export value in million US$, lshares in percentage)

Commodity

Coffee

Cocoa

Cotton

Tobacco

Tea

Sugar

Copper

Iron ore

Bauxite

Phosphate

rock

Crude

Petroleum

Volume $

Africa

0.0

3.4

2.0

3.4

4.1

0.0

-3.3

-7.8

2.9

-2.8

0.0

growth p.a

World

-

■ -

-

-

-

-

-

-

-

-

%

annual

price

chage

-7.0

-4.7

0.0

2.6

0.0

2.6

2.8

-1.5

-1.5

-1.3

-6.2

Africa's share

1980/82

25.6

70.0

13.3

11.9

18.8

8.4

26.2

11.6

33.1

44.5

15.3

1990/92

19.6

62.8

14.6

15.2

23.1

7.5

15.2

7.2

43.5

46.7

15.7

Real price

(80/81 = 100

32

49

79

104

84

99

101

95

70

70

49

Source: Estimates based on data from UNCTAD data, Commodity yearbook, various

issues.

2. Developments in the markets and in Africa's exports

for some selected commodities

Coffee

Africa's exports of coffee have shown no consistent pattern over the period 1980-

1992, fluctuating widely around an average of 950,000 MT. The absence of such a pattern

also characterized the more recent period of 1985 to 1992. This is in contrast to an

expansion in world exports at an annual average rate of about 2.6 per cent during the same

period, although the latter have also shown wide fluctuations. These divergent movements

have led to a significant decline in Africa's share of world exports, from an average of
almost 26 per cent in 1980-82 to less than 20 per cent in 1990-1992 (Table III. 12). While
it is true that coffee exports are very sensitive to climate conditions such as the occurrence
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or not of frost in Brazil, which is the world largest exporter, other non-African countries

have significantly increased their exports. Such is the case of Indonesia which exported more

or less the same quantities as Cote d'lvoire back in 1983 but which doubled its export to
almost twice that of Cote d'lvoire in 1991-1992. Another country, Vietnam, exported hardly
any coffee until 1985, but has recently reached an export volume equal to about 40 per cent
of that of Cote d'lvoire. African coffee exporters have thus not taken part in the expansion

of world coffee trade.

Econometric estimates over the period 1980-1992 show relatively low sensitivity of

exports to variations in the real price of coffee, and a somewhat higher sensitivity to income.

The most significant determinant variable turns out to be the real income of the developed
countries, i.e. the OECD countries, measured by their total GDP expressed in constant
prices. The income elasticity of world demand has been estimated at about 0.6, meaning that
an increase in world GDP by one percentage point would induce an increase in total imports

by 0.6 per cent.

The eighties have witnessed not only wide fluctuations but also a sharp downward
trend in export prices. The average price first decreased from US$3200 for a metric tonne
to US$2600 the following year. Prices briefly recovered in 1986, then declined again in
much greater proportions than at the beginning of the decade, and stood at less than US$900
in 1992. The overall trend has been clearly downward, with the unit value declining at an

annual rate of 7 per cent over the 1980-1992 period and 14 per cent over the more recent

shorter period, 1985-1992. There has however been an upturn in prices during the last two

years which according to most projections will not be lasting.

The decline in the real price of coffee has been even sharper. It terms of purchasing
power, measured by the ratio of the coffee unit value to Africa's total import unit value
indices, the real price has decreased in 1990-1992 to less than a third of its 1980 level.

In the historical and normative senarios to be analysed below, it is important to know

what the prospects lie ahead for the region's coffee and other export products. As far as
coffee is concerned, declining world production has induced a strong price recovery in 1994.
With the widespread frosts that have hit Brazil, the 1995-1996 crop has already been

extensively damaged so that price recovery has already been reached in 1995. The question
is whether Africa's exports will increase after a long period of stagnation? In the short run

output expansion may come from higher yields of the same stock of trees as higher export

prices are being reflected into higher producer prices. But the larger effect may come from
new plantings that will not induce higher production before several years.

With the liberalization of marketing and pricing that has already been implemented

in some African coffee producing countries such as Cameroon and Uganda and the
liberalization plans which started in other countries such as Cote d'lvoire, it is expected that
producer prices will be more strongly linked to world prices and that farmers will be more

responsive to the latter. Furthermore, the devaluation of the CFA Franc has already been
partly passed on to producers in countries like Cote d'lvoire and Cameroon with the

prospects of an expansion in the regions' production and exports.
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World exports will continue to be dominated in the future by world demand and

supply conditions as well as by policies adopted in the major Latin American producing
countries, namely Brazil and Colombia. During the last few years, these two countries, as
well as other Central American producing countries, have been implementing retention
programmes by which subsidized loans are granted for stocking. If this policy continues to

be effective, then international prices are not likely to dive again as they have done between

the years 1986 and 1992. The conclusion we can draw from this situation is that with
reasonable growth of world demand, which is very much determined by growth prospects

in the developed countries, export prices are unlikely to return to the depressed levels of the

eighties.

The effects of the Agricultural Agreement of the Uruguay Round on earnings from
coffee exports are likely to be marginal. This agreement stipulates a reduction in tariffs on
coffee, just like on other commodities. However, duties on this product are already low in
developed countries, so that the impact of trade liberalization on these countries' imports as

well as on the prices that will be received by African exporters is likely to be low.36
Indeed, the reduction of tariffs on processed coffee may become an incentive for the African
countries concerned to develop their processing activities, even though the international
market for processed coffee continues to be dominated by well established developed

countries brands.

Africa's exports are likely to grow again, after a stagnation that has lasted over 15
years, not only because of new favourable policy changes such as the devaluation of the CFA
Franc and the ongoing liberalization of coffee marketing, but also because of the new higher

export prices that have developed in 1994 and 1995. 37

Cocoa

Africa has been a major world producer and exporter of cocoa with Cote d'lvoire

standing out as the main exporter. The other important African exporters are Ghana, Nigeria

and Cameroon. The total export volume has increased at an annual rate of 3.4 per cent over

the period 1980-1992, below the 4.5 per cent growth rate of world exports. Its share in
world exports has thus declined from an average of 70 per cent over the years 1980-1982 to
less than 63 per cent during the more recent period of 1990-1992 (table III. 12). This decline
can be attributed, among other factors, to the very significant expansion of cocoa growing

in new Asian producing countries, such as Malaysia and Indonesia. In 1975 these countries
did not produce any cocoa but by the second half of the eighties have become major
exporters. Over the same period, Nigeria's exports have gone in the opposite direction and

have been largely overtaken by these new producers, its volume declining from over 300,000

metric tonnes in 1970 to 115,000 metric tonnes in 1991. Overall and in contrast to coffee,

Africa's exports have therefore increased but have not kept pace with world demand in the
first half of the eighties, due largely to the decline of production in Nigeria, once a major

contributor to cocoa export.

36 FAO projection for Africa'* export! in the yew 2000 point to a volume of 1.130 million metric lonimea.

37 See World B*ok Projectkwi, Commodity Marketa and the Developing Couothca, AuguM, 1995).
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The export unit value of cocoa has declined over the period 1980-1992 at an annual

average rate of 4.7 per cent per year in nominal terms and at the much higher rate of almost

9 per cent per year in real terms. With the offsetting increase in volume, earnings have

virtually stagnated during the same period.

Exports have been influenced by world demand which has essentially depended on the

income of OECD countries, with an elasticity of almost one, implying that an increase in the
GDP of OECD countries of 1 per cent induces an expansion in the demand for cocoa by

almost 1 per cent in volume. World exports have, however, risen faster than Africa's

exports, being more responsive to world income, with an elasticity of 1.4 per cent. This

means that Africa's exports will largely depend on the growth prospects of these countries.

Given the expansion of cocoa production in the new Asian growing countries, Africa's
exports will of course depend on its competitiveness as well as on production incentives

which have been recently enhanced, through the devaluation of the CFA in West African

countries. Given these new incentives, Africa's share in world exports is unlikely to decline

in the foreseeable future below its current value of about 62 per cent.

Cotton

The region has never held a dominant position in world cotton trade. Its main

exporters, Mali, the Sudan, Cote d'lvoire and Egypt, are dominated by strong Asian

competitors: Pakistan, India and Syria, as well as by major Latin American exporters:

Paraguay and Brazil. Its share has improved however, from 13.3 per cent in the early

eighties to 14.6 per cent in the early nineties, due to an expansion in the quantity exported

at an average rate of 2 per cent per annum against only 1.6 per cent worldwide. Prices

stagnated in nominal terms over the period 1980-1992, standing at an average of US$1,780
per metric tonne against US$1,720 in 1990-1992, but declined by 21 per cent in real terms

over the ten-year period.

Tobacco

It is one of the few commodities in which the region registered both an expansion in

volume and an improvement in prices. Its share in world trade also rose from less than 12
per cent in 1980-1982 to over 15 per cent in 1990-1992 as a result of an expansion in its
export volume at 3.4 per cent per annum against 1.2 per cent only for world exports. The
real price of tobacco has also been more or less maintained at its level of the early eighties.

Tea

Earnings from tea, for which Kenya is the major exporter of the region, amounted

to an average of about US$400 million in 1990-1992. This amount represented about 0.6

per cent of total receipts from commodity exports. The region's export volume has grown

at a relatively fast pace in comparison with world trade, resulting in a significant rise in its

share from less than 19 per cent in 1980-1982 to over 23 per cent in the early nineties.
However, stagnating nominal prices have resulted in an important drop in real prices of the

order of 16 per cent for the whole ten-year period.

Sugar
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Sugar exports amounted to an average of about US$1,000 million in the early
nineties, representing 7.5 per cent of world trade. Export was, mainly from Mauritius and
Swaziland, and it virtually stagnated over a decade while prices managed to keep pace with

import prices.

3. Financial resource flows

Total net disbursements from all sources have averaged almost US$25 billion during

the period 1990-1993. They peaked in 1991 when they reached almost US$27 billion. A
distinction has to be made between official finance, made up of development assistance
resources (ODA) and other official finance, and private sector resources. Net resources

made available to the region have been almost exclusively of an official nature. In 1989,
they constituted almost 91 per cent of total net inflows. Since then, there has been a net
outflow of private resources, of about US$1.5 billion on average over the penod 1990-1993.

Official development assistance has therefore served in the proportions of over 6 per cent on

the average to finance private outflows.

Grants and concessional loans, which constitute ODA resources, have made up the
bulk of total net resources, averaging 96 per cent over the years 1990-1993, with grants
representing almost three quarters of total resources. The share of grants has significantly
increased since it did not exceed 55 per cent in 1989. Other official finance, which is of a
non-concessional nature, made up about 10 per cent of total net inflows and approximately

the same proportion of official finance.

Private capital flows into Africa have been traditionally small both in absolute terms

and relative to its GDP. Many countries have experienced significant outflows of foreign
investment. Clearly, Africa has not been able to attract foreign direct investment resources,

contrary to other regions of the world which benefited from the important expansion of FDI

capital movements.

Most factors favourable to FDI inflows have so far been lacking in African

economies. Domestic markets are in most cases small with weak purchasing power.
Furthermore, the trend in liberalization and in the reduction of tariff and non-tariff barriers
to international trade is bound to reduce foreign investment going into import substituting
activities, since foreign manufactured goods become cheaper. As for exports, they continue
to be dominated by primary commodities - some 75 per cent if South Africa is included and
more than 80 per cent if it excluded. There are a few exceptions: South Africa, Tunisia,
Mauritius, Morocco, but most African countries rely almost exclusively on primary

commodities for their export earnings. Commodity prices were on the downward trend
during the eighties and the early nineties and the rise of 1994/1995 appears to be short-lived.

Given the conditions prevailing on the demand as well as on the supply side, it is
unlikely that the profitability of investment in the primary sector will improve in the future
so as to attract more foreign investment in Africa. As a matter of fact, most FDI flows
worldwide into manufacturing and services and little of it has gone to primary activities.
With perhaps a few exceptions, it is unlikely that Africa will, if past conditions continue,
attract such investment into manufacturing, whether for the domestic market or for exports.
As mentioned above, trade liberalization is likely to increase imports at the expense of
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inefficient import substituting activities in which FDI will therefore be less interested. As
for exports, African economies have not the required conditions of adequate infrastructure,

of skilled labour, and of efficient administration and legal and judiciary system. It is
countries which satisfy these conditions which have attracted FDI the most. Because of the
lag already developed, it is unlikely that Africa will increase its share in World FDI above

its current level.

In addition, Africa does not have any of the emerging financial markets and has not
been able to attract portfolio investment either. On the contrary, there have been outflows
of this type of investment for the last several years, amounting to over US$ 1 billion with
respect to the DAC countries in 1993. Similarly, export credits granted by the private sector

of DAC countries have also been dwindling, giving rise to negative net flows during the

years 1992 and 1993.

(a) The historical scenario

Growth and investment

The historical scenario is based on certain assumptions involving growth, investment,

capital productivity, trade and other balance-of-payments items. Table III. 11 gives some of
the main indicators of Africa's economic performance. Weak growth performance has
persisted too long, averaging 2 per cent per annum over the period 1980-1993 and resulting
in a continuous decline in GDP per capita. The growth pace has slowed down significantly
during the more recent period of 1987-1993, standing below the average of 1.5 per cent per

annum and resulting in a total decline of about 10 per cent in GDP per capita. Dunng the
same period, performance in the developing world has been much better, with growth
accelerating from 4.1 per cent to 4.5 per cent per annum on the average between the first
half of the eighties and the period 1987-1993. The nineties have so far been characterized
by an even more dismal growth performance in Africa, although the year 1994 has shown
some signs of recovery with GDP growing at 2.4 per cent even if the pace remains much

slower than in the other developing regions.

The weak performance of the region has been the result of a decline both in the
investment effort and in the efficiency of resource utilization, as table (in. 11) shows. The
ratio of gross investment to GDP decreased from an average of 23.5 per cent during the
period 1980-1986 to 20 per cent over the period 1987-1993 and reached 19 per cent in 1993.
This investment rate has been much lower than the average for all developing countries
which stood at almost 24 per cent in 1993. Efficiency in the use of these scarce resources,

which was already low in the first half of the eighties, has also deteriorated further, as

illustrated by the rise in the incremental capital-output ratio (ICOR). In gross terms, the
ICOR stood at an average of 10.7 during the period 1980-1986, meaning that a gross

investment of over US$10 was required in order to permanently increase GDP by one dollar.
During the same period, the average value of the ICOR in the developing world stood at
about half of that of Africa. In the period 1987-1993, the productivity of capital worsened
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for Africa, with the ICOR rising to a value of about thirteen, whereas it improved for the
developing world where the ICOR declined to a value of about five.38

As table in. 13 brings out, there has been a significant decline in Africa's saving rate,

from an average of over 21 per cent in the first half of the eighties to less than 17 per cent

in 1993, the rate being much lower in sub-Saharan Africa (South Africa excluded).

Table in. 13 Main economic indicators (19i

Growth of GDP in constant prices

Africa

Developing countries

Investment-GDP ratio

Africa

Developing countries

ICOR

Africa

Developing countries

ICOR: Incremental capital output rat

0-1993 (in

1980-

1993

2.0

4.3

22.0

24.1

11.0

5.5

io.J*

percentges

1980-

1986

2.2

4.1

23.5

23.9

10.7

5.7

)

1987-

1993

1.5

4.5

20.1

24.4

13.4

5.4

1993

0.9

5.8

19.0

23.6

-

Sources: World Bank, "World Tables" and IMF, "International Financial Statistics

Yearbook".

The historical scenario does not therefore carry bright prospects for Africa's growth
and welfare. Under the historical conditions, the investment-GDP ratio will persist at the
low level of 20 per cent and the incremental capital-output ratio will still be very high, equal
to a value of 13.3, the region's average of the period 1987-1993, which is twice as high as
the ratio prevailing in the developing world as a whole. Under such conditions, real GDP
growth will not exceed 1.5 per cent over the period 1995-2008, which is more or less the

same as the average rate experienced during the period 1987-1993. Obviously, this pace
would result in a further significant worsening of the standard of living of the African

population, by almost 20 per cent between the years 1995 and 2008.

The results of the historical scenario are presented in table (III. 14).

38 The grow ICOR haa been eatknated »ioce it ii very difficult to estimate depreciation at the aggregate level. For thia rcwoo, ihe capital

requirement* to mcreaae output may look too high.
39 The ICOR ia given n the table in grata tenni became depreciation investment U difficult to estimate. Under the aatumption that the latter
mvettnent repreacata about 15 per cent of GDP, the value of the net ICOR for the period 1987-93 would be of the order of 3.5 mtne rtfwa and 2 o

the developinf world. Projections of GDP growth and investment requirement* are baied on net ICOR.
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Table HI. 14 Growth, balance of payment* and debt in the

historical scenario (1995-2008)

GDP growth in constant dollars

GDP in nominal dollars

Gross investment GDP ratio

Merchandise exports in current

value

Merchandise imports in nominal

value

Trade balance

Non-factor services (net)

Income

Remittances

Current account before official

transfers

General government transfers

Other transfers

Current account

Financing of current account

Foreign direct investment

Portfolio investment

Loans

Million USS

1994

-

700 885

-

93 827

95 555

-1728

-9 385

-14 893

5 841

-20 165

10 098

1 154

8 913

4 823

1463

5 499

1980-1993

% p.a

2.0

22.0

0.0

0.0

-

-

-

-

-

1980-1986

% p.a

2.2

23.5

-8.1

-7.1

-

-

-

-

-

1987-1993

% p.a

1.5

20.1

6.7

4.5

-

1.7

2.1

10.0

-

10.0

8.6

Projections

1995-2008 %

p.a

1.5

20.0

2.0

4.5

20.8

3.0

2.1

10.0

-

10.0

8.6

13.5

0.0

0.0

11.0

Million USS

2008 p.a

130 662

-

123 357

178 125

-54 767

-10 527

-22 811

22 181

-65 924

38 347

3 663

-23 914

4 823

1463

19 565

Merchandise exports

As stated above, exports have shown very wide fluctuations over the period 1980-
1993. Their value declined during the period 1980-86 at an average annual rate of 8.1 per
cent, then rose at 6.7 per cent per annum during the following period 1987-1993. These

fluctuations have been largely determined by changes in earnings from commodity exports
which declined at more than 9 per cent per annum in the first period, then rose at an average

of 5.4 per cent in the period 1987-1993, resulting in quasi-stagnation over the period 1980-
1993. Given these wide fluctuations, receipts from these exports are projected to stagnate,

in the historical case, at their 1994 value, equal to about US$70 billion.

Manufacturing exports have steadily grown since the beginning of the eighties, at

more than 9 per cent per annum up to 1993. During the more recent period of 1987-1993,
the growth pace has slowed down to the rate of 6 per cent which is the rate projected in this
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scenario. For Africa as a whole, including South Africa, these exports amounted to over

US$23 billion, representing 24 per cent of total export earnings.

In this scenario, total exports will thus grow over the period 1995-2008 at the annual
rate of 2 per cent, with total earnings reaching US$123.3 billion in the year 2008, broken
down in 70.4 billion of commodity exports and 52.9 billion of manufacturing. This implies

that the share of manufacturing in exports will increase from 24 per cent in 1994 to about

43 per cent in the horizon 2008.

It is worth mentioning that the evolution of total exports will depend essentially on

the performance of six countries, South Africa, the three main oil producers: Algeria, Libya,

Nigeria, Morocco and Tunisia. These six countries accounted for two thirds of Africa's total

export earnings in 1994.

Merchandise imports

The region's total merchandise imports showed large fluctuations over the period

1980-1993, declining at more than 7 per cent per annum in the first half of the eighties
(1980-1986), then rising at an average rate of 4.5 per cent in the following period 1987-

1993. Normally, imports are tightly linked to the level of economic activity, a relationship
that has not been confirmed by data in the African case. One explanation is that there was

probably a rundown of inventories of imported goods in the first period during which imports

significantly declined even though growth was somewhat faster than in the second period.
The expansion of imports in the second period came probably in response to the depletion

of inventories accumulated in the first period.

Africa's imports will continue to be concentrated in manufactured goods which will

cover both its investment and consumption needs. Over the long period of projections (1995-

2008), the volume of these imports is bound to depend largely on changes in the level of
economic activity. Trade liberalization, towards which an increasing number of African

countries has been moving, is likely to increase the imports response to changes in GDP in
the future. A conservative estimate for this response is that the volume of imports will
change in the same proportions as income, so that the projected growth of 1.5 per cent in the

region's GDP will induce a yearly increase in imports at the same rate.

The value of imports, which are highly concentrated in manufacturing, will also

depend on future inflation in the developed countries, the major exporters of these goods.
Inflation has been relatively low in these countries in the last several years, with an average

rate not exceeding 3 per cent in the G-7 countries. The export unit value of manufactures
(MUV) sold to developing countries increased at the average rate of 3.3 per cent per annum

in the eighties and at less than 3 per cent in the first half of the nineties. In this historical

rate, the latter rate is used to project the unit value of Africa's imports. The total value of
imports will thus increase in nominal dollar terms at 4.5 per cent per annum which is the
average rate of growth of imports experienced during the period 1987-1993. Imports will
thus increase from about US$95 billion in 1994 to US$ 178 billion in the last projection year

2008.
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With exports and imports rising respectively at 2 and 4.5 per cent per annum over the

period 1995-2008 the trade deficit will worsen at a very rapid pace at the rate of almost 21
per cent per annum, increasing from about US$1.7 billion in 1994 to almost US$ 55 billion
in 2008. Under this scenario, the trade deficit in the latter year will therefore be thirty

times higher than in the base year.

Non factor services

The balance of these transactions has been in deficit since several years because of
the region's weakness not only in transportation but also in private services involving
education, health, finance and many other private services. The non-factor services deficit
stood in 1994 at US$9.3 billion. It rose at the average annual rate of 1.7 per cent during the
period 1987-1993. Under the present scenario, it will rise to US$10.5 billion in the horizon
2008. Table (III. 15) gives the breakdown of these projections by type of service.

Table m.15: Projections of non-factor services (net): 1995-2008

(value in million US$ and growth rates in percentage)

Transportation

Passenger services

Freight

Other transport

Travel

Other services

Government

services

Other sector

services

Non-service balance

Balance goods and

NFS

1994

-4 826

100

-7 024

1963

2 267

-6 826

-1085

-5 741

-9 385

11 113

1987-1993

2.6

0.0

3.7

7.0

9.5

3.2

-13.0

6.8

1.7

-

1995-2008

1.7

0.0

3.4

7.0

9.5

5.7

-13.0

6.8

3.0

14.0

2008

-7 064

235

-12 361

5 062

8 077

-14 575

-154

-14 421

-10 527

-65 294

The transportation balance is dependent largely on the freight deficit which exceeded
US$7 billion in 1994. During the period 1987-1993, this deficit grew at a yearly rate of 3.7
per cent, which is somewhat below the growth rates of the region's trade. Under this
scenario, it is reasonable to assume that it will remain constant relative to the sum of
merchandise exports and imports and equal to 4.1, which is the value registered for the past
few years. Given the projected trade values, this will result in a worsening in the deficit at
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annual rate of 3.4 per cent correpsonding to an increase from US$7 to over US$12 billion

between the base year, 1994 and the end projection year 2008.

Other transportation has been in surplus, with a growth rate in the latter reaching an

average of 7 per cent per annum over the period 1987-1993. Dues collected by Egypt on

the use of the Suez Canal account practically for all of this surplus. Under the present

scenario, it is projected that the historical trend of 7 per cent per annum will also reproduce
itself until the year 2008. This will result in an increase in the surplus from US$1.9 billion

to over US$5 billion in 2008.

Africa has been lagging in terms of passenger services, with the use of its fleet by

non-residents being almost matched by its imports of similar services from foreign

companies. In 1994 it ran a very small surplus amounting to US$100 million. The balance

has been highly fluctuating without showing any trend. Because of its high variability, it
is assumed that it will remain at the average level of 1993-1994 which stood at US$235

million.

Receipts from travel services, essentially from tourism, have been by far the fastest

growing source of foreign exchange earnings, increasing in net at the average rate of 9.5 per

cent per annum during the period 1987-1993. This trend has been due to the rapid expansion

of tourism worldwide from which the region has greatly benefited and which still offers great

opportunities in the future. Extrapolation of this trend, which fits well in the historical

scenario, leads to an increase in the travel surplus from about US$2.2 billion in 1994 to

over US$8 billion by the year 2008.

The projected worsening in the balance of other services, especially of the non

government sector, will have a more serious effect on the external payments situation than

that of shipment. Although in deficit, the balance of government services (diplomatic and

other representations, official education and health expenditures, etc.) has rapidly declined

over the period 1987-1993, at an annual rate of 13 per cent per annum. If this trend persists,

the deficit will fall from over US$1 billion in 1994 to about US$150 million in 2008. In
contrast, the region has run huge deficits in non-government transactions in insurance,

finance, private education or health care and in many other private services. The deficit in
the these transactions has also been steadily growing, at 6.8 per cent per annum over the
period 1987-1993. On the basis of an extrapolation of this trend, the deficit will rise from

about US$5.7 billion in 1994 to US$14.4 billion in 2008.

With the surpluses from travel and waterway rights offsetting a large part of the

freight and other services deficit, the balance of goods and non-factor services will be

dominated by the year 2008 by the trade deficit. This balance will increase six fold, from

US$11 billion in 1994 to over US$65 billion in 2008.

Income payments

Table 8 summarizes the projections of factor income payments, the most important

category of which is of course interest payments. The compensation of employees being

marginal, turning around US$200 million in net and not showing any trend, is projected to

remain at that level over the whole projection period.
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As for direct investment income, it rose significantly during the period 1987-1993,

at an annual average of 7.5 per cent. In 1994, its flows amounted to US$5.2 billion against

US$3.5 billion in 1987. Projections of these flows should be linked to those of flows of

foreign direct investment (FDI) since the former are returns on the cumulated value of the

latter. Under the present scenario, FDI flows will stagnate at about US$4.8 billion. Given

a reasonable rate of return of the order of 10 per cent this will add about US$50 million

yearly to FDI income over the projected period. This income will thus increase at 0.9 per

cent per annum during the period 1995-2008.

Portfolio and other investment income are largely dependent on interest payments and

thus on changes in the stock of debt and debt conditions. These payments stood in 1994 at

US$12.2 billion and increased during the period 1987-1993 at an average rate of 1.1 per cent

per annum. Future payments will thus depend on the base year debt stock, future cumulated

current account deficits of the region, sources of financing by other than borrowing, as well

as on loan conditions, particularly interest rates. Unlike many other categories of the balance

of payments, interest payments projections cannot therefore be based only on historical

trends, even if the scenario used is the historical scenario, which is the one being analyzed.

Given the starting debt of 1994 and the new loans to be contracted (see below), interest

payments will amount in each year to an average interest rate and the debt stock of the

preceding year. The rate on new commitments contracted in 1994, equal to 4.7 per cent, is

taken to be the nominal rate that the region will have to pay, on the average, on its debt.

As table 9 shows, interest payments will increase at 3.4 per cent over the projection period,

rising from US$12.2 billion in 1994 to over 23 billion in the year 2008.

Under this scenario, Africa's income receipts will increase at the relatively high rate

of 6.3 per cent p.a, thus partially offsetting the interest payments burden, but net payments

will almost double between the base and the end year of the projection period.

Table HI. 16: Projections of balance of income payments (1995-2008)

(value in million US$ and growth rates in percentage)

Compensation of

employees

Direct investment

income

Port and other

investment income

Credit

Debit (interest

payments)

Balance

1994

-219

-5 221

-9 453

2 777

-12 230

-14 893

1987-1993

-

7.5

0.0

6.3

1.1

2.1

1995-2008

0.0

0.9

2.6

6.3

3.4

2.1

2008

-219

-5 921

-16 671

6 532

-23 203

-22 811
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Source: The historical growth rates and the values for 1994 are based on IMF,

Balance of Payments Yearbook data (various issues).

Transfers and current account

The current account before transfers will be more than three times as high in the year

2008 than in 1994, rising from US$26 billion to over US$88 billion respectively. Unrequited

transfers, worker's remittances, general government transfers as well as other transfers, are

projected at relatively high historical trends, respectively at 10, 10 and 8.6 per cent per

annum. This assumption, probably over-optimistic as far as unrequited grants and workers'

remittances are concerned, means that these transfers will increase from about US$17 billion

in 1994 to over US$64 billion in 2008. With such an increase it will be possible to sustain

the US$88 billion current deficit before transfers.

Financial flows and debt

Table III. 17 summarizes the projections of financial flows, debt and debt burden

under the historical scenario. Foreign direct and portfolio investment will stagnate at their
1994 values of US$4.8 and US$1.4 billion. The remaining foreign exchange gap, with due

account taken of reserve accumulation, will have to be met by borrowing at an increased rate

of 11 per cent per annum. These debt flows would then rise from about US$ 5.5 billion in

1994 to US$19.5 billion in 2008 with an average of about US$14 billion over the period

1995-2008.

Table III. 17: Projections of financial flows and debt under the normative

scenario 1995-2008) (value in million US$, growth rates in percentage)

Total net inflows

FDI

Portfolio investment

Loans

Debt

Stock in million US$

Debt-GDP ratio

Debt service ratio

Debt/export ratio (%)

1994 US$ million

11785

4 823

1463

5 499

316 999

67

28

338

1995-2008 %

growth rate p.a.

6.6

5.0

0.0

24.0

7.5

-

-

-

2008 US$ million

90 094

9 549

1463

79 082

824 788

67

49

569
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The stock of debt would thus increase at the rate of 3.6 per cent, exceeding US$500

billion by the year 2008. The debt-GDP ratio would decline from 69 per cent in 1994 to 60

per cent in 2008, due to more rapid growth in the nominal GDP of the region.

Table in. 18: Projections of financial lows and debt under the historical

scenario 1995-2008 (value in million US$, growth rates in percentage).

Total net

inflows

FDI

Portfolio

investment

Loans

Debt

Stock in

million US$

Debt-export

ratio

Debt-GDP ratio

1994 US$

million

11785

4823

1463

5499

316999

338

69

1995-2008 %

growth rate

p.a.

6.6

0.0

0.0

11.0

3.6

-

-

2008 US$

million

258351

4823

1463

19565

513243

416

60

(b) The Normative Scenario

Growth and efficiency gains requirements

We will start considering as to what is needed in order to improve the standard of

living of the African population. Given an annual population growth rate of the order of 2.9

per cent and which, for structural reasons, is unlikely to show any significant decline over

the projection period, a GDP growth rate of 4 per cent per annum will result in a yearly rise

in income per capita of about 1 per cent, or in a total increase of about 15 per cent by the
year 2008. Compared to the recent history of the region and to the historical scenario which

indicates a continuation of the worsening in standards of living and in growth prospects, this

scenario implies not only a reversal of trend but also an important increase in income per

capita over a fourteen year period.

In this scenario, the investment GDP ratio will have to rise from 20 to 25 per cent,

the latter being about the average ratio for the group of developing countries during the

period 1987-1993. Even with such a significant increase in the investment ratio, the GDP

growth rate of 4 per cent cannot be reached unless the productivity of capital improves. The
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capital requirements ratio, measured by the net incremental capital-output ratio (the ICOR)
stood at about 3.3 for Africa against about 2 for the developing world as a whole over the
period 1987-1993 (13.3 against 5.5 in gross terms). With the same level of capital
productivity, the growth rate will not exceed 3 per cent. The net capital-output ratio will
have to dcline to about 2.5, which means that significant efficiency gains have to be
achieved, although efficiency will still remain below the average level reached in the

developing world.

Agricultural products

Production and exports of agricultural products will continue to depend on weather

conditions but also on the incentives provided to producers. As stated above, major
realignments in currencies, notably of the Franc CFA in Western Africa, have induced
significant increases in real producer prices and some positive supply response has already

been registered for coffee and cocoa. The increase in the investment rate from 20 to 25 per

cent, assumed under this scenario, is likely to induce an expansion of production and export
capacity, even though gestation periods are such that long term responses may be delayed
beyond the year 2000. The prospects for export earnings from these products will also

depend on world market conditions which will continue to be largely shaped by the evolution

of demand in the developed countries.

One important feature of these products is their low income eleasticity. Indeed most

studies show a rather low response of demand to a given increase in income with estimated
elasticities standing generally below the untitary value. Coffee, for example, is projected,

on the basis of an elasticity of 0.6 and given a GDP growth of 3 per cent per annum in the
developed countries, that the international demand will grow at 1.8 per cent per annum.

Taking into account of the favourable shifts in policy towards exports, the region should be

able at least to halt the decline of its share in world exports. The volume of its exports is
therefore projected to grow at 1.8 per cent per annum over the period 1994-2008 (as

indicated in table IM). International prices more than doubled between 1993 and 1995,
rising from US$1160 to US$2820 per ton. Export earnings will thus fluctuate between

US$2000 and US$25000 million dollars over the period 1996-2008, reaching about US$2500
million in the year 2008. There will therefore be, under this scenario, a net improvement

in coffee export earnings in comparison to the historical case.
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Table m.19: Projections of merchandise exports under the normative scenario (1993-2008)

(Volume in thousand metric tons and value in million US dollars)

Merchandise exports

I. Primary commodities

1. Agricultural

commodities

Coffee

Cocoa

Sugar

Tea

Tobacco

Cotton

2. Minerals

Copper

Iron Ore

Bauxite

Phosphate rock

3. Mineral fuels

- Crude petroelum

- Other mineral fuels

4. Other agricultural

commodities and

minerals

II. Manufactures

Average 1990/92

Volume

979

1159

2235

271

247

733

607

27707

15143

16627

1957331

-

-

-

Value

95200

68357

1124

1376

1117

405

759

1260

1296

564

375

626

29621

15474

14358

26843

2000

Volume

1129

1402

2578

328

298

886

700

27707

17466

16161

202688

-

-

-

Value

112853

79632

2044

2453

1729

673

793

1693

1597

864

383

663

27363

14679

25750

33222

2008

Volume

1302

1695

2973

397

361

1071

807

27707

20145

16161

210938

-

-

-

Value

145002

92052

2475

3406

2408

853

1062

2271

2071

942

391

711

31641

15766

29766

52950

Cocoa is sprpjected that the volume of exports will increase at the rate of 2.4 per cent

per annum on the basis of an income elasticity of 0.8 which is slighdy higher than for coffee.

The price of cocoa has risen since 1993, although much less than the price of coffee. This
upward trend is expected to continue with the price per ton rising from US$ 1750 in 1994
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in the year 2000, to US$2010 by the year 2005. Earnings will thus increase at an annual rate

of 7.5 per cent over the period 1993-2008.

World sugar supply has been outpacing demand since 1994, the latter having

increased in the last few years but at a relatively low rate (less than 20 per cent in 1995).

It is expected that the volume of the region's exports will continue to rise at the rate of 1.8

per cent per annum, on the basis of an income elasticity of 0.6 and of the assumption that

Africa will maintain its 1990/92 share of world exports. The excess of supply over demand

has been holding international prices down, a sharp drop being expected for 1996 with a

gradual recovery in later years (World Bank projections). The conjunction of the volume

expansion and the projected steady rise in prices would result in a doubling of receipts by

the year 2008 as compared to the average earnings of the period 1990/92 (Table III. 19),

which implies an annual growth rate of 5.7 per cent in current US dollars.

The world tea market has been marked by a significant increase in supply with Africa

contributing in great proportions to this expansion. Kenya has recently become the world

largest exporter with some influence over price formation. Notwithstanding seasonal
fluctuations and low demand in transition economies, paticularly in Russia, it is projected that

demand will grow in the long run at about 2.4 per cent per annum and that the region's

volume of exports will grow at the same pace. Prices are projected to recover slowly from
their low 1995 level and to stay on an upward trend until the year 2008. Dollar receipts will

thus more than double between the period 1990/92 and the year 2008, rising from US$405

to US$853 million.

Mineral products

As stated earlier minerals have been facing adverse factors. In addition to slow

growth in industrialized countries, the share of industrial production has been declining to

the benefit of the service sector and the mineral intensity of manufacturing has been reduced.
These developments have induced a weaker response of mineral demand to economic

activity. The prospects for international demand remain therefore low.

Africa's copper exports should recover from the downward trend of the eighties and

early nineties. A moderate growth rate of 1.8 per cent, which is in line with the likely

growth in world demand, is a realistic projection given the projected rise in the real GDP of

OECD countries of 3 per cent per annum. However, prices are projected to peak in 1996,

to decline thereafter until the year 2000 and then to recover moderately until the year 2008.
The downward projections are based on by the likely supply expansion in major producing

or exporting countries such as Chile, Peru and China. The net outcome for Africa would
be a moderate increase in nominal export earnings in the year 2000, from an average of

about US$1300 million during the period 1990/92 to nearly US$1600 million. With the

projected recovery in world prices, these receipts will then rise to more than US$2000

million by the end of the projection period.
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is rising but demand is unlikely to show any significant increase. For this reason, prices are

expected to remain relatively low until the year 2000. With a constant export volume,

earnings would thus continue to hover around US$15 billion.

Manufacturing exports

World trade in manufacturing has been growing much more rapidly than trade in

primary commodities. This trend is projected to continue in the future with respective annual

growth rates of about 7 and less than 5 per cent, yielding an overall growth rate of 6.3 per

cent over the period 1996-200541. Major exporters of the region have implemented

structural reforms which have resulted in rapid growth of their exports. South Africa in

particular, have undergone deep political and social reforms that will enable them to renew

with fast growth and expansion of their manufacturing exports. It is unlikely that the region

will experience sustained growth at the same pace as the East Asian countries, but a nominal

growth rate of 6 per cent seems to be a realistic prospect, provided the outward policy

orientation and integration in the world economy continues and is reinforced. Manufacturig

export earnings would thus rise from an average of US$26.8 billion in the years 1990/92 to

almost US$53 billion in 2008. The share of these goods in total export receipts would thus

increase from about 28 per cent to almost 43 per cent.

Imports

Imports of goods will evolve in a tight relationship with the level of economic

activity. Changes in their composition may take place, but overall they should move in line

with GDP. The trend in trade liberalization may increase the share of consumer

manufactured goods and the projected increase in the investment GDP ratio (from 20 to 25

per cent) would also entail a bigger share of imports of capital goods. With a unitary income

elasticity and a projected increase in import unit value index at the rate of 3 per cent per

annum,42 total imports would increase in current dollars at the rate of 7.1 per cent per

annum.

Balance ofpayments

Table m.21 summarizes the balance of payments projections under the normative

scenario. The preceding projections of exports yield an increase in total receipts at the

annual rate of 3.7 per cent over the period 1994-2008. Dollar earnings would thus increase

from about US$93.8 billion to US$1145 billion at the end of the projection period. The

nominal value of imports would increase over the same period from US$95.5 to US$250

billion. The region's trade balance has been very unstable but the significant boost in export

earnings in 1994 has resulted in a small trade deficit of about US$ 1.7 billion. This deficit

is projected to rise to US$ 14 billion by 1997, to US$ 31 billion in the year 2000 and to

more than US$ 100 billion by the year 2008. The projected continued worsening of the trade

balance is the result of moderate growth in export earnings, in spite of the projected

-, 19%'. The World B»k, 1996.

42 'OloM Econic PropaecU mi *e Develop* Countries", the WorU Bmk, 1996.
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The region's production of bauxite is concentrated in Guinea which is the second

largest producer in the world.40 Its production stagnated in 1994 because of the recession

that continued in the Ukraine which is a major importer. A conservative projection for the

growth of exports is a rate of 1.8 per cent per annum. This is based on an income elasticity
of world demand of 0.6 prices and which is likely to stagnate in the range of USS20-22 per

metric ton. Export earnings are thus projected to increse only slightly, from an average of

US$ 370 million in 1990/92 to US$390 million by the year 2008.

The region's iron ore exports declined dramatically from the early eighties to the early

nineties, at almost 8 per cent per annum, resulting in a sharp drop in the region's share in

world trade. Under the present scenario, it is projected that this downward trend will be
halted and that exports will be at least maintained at their 1993 level. Prices are expected

to increase slightly above their 1995 level (US$27 per MT) and to stabilize around US$30
dollars. The nominal value of exports would thus increase from an average of US$560

million in 1990/92 to US$940 million by the year 2008.

Exports of phosphate rock are also projected to stagnate, in volume, over the period

1993-2008. The historical trend has been downward, partly because of domestic instability

in some of the region's exporting countries, and partly because of greater local processing.

The likely intensification of fertilizers utiliztion in major countries, China being the most

important one, will icnrease world demand of both phosphate derivatives and phosphate rock.

It is projected that the region's exports of the latter will not decline below the average

reached for 1990/92. Prices are expected to rise steadily over the projection period, yielding

about US$ 710 million in 2008, against an average of 626 million in 1990/92.

Mineral fuels

Crude petroleum and natural gas have dominated the region's exports, amounting to

an average of US$ 40 billion in the years 1990/92 and accounting for two thirds of the total

value of goods exports. The prospects for Africa's foreign exchange earnings, in particular

for the major exporting countries (Nigeria, Libya and Algeria), depend therefore to a large

extent on the prospects for these two products. As it is well known, prices were on the

downside during much of the eighties and early nineties, due to weak economic activity as

well as to a trend in energy savings. The region's exported volume has stagnated during the

same period. Demand sluggishness is expected to continue but some expansion is projected

in the medium run, given the growth revival that has taken place in many industrialized

countries. For the region, it is projected that the volume of its exports will increase at the

modest rate of 0.5 per cent over the projection period. On the other hand, price projections

point to a drop in 1997, from US$ 128 per MT in 1996 to US$124, followed by a steady

moderate rise leading to a price of $150 by the year 2005. The resulting outcome would be

a rise in export receipts from an average of US$29.6 billion in 1990/92 to U?S$31.6 billion

in 2008.

The region's gas exports are dominated by Algeria which accounts for two thirds of

its gas production. Reserves are known to be extremely important and the extraction capacity

40 EeoMafc —d Social Survey of Africa, 1994-1995, United Nation, Adda Abate, 1995.
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significant share of manufacturing exports, and of relatively high growth in imports in line
with real GDP growth of 4 per cent per annum over the period 1993-2008. The dependence

on commodity exports and the underdeveloped industrial base of most countries of the region

will continue to weigh heavily on the trade balance.

Non factor services are dominated by freight in which the region continues to run a

large deficit, due to the limited size of its fleets. It is projected that the expansion of its
transportation capacity will just keep up with that of its total trade. The freight deficit to the

trade ratio will thus remain at the early nineties level which stood at 4.1 in percentage terms.

Travel receipts (earnings from tourism) are expected to increase at 9.5 per cent per annum,

which is the historical rate of the eighties and early nineties. The region is expected to
benefit both from the likely rapid expansion of world demand and from an acceleration of
capacity expansion. Government and other private services will continue to be in deficit with

opposite trends: a reduction for the former and worsening for the latter at the rate of 2 per
cent per annum which is much lower than the 6.8 per cent rate experienced in recent years.

The outcome would be a quasi-stagnation in the deficit of non factor services at around

US$10.2 billion (table 111.20).
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Table IH.20: Projections of non-factor services (net): 1995-2008. normative scenario:
(value in million US$ and growth rates in percentage)

Transportation

Passenger Services

Freight

Other Transport

Travel

Other Services

Government Service

Other Sector

Service

Non factor service

Balance

1994

Million US$

-4826

100

-7024

1963

2267

-6826

-1085

-5741

-9385

1987-1993

Growth in %

2.6

0.0

3.7

7.0

9.5

3.2

-13.0

6.8

1.7

1995-2008

Growth in %

4.4

7.1

5.2

7.0

9.5

1.0

-13.0

2.0

-0.1

2008

Million US$

-10531

614

-16207

5062

8077

-7730

-154

-7575

-10184

Source:

Income payments: These payments will continue to be dominated by interest

payments on foreign debt, which is endogenous once foreign direct and portfolio investment

is projected. We assume that the aveage interest rate on the new commitments of 1994 will
apply to the outstanding debt over the period 1994-2008. These payments will thus rise from

US$12.3 billion in 1994 to US$15.6 billion in 1997, then to US$18.1 billion in the year

2000. At the end of the projection period (2008), they are expected to reach about US$35

billion, implying a growth rate of 6.8 percent per annum over the period 1995-2008.

Remittances are projected to grow at 10 per cent per annum, which is the historical
trend. The decline in oil revenues in middle eastern countries will slow down these revenues

but the projected revival of growth in some large economies of the region as well as in

Europe is likely to compensate for these shortfalls. It is also projected that official and other

transfers from abroad will grow at their historical trends, respectively at 10 and 8.6 per
annum. Government transfers would thus increase from about US$10 billion in 1994 to 38
billion in the year 2008. Structural reforms in the region as well as higher growth in donor

countries may favour such expansion in transfers.

Table m.21: Balance of payments projections under the normative scenario 1994-2008

(amounts in million current US dollars)

1994 1997 2000 2008
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Goods Exports

Goods Imports

Trade Balance

Non factor

services (net)

Balance

G&NFS

Income (net)

Remittances

Current

account before

official

transfers

General

government

transfers

Current

Account

% of GDP

Financisng of

current

account:

FDI

Portfolio

investment

Loans

Changes in

reserves

93827

95555

-1728

-9385

-11113

-14893

5841

-20165

10098

-8913

2

4823

1463

5499

-

103430

117453

-14023

-10193

-24217

-17883

7774

-34326

13440

-19407

3

5583

1463

14313

-1952

112853

144370

-31517

-10274

-41790

-19889

10348

-51332

17889

-31549

4

6463

1463

26022

-2399

145002

250289

-105286

-10184

-115470

-34656

22181

-127945

38347

-85935

7

9549

1463

79082

-4159

The resulting current acount deficit will rise at the average rate of 18 per cent

between 1995 and 2008, increasing gradully from US$8.9 billion in the former year to more

than US$85 billion by the end of the projection period. The ratio of this deficit to GDP will
rise from 2 per cent in 1995, to 3 per cent in 1997, then to 4 per cent in the year 2000 and

by the year 2008, this ratio is likely to stand at 7 per cent.

Financing ofthe current account deficit and projections ofdebt
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It is projected that the region will accumulate reserves in line with the growth of
imports and give the historical reserve to import ratio of 0.25. Obviously, the acceleration

of growth and thus of imports will entail a larger accumulation of reserves which will raise

foreign exchange needs. The net financial requirements correspond to the current account

deficit to which should be added reserve accumulation.

Foreign direct investment flows have been very important worldwide. Many

countries, notably in East Asia, have attracted huge amounts of these flows. Africa continues

to lag in this respect, but with the continuing liberalization reforms it should be able to

benefit from these incrasing flows. Under this scenario, it is projected that it would succeed

in increasing these flows by 5 per cent a year. Portfolio investment will, however, continue

to stagnate because of structural weakness in capital markets. The consequence will be heavy

reliance on debt flows which would rise from about US$ 5.5 billion in 1994 to US$14
billion in 1997 and US$26 billion in the year 2000. These flows will have to reach US$79
billion by the end of the projection period and an average of about US$36 billion over the

period 1995-2008.

The stock of debt would thus rise at the rate of 7.5 per cent per annum, from about

US$317 billion US to about US$820 billion. The debt-GDP ratio would decline in a first

phase, from 67 per cent to 58 per cent and then return to the initial value by the year 2008.
However, given the modest growth projected for exports, the debt service ratio would rise

to more than 500 per cent. If maturity conditions do not change (about 23 years on new

debt), the debt service to export ratio will also rise from 28 per cent in 1994 to 49 per cent
by the year 2008. Debt prospects are therefore worrisome, even if projected GDP growth

is relatively moderate, allowing only for a modest increase in income per capita.

It is therefore of utmost importance that debt conditions be eased, in terms of maturity

periods and concessional components. The region cannot rid itself from its heavy

dependence on exports of primary commodities within the span of the next 15 years. The

easing of debt conditions is necessary in order to reach an improvement in the standard of

living by 1 per cent annually, or by about 15 per cent by the year 2008.

Transfers and current account

Under the normative scenario, the current account before transfers will be more than

three times as high as in the year 2008 than in 1994, rising from US$26 billion to over

US$88 billion respectively. Unrequited transfers, worker's remittances, general government

transfers as well as other transfers, are projected at relatively high historical trends,

respectively at 10, 10 and 8.6 per cent per annum. This assumption, probably over-

optimistic as far unrequited grants and workers' remittances are concerned, means that these
transfers will increase from about US$17 billion in 1994 to over US$64 billion in 2008.

With such an increase it will be possible to sustain the US$88 billion current deficit before

transfers.

Financialflows and debt

Table III.22 summarizes the projections of financial flows, debt and debt burden

under the historical scenario.
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Table 111.22 Projections of financial flows and debt under the historical

scenario (1995-200) (value in million US$, growth rates in percentage)

Total net inflows

FDI

Portfolio investment

Loans

Debt

Stock in million US$

Debt/export ratio

1994

11785

4 823

1463

5 499

316 999

338

1995-2008

6.6

0.0

0.0

11.0

3.6

62

2008

25 851

4 823

1463

19 565

513 243

60
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Box 17

Debt management strategy in Africa: Success stories

Developing countries with structural deficit of domestic capital traditionally resort to external resources

through indebtedness as means to fill gaps resulting from their development financing needs. AccessibUity by the
borrowing countries to these external resources depend on the conditions in the markets which are usually
determined by the availability of the capital. In the 1980s, borrowing activities were largely favoured by the huge
amount of petrodollars which inundated the markets after the oil shocks. These resources became accessible to
developing countries in search of resources. Although all the developing countries were involved in indebtedness
practices, those whose commitments were laid on cautious assessment of their macroeconomic indicators trends
were able to control and minimize the debt overhang effects on their internal and external viability. In the long run
indebtedness had a positive impact on their creditworthiness profile and their capital formation process has been
consolidated. On the contrary, those who lost sight of prudent rules and who were not able to adjust their
indebtedness capacity with their prospective macroeconomic performance are today overburdened and appear to be
exiting from the global financial system. The picture in Africa, in terms of debt management stories, seems to be
dominated by the latter case. However some few African countries have realized a positive debt management

experience, during that period of widespread debt crisis in Africa, which needs to be highlighted. Among these

countries are the cases of Tunisia and Mauritius which are quite instructive.

As experience in most of the developing countries shows, debt management strategy is often influenced by
the macroeconomic policy objectives. This is due to the fact that the financing requirements, and the subsequent
level and effectiveness of the resources mobilized are usually determined by two main considerations: the need to
promote economic growth through greater investment and the need to ease the absorption of external shocks and

the correction of internal distortions resulting from inappropriate policies. In an environment where the economic
structures are vulnerable to any external shocks, using external resources under constraining conditions to fill the
financial gaps could lead to greater imbalances at the macroeconomic level. Tunisia and Mauritius whose debt
strategies were basically inspired by the objective of promoting their growth, avoided such kind of trap. In Tunisia
and Mauritius, most of the borrowings were directly related to investments in productive projects which
contributed to increase the exports revenue and consequently provided them with the optimal level of foreign
exchange required for debt servicing. In Mauritius for example, the external debt-service ratio during the
implementation of the first post-independence development plans was kept at a low level of only 1 per cent in
1977/78 and rising moderately to 8 per cent in 1979/80, while the average ratio in the non-oil exporting middle
income countries was ranging from 15 to 30 per cent. As Mauritius was embarking on the third stage of its
industrial development programme, after setting a sound basis for import-substitution and light export-oriented
industries, more effort was made to attract foreign direct investment flows through joint-ventures between the local
entities and the foreign investors. In the meantime, the portfolio of development projects was redefined and
adjusted to the financial capacity of the government. This option helped the government to transfer some of the
financial burden resulting from the new investment programme to the private sector. The other objective of this
reorientation was to improve the debt profile of the country by keeping foreign borrowings negotiated on the best
terms and conditions obtainable, to the minimum in order to support the essentially important investment projects.

Consequently, public external debt grew over the last two decades at a rate quite lower than the GDP and the

exports revenues. This is by itself an indication of a good debt management record, as theoretically prescribed.
The highest debt service ratio of 14 per cent reached in 1988 has gradually declined and levelled off at 7 per cent

during the last two years. Classified as a middle-income country, Mauritius is not eligible to the concessional
windows of the international financial institutions as reflected by the weak proportion of the grant element in its
commitments (65 per cent in 1970 and 25 per cent in 1994). However, the interest rates applied to its
commitments to the private creditors since 1989 remained very close to the average of 7 per cent shown by the

moderately indebted MICs.

However,
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The Mauritian debt management experience appears to be a good illustration of the accomplishment of the
"indebtedness cycle" in a country. Initially a net borrower, this country managed to reach a stage where sustainable
positive trend of its macroeconomic performance coupled with an appropriate regulatory framework contributed to
the creation of a climate of confidence for the investors. This development helped the country to gradually reduce
its dependency vis-a-vis the external resources. As its creditworthiness improved steadily along with its prosperity,
its internal and external viability strengthened. Since the local financial market became in excess of liquidity, the
government increasingly resorted to internal borrowings without depriving the private sector of resources and
without endangering the stability of the internal financial system. The result of that financial strategy of the
government is that Mauritius is becoming one of the most promising pilot capital markets in Africa.

Conclusions

The links between growth, trade, balance of payments and debt have been

analyzed for the region on the basis of two alternative scenarios covering the period 1994-
2008. One is a historical scenario based on past trends to the present and the second is a
normative scenario for the year 2008 under which GDP per capita would increase steadily
and so constitute a significant break with the experience of the last two decades.

Under the historical scenario covering the period of 1983-1993, the GDP growth was

very low at the rate of 1.5 per cent per annum over the period. This low growth rate which

constitutes a trend is due to low investment and inefficient use of capital. This trend, if

continued, would lead to a further significant decline in the standard of living, amounting to
almost 20 per cent by the year 2008. Export growth would also be very low, at a rate below

2 per cent per annum, with commodity exports projected to stagnate at their 1994 value.

With imports rising in line with nominal GDP, the trade deficit would increase at an

alarming rate in spite of very low GDP growth. If official transfers follow past trends, they

will increase almost fourfold between the year 1994 and 2008, from about US$10 to more

that US$38 billion respectively. The resulting current account deficit would triple in absolute
terms, rising from about US$9 billion in 1994 to almost US$24 billion in 2008. In terms of

GDP, the projected deficit would thus rise from 1.9 per cent to 2.8 per cent in the two
respective years. Foreign investment (direct and portfolio) would contribute in the

proportions of about one fifth in covering this deficit and net borrowing would have to

finance the bulk of the deficit, its required amount averaging US$14 billion over the
projection period. In spite of low GDP growth, the resulting stock of debt would increase

by almost US$200 billion, rising from US$317 in 1994 to US$513 billion in the year 2000.

Given the low prospects for exports under this scenario, the debt to export ratio would

increase from the already very high level of 338 per cent in 1994 to 416 per cent by the end

of the projection period.

An alternative normative scenario has been constructed. It is a scenario built on

realistic assumptions for investment, saving, GDP growth, trade, balance of payments and

financial flows. Growth would proceed at an average rate of 4 per cent, allowing for a

steady rise in income per capita at the rate of 1 per cent per annum. This pace is moderate

when compared to other developing regions, but will represent a significant improvement

with respect to the growth experience of the region over the last decade. The fulfillment of
this objective, modest as it is, requires more capital accumulation, with the investment ratio
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rising from 20 to 25 per cent over the period 1994-2008. It will also require better use of

capital resulting in a sharp decline in the capital-output ratio. The restructuring of the

productive system, already being undertaken in many countries of the region, will therefore

have to be reinforced and effectively implemented.

The prospects for commodity exports are not bright, even though most projections

indicate that the dismal performance of commodity prices of the eighties and early nineties
is unlikely to continue. The structural factors underlying this performance will however

persist: changes in GDP composition and in technology leading to relatively less use of
primary commodities in production. Under realistic assumptions, the region's earnings from

these exports would increase at an average rate of 1.4 per cent per annum, which will
represent, in itself, a very significant improvement with respect to historical trends. Given
the very good prospects for manufacturing exports worldwide, the dynamism shown by the

industrial sector in many countries of the region and the projected acceleration of capital
accumulation, it is reasonable to assume that growth of these exports will proceed at about
6 per cent per annum, a rate equal to the one experienced in recent years.

Even with the expansion in manufacturing exports at this relatively fast pace, total

export earnings will grow at the moderate rate of about 2.7 per cent per annum, due to the
persistent dependence on commodities. Less reliance on the latter products through more

processing and investment in manufacturing is badly needed, the more so that declining

secular trends in their real prices are likely to be irreversible. It is urgent to design and to

start the implementation of strategy leading to this objective. However, commodity exports

will continue to dominate Africa's export earnings over the projection period, even if an
appropriate strategy of industrialization and diversification of exports is successfully designed

and implemented. Commodities will continue to hold back the growth of total export receipts,

to an average annual rate of about 2.8 per cent.

With imports expanding in line with nominal GDP, both the trade and the current

account deficits will rise significantly, the latter standing at almost US$86 billion (7 per cent

of GDP) in 2008, against about US$9 billion (2 per cent of GDP) in 1994. The requirements

of net debt flows will be much higher than in the historical scenario, amounting, on the

average, to US$36 billion. The resulting stock of debt will rise from about US$317 to

US$825 billion, representing by the year 2008 more than five times total export earnings.

Under this scenario, it is assumed that debt conditions will be the same as the

conditions associated with the new commitments which started in 1994, with an average

interest rate of 4.7 per cent and a maturity period of 24 years. Under these conditions, the

debt overhang will worsen and, by the end of the projection period, half of merchandise
export earnings will be needed for debt servicing. Once again, it is poor prospects for
commodity exports, including petroleum exports, which will account for this deterioration.

According to our estimates, if hypotheticaliy these exports grow at an annual rate of 6.4 per

cent, instead of the projected 1.4 per cent, it would be possible to bring the debt overhang

ratio to below 200 per cent by the year 2002 and to well below 100 per cent by the years

2007/2008.

Given the very modest growth prospects for commodity exports and the long run

nature of the effects of any industrialization and diversification efforts, the reduction of the
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debt burden requires a comprehensive strategy focused not only on debt relief schemes linked
to structural reforms in the debtor countries, but also on the major cause of the overhang

which is the heavy dependence of most countries of the region on primary commodity
exports the prospects of which are likely to be poor. Debt relief has become a necessity and

will be even more so in the future, given the commodity outlook and the structural problems

involved. Perhaps, future negotiations with the Paris Club and with other creditors should

address and link in a coherent way debt reduction and rescheduling schemes with actions

(assistance to promote processing activities and other manufacturing) that may lead to a

diversification in the region's exports.
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Section IV. A NEW MACRO-ECONOMIC FRAMEWORK FOR

AFRICA'S DEVELOPMENT

The development scenario, described in this part of the study, has assumed radical

changes and improvements in the structures of production and demand, taking into account

the necessity of achieving a reasonable degree of self-sufficiency in critical variables

detrimental to Africa's future development i.e., food, energy, industrial inputs such as

fertilizers, pharmaceutical, iron and steel, and a supportive capital goods sector.

(a) Sustain**** sectoral performance

The macro economic framework arising from these sectoral perspectives has clearly

indicated that Africa in its quest for a long-term development can achieve the objectives of

UNNADAF of 6 per cent growth rate if the projected improvements in the domestic as well

as in the external spheres materializes. The projected expansion of population under the

medium variant of 2.8 per capita income is estimated to grow by an annual average growth

rate of 3.2 per cent. This implies a doubling of per capita income in a generation to reach

US$ 1067.8. Such substantially improved growth performance can only take place as a result

of consistent expansion of the various sectors of the African economy under the normative

scenario.

The agricultural, manufacturing and the energy sectors are expected to contribute

substantially to the overall performance of the economy. The agriculture sector is expected

to grow at 5 per cent per annum, above the envisaged target set by the Lagos Plan of Action.

At this expected rate, food production is thus likely to expand by 3-4, which is a level higher

than population growth. It will provide the basis for enhanced food self-sufficiency and to

avert incidences of undernutrition and mass poverty. The projected growth in agriculture as

well as the expected improvements in the foreign exchange position will revitalize industrial

production which is projected to grow by 15 per cent between 1993 and 2008. Such an

upsurge in industrial growth will no doubt provide a sound basis for a sustained and self-

reliant African economy capable of generating its own basic requirements in basic industrial

inputs, machinery and transport equipment. Similarly, the projected development of the

energy sector will assume its leadership in modernizing the overall development process. The

attainment of an improved energy balance in Africa is an essential element of the desired

development transformation strategy for industrial expansion and transport development in

particular. In the process of realizing this normative setting, the various forms of energy are

projected to grow at higher but different rates in order to maintain the energy balance within

the intensity of use requirements. Oil is projected to grow by 3 per cent, electricity by 4 per

cent, coal by 2 per cent, natural gas by 2.5 per cent thus achieving an overall growth of the

energy sector of 6 per cent on an annual average basis. Only through such policies of

diversification of the production structures and greater regional vertical and horizontal

sectoral integration can Africa attain mastery of its natural resource base.
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(b) Rationalized demand structures

The normative scenario also assumes that trends in demand structures will be

compatible with the expansion in output. Domestic expenditure in the form of private and

government consumption has to be rationalized in such a way as to generate surpluses for

increased development. Expenditures in the domestic market have to be oriented towards
boosting local production in order to generate sufficient employment in the domestic market.

Increased investment is therefore required to support the objectives of a rising but desirable

growth in per capita incomes which should be at least 30 per cent of gross domestic product.

This high share would require in the first place realization of substantial amount of domestic

savings to the tune of a saving ratio between 25 to 30 per cent. This rate is not difficult to

achieve given the projected rises of 6 per cent in incomes. At such rates, the resource gap

is projected to reach less than 2 per cent of GDP which can easily be covered by foreign

loans on concessional terms.

The region will be able to meet most of its critical needs if the integration of its

markets is accomplished. The rest of its import needs could be met from outside market.

Even this negligible portion its needs should be rationalized and be confined to only those

that are necessary to develop and enhance the competitive stance of African products in

international markets.

According to Section II, the dependency ratios projected for the key development

variables are likely to narrow considerably between 1993 and 2008 in a normative
development setting. In the area of agriculture only cereals group require imports to the tune

of 7.5 per cent. However, this import ratio is so small that it can easily be covered by

increasing the capacity of wheat producing countries of North Africa. In the case of

industrial products the discrepancy between total demand and production is also narrowing
but at a slower rate. In spite of the small capacity of the region, particular countries of

southern Africa, will depend on their local supply for at least 50 per cent of their total

requirements of critical agricultural equipment such as tractors and harvesters. This of

course depends on the endowment of iron and steel and coal which are in abundance in the

southern African subregion. The production of iron and steel is expected to exceed demand

requirements (table 7). This means that the region as a whole can cover its requirements

from iron and steel and at the same time develop the appropriate industrial technologies for

production of agricultural implements, industrial machinery and transport equipment to the

tune of 70 per cent of its needs.

Similarly, energy export and imports have to be rationalized for increased

development in Africa. The paradoxical situation of Africa's energy production, of which
it has an enormous potential, fluctuating directly with the demand of industrialized countries

while Africa obtaining most of its energy requirements from abroad should no longer be

entertained and allowed to continue in such a long-term development perspectives for Africa.

While Africa is endowed with tremendous mineral and oil deposits, which can be used in

exchange for basic development goods, the irony of it is that Africa has also a huge and

untapped potential for cheaper and unutilized sources of energy which can easily turn the

African region into a fast growing industrial complex comparable only to the new

industrialized countries of Asia and Latin America. The huge hydro-power potential that
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exist, can be used for the electrification and development of the rural areas for light,

consumer rural cottage industry, as in of India and China. Such a strategy can bring about

considerable savings in the use of kerosine and other petroleum products obtained elsewhere
at higher costs of imports. Equally, the importation of such products for other purposes such

as heating, electrical appliances, underground water for irrigation through the use of solar

and wind mills and other non-conventional sources of energy could also generate substantial

savings.

Given, a normative setting, there is no reason why the African region can not

endeavour to develop and upgrade its local technology which is in great demand in the

construction industry, in the forestry and wood-based industry, in food processing industry,

and other sectors of the economy. It is therefore, assumed that net trade in these areas

would be covered entirely from the enlarged African domestic market.

From the above, it is quite apparent that Africa has the potential to produce for what

it intends to consume. And the best way to realize this potential is by pooling Africa's

resources for common development in such a way that trade among African countries would
expand both in scope and quantity to cover at least 30 per cent of all its trade within the

coming 15 years. And given an efficient import structure, the export drive to the rest of the

world should be able to penetrate the external markets in post-Uruguay era and to secure the

much needed advances in high technology for development. This is the postulate of the

normative scenario described in Section II.

Modern inputs for revitalizing and developing the African agricultural base are also

in abundance and what is needed is how to collectively design and promote their use to

further and sustain Africa's development in the area of agriculture and industry.

Above all, the achievement of such high economic performance would imply, besides

increased subregional and regional cooperation, the need for systematic building of viable
domestic structures that would be capable of fostering economic and social development in

the African region.

(c) New domestic structures

For the "desired future" to materialize a strong and effective institutional machinery

is needed to assist African governments to develop capabilities and infrastructures in order

to foster the process of socio-economic transformation and development. It is important

therefore to establish and revitalize key institutions responsible for national capacity building,

policy formulation and central guidance. It is also necessary to integrate the institutional

reform programme within the overall national development planning. Reforms should
address the much needed improvements of the organizational and management capabilities

which would direct the course of development. In particular, institution building should

address itself to critical areas of science and technology information. Finally, to make the

institutions effective instruments in the modernization of production and distribution, plans
should be formulated to ensure the provision of funds on a regular basis for the development

of relevant facilities such as laboratories and experimental stations.
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The poor economic management is in part a result of the inadequacies of planning

structures. African government must, as a matter of priority, create and strengthen their

capabilities and make them effective instruments for maximizing development and minimizing

wastages and misallocation of the continent's vast resources. As first step it is paramount

to ensure the efficiency and the operationality of the public sector and make it a viable

instrument for fostering and directing the process of development. For this purpose it is

important to undertake a critical review of the activities of the public sector with a view to

eliminating unwarranted wastages and inefficiencies in order to reduce duplication and fiscal

burdens, the re-ordering of the priorities of the public sector will enhance its organizational

and managerial capacity and make it a force in development.

Furthermore, governments should adopt an overall integrated development approach

to planning which takes into account the democratization of economic, social and political

factors. Political and economic decision-making should be decentralized to allow a greater

participation of the people in the development process by reversing the present over-

centralized structures. In this regard, the role of women and youth should not be ignored.

Programmes related to the integration of women in the development process and enactment

of appropriate legislation for their welfare should constitute an integral part of the mass

participation strategy. Most importantly is the initiation of measures to redress the rural-

urban income disparities by providing a comprehensive rural-based development policy with

the view of developing the rural sector through the provision of essential services and the

creation of remunerative employment opportunities. This has to go along with well defined

income distribution programmes and appropriate pricing policies that favour the real

producer.

In addition, the systematic upgrading and building of entrepreneurial capabilities

chrough training and institution building in order to facilitate their effective integration in the

new development drive is a basic prerequisites for a sustained take-off. Therefore, the full

mobilization and effective utilization of all productive forces for national development and

social progress has to be one of the basic factors in achieving the objectives of the normative

scenario.

The subregional and regional organizations serving Africa whether in the field of

production, trade and finance, and education and training have a major role to play in

fostering development in the African region. The many new challenges in Africa's

development will no doubt necessitate new dimensions and approaches to the realization of

the future emerging from the planned development scenario. As a consequence the

institutions should become more radical as catalysts in the diffusion of new approaches to

development particularly in the process of the internalization of Africa's development. One

of the most challenging task facing these institutions is the popularization of new ideas of

internally-articulated development and life style by creating the necessary awareness among

African people regarding the prerequisites of a new future. Therefore, it is of utmost

importance to foster efforts conducive to changes in people's aptitudes. Equally important

is the need to seek ways and means to relate development with the social values, customs and

traditions towards an integrated approach to development that is not alien to culture. Only

through such an approach the African people will be able to interact symbolically and

positively with the process of development.
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It is a well-known fact that the lack of political will frustrate development efforts.

The political and development institutions are more than ever required to intensify efforts to

arouse the political awareness and the will for collective actions to support and accelerate

increased implementation of the existing subregional and regionally agreed development

strategies. At the same time they must become more effective in resolving common

problems and crystallize common positions vis-a-vis international issues in the economic,

social and technological fields.

Efforts should be intensified in the area of training, education and research with a

view to creating centres of excellence that are effectively involved in socio-economic

development in the region. More importantly research should be innovative and appropriate

to the African realities.

The development scenario has been predicated on the prevalence of a healthy

development environment that move people from the depth of poverty to the heights of a

desirable domestic social order essential for progress and further advancement. The

subsequent paragraphs highlights the likely benefits of the development efforts towards that

bright future in terms of poverty reduction for the majority of the African people and

creation of a new society for a worth African life.

id) Elements of a desirable future

In the macro-economic framework described above it has been clearly demonstrated

how much effort Africa has to make in the various sectors of the African economy in order

10 engineer a socio-economic structural transformation. These efforts if successful would no

doubt result in raising the standard of living of the African people and a desirable social

order which Africa has so far failed to achieve. Such anticipated improvement is conditional

on achieving a balanced distribution of growth both within countries and subregions so that

no areas can be depressed and deprived from its entitlement and share of the benifits of

development. The concept of growth with equity is generally recognized as the only answer

for providing equitable opportunities for all segments of a society. It is now recognized from

the experience of countries with less developed economic and social structures, that growth,

based on markets and prices, can not alone eliminate poverty without providing an effective

distributive mechanism.

Generally perspective studies seek to conceptualize a framework which evaluates and

visualizes the plausibilty of a future situation with reference to criteria that are social,

economic, political and/or technological. Since the future social situation will be the result

of development efforts there is need to relate the achievements to some standard of

international or regional norms. Thus the normative scenario, in its perception of an African

future, has emphatically ascertained the inescapable fact that development is by man and for

man and as such has advocated the necessity of closing the social gap in terms of the

standard of living between Africa and other developing regions in the world.

Quite a number of policies have been advocated in plans of actions and devlopment

strategies linking poverty eradication, gender development and population stabilization with

sustainable development. The well known programmes are the Programme of Action of

Population and Development, the Declaration of Principles and Programme of Action of the
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World Conference on Agrarian Reforms and Rural Development^/, the Revised

Programme of Action for the Integration of Women in Development (1996-2001),

Dakar/Ngor Declaration on population Family and Sustainable Development 44/, and the

United Nations International Conference on Population and Development. Theses

programmes have called for increased attention in areas which are important for poverty

reduction such as basic education, health sanitation and drinking water, housing, adequate

food and nutrition, employment generation, access to property, and mass participation. If

these are linked to measures which reduce fertility rates and harmonize demographic trends

with development the chances for increasing life expectancy for both men and women are

likely to be high. The policy implications of this future with regard to improvements in the

demographic situation, poverty reductions, and attainment of a new social order are outlined

below.

An improved demographic situation: new trends in life expectancy

The demographic scenarios presented in this section focuses on the medium variant

projections, which are based on the assumptions relating to fertility, mortality and migration.

Past and current socio-economic, political and cultural trends were taken into account in

formulating the assumptions for the period 1993 to 2008. Among them, one merits

discussion, namely: the on-set of fertility decline in a number of countries along with the

spread of HIV/AIDS.

Results from demographic surveys and population censuses point to fertility decline

albeit gradual in a number of African countries in recent years. These include most countries

in Northern and Southern Africa subregions where fertility rates have over the years

undergone substantial declines. In the North, Egypt, Morocco and Tunisia have since the

1970s witnessed substantial fertility decline, followed by Algeria in the 1980s. In Southern

Africa fertility had for sometime been declining in South Africa, and within the last four

years, in Botswana, Namibia and Swaziland.

There exists also evidence pointing to the beginning of fertility decline in the

following Eastern African countries - Kenya, Rwanda, the United Republic of Tanzania,

Zambia and Zimbabwe. Among the determinants of the decline are high and rising age at

marriage, and increasing contraceptive prevalence rates. In Central Africa fertility has

started to slightly decline in Cameroon; while in West Africa fertility rates have experienced

rapid decline in Cape Verde and moderate reductions in the Gambia and Mauritania.

Relative to the other important component of population growth in Africa, mortality,

the prevalence of HIV/AIDS has and will continue to have some demographic consequences.

It is estimated that around 7 to 8 million persons are currently affected by the disease in

42/FAO

44/ served as Africa's inputs in the United Nations International Conference on

Population and Development 15-20 September 1995. Cairo, Egypt.
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Africa. During 1990-1995, the population size of the 15 most affected countries would be
2 million (or 1 percent) fewer than it would have been in the absence of the epidemic. By

2005 the population would be 12 million (or 4 per cent) fewer than it wouid have been

without the epidemic. In this connection the impact of the disease would have serious

repercussion for life expectancy, mortality of special age groups and orphans in especially
the three highest seroprevaience countries: Uganda, Zambia and Zimbabwe. Nonetheless,
various projections of the demographic impact of the disease seem to indicate that population

growth rates will hardly be detented by its spread. These win remain high and positive at the

regional level- and even in the aforementioned most affected countries- by the year 2008.

An important reason for this is that Africa's population growth is fertility- rather than

mortality-driven: the gap between high fertility levels and moderately declining mortality
rates,the latter only marginally affected at the regional level by the spread of HIV/AIDS.

The major determinants of the high plateau of fertility levels are the early and almost

universal marriage patterns, the influence, of culture, the large cohort in the childbearing
ages by virtue of the young populations and the slow spread of family planning programmes.

These socio-economic, demographic and cultural factors are not expected to significantly

change from now to 2008.

According to the medium variant projections, the total population of Africa would

increase from 689 million in 1993 to 1.022 million in 2008, or at a rate of 2.7 per cent per

annum (table 1). The urban population wouid increase from 230 million to 437 million in

2008, or at a rate of 4.4 percent per annum. At this rate of growth the level of urbanization

will expand from 33 percent in 1993 to 43 percent in 2008. Accordingly, the total
population size would cross the billion mark between 2005 and 2010.

Trends of the main demographic indicators from 1993 to 2008 by subregions that the

total fertility rate, which was 5.8 children per women in 1993 will fall to 4.7 children in
2008 and that the life expectancy at birth will increase by 4 years for both males and females

from 51.5 to 55.5 years and from 54.6 to 58.5 years respectivelty.



186

Box 18

TRENDS AND LEVELS OF LIFE EXPECTANCY IN AFRICA: 1995-2010

Life expectancy which is the average number of years that a newborn could

expect to live is a major indicator of health conditions and general well-being of a

population. It reflects trends in infant deaths, health care, sanitation, personal security,

nutrition and environmental conditions. The ionger the iife expectancy, the higher the

chance that people achieve their human potentials or goals.

Despite the onset of AIDS pandemic and the worsening survivorship in some

countries, there has been a steady improvement in health conditions in Africa in

general. An increase in life expectancy of ten years was registered during the past

three decades. But, according to the medium variant United Nations projections, the

average life span in Africa is still 54 years compared to 66, 75, and 65 years for the

World, More Developed and Less Developed countries, respectively, for the

1995/2000 period. This is substantially below the goal suggested by the Strategy of

Health for All, which is at least 60 years by the year 2000. The current level of life

expectancy at birth in Africa is expected rise to 56 years in 2000/2005 and to 58 years

in the 2005/2010 period.

A comparison of the subregions of Africa suggests relatively better conditions in

Northern Africa and Southern Africa with 64 and 65 years, respectively of life

expectancy at birth against 50, 51, and 52 for Eastern, Western, and Middle Africa,

in that order for the 1995-2000 period. These levels will rise to 68, 69, 56, 55, and

54 years for Northern, Southern, Middle, Western and Eastern, Africa respectively in

the 2005/2010 period.

Only 12 out of the 53 African countnes are expected to reach 60 years by the year

1995/2000 and 18 countries by the year 2005/2010. 15 countries are not even

expected to reach the target of 50 years by the 1995/2000 period. Burkina Faso,

Malawi, Sierra Leone and Uganda will continue to register a level of life expectancy

at birth below 50 years in the 2005/2010.

Many African governments have shown dissatisfaction about this situation. Among all

the African countries, only 4 countries, Cote d'lvoire, Libya, Mauritius and

Seychelles considered their current level of mortality to be acceptable. None of those

countries with a level of life expectancy at birth lower than 50 years viewed mortality

acceptable.

Sources: United Nations, World Population Prospects: The 1994 Revision. New

York, 1995.

United Nations, World Population Monitoring Report 1991. with special

emphasis on age structure. New York, 1992.



187

These projections are assessed against demographic targets set by the two population-

development frameworks guiding population policy in Africa, namely the Dakar-Ngor

Declaration (DND) and the Programme of Action of the Cairo International Conference on

Population and Development (ICPD.PA). Among the targets of the DND are: (a) the

reduction of the regional population growth rate from 3 to 2.5 percent per annum in 2000

and to 2 per cent by 2010, (b) the reduction of regional infant mortality rate to under 50 per

cent 1000 life births in 2000. The ICPD. PA which is addressed to a global audience have

similar targets. For example, the target for life expectancy for countries with higher leveis

of mortality like in Africa is 65 years by 2005 and 70 years and above in 2015.

The prognosis are that a large number of African countries are unlikely to attain the

targets set by the DND and ICPD.PA (in particular, reduction of their population growth rate

to 2 percent per annum) by 2010. Prospects to achieve these targets only seem likely in the

decades after 2010.

One outcome of the changing demographic trends would be an increase in the

dependency burden. The slight decline in adult mortality would expand the number of

persons seeking productive employment in a tight labour market characterized by depressing

job opportunities in the rapidly expanding informal sector and especially the formal sector.

The former would be the sector where the majority of job seekers will find work. In

addition, the decline in infant and childhood mortality in the context of persistently high

fertility levels would tend to increase consumption levels, with more household resources

diverted from other uses to child maintenance costs.
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Table IV. 1: Selected demographic indicators for Africa, 1993 and 2008 (medium variant)

Indicators

Total population
Z-&

Urban population

Rural population

Population aqed 0-14

Population aqed 15-64

Population aqed 65 +

Population aged 6-11 (Primary

\ Education)

i Population aged 12-17

(Secondary Education)

1993

No.

million

589

2 30

459

303

362

24

114

94

314

%

-

33

67

44

53

3

17

14

46

2008

No.

Million

1022

437

585

421

568

33

165

142

492

%

43

57

41

56

3

15

14

48

Annual growth

of growth j

1993 - 2008

2.7

4.4

1.6

2.2

3.0

2.2

2.5

2.8

1.3

Source: United Nations, World Population Prospects. 1994 Revision (New
York); United Nations, World Urbanization Prospects. 122A

Revision (New *ork)

An African poverty alleviation perspective

The Profile of the poor in Africa

In sub-Sahara Africa, poverty is estimated to affect the lives of 60 per cent of the

population while in the North-African subregion only about 27 per cent will be affected. The

rate of growth of GDP for the whole region between 1990-1994 is estimated at around 1.5

per cent. Population growth has remained steady at 3 per cent annually, thus exceeding

economic growth at a margin that brings further hardship for the poor people of Africa.

External debt has mounted significantly. It is estimated to be around USD 300 billion in
1993. Service payment of debt entails a further reduction of services available to the poor.

The region's per capita income declined at an astounding 19 per cent per annum, in real

terms, in the mid-1980s. Of about 37 accepted low food security countries, 21 are in sub-

Sahara Africa and ranked the lowest in the index of security. According to UNHCR 80
million people are either internally displaced or refugees away from their countries and 150

million are children, women and men suffer from hunger and malnutrition with little access

to production factors. Infant mortality rate, literacy, health and other services decline at a

rate not obtainable in any other region. The plight of a large number of people is determined

by day-to-day occurrence in the region's external fronts, political events, nature and droughts

and desertification effects. Emphasis on poverty allevliation will continue to be the greatest

challenge facing African countries individually and collectively. It was estimated that one-
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fourth of the world's poor are to be found in Africa; in other words, four out of every ten

Afrian peoples are absolutely poor and deprived.

Africa has yet to create a meaningful method to halt the continuous decades of

economic decline and the resultant poverty. The prospects for poverty reduction therefore,

is not very promising. Regional output growth continues to fall short of population growth.

This has gone on for three decades in a row. As a result the income per capita has declined

by more than 20 per cent since early 1980s. Household incomes are directly effected by this

bad economic performance when most governments could no longer guarantee social

services.

In Africa income loss has sometimes preceded greater crisis which followed later. It

bred a chain of social unrest, conflicts over resources, violence and instabilities and

diminished resources to combat drought and desertification. This did not augur well for a

majority of Africa's population that earn their living from agricultural activities. A good

portion of the productive labour force were either internally displaced from their traditional

production base or rendered refugees. External factors worsened the situation as planning

infrastructures no longer functioned. The two factors of lack of services and disruption of

services were self-reinforcing in Africa. The poverty indexed by the number of people who

could not afford basic needs above three United States dollar has almost doubled. Sy the

year 2008, the number is expected to triple from the 1980 levels.

Alleviation programmes - regional and global

At the peak of suffering, mainly from hunger and malnutrition, the plight of the

African peoples focused the world attention on emergency assistance to its various parts.

Bilateral and multi-lateral groupings adopted programmes to relieve Africa of the recalcitrant

problems it faced.45/ The United Nations adopted the Declaration on Critical Economic

Situation in Africa at General Assembly Special Session. That session later adopted the

United Nations Programme of Action for African Economic Recovery and Development

(UNPAEERD). In 1991, the General Assembly further launched the United Nations New

Agenda for the Development of Africa in the 1990s (UN-NADAF). The initiatives were to

renew together commitments of both international and national government's effort to support

the region's effort to achieve self-sustaining development toward the 21st century.

The world at large also made some commitments which if indeed fully implemented

was supposed to transform the global economic process into a sustainable one. Some of

these declarations include Health for All by the year 2000 by WHO; 1978 Education for all

by the year 2000 by UNESCO 1990 and the Earth Summit leading to Agenda 21 in 1992.

The effect on the economic welfare of Africa was non-existant. For three decades

in a row, instead of improved health for ail, Africa has witnessed an increase in the number

of diseases and the number dying from such diseases. The region is the least equipped to

contain the AIDS pandemia. Malaria continues to kill 2 million people in the tropics with

41/ The General assembly of the United Nations declared 17 October 1996 as the

international year for the eradication of poverty throughout the world.



190

Africa taking a good proportion of this number. Even in terms of education, gross primary

school enrolment is estimated at 70 per cent of primary school age.

Toward mid-1994s, about 5.1 million Africans were refugees. This of course meant

no access to social service facilities - such as education, health and sanitation. This

population is displaced from production base. As such the majority suffer from chronic

undernourishment and malnutrition. It was then also established that there are non-miiitary

sources of instability which threaten peace and exacerbate poverty. A plethora of repeated

droughts and famine ravaged the continent in cycles. This was because there were neither

solutions nor preventive measures in the programmes to curb the consequences. Food and

cereal production had further declined as a result of the droughts.

Further, the region's debt stock continued to rise rapidly. It created a great crisis that

Impounded the vehicle of developing Africa permanently. The total stock was 300 billion

dollar by 1994. The intensity of competition for finance around the world and service

payments that were made out of the meagre exports further weakened the region. In all,

very little was achieved even when the programmes were reviewed and revised. IN the end,

poverty was not reduced in Africa, the number rather galloped and the rate of increase is still

alarming.

The region's debt has grown out of proportion in the recent years. At about US$300

billion there is no longer any disagreement that the countries could no longer finance

imported inputs. Coupled with the ever growing service cost, the region is faced with rapid

decline in health and eduction services. Infrastructure which is already inadequate is faced

with further deterioration and all these add to the diminishing standard of living in Africa.

At a time when Africa is faced with huge debt stock to service and eventually repay,

che price of commodities introduced a new problem. Since the beginning of the 1980s prices

have declined. Thus Africa has less opportunity to finance economic development activity.

Measured in real terms, imported inputs now cost much more to purchase. Attempts to

increase production of the raw material export of the region exerts further pressure on the

fragile environment. This is one case of interaction between poverty and diminishing

opportunities-

Continued civil strifes do have disastrous impact on the region's population and their

standards of living. For instance, about 5.1 million people are either internally displaced or

refugees. These people suddenly find themselves living in camps and, become dependent on

meagre and decreasing social services. Their productive activities are disrupted with serious

consequences for production, savings, capital build-up and investment.

Furthermore, recent recurrence of drought has shown that conflicts are not the only

source of instability in Africa. Drought emergency has brought all kinds of problems on the

poor as well as the fairly comfortable peoples of Africa. The extent of the mid-1980 and

1992 drought emergencies in several African countries demonstrate once again, the failure

of development strategies to address this pervasive issue. For the African poor, drought is

particularly serious. When there are droughts, they are deprived of the fruits of their own

labour so suddenly and, when they have no reserves for back-up.
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Making the programmes move effective: the synergies ofpoverty

Inequity both in terms of allocation of productive resources, contribution to production

and distribution of the income is a major factor on its own. This is a case where rational

policies have built-in biases which exclude the poor from development and its benefits.

Frequently mentioned is the urban over-expansion and public sector activities that is

synonymous with cities. Most often the poor and those in the rural sector are often net

contributors to the rest of the society. Their products are underpriced and the services they

receive are meagre. This imbalance is a recipe for increasing poverty particularly for the

rural population which is about 67 per cent of the region's population.

Growth alone can not eliminate poverty as experience has shown here and elsewhere.

What is urgently needed is a well designed and balanced packages of poverty reduction

programmes which will tackle the real cause of poverty. Among those programmes are the

following:

To aid the poor during the current period of stress and to begin a transitional

scheme in which each national government must institute a formal

employments programme. Particular attention must be given to the labour-

intensive design aspect of the programmes;

Special safeguards and incentives will be required to ensure that national

poverty reduction goals are reflected in planning and budgeting. In this

respect, rural development fund programmes can influence the allocation of

local resources and promote specific projects in support of the poor;

Governments must invest in economically attractive rural infrastructure

projects and services to support production, and eliminate the urban bias in the

delivery of social services. The government must modify the service delivery

modes such as education and health so that they become more closely

responsive to the special circumstances of the rural population;

Resource reallocation formula must be devised. Resources should be diverted

from subsidies on energy, housing and agricultural price support systems

towards education, health care and rural infrastructure. Achieving the

objectives through the expanded resources should be left in the hand of local

administrators or government from whom commitments is imperative;

Health is one basic requirement for effective participation production process.

In this regard, mass immunization campaigns will prove effective for universal

coverage. Rural out-reach should prove critical and local governments should

be held accountable for effectiveness of the services;

Observing the diminishing of the forest is a great problem to the rural poor

who live by agriculture and therefore, sourcing alternatives for household

energy are critical. Natural gas, liquid petroleum gas and kerosene are

alternatives that must be promoted along with rural electrification.
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A good portion of people today living below poverty line is explained by the

instabilities and political conflicts existing in the countries. Consequently

nothing could be done until these conflicts are resolved. Alleviating poverty

and ensuring sustainability requires strategies which can ensure that the poor

gain from and contribute to growth. Under severe instability most working

age section of the population cannot respond to opportunities. Most are

rendered infirm while others simply contribute to further destructions.

The issue of equity command great importance in solving the problem of

poverty in Africa. Implicit in this is the terms of transfer formulae. Mo

formula might be perfect as a solution but through monitoring methods,

effectiveness could be tested. The governments should as a result institute

social expenditure performance indicators such as infant mortality, or

academic performance score.

With these indicators inbuilt within formulas, effectiveness of each system

could be tested as a response to local priorities. To be effective, the system

must be linked to the budget and planning process at all of government. Each

unit of the government should be required to include a systematic poverty

alleviation method and objective in their annual planning and budgeting

exercises.

External contributions for alleviating poverty in Africa is important. The

general euphemism today is that the regional countries have overplayed the

donor card. At the same time structural impediments imposed by some donor

countries have obstructed ail self-reliant approach to the region's economic

problem. As a result, an immediate review of the debt situation is necessary -

to bring the level downwards and release resource to national programmes.

Concurrent review of the precipitating commodity prices will be of great help

aiso. At the very least, future aids and grants should go towards helping the

region improve on the value-added content of the products. In a world where

market access is expected to be free for all Africa can only survive and

alleviate poverty when the earning power of the products increases.

The recent upsurge in the number of poor people in Africa is alarming. More

critical, the further the decline, the higher the level of societal decay. Violence within the

society and other social malaise seem to follow. The sequence of downward turn socially

and economically both reinforce each other to the detriment of the society as a whole. For

this reason, it just right tor both national governments and the international community to

embark on renewed effort of poverty reduction.

The challenge is for governments to come up with poverty assault strategies that can

also remain perpetual until significant results show. Strategies that serve the short and long-

term objectives. Evaluation must be inbuilt in the formulas so that each strategy can be

redefined at each step along the way.

The poor constitute the majority in the African continent. Unless there are solutions

where this majority can contribute meaningfully to and also share from growth, then the
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chances of ever achieving any growth will remain slight. The negative hand-in-hand

relations between lack of growth and poverty is more of why poverty reduction strategies

need support. Until such a time that the poor of Africa can contribute and be adequately
rewarded for their contributions, the world cannot boast economic and political stability.

3. New social order

Since development is a human endeavour, the social context in which it takes place

is crucial. Self-reliant and self-sustaining development in Africa depends not merely on new

patterns of the generation and allocation of the region's material resources but also

fundamentally on the growing awareness and commitment of the people, as individuals,

social groups and communities, to the values of self-reliance and seif-sustainment. Such

values can be upheld when the vast majority of the people have a stake in the new type of

development and when that development is responsive to their needs. The satisfaction of

these needs, is seen, in this light, as both a basis for elaborating the society's productive and

distributive systems and an investment in-human capital for long-term development.
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Box 19

IMPROVING HEALTH IN THE MIDST OF POVERTY: THE KENYAN

EXAMPLE

The ultimate goal of socio-economic development is to promote and achieve better

health and extended longevity. Despite daunting poverty, Kenya, a low-income country

with an estimated GNP per capita of about US$ 340.0, has been able to achieve a life
expectancy at birth of about 60 years. This is in contradistinction to, for example, Gabon's

and Congo's life expectancy at birth of 54 and 53 years respectively, and GNP per capita

of US$ 3,780.0 for Gabon and US$ 1.120.0 for the Congo. Regarding other basic

indicators of health, considerable progress has been achieved since Independence in 1963.

For example, Infant mortality rate declined from 126 to 67 per 1,00 live births while the

under fives mortality rate dropped from 211 to 104 per 1,000 live births. Estimates of

Infant and Child Mortality are important indices of health problems in general and diseases

of childhood in particular. During the same period, crude death rate fell from 20 to 12 per

1,000. As the World Bank points out, by 1980, Kenya already had distinctly more

favourable social indicators than most countries in the region. Also, there has been an

impressive growth in the number of physical facilities as follows: dispensaries increased

from 400 in 1972 to 1564 by 1992. The number of health centres in 1963 was 160 and the

number of hospitals was 148. this had increased to 289 and 268 respectively by 1992.

With this growth in the number of medical institutions, there was a parallel growth in the

number of medical personnel. During the same period, the total number of health workers

(including paramedical staff) increased from 6,303 to 30,752. In 1963, the number of

qualified doctors was only 339, but had increased to 3,550 by 1992. The hospital beds and
costs increased from 6,708 in 1963 to 34,000 in 1992. With regard to medical training,

almost complete Kenyanization has been achieved among teaching staff, while examination

and curricula have been reoriented to cater for local needs.

The relatively low rates of infant and child mortality existing in Kenya points to the

possibility of the country being able to achieve basic health for ail (HFA) by the year 2008

and a life expectancy at birth comparable to that obtaining in middle-income countries.

Even though a disproportionate share of Kenya's health care expenditure is expended on

curative services, primary health care (PHC) structures are well developed. WHO/AFRO

points out that (PHC) approach, adopted in 1983, continues to be the strategy for health

and socio-economic development. To underline the preeminence of PHC in achieving

HFA. the government has established a PHC Management Unit at the Ministry of Health

Headquarters. At the provincial and district levels, collaboration and coordination which is

imperative in health care delivery is the rule. The District Management Team, the core of

the health staff in the district, is responsible for supervision. In some parts of the country,

the Government and an external agency work together in PHC. In the Western Province of

Kenya, where health indices are less favourable, for example, a Government/FINNIDA

Primary Health Care Programme has extended coverage to all parts of the Province.

Sources: World Bank, Kenya Poverty assessment, 1995 and Better health in Africa, 1994.

See also Kenya's Development Plans, 1984-1988 and 1994-1996 and Kenya's Health

Policy Framework, 1994, and WHO/AFRO proposed Programme Budget, 1994-1995.

In effect, social and productive forces must be brought together in a dynamic,

mutually reinforcing relationship within an enabling social environment. Such an

environment would entail democratisation of the development process in its socio-political,
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equal terms f all the people, irrespective of gender, social affiliation or geographical location,

in the decision-making, domestic production and consumption associated with the

development process. It should also facilitate the building up of a consensus of values on

the public at the national, subregional and regional levels.

Box 20

Long-term impact of the Copenhagen 20-20 principle

The World Summit for Social Development which took place in Copenhagen in March

1995, was attended by 117 heads of State or Government, of which 35 were from Africa.

The Summit was the first major UN Conference specifically convened on social

development but, was closely linked to other similar high-level meetings on social

development issues. The Copenhagen Declaration and Programme of Action adopted by

this summit draw heavily on the recommendations for sustainable development adopted at

the United Nations Conference on Environment and Development held in Rio de Janeiro in

1992, and the International Conference on Population and Development held in Cairo in

1994. and in turn complemented by the Fourth World Conference on Women (Beijing,

1995) and the United Nations Conference on Human Settlement-Habitat, II 1996.

The Summit has given high priority in Official Development Assistance to the eradication

of poverty in Africa and other developing countries, and agreed on a mutual commitment

between interested developed and developing country partners to allocate, on average, 20

per cent of ODA and 20 per cent of the national budget to basic social programmes which

promote social progress, justice and the betterment of human conditions.

The long-term impact and the sustainability of the Social Development process in Africa

vis-a-vis the Implementation of the Declaration and the Programme of Action will depend

on (a) the national level where the onus of the responsibility lies with African Government

efforts to (i) implement macro-economic and micro-economic policies which aim at

encouraging greater domestic saving and investment required for public spending through

fair and economically efficient taxes and cutting back on subsidies that do not benefit the

poor (ii) reduce appropriately excessive military expenditures in order to increase

resources for economic and social development (iii) give high priority to social

development in the allocation of public spending to be sustained at no less than 6 per cent

of GNP; (b) at the international level, (i) the agreed target of 0.7 per cent of GNP for
overall ODA should be fulfilled as soon as possible; (ii) increasing the share of funding for

social development programmes commensurate with the activities to achieve the objectives

of the Declaration and Programme of Action; (c) given the gaps in human conditions and

the general quality of live in Africa compared with other developing countries, a case

should be raised during the special review session to be held in the year 2000 to call for

higher commitment of 30:30 spending on human development in Africa.

Certain undertakings in the social field would be essential instruments for attaining

the envisaged socio-economic transformation. These include education, a consistent value

system, appropriate social institutions and cooperation. Education conceived in the broadest

sense of bringing out the best in people's moral, mental and technical (physical) potentialities
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must be a principal instrument of the new social order. It may be characterized as

development education since it should enable the entire population to internalize the

development goals of the continent and appiy their faculties and skills to their attainment.

The scope of such education should be society-wide. It should be designed in its formal and

non-formai aspects to eliminate human wastage, minimize alienation and polarisation of the

population. There should be a harmonious alignment between education and employment,

education and technology and education and indigenous culture and knowledge. Such

education should be promoted in an atmosphere of full enquiry, learning by doing and free

exchange of ideas and experiences among individuals and groups of citizens within and

between African countries.

The value systems of the African people, which currently reflect certain historical

distortions, should be reoriented to be consistent with self-reliant and self-sustaining

development. Such reordering of values can be achieved through a systematic effort of social

education which will inculcate more strongly in all segments of the population the principles

of equity, social justice, a self-reliant ethic of work and consumption, efficiency and social

accountability. This would require attitudinal changes in the arenas of work, politics and

social relations from the family through communities to the entire society.
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Box 21

Gender perspectives under gender initiatives and programmes

"In most countries, industrial or developing women are not yet allowed into the corridors

of economic and political power. In exercising real power or decision-making authority,
women are a distinct minority throughout the world" (Human Development Report,

UNDP, 1995).

The first international conference on women was convened in 1975 in Mexico city with

the themes of equality, development and peace. Since then all United Nations agencies
have been mandated to incorporate a gender perspective and gender responsible policies

and plans as a priority area in their programmes. 1976-1985 was declared as a decade for

women to be devoted to effective and sustained national, regional and international action

to implement the World Plan of Action. In 1979, the United Nations adopted the

Convention on the Elimination of All Forms of Discrimination Against Women. The

second World Conference on women took place in Copenhagen in 1980 to assess the
progress made since the first World Conference. This conference added three sub-themes
to the theme of equality, development and peace, namely education employment and

health. At the end of women decade, the third World Conference on women was convened

in Nairobi in 1985, and adopted the Nairobi Forward-Looking Strategies for the

Advancement of women up to the year 2000. The fourth World Conference on women was

convened in Beijing in 1995, and adopted the Platform for Action which is an agenda for

Women Empowerment. It aims at accelerating the implementation of the Nairobi Forwwd-

Looking Strategies for the Advancement of women and at removing all the obstacles to

women's active participation in all spheres of public and private life through a full and
equal share in economic, social, cultural and political decision-making. Similarly, five

Regional Conferences on women were convened in Africa since 1977, the most recent one

took place in Dakar in 1994, to review and appraise progress made and obstacles

encountered in attaining the goals for women. In the area of education, for instance United

Nations estimated that if earnest efforts are made, universal enrolment can be

accomplished world-wide in the next 10 years. It may take longer to achieve this in some
African countries where the present enrolment ratios are only 47 per cent at primary level

and 12 per cent at secondary level - but completing this task within 15 yean is not

impossible with political will and determined efforts. In the area of decision-making,the

United Nations Commission on the status of women recommended in 1990 that a critical

30 per cent participation be regarded as a minimum for decision-making positions at the

national level. Few countries in the world have yet crossed this critical 30 per cent

threshold or even approached it ; for example in 1994, women hold only 10 per cent of
the v«tf in the world parliaments and 6 per cent in national cabinets (UNDP, 1995). For

various reasons these ratios would be less in Africa than the world average. However,

removing gender inequalities is not dependent on having high income. Gender equality can

be pursued -and it has been- at all levels of income, for instance Thailand outranks Spun

in Gender-related Development Index (GDI), even though Tailandfs real per capita income

is less than half of Spain. Moving towards gender equality, then, is a political process and

would require a firm political commitment on the part of African governments to formulate

national strategies that are likely to close the gaps that still exist in several areas.

Appropriate social institutions must be promoted to uphold and sustain Africa's socio-
I— 4-...^-.-.^«« Cn/ih inorifei^Ane im^liirta thj» fimilv an/1 crw*ial OfniHM farfflMl fiftT
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production, social reproduction and political participation. The needs of the family, in its
enduring or newly emerging patterns, should be accurately assessed and appropriate measures

taken to strengthen it to carry out its support functions to the human society.

Appropriate social institutions must be promoted to uphold and sustain Africa's socio-

economic transformation. Such institutions include the family and social groups formed for

production, social reproduction and political participation. The needs of the family, in its

enduring or newly emerging patterns, should be accurately assessed and appropriate measures

taken to strengthen it to carry out its support functions to the human society, social groups
formed to enhance cooperation and cater to the socio-economic, cultural and political needs

of critical segments of the society such as the poor, rural inhabitants, workers in the informal

sector, women and youth should be promoted and empowered to make useful contributions

to productivity, consumption and social equity in a transformed Africa. Such institutions and

forms of social mobilization can be used to ensure systematic upward aggregation of local

and grassroots needs, demands and contributions. If well-coordinated, they can be effective

instruments for equitable distribution of responsibilities and benefits of development and for

social accountability.

Finally, cooperation in the social field among countries at the subregional and regional

levels should help to rationalize employment on a large and effective scale, to minimize

tensions arising from a historic need for people to cross artificial frontiers that cut across

natural ecological, production and socio-cultural zones, and to protect the environment and

cultural heritage of the region.



PART TWO

PREPARING AFRICA FOR THE 21st CENTURY:
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PREPARING AFRICA FOR THE 21st CENTURY

During the last three decades Africa strived to design and map its own future course.

The efforts it has engineered in that direction were commendable and highly realistic. A

long-term development plan and medium-term strategies for the social and economic

development of the region were eventually adopted for the purpose.46/ Within the

framework of such development strategies a number of sectoral regional plans, development

decades and reform and adjustment programmes were periodically undertaken.^ These

efforts genuine as they are, were frustrated by a number of adverse developments that swept

the region during the course of development in the form of domestic, ciimaticai and external

disturbances. The historical scenario has projected its adverse impact on the future which

would mean a difficult life for its people. A change is therefore necessary. The point of

departure should not be seen as one that questions the validity and the relevance of the plans

of action but rather to find ways and means for their accelerated implementation.

SECTION I. THE AFRICAN GLOBAL STRATEGY REVISITED

(a) Pilffiffw»nns of the Strategy

The objectives of development in the African region rests primarily on the principles and

tenets of the LPA , the FAL, the United Nations New Agenda for the Development of

Africa, and the Abuja Treaty , and centres around three basic long-term objectives; namely,

improvement in the welfare and the standard of living of the population; attainment of

individual and collective self-reliance; and, the establishment of a self-sustaining process of

economic development and growth.

-Africa Priority Programme for Economic Recovery APPER -JUNE 1985.

-United Nations Programme of Action for Africa Economic Recovery and Development

UNPAAERD My 1987.

47/ -African Alternative Framework to Structural Adjustment Programmes for Socio-

economic Recovery and Transformation^ AAF-SAP E/ECA/CM.15/6/Rev.3
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Box 22

PROSPECTS OF INTERNATIONAL COMPACT AND COALITION ON AFRICA

The Africa's development problematique has been of much concern in the world at

large and subject to the formulation of parallel and sometimes competiting programmes at

the regional and international levels since 1980. At the regional level, these range from the

Lagos Plan of Action and the Final Act of Lagos in 1980, Africa's Priority Programme for

Economic Recovery and Development in 1995 to the Treaty Establishing the African

Economic Community in 1991 and most recently, the Cairo Agenda for Action:

Relauching Africa's Economic and Social Development, endorsed by the OAU Summit

Meeting of 25 June 1995. These continental programmes, including other sectoral plans of

action, aimed at steering Africa's development into the 21st century. They include strategic

priorities such as regional economic cooperation and integration; agricultural and food

security; transport and communication; industrialization; natural and human resource

development and utilization; science and technology for development; etc. These regional

programmes place responsibility for development on African Governments and peoples

themselves.

At the international level, African countries have sought, through the United Nations, to

mobilize international support to complement their national development efforts. Thus in 1986, the

General Assembly adopted the United Nations Programme of Action for African Economic

Recovery and Development (UN-PAAERD), 1986-1990. However, the programme's time frame

coincided with a period of converging disruptive factors, such as the collapse of world market

prices for Africa's primary commodities, which deprived the region of more than US$ 50 billion in

export earnings, sharply declining terms of trade, expanding debt burden, introduced by many

African countries of drastic macro-economic reform programmes, political instability, natural
disasters, declining foreign direct investments, and changes in the international political order

resulting from the end of the cold war. These factors created a new menu of priorities and
conditionalities for official development assistance (ODA). They also led to the drowning of UN-

PAAERD and its lofty expectations.

For these reasons, the General Assembly adopted in 1991 a more streamlined New Agenda for

the Development of Africa (UN-NADAF) with time-frame extended up to the year 2000. The UN-

NADAF was adopted against the backdrop of multitudious and overlapping programmes of action

implemented at national, regional and international levels, all competing for host governments'
executing and managerial capacities as well as for limited local and external resources. This has

created confusion, complicated development coordination at the country level, and strained the

absorptive capacities of host governments.

Despite the adoption and implementation of the UN-NADAF during the first half of 1990s

decade, economic and social conditions in the majority of African countries continue to deteriorate

and prospects for socio-economic recovery are still not in sight for those countries afflicted by

armed conflicts. Hie agreements reached at numerous international gatherings, such as the World
Conference on Education for all, the Children's Summit, the UN Conference on Population and

Development, the Social Summit in Copenhagen and the women's conference in Beijing, routinely

singled out the problems of Africa for special attention.
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It is against this background and recognizing that Africa represents the foremost challenge of

global development that the UN Secretary-General Boutros-Boutros-Ghali, decided to launch the

United Nations System-wide Special Initiative on Africa, which must be seen as reinforcing and not

duplicative of the UN-NADAF. Its aim was to identify and develop practical proposals to maximize

the support provided by the UN system to African government, and to raise the priority given to

Africa in the international agenda.

In particular, the Special Initiative will give pratical expression to the policy commitments

maj» in the past. The mobilization of resources for education and health will take place widt the

full cooperation of the World Bank. Additionally, specific leadership roles are taken by agencies

across the UN system for each of the 14 major components of the Initiative and, the heads of UN

agencies will hold themselves mutually accountable for achieving results. With its emphasis on

basic education and health, the Initiative will support African efforts to accelerate the creation of

the baiic conditions for more rapid development. With its activities in such areas as food and water

security, resource mobilization and governance, the Initiative also aims at helping African countries

improve the livelihoods of their people, increase their productivity, enhance the climate for

investment and estabish the necessary conditions for sustainable economic and social development

This is mainly predicated on the premises that central to development is the

satisfaction of the basic needs through the provision and availability of goods and services

accessible and affordable by all. Thus, the ultimate objective becomes the alleviation of

poverty and improvement of the welfare of the population through measures aiming at raising

the level of per capita income resulting from increased productivity, better distribution of

income by narrowing interpersonal and interregional imbalances, better access to basic social

services of health and sanitation, nutrition, water, education and housing, expansion of

employment opportunities and sufficient wages in particular in the rural sector with the all

important aim of closing the human resource gap.

The welfare concept in a predominantly rural society is intrisically linked to factors

such as the ability to achieve certain balances between agricultural and industrial

productivity and secondly to address the question of resource allocation harmoniously with

the demand for social services in order to resolve the dichotomy between the need for

accelerated accumulation and increases in consumption. The means to achieve and resolve

such fundamental questions is crucial for the purpose of inducing rapid and sustainable

changes in the basic structures of African societies.

The achievement of the long-term objective is critically linked to the developments

that are likely to occur in the various sectors of the economy. The sectoral transformation

process were predicated in the development strategies to focus on the following:
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(1) Attainment of collective self-reliance through:

(i) Reducing dependence on external factors;

(ii) Greater control over national natural resources;

(iii) Intemalization of the development process;

(iv) Increased complementarity with neighbouring countries;

(2) Establishment of self-sustaining process of economic growth and development through:

(i) Structural transformation of African production and consumption patterns;

(ii) The development of national technological capabilities;

(iii) Appropriate institution-building including effective planning and plan

implementation structures;

(iv) Broad mass participation in decision making process.

(b) progress in implementation

Fifteen years into the Lagos Plan of Action and various other programmes, the

African region is still rapidly getting poorer and the outlook, in many respects, is likely to

get worse. More serious is the fact that the very vision of the path to success is being

obscured by the repeated failures of past development programmes.

It has become increasingly clear that the major reason for Africa's failure in the

implementation of the regionally agreed development strategies during the past two decades

has been the lack of systematic action on building and enhancing critical capacities needed

to sustain growth and development. To that end, the ECA has identified several priority areas

in building and utilizing critical capacities in Africa. Amongst which are (a) strengthening
capacities in support of food security and self-sufficiency; (b) capacities to exploit natural

resources and diversify African economies into processing and manufacturing; (c) building

and utilizing physical infrastructural capacities and fully utilizing human capacities.4&y

There is therefore an imperative need to reexamine the genesis of the African

problematic to see the real factors that had retarded development in the region during the

last decade and thereby design a realistic strategy with well defined actions to reverse mis

untenable situation. This should not only address the inappropriateness of the policy stance

but a whole set of factors relating to the physical and ecological set up and the domestic and

external vulnerability arising therefrom. The critical areas which have continued to be the

cause for concern in the course of development are broadly identified as:

neglect of the rural sector as the real source of growth and whose

potentialities are continuously hampered and prone to the nefarious effects of

4S/ECA framework agenda for building and utilizing critical capacities in Africa.

E/ECA/CM.21, 30 Mach 1995, pageJ.
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the vagaries of nature and social and economic rigidities;

the human-resource gap accentuated by the social costs of economic

adjustments and trends of declining productivity and their implication on

economic progress;

the technology gap particularly in agriculture and the replication of some alien

technologies that do not seem to respond fully to African conditions and which

have resulted in the accumulation of considerable idle capacities in most of the

key productive sectors of the African economy;

failure to mobilize sufficient domestic resources which led to noticeable

declines in business activities and deterioration of public social services with

its attendant adverse effects on employment and the standard of living;

an uncoordinated system of exchange of products and finance within the

region which crippled the development and limited the expansion of

intra-African trade;

increased dependence on an often hostile external environment and which led

to the flaring-up of an unmanageable debt crisis in the African region;

failure of stabilization and adjustment policies to fully perceive the real

development needs.

The root causes for the failure of development are two-fold:

(i) The awkward characteristics of the ecological set-up of quite a number of countries

in the region can be singled out as the most serious factor.42/ Indeed, the colonial

heritage of small and tiny markets hardly capable of meeting the challenges of development

is the major factor behind the continued deterioration of the region. The physical limitations

and structural deficiencies make most of the countries in the region extremely vulnerable to

external shocks and disequilibria. The weak crisis management capacity in turn had created

in an interrelated vicious circle manner a state of structural dependency.

(ii) Africa's disadvantage place in the international division of labour as an

overspecialized producer of raw material for the foreign markets.

42/ About one third of the countries in the region are land-locked, uneven spatial and

geographic distribution (majority predominantly in desert, arid, semi-arid and some wet

tropical zones), uneven distribution of resources (some with tremendous metal and

mineral resources, quite a number with fragmented agricultural base, differences in

human resources (some thinly populated, others densely populated with marked age-sex

distribution and disproportionate concentration and uneven spatial distribution with

imbalanced match between resources and population), environmental differences (some

critical prone to drought, desertification and floods).
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There is, therefore, an imperative need to radically address these areas with the view

of achieving the long-term objectives. Such required actions should constitute the basis for

a realistic development strategy within a well defined concept for development.

(c) fin/ti"g solutions in failures

The knowledge of how the past had evolved will indeed help in formulating

appropriate strategies to shape the future course of development. First, experience has

shown during the last three decades that development in the region has been frustrated by a

number of external as well as internal factors and this is likely to continue in future unless

the root cause of such interreactable vulnerability are systematically resolved. The colonial

heritage of tiny states hardly capable of meeting the challenges of development and the

fragility of a majority of them in terms of physical limitations, environmental and ecological

set up are thought to be the basic factors behind such continued structural deficiencies.

Secondly, the failure of the region to attain the long-term objectives relates to the fact

that certain development objectives such as self-sufficiency in food and the attainment of self-

sustaining resource-based development cannot be effectively met within the confines of small

markets characterized by capital and labour rigidities.

Thirdly, the situation is likely to be more critical in the 1990's as this is the period

when Africa is going to face trade wars, fierce competition and intense protectionism in

commodity and technology markets as the result of the growing tendencies towards the

creation of regionalized bloc economies propelled by the establishment of the monetary union

of EU, Africa's major trading partner. Moreover, the resource shortages of the 1980's is

going to turn into a critical resource crisis given the state of flux characterizing financial
markets and the inability of developed countries to coordinate their fiscal and monetary

policies.

Thus, there is a growing awareness and consencus that the essence of development

should be generated from within and its dynamics based on the region's own resource

potential with a viable exogenous support. To that extent, the concept of development

becomes primarily an indigenization approach to integrated development that fits better in the

social and cultural fabrics based on an inward-looking pattern of development that minimizes
and reduces the undue and excessive dependence of the region on other region's products,

finance and technology and in particular to focus on:

- balanced growth in the context of increased interdependence among

growth-ted sectors that directs growth and generates effective forward and

backward linkages;

- a human-resource - based development in terms of the due recognizance of the

role of human capital as the most crucial single factor for spearheading the

process of socio-economic transformation. This must be supported with other

forms of capital which are necessary for technological growth essential for

rapid increases in labour productivity.
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Indeed, balanced growth in an agro-industry growth-led strategy is conditional on the

appropriation of a capital mix strategy. It is not a question of the rate at which investment

should expand but rather the mix and blending of indigenous capital that is most crucial for

determining the course of the process of transformation. As the human factor is the only

form of capital that grows by use, its role in sustaining the development process can not be
ignored. If this is not properly conceived, investment will tend to favour sectors critically

inter-related to technological advances such as industry at the expense of agricultural and
related activities of development. Therefore closing the technological gap in agriculture

should feature as a top priority of development.

Thus, the central theme of the development strategy should be the reversal of the

declining productivity trend which is the main cause debilitating the capacity of African

economies. While the root cause is not the lack of capital per se but rather the ability to
optimize technology which is essential for increases in productivity. The strategy should

therefore address areas such as orientation and expansion in education, technological

advances and development of indigenous factor inputs.

Secondly to fully and optimally utilize Africa's natural resources for an accelerated

common development is through establishing the required mechanism for the effective

utilization of the region's vast resource base for common development in a complementary

and self-generating manner. Such mechanisms should constitute the basic strategy for the
free movement of resources within the region on a productive basis for the maximization of

output and welfare. Sustainence of the natural resource base in a collective-reliant manner

is the key to Africa's future development and advancement.

SECTION n. A POLICY AGENDA FOR SUSTAINABLE DEVELOPMENT

While the medium-term strategy focuses on the development of agriculture as a

priority and leading sector with a strong sectoral support,^ the emphasis in the long-run

should logically shift to balanced growth. Therefore, in the long-run, the core ofdevetopraem

should emphasize a balanced growth of agro-industry through the promotion of

resource-based industries which use local skills and domestic raw materials. Indeed, it is
aimless to develop agriculture at a rate of 5 per cent while foiling to tune the industrial sector

to absorb the agricultural surplus. This would imply the continuation of the old modalities
of excessive dependence on overspecialization and exportation of raw materials.

On the other hand, the neglect of agriculture in favour of rapid industrial growth has

been the very cause of the stagnation of many African economies. The reasons are also clear.

The heavy reliance on industrialization at an early stage of development would unfavourably

move investment resources away from providing the means for developing agriculture.

Similarly, industry should be developed on the basis of a real foundation with sufficient raw

material, etc. The Chinese example of the Great Leap Forward of the First and Second
Five-Year Plan with which revolutionary China started its socialistic development programme

5Qf Sectors in support include industry, transport and trade.
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is a case in point. China's strategy of excessive reliance on heavy industry as a priority to
development affected the food supply and placed agriculture at the periphery of economic
devetopmentii/ When China recognized its strategic mistake it immediately turned
course in the Fifth Five-Year Plan and emphasized agriculture and light industry in particular

at the commune and grass root levels. 52/ On the other hand, India developed an
industrial modality synonymous with the agricultural resource base. The cottage industry has
become the very foundations of India's presently developed industrial complex and the
dichotomy in the development process was systematically resolved.52/

It can not be overemphasized, therefore, that rapid growth can only be achieved when

the proper balance between agriculture and industry is maintained. Furthermore, a proper

balance between agro-industry and environment is also essential. It is of crucial importance

in this regard that the resource approach should address the areas where the proper

interaction of soil, people and resources is optimal for development. The crucial elements

of such approach should centre around:

Focus on mass participation

It is clear that agriculture which used to be the source of growth can no longer sustain
this role given the damage caused by the drought, other natural calamities and inappropriate

policies. Thus, the problem of development has to be tackled from within based on an
integrated rural development strategy which would ensure 5 per cent growth in agriculture.

To this end, revitalizing the agricultural sector to play a leading role in the development

process is eesential. Thus the role of agriculture in the development process is three-fold:

(i) To ensure a better agro-animal-forestry balance;

(ii) To meet the long-term objective of self-sufficiency in food;

(iii) To support the process of development.

These significant policy shifts constitute the basic strategy of the agricultural sector.

To achieve this strategy, emphasis on integrated rural development which would focus on
mass participation and grass root development at the commumty level is no doubt the crucial

element in any policy reform. Such a policy of rural development should expand rural
employment, support by appropriate farming technology, provide irrigation and extension

51/ The policy of the Great Leap Forward from 1958 to 1960 of a one-sided emphasis

on rapid development of heavy industry concentrating in particular in doubling steel
output in 1958 meant that everything else had to give way. Consequently, agricultural

production in 1959 fell by a quarter from its 1958 level.

52/ See "China's Search for Economic Growth: Papers presented at a conference on

"Alternative Strategies for Economic Development" held at Wingspread, Racine,

Wisconsin, USA, November 1980 in China Studies Series, by Xudixin and others, New

World Press, 1982.

52/ Even the industrial revolution in the western hemisphere came under the spur of the

green revolution in particular textile milling.
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services as well as rural education, training and health. A policy which includes these

elements would no doubt upgrade the quality of life of the rural population by developing

villages.

The underdevelopment of the agricultural sector is no doubt behind the starvation and

malnutrition. It is imperative therefore that concerted efforts, both at the national and

regional levels, should be geared towards development of agricultural research and extension

services through the creation of network of agronomic research stations and extension for the

design and diffusion of appropriate technologies and establishment of assistance programmes

for small farmers including farmers learning programmes, especially to women food

producers. Indeed for Africa to attain an acceptable level of food self-sufficiency, a

minimum target growth of 5 per cent per year must be achieved during the next 15 to 25

years. Given the present rate of food production, food needs in Africa will triple while per

capita arable land is expected to decline to less than half of its current level.54/

Agriculture in support offood

The most critical area with which Africa has to start its structural reform in

agriculture is that of food since the problem of food is likely to remain for a long time a

prime concern. Africa's long-term development perspective indicates that by the year 2000

food production would have to double in order to meet the goal of attaining food

self-sufficiency. But can this goal be attained given the fact that some of the factors which

adversely affect agricultural production are often beyond the control and capacity of
individual countries. Clearly the only solution to Africa's food problem is collective actions

at all levels. To this end, concerted and renewed efforts and measures have to be taken at

the subregional and regional levels to effectively develop food strategies which would take

into account the region's ultimate need for self-sufficiency in cereals and other food crops.

The strategies should take into account the subregional potentialities, endowment,

geographical and climatic factors so that specialization in food production and exchange can

be effectively established. The subregional food strategies should also coordinate the national

food self-sufficiency plans and food security programmes.

Cooperation in this field should extend to areas such as the development of research

on the possibilities of intensification of quick-maturing as well as drought resistant crop

varieties, and integration of water resource master plans within the subregions. Only through

thesepolicies can surplus areas cater for the needs of deficit areas for a variety of products

on a mutual cooperative arrangements that would collectively free the region from the threat

of hunger and famine.

Agriculture in support ofdevelopment

While food self-sufficiency and establishment of food security zones are the prime

objectives of the agriculture development package, nonetheless, the package should take into

ECA: Food and Agricultural Production, Food Security and Food self-sufficiency in

Africa - E/ECA/CM.21/10, 30 March 1995.



208

account the balance between demand for cash and food crops and at the same time preserve

the eco-system within an agro-animal-forestry balance.

The second priority for agriculture is to provide the necessary sectoral development

support. Agriculture as the spearhead of the process of economic development, (in addition

to food security reserves) should emphasize the development of large-scale cash crop

plantations in order to develop sufficient surpluses to feed the agro-based industries and at

the same time to cater for the capital development needs of other supporting sectors. The

package should include measures which take account of the benefits of economies of scale

through intensive use of modern inputs. This diversification policy should be within a

subregional and regional context with well defined specialization schemes based on the

comparative advantage of location, international price signals and regional industrial plans.

Creating a dynamic industrial base

A self-sustaining development would require, in the first place, the systematic

upgrading and processing of the natural resource base. The priority area where

industrialization will normally use resources is through the promotion of small-scale

agro-processing industries in the rural sector. Many third world countries have developed on

the basis of the above model, through family business and small-scale cottage industries. This

rural-based industrialization would eventually create its own externalities in terms of

continuously growing requirements of basic industrial and capital inputs. This is a continuous

process and it is generally and speeded up by many factors, such as the acquisition of

technical know-how, infrastructure development and market size resulting from demand for

manufactured goods as income rises.

Industrialization can ideally be undertaken in the context of horizontal and vertical

production processes with strong linkages and maximum utilization of economies of scale

offered by large markets. During the 1970s Africa realized that because of the small size of

its «rt"*>fli markets and the underemployment of its human and material resources, the

creation of large markets became the primary objective. The aim was to establish viable

production capacities in industry and the primary sector,increase the capability of absorption

and adoption of technology, and promote the exploitation of complementarities.

Indeed, the achievement of the long term objectives, in particular the meeting of an

overall industrial production of at least 2 per cent that of the world by the year 2000, can

only be attained through integrated production at the subregional and regional levels. To that

end, joint exploration and evaluation of natural resources and assessment of inventories

showing the volume and disposition of raw materials, minerals and energy resources, would

lead to profitable industrial cooperation and integration of projects. The advantages offered

by such industrial integration is immense as it boots industrial production by opening upnew

markets, development of raw materials on a complementary basis, product specialization and

product sharing system, and strengthening of commodity exchange markets and information

relating to methods of production, and transfer of technology.

In the long-run Africa has to build its capabilities in the production of basic

intermediate and capital goods industries. While the former will answer the much needed

industrial support in terms of satisfying the regions' basic needs of critical industrial inputs
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such as chemicals, iron and steel and building materials, etc, the latter will develop the
required technical change which will affect the cost structure of industries and increase the

degree of their competitiveness. Industrial cooperation through promotion of multi-national

projects with diversified resource base to promote vertical and horizontal integration

processes is the only approach for achieving this. Such cooperation should be based on

complementarity of resources as is possible between the Southern Africa Central African

subregions. Coordination of plans should extend beyond the confines of adjacent

neighbouring countries such as the collaboration efforts of such subregion in West and North

Africa in developing and satisfying the region's fertilizers requirements from their
tremendous reserves of phosphates or the combined efforts of oil producing countries in

undertaking joint projects for developing petro-chemical industrial complex.

It is only through such sectoral development programmes within an integrated

agro-industry approach that Africa can lessen its dependence on external markets and attain

a mastery of its own development. The successful implementation of the Industrial

Development Decade for Africa and the Transport and Communication Decade for Africa

would no doubt enhance the achievement of such an integrated development.

The human factor as a dynamicforce in development

One of the basic elements of the long-term development strategy is the crucial role

assigned to human resources and other forms of indigenous capital in spearheading the

process of socio-economic transformation. The internalization of the factors of production

is the backbone of such a strategy. Developing the capability of local entrepreneurs on a

multi-faceted sectoral basis is of crucial importance for a widespread growth and better

distribution of economic wellbeing. Moreover, this would eventually require the initiation

of fundamental changes in the education systems at all levels in order to ensure that the

skills, knowledge and attitudes are relevant to Africa's development needs. According to the

EGA, building critical capacities, requires that all children and youths must have primary and
post primary education, that at least 60 per cent of the population must go through secondary

education and a further 10 per cent through both secondary and higher education.^/ Hie

institutional support to maximize the utilization of human resources also requires the

promotion of a radical change in the education system in favour of increased technical

orientation through vocational and technical training to fill the glaring skill gap in the
productive sectors. Of particular importance, is the designing of programmes of training

which lead to attendant improvements in productivity in agricultural and rural industries in

an effort to arrest the adverse effects of the push factors which have recently been

accentuated by the drought.

This should be supported by policies to check the rapid population growth as well as

measures to address the disproportionate concentration of the urban population and the

uneven spatial distribution of the rural population in order to bring about a correct balance

between resources and population.This has to be supported by policies which would close the

human resource gap that has grown up from past development such as rural productivity

ECA framework agenda for building and utilizing critical capacities in Africa,

E/ECA/CM.21/5, 30 March 1995.
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versus industrial productivity, rural-urban terms of trade, and resource allocation versus

demand for social services. 56/ Moreover, investing in people makes possible a more

effecicnt use of other resources, especially physical capital and natural resources. In support

of this point the UNDP Human Development report points out that "human development

contributes directly to the well-being of people, ensures a more equitable distribution of the

benefits of growth, maximizes the linkages between various types of investment in human

beings, calls for effective participation of people in the process of development, and permits

a more efficient exploitation of physical capital and other resources".52/

It must be emphasized that during a period of rapid changes in technology and

markets, Africa's human capital will have to play a pivotal role in the efforts to change the
region's structure of production. Needless to say that the progress of Japan and other newly

industrialized countries of Asia, with a limited raw material resource base, has been
remarkably achieved through significant break through in increasing the dexterity of the

human force with a strong technical support. In the long-run, there is nothing to constrain

Africa from going through a similar process.

At this juncture it is clear that the quickest way of achieving the proper integration

of Africa's human resources in its production process is through cooperation and collective

self-reliance in manpower development and utilization. This is important since substantial

gains will be achieved from the free movement of labour which will ensure a better

distribution of productive employment opportunities, and reduction of dependence on foreign

expertise and skills. This, of course, would require coordination of employment policies and
manpower planning systems, the re-alignment of the educational system to suit development

needs, and increased reliance on common use of available opportunities in training and skills

development. Such policies would, no doubt, ensure the systematic development of the

region's real productive forces essential for maximization of output and social welfare. The

Khartoum Declaration has rightly stated that "since the human being is the centre of all

development, the human condition is the only final measure of development. Improving that

condition is essential for the poor and vulnerable human beings who comprise the majority

of our peoples in Africa. Africa's men and women are the main factors and the ends for
whom and by whom any programme and implementation of development must be

justified" .58/

The infra-structural support

The provision of adequate infrastructures is one of the most important prerequisites

for achieving sustainable development. The development of agro-industry development

should by necessity be supported and sustained by the development of the infrastructure.

5# See the Khartoum Declaration, International Conference on the Human Dimension of

Africa's Economic Recovery and Development, Khartoum 5-8 March 1988.

52/ Human Development in Africa 1995 Report, March 1995, page 9.

58/ The Khartoum Declaration, International Conference on the Human Dimension of

Africa's Economic Recovery and Development, Khartoum 5-8 March 1988, p. 17.
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While agriculture and industry are considered as the propelling growth factor with human

capital as a basic developing factor, no doubt infrastructural services are by large a

supporting factor, science and technology a sustaining factor and foreign trade an enabling

factor, and environment a stabilizing factor in the overall process of structural

transformation.

Developing technological base

Another important aspect of a sustainable development strategy is the upgrading and

development of the technological base for the long-term development of the African region.

This is an area where much effort is needed to integrate science and technology in the
mainstream of macro-economic policies particularly in food and food-processing sectors. In

the long-term change is inevitable and Africa must build its technological capacity and

capability so as to be able to initiate structural changes in productivity, cost structure,

development of new products and improvement of existing ones. This changes will be

necessary and will have to be carried out.

The policy package should include measures to bridge the technology gap in

agriculture particularly in the development of integrated research. This will be an effective

mechanism which will enable African countries to control the hazards of nature, the

development of irrigation systems, and the introduction of changes in the eco-system so as

to ensure a better agro-animal-forestry balance.

The required technical progress to sustain the envisaged sectoral targets of the

normative future can only be adequately attained at the subregional and regional levels. Thus

pooling of resources for the creation of subregional and regional research centres (R & D)

for science and technology and for the development and application of appropriate

technologies in all sectors of agro-industry, energy and service industries. For the realization

of such measures, it is important, therefore, that African countries should devote at least 2-3

per cent of their GDP for the development of R & D.52/

Restructuring the African external sector

The rigid structure of African foreign trade has a serious adverse impact on the

realization of economic and social transformation in the long-run. Efforts should be made to

reverse the unsustainable position of Africa's external transactions. Such efforts should focus

on improving the structure of foreign trade and align it with the natural resource base where

Africa has a potential advantage. This would require enhancement of export programmes to

increase and diversify the region's exports, reversal of the present trend and region's position
in international markets, through vigorous programmes of increased processing ofagricultural
and natural resources, and the establishment of structures that lessen the undue dependence

on export outside the region.

52/ For EU it is presently 2.7 per cent.
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Import programmes have to be directed to the restructuring of the import substitution

programmes with a view to increasing the possibilities of self-sufficiency in major import

items such as food, energy and basic industrial products. Such policies should take into

account the changes necessary at the subregional and regional levels especially with regard

to complementarities and specialization, removal of barriers to expand intra-African trade,

and change in consumption habits in favour of African products, in an effort to reverse the

dependency syndrome.

Development of intra-African trade

It has to be clearly emphasized that no progress can be achieved if the region is not

properly integrated with solid economic cooperation arrangements in the field of production.

Thus the development of intra-AMcan trade can be singled out as the most crucial element

for the achievement of the long-term development objective of establishing of the African

Common Market. Intra-African trade is still somewhat erratic in character as regards its level

and the specific products marketed.£Q/ The participation of the different countries is

highly unequal and trade is largely concentrated in few countries. It is also ill-balanced in

quantitative terms as only a few countries show a surplus on their trade balance. It is

imperative, therefore, that the development strategy should place particular emphasis on the

future development of intra-African trade through the dynamization of trade with the object

of raising it to levels that arc really significant for all countries, developing the

complementarity and diversification of the products traded through the incorporation of

non-traditional products, and better-balanced trade in quantitative terms. It is, therefore,

imperative that intra-African trade should expand both in scope and quantity to cover at least

25 per cent of the goods and services to be traded within the region.

Developing integrated transport and communication network

The development of an integrated system of transport and communication network is

a crucial factor for the rapid integration of the continent. The inadequacy in the present

transport services has considerably limited the development of agriculture, industry and trade

and affected the ability of the African countries to effectively and jointly make use of their

potential resources. The regional long-term strategy stipulated increased harmonization and

coordination of projects to link the vast regions of the continent by the development of road

network, trans-African highways, integrated railway networks and inland and sea transport

in the realm of the proper integration of the African region. The successful implementation

of the Second Transport and Communication Decade in Africa is the sine qua non for the

realization of such an endeavour.

Syintra-Atrican trade presently stands at 4-5 per cent of the total volume of African

trade.
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HARNESSING INFORMATION FOR DEVELOPMENT

Africa started late in planning the architecture of its information highway, but could still

profit from the experience of others, and leapfrog some kinds of problems. Building Africa's

Information Society is central to the strategic vision of the Economic Commission for Africa, and

the basis for ECA's own programme of work "Harnessing Information for Development'1. The

African Information Society Initiative is to serve as the framework for the priority area of

informatics under the United Nations System-wide Special Initiative on Africa. ECA is a lead

agency for the informatics part of the UN Special Initiative, the implementation of which involves

several key United Nations agencies.

The starting point of the action framework is the formulation and development of national

information and communication infrastructure plans in every African country, based on national

needs and priorities, initially on a five-year basis. The Initiative boldly speaks about the free flow

of information. Informatics offers solutions to the extension of health and agricultural services,

early warning systems for disasters, trade and tourism promotion and other benefits. Simple

connectivity could bring enormous educational advantages through participation in virtual

universities, and value-added information services that provide jobs and economic growth.

Software services from Africa could attract business to the continent, such as is now the case in

Asia and Latin America.

Implementation would begin with infrastructure development, where the International

Telecommunications Union would take the lead. It will be necessary to upgrade networks at the

national level, to improve regional inter-connectivity and provide gateways to international

telecommunications networks. It is here that technological advances offer Africa more coat-

effective and appropriate technologies to leapfrog over several generations of intermediate

technologies still in use in the industrial world.

Achieving the objectives of the Initiative will require support from many sources. In addition to

ECA partners already working in the informatics area for the United Nations Special Inmative for

Africa, to implement the AISI, there is need for an international partnership: from the G-7 and

other donor countries and from the private sector. It sees important rotes for the NGOs and the

media. Attracting the African diaspora back to the continent would provide a pool of needed talent.

Access to the Information Society and its benefits are equitable-across regions and gender,

between cities and rural areas. The implementation approach is based on the "United Nations

System-wide Special Initiative on Africa", and the importance of having the African countries

become full acton in the global information revolution to avoid a growing gap between havet and

have-nots. The information revolution empowers and information trees people at all levels of

society, Tfw11— of their gender, their level of education or status, to make rational decisions and

to improve the quality of their lives. The technology includes voice-recognition software, machine

translation, solar-powered units, wireless communication - accessible to the rural areas, and to the

poor through community telecentres, for example.

The question of who owns the information on the information highway must also be addressed.

In most places in Africa that information is neither organized nor accessible. Much of this

information is useful in planning and decision-making both by the public and private sectors. ECA

is aa active producer of information about Africa's economic and social situation fi!»Nfr4rit *

network of information to link with governmental and research establishments in Africa, aaatstiag

governments and subregional and regional development institutions, in organizing their development

information, and working within African to build capacities to **'f*ffiinfltr African information

electronically. Africa must hold its own both as an information supplier and information consumer

in the global information infrastructures.
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ECA took the lead to prepare the Africa information Society Initiative (AISI). AISI calls for the
formulation and development of a National Information and Communication Infrastructure (NICI) plan in
every African country. The emphasis is on the need to support decision-making at all levels, and to
provide an information and communication infrastructure for government, business and society.
Initiative proposes cooperation, linkages and partnerships between African countries, exchange of
accumulated implementation experience, and stimulation of regional development in information and

communication. The Initiative calls for support and partnership with the friends of Africa including
bilaterals, multilateral development agencies, regional economic organizations and the private sector.

The imptomentation approach of the African Information Society Initiative is based on natonal
priorities, and regional cooperation, based on among other things the main areas of h*^0*™6
supporting and funding agencies. The action plan adopts a phased approach, matches the needs of the

countries and available resources of the supporting agencies, and focuses on the
Of the activities and projects implemented within the framework of the African

Information Society.

The Copenhagen Declaration adopted by the World Summit for Social Development in Copenhagen,
March 1995, has explicitly recognized the link between access to information technologies and problem,
of poverty and social development. Likewise, the Buenos Aires Declaration on Global
Telecommunication Development for the 21st Century at the First World Telecommunication

Developmes* Conference held in Buenos Aires, March 1994, laid out that telecommunications is an

essential componeat of political, economic, social and cultural development recogaiziiig mat new
technological developments in tdeoommunkation and information technologies have the potential to
close the development gaps between developing and developed countries, and in individual countries
between densely and sparsely populated areas. The development of telecommunications may be fostomrt
by liberalization, private investment and competition in appropriate circumstances. Governments need to
establish appropriate telecommunication policies and regulatory stnictures-'ITie Buenos Aires Action flan
is a landmark establishing a programme of cooperation among the members of the Telecommunication
Development Sector, a programme of assistance to developing countries, and a special programme to

enable the least developed countries to reach a threshold of sustainable telecommunication development.

A mmmi "*' ctmmiiiHg the environment

Drought and desertification with their attendant disastrous effects on food and
agricultural production have recently been among the determining factors in deepening the
African economic and social crisis. Indeed, their nefarious effects extend beyond the
confine* of individual countries. Subregional cooperation in this area is of vital importance
as it -would coordinate drought and desertification control plans of individual countries into
subregional master plans of drought control. Such plans should include the development of
a common strategy with specific elements of collaboration to the drought problem such as
regional networks to coordinate the activities of stabilization of sand dunes, common projects
dealing with afforestation, resource conservation, diversification of vegetation cover, and
establishment of green belts, creation of research centres in methods and techniques to
combat desertification and drought control, and the promotion of exchange of information
to create the required degree of preparedness. Such cooperation is vital for controlling and
mastering the hazards of nature and improving the environmental situation of the region for
increased production of goods and services essential for the maximization of the welfare of
the African people.
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SECTION HI: INTEGRATION: AN AFRICAN PERSPECTIVE

The perception of an African future, stipulates that the dynamics of African
development should be based on the region's own resource potential. To that end, no
genuine development can be attained in Africa if the region is not properly integrated with
solid economic cooperation arrangements in all spheres of production and distribution.
Indeed, goals such as food security, self-sufficiency and self-reliance can only be significantly

achieved within a subregional and regional context.

To ensure the economic, social and cultural integration of the continent, immediate
steps and measures should be taken to strengthen sectoral cooperation in the field of
agriculture, food, industry, energy, trade, transport and communications through
harmonization of strategies and policies and economic plans and promotion of joint
projects.^!/ No doubt increased intra-African trade would boost production within the

region. This after all is the basic ingredient of the Common Market.

(a) Thi> economic* of integration: the case of Africa

It is generally recognized that trade expansion is the most influential factor that
promotes growth. Consequently, many countries of the world strive to form trading blocks
in the face of growing international trade traps. The emergence of Europe as an integrated
economic entity is another motivating force that would further induce many developed and
developing countries to enter into regionalized bloc economies.62/

The new thinking in the world today is being propelled by these developments. The
ASEAN countries have recently agreed to reduce tariff further. And eight Latin American

countries including Brazil and Mexico have reaffirmed their intention to form a Latin
American Common Market. Similarly, modalities for establishing Central American

Common Market are also being reviewed. Economic cooperation between the Pacific basin

countries including Australia, Japan, Mexico, New Zealand and United States is being
pursued.ffl/ With the ongoing world developments, the need for Africa to integrate is now
mote urgent than ever. The African countries, the most seriously affected of all, can no

longer afford to play it alone in a world striving to come closer.

A new rethinking on this issue must develop in Africa. The most important subject
of this rethinking is the immediate harmonization of policies for trade creation within the
region and a declaration that the 1990s be a Free Trade Decade for Africa where trade

61/Such as the initiative of ECOWAS of a joint plan of action on, inter alia, subregional
food security, drought and desertification control and water resources development and

management.

$2J By 1999 Europe will be completely integrated in a monetary union through the
establishment of the Community Central Bank for the unification of the currency.
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barriers (tariff and non-tariff) will be completely eliminated in a Common Market

framework.

Africa, like other regions has its failures mainly because of extra-regional constraints.

But, given the recent growing wave of protectionism, Africa is now compelled to move faster
to form regionally integrated economies to the full extent of the African Common Market

and the creation of the Great African Economic Community. Africa has realized this need
long before 1980 when it formalized its desire to move collectively and establish its own
independent policy stance within the world economy in what came to be known as the Final
Act of Lagos. The model for Africa is rather special and the need different from the

orthodox approach of maximization of gains on pure economic grounds. In Africa it is seen
as an indispensable and necessary instrument for achieving lasting structural change. In this
context, the African model of integration will combine both bloc trade and global production.

The advantage offered by a fully integrated market are immense. Africa, free from

external dependence, will develop much faster by its own resource base to the full
satisfaction of its domestic development requirements from intra-regional flow of goods,

labour and capital. On the other hand, the creation of a large and well structured and
articulated market provides profitable opportunities for liberalization of international trade

than the case of restricted and fragmented markets of small countries. Above all, it provides
the necessary political and economic stability that removes the constraints that inhibits the
flow of international capital and ensures sufficient flows on a sustained and tolerable levels.

Given the task ahead in the creation of the African Common Market, it is imperative

that the modules governing the flow of international capital be addressed with emphasis on
Africa's new orientation. The experience so far is rather hard and painstaking. At present,

the three components of international capital, bilateral, multi-lateral and direct foreign
investment arc not supportive of the development efforts. The level, terms and performance

of bilateral and multilateral finance was disappointing in many respects. Direct foreign
investment, which constituted a dynamic growth factor of immense benefit to many

developing countries in the world, was sluggish and not sufficiently development-oriented.
While the share of Africa in total direct foreign investment to all countries presently stands
at less than 3 per cent, for Asia it was 17 per cent in 1992 (9 per cent in 1986-90), for Latin

America it was 13 per cent of the total in 1992, and 32 per cent for all developing countries.

Such modalities of finance have created an atmosphere of uncertainties on the future

development of the continent. Its persistent nature is in fact the very factor that has led to

rethinking which now calls for increased cooperation in the region in the face of growing

world uncertainties. With increased cooperation, Africa would no longer remain an
aid-dependent continent This would imply a search for new modalities of acquiring
development finance that would not constrain Africa's move towards its long-run endeavour.

This is an area where Africa, representing more than a third of all developing
countries and only getting 10 per cent, can really do more progress than hitherto. Developing

countries at different stages managed to attract substantial amounts of foreign investment

The progress made in the penetration of international markets of the newly industrialised
countries of East Asia, South Korea, Taiwan, Hong Kong and Singapore was a remarkable
result of the Japanese success model in seeking overseas production bases for re-exports. The
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high concentration of direct foreign investment in Asia and Latin America (80 per cent of
world total) can be gradually adjusted to include Africa, if Africa progressively achieved a
well articulated production structure and an integrated infrastructural network. &/ Africa
is not resource poor in terms of human and natural resources be it arable lands, minerals,
metals, water resources, etc. The resource base is diversified and on a
comptementary-development-oriented basis can turn the region into a vast growing industrial

complex. &/ The labour market in Africa is traditionally mobile and
homogeneous.^/ Similarly, the wage structure is not complicated and sticky but rather
harmoniously determined by supply and demand conditions. The African technological base,
if well developed and collectively coordinated, is capable of building the required skill

capabilities at all levels.

As direct foreign investment operates from a multi-world production bases and the
choice is necessarily motivated by profits, Africa has to attract it competitively. It is not only
the granting of concessions which will attract foreign capital but the stage of economic
development, of a country or a region. The building of the necessary absorptive capacities
through a developed system of infrastructure are the factors which count in the choice of
where investments go. An integrated African market has indeed a better chance for

competing on sound footings with markets of other regions. £Z/
Conversely, the attitudes of foreign investment confronted with such new structures

of African markets would drastically change.The national priorities of countries vis-a-vis
foreign investment interests will be safeguarded in a context governed by the protocols of the
Common market. Indeed with the support of direct foreign investment, the newly

£4/ In actual terms direct foreign investment in Africa dwindled over the years and stood
at $1.6 billion in 1986 compared to a total flow of $11 billion or just over 10 per cent of

the total to all developing regions.

65/ The concept of complementarity is not always a necessary condition for cooperation.
The experience of South East Asia demonstrated the case that countries no longer simply
trade what they have for what they have not, but exchange products that arc essentially

similar but produced to cater to consumers in different income brackets or tastes.

f&f Mobility of factors of production in Africa is not prohibiting as in other regions with

cultural and racial diversities. In Africa it is rather homogeneous where family
relationships overlap and migration of capital articulated within subregional financial

institutions and foreign exchange policies such as common currency in the Franc zone and

clearing houses.

62/ As former president Kaunda pointed oufat the present time our trading links tend to

be less with our African brothers than with developed nations of the world. As long as
this pattern continues, the great advantages enjoyed by the developed countries, due to

their industrial maturity, will inhibit the drive for maturity in Africa. The simple fact is
that we stand or fall together in our struggle for development and, if we wish to develop,
we must use the whole East African market; we must change the existing trade pattern;

we must build new communication links - an opening statement at the Subregional

meeting on economic cooperation in 1965.
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industrialized countries managed to penetrate international markets with an aggressive export

drive strategy.^/ The example is not difficult for Africa to follow and indeed should
constitute the core policy, inter alia , for growth enhancement. The African model of
economic integration should first address itself, as has been the example of Latin American
countries &l to inward import-substitution-oriented development. This is necessary for
first building the required internal mechanism before moving into an outward orientation as

those of South East Asia.

In this context, the import-substitution programmes has to be taken with an eye for
export. The point at which to move from the import-substitution phase may be harder if the
required international competitive stance is not first developed. The acquisition of the
appropriate technology and a high level of supporting capital is crucial for driving it to
maturity. In this context, it cannot be denied that with large markets the chances offered by
economies of scale make production for the home market more attractive.

Import-substitution in a concerted subregional approach will produce growth by
producing more savings and increases in employment. Such approach based on an

agro-industry - and employment - oriented strategy does differ importantly from an
export-driven strategy in that the bulk of the market for production will arise from increased
domestic incomes. Indeed the domestic demand that grows out of a large market can go far
to sustain expanding domestic production. Once the inward development strategy ofprotected
markets reach a certain degree of maturity, the outward external orientation will eventually
constitute the strategy for long-term sustained development. 7Q/ Moreover, with the

68/ South Korea reached a position whereby it was comfortably able to invest abroad at a
massive scale by shifting some of its industrial base to Indonesia, Malaysia and
Philippines. Such policies was backed by strong government support and not merely an

outcome of the free open market liberalization strategies. The supportive environment to

exporters were aggressively pursued by Japan.

fQI Based on Prebisch model

7Q/ The thrust of the policy has to focus on agro-industrial expansion as an engine of
growth. The outward modalities of the 1960s and early 1970s of export-led growth
depending on an expanding agricultural sector to meet foreign demand requirements has
to be drastically changed to encompass a development that balance the relationships of
both. The situation was evident as during that time industry was not sufficiently

developed due to lack of transformation capital and skills to absorb the surplus for
processing. The tip of the balance was gradually reversed to favour some degree of
industrial processing in an inward-oriented policy when foreign markets became

increasingly unresponsive due to the advance development of the technology of synthetics
and substitutes and the overwhelming recessionary tendencies. The 1980s tendencies to
develop rapidly through industrialization was equally confronted by lack of foreign
exchange, inappropriate acquisition of technology and partly to policy misperceptkm as to
the role of agriculture. Only then it became evident that the proper integration of the two
sectors should be brought into the main stream of macro-economic policies. Countries
such as India and China has successfully engineered such a strategy that enabled them to
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recently growing tendencies of replacing trade by the transfer of capital and production bases

to produce the goods where it is originally intended to be sold, the African enterprise, being
restructured in an integrated market provides a better opportunity to build on the same

modalities.21/ To that end, the participation of direct foreign investment with domestic
capital would contribute positively to the transformation process.72/

(b) Translating strategy into action

Economic integration is not difficult to achieve in Africa given the huge potential that

exists at the subrcgional level and a strong and committed will as demonstrated in its highest
form when the Heads of State and Government of OAU adopted the FAL and the Ataija
Treaty for its accelerated implementation. HI Since long, there is an inreasingly growing
awareness that no genuine development can be attained unless the region is properly
integrated with solid cooperative arrangements. Principally, the concept is not new, neither
the means scarce nor the will lacking. Apart from the unsuccessful colonial pattern of
cooperation and political integration and besides other forms of market proliferations for pure
trade expansion through cooperation on the use of a common resource such as lake and river
basin Commissions, economic cooperation in the African region gained momentum as early

as 1967 when the East African Community was first established. Since then the spur started
to cover co-operation in new areas and venues other than trade.

Beside customs union among large groupings and trade preferential areas, other forms

of cooperation developed into solid subrcgional cooperation arrangements beyond the mere
liberalization of trade to cover other areas namely, factor mobility to facilitate cooperation
in production, science and technology and infrastructure, etc. The case in point is the
formulation of subregional economic communities, institutional building for subregioMi and
regional sectoral plans and development decades. Therefore, the African model is a mix of
a market approach and a production and infrastructural development approach. While the
former is operational in Africa in the form of customs union for liberalization of trade such
as EMCCA and COMESAthe latter is also operational in the form of economic communitiei

and development institutions that extend beyond mere trading to development issues.

The argument in support of such beneficial integration of markets in Africa is the

presence of a viable resource potential with the required degree of complementarity. While
the resource distribution, content, type of production systems and consumption patterns vary

develop self-sufficiency models.

21/ To that end, the participation of direct foreign investment with domestic capital

would contribute positively to the transformation process.

72/ International capital would no doubt support the domestic capital which would be
intensively developed through arrangements such as regional and subrcgional development

banks, clearing houses, and the regulatory mechanism of the African Monetary Fund.

73/ The ongoing cooperative arrangements are the living example. It is estimated that

over 200 organizations dealing with cooperation are operational in Africa.
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considerably among countries and subregions, the potential is rather disperse than
scarce.ZS/ For instance West Africa which is the most populous subregion with one third
of the African population has an abundant and varied resource base. In the Savannah zone

crops such as groundnuts, cotton, millet and sorghum, and in forestry zone coffee and cocoa

are abundantly produced with high possibilities of attaining self-sufficiency. On the other
hand, the means for establishing core and basic industries to cater for the region's

development needs are numerous. Tlie region is endowed with a diversified base of mineral
resources including oil (Nigeria), phosphate (Senegal, Togo), iron (Liberia, Guinea
Mauritania, Nigeria), uranium (Burkina Faso, Mali, the Niger), bauxite (Guinea). This would
no doubt provide solid basis for cooperation in trade when it is particularly noted that at least

one third of the countries of the subregion use the same currency.75/

Eastern and Southern Africa subregion, with the smallest population density possesses

immense metal and mineral resources such as bauxite deposits, iron-ore, copper, cobalt, coal,
natural gas, gypsum, and limestone with a large hydro-electric potential which combination
would constitute a strong base for a sustained industrial take-off. Similarly, Central Africa
is endowed with considerable resources in timber and a high potential of hydro-electric power

and mineral resources in particular oil. North Africa is also endowed with large amount of
agricultural land for cereals (in particular wheat), cotton and sugar production, and mineral
resources such as oil and phosphates and a relatively developed industrial sector, in addition
to a large sea-board for facilitation of coastal trade in particular its approximity to European

markets.

If the utilization of such vast resources were to be collectively coordinated, there is

a lot of potential for an integrated development of agriculture and industry, and subsequently
trade. Indeed, the African region with its large market size offer the opportunities for
external economies. For example, Central Africa can export hydro-power to adjacent
neighbouring countries of West Africa. Relatively rich oil-exporting countries can develop

schemes of petro-chemical industries to the full satisfaction of the region's needs in chemical
products. Similarly,Eastem and Southern Africa subregion with its high grade metal and

mineral deposits and abundant raw materials can supply the African region with industrial
and agro-based industrial products. North Africa subregion can meet part of the needs of the
region in hard grains, industrial products and oil requirements. Such ventures would require
a developed system of exchange in terms of financial arrangements and other forms of
cooperation into areas beyond the mere trading of goods to cover science and technology

etc., as well as a highly integrated network of transport services to facilitate the movement

of goods and people.

74/ Some areas are endowed with oil reserves, some metal and mineral deposits, others

with a diversified agricultural base, and some possess tremendous energy potential of

hydro-power and other energy forms.

75/ Economic development achievements of the CILSS countries and prospects -

1973-1983, CILSS Institute of the Sahel, UN-ECA, studies and works USED, No.

2,1985.
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Such potential if properly utilized and consolidated will no doubt lead to beneficial
gains in liberalization of trade and factor mobility within the region that will in turn lead to
the realization of the long-term development objectives of the economic integration of the

African region.

In such highly inter-dependent world, it is becoming more and more apparent that no
viable and effective African break-through can be achieved unless there is a genuine change
towards a new re-orientation in international economic relations. The international community

has to be supportive of Africa's development efforts. What is urgently required is to change

the modalities of assistance by making it more conducive to development.^/

SECTION IV. COLLECTIVE ACTIONS TOWARDS THE WILLED FUTURE:

THE INSTITUTIONAL MECHANISM FOR THE CONSOLIDATION OF THE
INTEGRATION PROCESS

The link process to transform the strategy into actions involves setting up of
subregional and regional structures and institutions to promote cooperation as an immediate
process for the full realization of the proper socio-cultural economic integration of the

African continent in the long-run through:

(a) Promotion of sectoral integration particularly in the fields of agriculture, food,

transport and communications, industry and energy and undertaking of joint

ventures that encourage projects with a strong potential for cooperation;

(b) Hannonization of national socio-economic development plans at the
subregional levels through coordination of development strategies and fiscal,

monetary, and financial policies;

(c) The linking of subregional sectoral strategies, programmes and projects at the
regional level that will lead to the establishment of the common market and

eventually the African Economic Community.

What is urgently required in this regard is the consistency of the proper restructuring

and adjustment of national economies in line with the objectives of subregional priorities.
This calls in the first place for the hannonization of sectoral policies, and secondly the
coordination of investment strategies in national development plans at the subregional and
regional levels. This coordinated strategy encompassing economic, political, and social
aspects calls for the design and implementation of subregional master plans for development.
Such coordination if properly consolidated will no doubt lead to beneficial gains in

76/ The Abuja Statement, the International Conference on Africa: The challenge of
Economic Recovery and Accelerated Development, Abuja, Nigeria, 15-19 June, 1987,

ECA/CERAD/87/75.
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liberalization of trade and factor mobility within the region that will in turn lead to the
realization of the long-term development objectives of the economic integration of the African

region.

It should be recognized that the ultimate responsibility for attaining an African future

rests primarly with African governments, organizations and institutions. Committed to the
Final Act of Lagos and the Abuja Treaty, African governments and institutions must strive
to translate to the letter the provisions set for the establishment of the African Economic
Community into concrete and well defined actions. The ongoing process towards the

realization of that endeavour should by all means be continued, strengthened and sustained.

At the national ]evei

At the national level the areas that are in Jieed of urgent attention relate to:

(a) Harmonization of sectoral policies, development and investment plans in

favour of increased cooperation with neighbouring countries through

promotion of joint projects in the economic fields and harmonization of

financial and monetary policies;

(b) Design of natural resources development plans in joint exploration, evaluation

and assesment of inventories showing the volume and disposition of raw

materials, minerals and energy resources;

(c) Relaxing market restrictions through measures leading to increasing factors

and goods mobility, commodity exchange markets, product specialization and

product sharing system, and information relating to methods of production and

transfer of technology;

(d) Developing concerted efforts towards the realization of the objective of linking

the countries of the continent by a developed transport and physical inrrastures

for the facilitation of trade and services.

(e) Creating the enabling environment for common development through reducing
national tensions and conflict and demonstration at all levels of good

governance and democratization of the development process.

At the snhrepioqal

At the subregional level, the areas that are in need of urgent attention relate to:

(a) Design and implementation of subregional master plans for development in a

coordinated strategy encompassing economic, political and social aspects;

(b) Strengthening the structures of subregional economic groupings and creation

of economic communities where they do not exist;
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(c) Establishing the mechanism for the gradual removal of tariff and non-tariff
barriers leading to a free trade area, revitalizing existing and formation of

Preferential Trade Areas, custom unions, and subregional common

marketsZZ/;

(d) Institutions building for design of subregional institutions in the field of

manufactures and standardization, training, mapping, mineral rsources,

techology, money and finance, production and trade,etc.

At the regional level

At the regional level, the African institutions in particular the Organization of African

Unity, the Economic Commission for Africa, and the African Development Bank have to
continue to strengthen their efforts in building the institutional mechanisms for the

consolidation of the integration process through:

(a) Creating effective regional technical cooperation institutions and economic
cooperation organizations such as Economic Communities, Multinational

Programming and Operational Centers, Preferential Trade Areas, Centres of

excellence in training, standardization, technology, planning, etc.

(b) Translating the development objectives of the regionally agreed development

strategies into actions by putting the guidelines for its accelerated

implementation in a collective developmental manner;

(c) Translating the treaties and protocals governing the creation of subregional
economic groupings necessary for the establishment of the African Economic

Community;

(d) Strengthening its role as a think tank for common development by clearly

formulating the perception of Africa's future path of socio-economic

development;

(e) Expanding its role for common discussions and negotiation;

(f) Serving as a plateform for crystalizing common positions on international

issues of common interest to Africa;

72/ Aritides 29, 30, 31, 32, and 33 of the Treaty Establishing the African Economic

Community, Abuja, Nigera, 3 June 1991.
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Box 24

ECA Strategic Directions

With a view to realizing the dream of an Africa by the year 2025, where absolute poverty has been

eliminated, where basic needs like clean water, food, shelter, basic education and health services would |
have been met for all people; where advances in secondary and higher education provide the basis for an j
increasingly productive labour force, and which would enable that future Africa to compete effectively and I
strongly in the global economy on the path of sustainable growth and development. ECA has adopted a set j

of new strategic directions.

The major rote of ECA is to be a Policy integrator, a place where people will come for policy ideas, i

and a Centre of Excellence. The five programme areas enumerated in Strategic Directions are expected to i

be the focus of ECA's work over the next six years to the end of the year 2001. The key goals are:
facilitating economic and social policy analysis and implementation, ensuring food security and sustainable

development, strengthening development management, harnessing information for development, and

promoting regional cooperation. Cutting across these five areas are three important issues: gender,

regional dimension and capacity building. Additional issues would be addressed, where it may be

important to take positions tor Africa.

ECA needs to be at the centre of the dialogue on African development. Facilitating economic and

social policy analysis and implementation is therefore a key area for ECA. Food Security is another focus

area, and the all-important nexus between food security, population and environment is recognized. As

there are major development actors directly involved. ECA here is to be a centre for discussion, given its

limited resources. In Development Management, ECA would be involved with the informal sector,

including micro-credit, and issues of cooperation with civil society. Effective management of
development requires an efficient and competent public sector, a robust and smooth-functioning private

sector, and enhanced popular participation. Regional cooperation and integration, the goal of the Abuja
Treaty has been an African dream. There is a proliferation of overlapping institutions and initiatives. The

question of rationalizing the existing ECA-sponsored institutions is central, even as ECA promotes

regional cooperation.

Another area is harnessing information for development, which is integral for the growth of

information technology, telematics, and electronic networking in Africa. ECA has assumed a lead role
here, helping to build electronic networking capacity through technical outreach, skills training in more

than 30 countries, and raising awareness among policy-makers about the vital importance of getting on to

the Information Highway. ECA is being positioned for the information age of the 21st century to confront
the challenges of globalization, and avoid Africa become marginalized. It is therefore very important for

ECA to develop its own statistics and databases, both at the most basic level of fact-gathering and sorting,

with a view to helping decision-makers getting ready for the Superhighway.

In the renewal process set out by the new ECA Executive Secretary, Mr.K.Y. Amoako, there are

three guiding principles, the first is strategic focus, the second is cost effectiveness, and the third is
effective partnerships. As regards modalities, ECA needs to be seen as a critical player. Partnership is
important m responding to the severe lack of resources and to leverage limited resources. Partnership

may be with African institutions as well as the African diaspora. Related to this is capacity building,

which cuts across the five programmes, and has been the missing link in African development. Growth
cannot be kept up without adequate human, institutional and infrastructural capacities, and the effective

utilization of those capacities. Institutions sponsored or supported by ECA also need revitalization. The

challenge is to be as selective as possible in order to concentrate resources on the truly important for the

greatest impact.

The five themes are long-term commitments to sharpen ECA's focus on the medium-term. The UN

system is zeroing in on the acceleration of growth in Africa through programmes for education, health,

water and sanitation, governance and peacebuilding. ECA has responsibilities for the executing of a nu

number of components of the UN Special Initiative such as informatics, peacebuilding and strengthening

civil society in Africa. Given the goodwill in the international community, ECA is seeking to garner

considerable additional resources for Africa, and implement various institutions-strengthening steps

structural reforms, training, and management systems innovations as part of its new strategic directions

initiatives.
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ia) Promoting the integration process by popularization tor a strong political commitment and

rallying international support for material and financial assistance; and

ih) Strengthening efforts aiming at creating and sustaining peace and stability in the region

necessary for achieving collective self-reliance through measures intended for lessening

subregional and regional tensions, and management and resolution of conflicts.

Inter™ttfpnal actions:

The international actions must be undertaken in the context of recovery and growth in convergence with

the necessity of achieving the long-term development objectives of the African region in particular:

a) The adjustment process should address the national priorities including the crisis insulating

mechanism with the all important aim of fully taking into account the African realities in a

succinct manner;78/

b) Provide measures in the short-, and medium-term to enhance the viability of the priority

sectors on a fundamental basis in particular those of UN-NADAF that would ensure in the

long run the realization of the objective in particular the achievement of a reasonable degree

of self-sufficiency in critical variables detrimental to Africa's future development such as food,

energy, industrial inputs such as fertilizers, pharmaceuticals, iron and steel, and a supportive

capital goods sector;

se) Measures and assistance aiming at increasing productivity through provision of appropriate

technology,training, education, health and rural community development in particular closing

the human resource gap to ease the burning social cost of economic adjustment;

d) On a bilateral basis emphasis on developing projects that have a viable potential for future

cooperation at the subregionai levels.

e) On a multilateral basis assistance to address programmes of a subregional and regional

character in support of common institutions' building and development decades such as the

industrial Development Decade for Africa and Transport and Communication Decade in

Africa and programmes for development of intra-African trade through increased assistance

ror trade promotion among countries with strong support to development of trade preferential

areas in the region on a concerted effort with the responsible and executing institutions:79/

10 Measures that lead to increased access to international commodity and financial markets with

less restrictions to ascertain the role of Africa in the international division of labour; and

; i) increased international solidarity in support of Africa's move towards the creation of the

African Economic Community. It is imperative, m this regard, that the Fourth United Nations

Development Decade of the International Development Strategy for the 1990s advocates the

urgency and the importance of economic integration as the main strategy for Africa's social

and economic development and stress the importance of the required international support

towards that endeavour.

The international assistance should aim at fostering rapid structural transformation, through measures

to reverse the present trends in international commodity exchange and financial relations with the view to

7£/ As noted in the medium-term programme UNPAARERD "structural adjustment

programmes should be designed in such a way as to mitigate their adverse socio-economic

effects, ensure that the human dimension is integrated in them. Further improve the well-

being of the poor and disadvantaged in African societies, notably through redirecting

social and developmental expenditures, and make short-term stabilization and adjustment

measures compatible with and built into long-term structural transformation"

22/ see the report of the Secretary General on Mid-term review of the implementation of
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support the efforts of Africa in developing an integrated market that is more beneticial to liberalization of

international trade a venture that is not possible under disintegrated markets.
inter-regional economic

and technical coopenUion is an essential element and important factor in fostenng growth of developing regions.

The positive participation of Africa in South-South cooperation would, no doubt, lead to beneficial gains in

trade, capital flows, transfer of technology and most importantly the opening of markets and cooperation in

industrial design to reverse the intense competition among the products of developing regions.

Above all. Africa will require a better, more equitable international economic order, in which it will

be an equal partner in the production, distribuUon and consumpuon of the world's wealth. The world order must

Uike into account the real needs of Africa. The major challenges in this regard, should aim at supporting

Africa's moves towards the realization of the physical, social and economic integration. Only this will be the

sine qua non for realization of the continental union, that is, the African Common Market and Economic

Community.
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