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SECTION ONE

INTERNATIONAL ECONOMIC CONTEXT

Global Economic Trends

2005 with the growth rate at 4.3 % compared
1 lie giuuai vw««"v i

with 5.1 % in 2004, a situation attributable to the

with inflation in the region of 1.9%.

2. There was, however,

In the United States,

a variation in economic performance in countries and groUps of countries

lUe windfall, the situation remained worrisome as ..
ti-i. tied with medium term pre^—

p is likely to militate against a strong showing of the dollar in the
* ' h il ise in the pnee of

5.2%.

Fig.1 : Growth trends in industrialised countnes
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SECTION TWO

RECENT ECONOMIC DEVELOPMENTS IN WEST AFRICA
AND PROSPECTS FOR 2006

toS will provide greater and more effective aid to poor countries from now until 2015.

13 In 2006 the agricultural season is expected to proceed normally and oil prices will continue to
rise ano^to "ely^ffect economic performance in the region. An end to socio-political tension
% atonondationon the competitiveness of the economies of West African countnes, combmec
v^th the opportunities offered by international trade would also serve to simulate growth.

Economic Growth

14. As in the past, economic growth has occurred^unevenly^er^ last *w year, Havmg

tion erowtn iz./yoj, n is =>u« "cwn •*•* "~~" — ,. ^

poverty reduction, reduce poverty The prospects for 2006 ind.cate a growth
mflatil should be brought down substantially to 5.9%, based on the premi e

l h h ill b an end to socio-political strife, and th
season will b

only moderately.

%), which

experienced socio-political instability during 2005.

•

r

Fig.3 : Economic weight of the countries in 2005
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Fig. 5: GDP per capita in US dollars by country in 2005
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Sectoral developments

17 An analysis of the structure of GDP in 2005 shows that it is dominated by the tertiary sector
. . \T . . _. jls^u +««^«. t^ k^ ^rvnciHpmrl as the ensine dnvine the economy ot

primary
, secondary and teniary sectors contributed 2.1 %, 1.1 »/„ and 2.6% to GDP growth m 2005.

Fig. 6: Sectoral distribution of GDP in 2005
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Fig. 8 : Breakdown of demand in 2005
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Fig. 9 : Changes in the breakdown of demand

2003
__20Q5

. f. -m- Invest. Comext

22 At 74 6% of GDP, final consumption grew by 4.2 % in 2005. Its share reflects the typical
characteristics of subsistence economies where little emphasis is placed on savings and, consequently

luctive investment. Over 50.6% of the volume of final consumption is m Nigeria mirroring the
^ its population represents 51.2 % of West Africa's total population. It is expected that m 2006

final consumption will continue to progress at the same rate of 4.3% as in the preceding year.

23 Constrained by the low domestic savings rates and financed mostly from external resources,
investment grew to average 20.1% of GDP in 2005 as against 19.1% in 2004 an increase o1L2A

inves.

of 26~8%. The lowest investment rates were registered by Cote d'lvoire (9.5%),

Sierra Leone (6.1%).

24. It is projected that investment in 2006 will continue to grow and will reach 12.0%, when it will
contribute 21.4% to the GDP of all West African countries.

In nominal terms, gross domestic savings stood at 24.5% in 2005 compared to 16.7 % in 20M
Only Liberia with 24.8 % and Nigeria with 34.9 % recorded above-average rates. The lowest levels
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observed in both the UEMOA and WAMZ zones.

27 In the UEMOA zone, the increase in budgetary revenues was mainly the result of higher tax
- on the strength of which budgetary revenues increased by 6% to constitute 16.7% of GDP in
.on tne sireng b mobilise tax revenues, which grew by 5.9%,

particularly in Mali (11.1%) and Sen_
given its importance in the Union. (36.7% of total revenue).

28 Within the WAMZ, on the other hand, the increase in budgetary revenues (26.2%) was mainly
on acco^f non-tax reve'nues, which represented 76.4% of the total. Budge^«s proved

_ . . ■• ->r o 0/ ~f nr\D Ar\\7t*n hv the. 1

which accounted for 91.9% of total revenues.

29. Total expenditures increased less proportionately than budgetary revenues at U2 % and
represented 29.2 % of GDP, compared with the 22.7% increase achieved in^2004^his rate
progression of total expenditures was observed in both zones but was more marked in WAMZ.

30 In the UEMOA zone, total expenditures increased by 6.3% in 2005, representing 21.2% of
GDP afaglr^increase of 18.4% in 2004. This was because some UEMOA countries introduced
budg^Stions despite having to cope with higher oil bills, ^.«^»^^S
invasion, all of which put a strain on the budgets of some of their countries. Cote d Ivoire

for more than one third of expenditure in this zone.



keep a tight rein on their money supply. On the other hand in Nigeria, wWch holds 53.7 % of the sub-
region's total, money supply increased by 28.4% compared to 24.2% m 2004.
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Fig. 13 ^Changes in money supply as % GDP
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countries, especially those that are oil producers or are essentially agncultural econom.

Fig. 14: Inflation rate w ithin ECOWAS
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39. Furthermore,

exports fell to 153.

from the combined evolution of exports and imports, coverage of imports by

2Z!^6% o^P c^^O^-in 2004, driven by Nigeria and C6te d'lvoire and by the

combined effects of balances on services, revenues and transfers.

Ine pro ecuons iui ^wu aiv «««. «-r — -

imports. The trade balance is expected to increase by 3.4 % while the current

fig 16 :Extternal trade balance as % of GDP

Debt

Nigeria -X-Senegal -3K-CEDEAO
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40 In 2005 external debt outstanding to GDP ratio in West Africa as a whole was estimated to
have been 53 4% compared with 63.1% in 2004. Naturally, there was a corresponds reducton n
deb wmchfell from 9.9% of exports of goods and services in 2004 to 7.8% fa 2005 and from 12.7%
ffbiX revenues to 12.2% over the same period. This lower indebtedness raUo stems from the
d bt Santed by the Paris Club and also from HIPC-related debt relief to countries hke Benm
££ FaS, G-i, Ghana, Mali; Niger and Sen.al ^ addition N=——s ,r

i r/o oi ine exLcium ut^i «jA «»w ^«^ --o—,

.duction of its external debt from 55.8% in 2004 to 43.6 % in 2005.



SECTION THREE

COUNTRY CASES IN 2005 AND PROSPECTS FOR 2006



BENIN

Surface area ('000 km') : 112 620

Overview:

Population 0000) : 7 231
Percentage share in ECOWAS population in 2005 :

2.8%Population growth rate : 3.1% 2.8%

Contribution to ECOWAS GDP in 2005 : 2.8% Economic growth m 2005 :3.5%
^™ vo /*\ inns • SQS Annual inflation in 2005 :4.5%

ZZ^'™^°^™™ Aggregate balance in ratio to nominal ODP m
2005-5.1% gOO5.-1.5%

41 Th ic situation in Benin in 2005 was marked by a decline in the production of cotton

of a food crisis.

42. With regard to its public finance, resources were
committed to finance civil service arrears and

accounts.

GDP in 2004 to -5.1 % in 2005.

Fig.18 :Benin: Budgetary indicators
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^ The current deficit balance was -6.5 % of GDP in 2005 compared with-7.2% in 2004, the

result mainly of lower cotton exports and a higher oil bill.



BURKINA FASO

Overview:

Surface area ( 000 km ) 27^200

Population growth rate : 2.4/o

Percentage share in ECOWAS GDP, 2005: 3.7%

GDP per capita ($), 2005 : 409

Overall balance excl. grants/nominal GDP (%),

2005:-8.5%

Population ('000) : 1011

Economic growth, 2005 . 7.7/.

Annual inflation, 2005 : 4.7%

balance/nomJnalGpA2005ll4;5%

works in connection wit

2004, spurred by soa

prices of petroleum products and transport services.

47 Revenues grew by 9.6% due to better management of transit operations and exemptions while
Sendi^rTn^ased by 12.6% in tandem with the rise^ in civil servants' salaries, rngher,

expenditures on the social and inira

sector. This resulted in a widening i

in 2004.

oil bill.

Fig. 20 :Burkina Faso: budget indicators
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deterioration in the current external deficit, which expanded from 10.2% of GDP in
2rlsequence of the decline in the export price of cotton and the burgeoning



CAPE VERDE

Overview:

Surface area ('000 km2): 4 033 Population ('000) : 461
Population growth rate : 1.7% Share ofECOWAS populaUon m2005:0.2/o

Contribution to ECOWAS GDP, 2005 :0.8% Economic growth, 2005 : 6%

GDP per capita ($), 2005 : 2 562 Annual inflation, 2005 : -0.5%

Overall balance excl. grants/nominal GDP (%),
oaac c oo/ Overall balance/nominal GDP,2UU5 . -l.u/o
2UUj:o.5/o . 1—-—■ ■

51. Economic activity in Cape Verde in 2005 occurred in an environment *™*^
Production of new fiscal reforms, notably the introduction of value-added tax (VAT)
iiiliuuu^uuii v± arnwth rate was estima

o.yj 70, up i.iv-'iii t-1-' '" **■ ■*— ■' — * •

high GDP, estimated at 2 602 dollars in 2005, in a sub-regi

52 Cape Verde has been experiencing disinflation resulting from the decline in the prices of
agricultural goods and in customs duties, which offset the upward movement of fuel pnces. The rate

stood at -0.5 % in 2005 compared with -0.3 % in 2004.

pToZg to the'additional expenditures necessitated by .ocust infestation. Consequently, the
rall balance exclusive of grants levelled at around -5J % of GDPbetween2004 and 2005.

Fig.22 :Cape Verde: Budgetary Indicators
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.e was an increase of 26.3% in exports while imports of goods advanced by 3L4%, which

exacerbated the current external deficit slightly, moving it from 7.9% of GDP m 2004 to 8 0% m 2005

exports and 2.2% of budgetary revenues.



COTE D'lVOIRE

Overview

Population ('000) : 17 626

Percentage ofECOWAS population, 2005: 6.9%
^ c /'nnA u2v v?0 462 ropuiauon i, uuvv . i» "*-~
Surface area ( 000 km ). ozz ^°^ *

, • ^r*tP-?0% Percentage ofECOWAS popul
Population growth rate .2.O/o &

ContributiontoECOWASGDP,2005:10.5% Economic growth, 2005 : 1.0/o

GDP per capita ($), 2005 : 923 Annual inflation, 2005 : 1.0%

Overall balance excl grants/nominal GDP (%), y^^^^W^

56. In 2005
, economic activity in Cote dlvoire took place in an environment characterised by a

a value-added of 2.8%, 2.9% and 10.1% respectively. Inflation stood at i.S/o

-toked by increases in the prices of oil, transportation and telecommunications.

ir, revenues tol7 1% of GDP. This was attributable to the
irirtax and . »***» by 5.3% in expenditures that

with 2.4% in 2004. However, payment

problems.

Figure 24 :C6te dlvoire: Budgetary indicators
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nominal

58 The external trade position was characterised by a reduction of almost 4.5% in export volumes
2 cocol a^TncreL £ 7.9% in goods and services imports, which caused the current balance to
shift slightly from 2.0% of GDP in 2004 to 1.7% in 2005.



GAMBIA

Overview

Surface area ( 000 km ):11 295

Population growth rate : 2.1%

Contribution to ECOWAS GDP, 2005:0.3%

GDP per capita ($), 2005 : 307
Overall balance excl. grants/nominal GDP (%),

2005:-8.9%

Population ('000) : 1 500

Economic growth, 2005 . 5 0/o

Annual inflation, 2005 : 5.4/o

balanCe/nominalGDP12005Il41l%

nut wMch accounts for almost 10% of GDP. This performance w- set a
backdrop of moderate price increases of around 5.4 % compared wift 10 » ^W

dollar undeterred by soaring oil prices.

Figure 26 :Gambia: budgetary indicators
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export volumes (4.6%), a detenoration in m

relative stability of the exchange rate contributed to this situation, i

imports improved from 4.7% of import months in 2004 to 5.0% in 2005.



GHANA

Overview

Surface area ('000 km2) : 238 538 Population ('000) : 22 665

Population growth rate : 2.1% Percentage of ECOWAS population, 2005 :8.7%

Contribution to ECOWAS GDP, 2005 :6.7% Economic growth, 2005 : 5.6%

GDP per capita ($), 2005 : 464 Annual inflation, 2005 : 16.9%

Overall balance excl. grants/nominal GDP (%),
_ftn, , „, Overall balance/nominal GDP, 2005 .-J.U/o
2005:o.jyo

66. Economic activity in 2005 was characterised by a good cocoa and^ gold, product™ and a

rapiaiy rising iuci pi^. ^'"""') —«p—

previous year. This was accompanied by an increase in consumer prices, wU

strict monetary policy.

67 The overall deficit excluding grants was estimated to have improved from 6.9 % of GDP in
2004 to 6 5 % in 2005, helped by more effective recovery of tax revenues and better public
expenditure management. Budgetary revenues increased by 16.0 % while public expenditures rose by

14.6%. - ]

Figure 28 :Ghana: budget indicators
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2004 2005

68 Ghana's external trade position worsened, the consequence of declining cocoa prices and lower
earnings from gold exports. The combined trends in the current balance and balances from services
and transfers resulted in a current external balance representing -1.3 % of GDP as against 1.2 % in

2004.

JllOila UUUUlltu vaiiv^uuuv" ^ -— ■

debt relief, estimated to be worth nearly 2 billion US dollars in nominal terms,



GUINEA

Overview

Surface area ('000 kmz):245 860

Population growth rate :2.2

Population ('000) :9 469

Percentage ofECOWAS population, 2005 : 3.7%

Contribution to ECOWAS GDP, 2005 :2.4% Economic growth, 2005 : 3.2%

GDP per capita ($), 2005 : 385 Annual inflation 2005 18.6%
Overall balance net grants/nominal GDP (%), Overall balance m ratto to nominal GDP, 2005 . -

2005:-!.7%
0.5%

71 In 2005 economic activity in Guinea was marked by continuing difficulties in establishing

macroeconomic stability and by higher prices of petroleum products. BasedI on^*™^^
September 2005, economic growth was estimated at 3.2% compared W1th 2.5% for 2004. Inflation rate
was 18.6 % as against 27.6% in 2004, owing to the expansion of money supply, depreciation of the

Guinean franc and the increase in oil prices.

72 Revenues rose by 12.4 % tol2.1% of GDP while budgetary expenditures fell by 17.7% and
accounted for 13.8% of GDP between 2004 and 2005. As a result, the budget deficit shrank,
accounting for 1.7 % of GDP in 2005 compared with 5.8 % in 2004.

Fig.29 :Guinea: budgetary indicators
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from 4.1 % in 20U4 to i.y Vo in zuuj. me cumuu^ w~«~~ - -» - — - - -

transfer balances generated an improvement in the current balance, which stood at -4.1 /o of GDP m

2005 as against -4.9% in 2004.



GUINEA BISSAU

Overview

Surface area ('000 km2) :36 125

Population growth rate :2.4%

Contribution to ECOWAS GDP in ECOWAS,

2005:0.2%

GDP per capita ($), 2005: 213

Overall balance excl. grants/nominal GDP (%),

2005:-26.2% .

Population ('000) : 1 388

Percentage ofECOWAS population, 2005 : 0.5%

Economic growth, 2005 : 2.3%

Annual inflation, 2005 : 2.4%

Overall balance/nominal GDP, 2005:-12.5%

76 The environment in Guinea Bissau in 2005 was marked by a gradual return to normal
constitutional life with presidential elections taking place in June, the resumption of cashew nut
production and export and escalating oil prices. GDP growth was estimated to have been 2.3% as
against 4.4% in 2004, boosted by the production of cashew nut and rice, which increased by 17.5%
and 34.0% respectively. Higher oil prices and transportation costs pushed inflation up to 3.4% in 2005,

from 0.9% in 2004.

77 Revenues rose by 12.5 % and accounted for 18.7 % of GDP in association with efforts to

reorganize the financial authorities. Total expenditures, largely dependent on external resources,

increased by 32.3% in 2005 to represent 44.9% of GDP. This caused the budget deficit to decline

slightly to 25.7% of GDP compared with 25.4% in 2004.

Fig. 31 :Guinea Bissau: budgetary indicators

■Recettes budg&aires hors

dons en % du PIB

Depenses courantes en %

PIB nominal

Defenses en capital en %

du PIB nominal

78. Cashew exports went up by 9.9% but this was neutralised by the 37.4% increase in imports

(petroleum and capital goods). This situation worsened the external trade deficit excluding grants,

which was 26.2 % of GDP in 2005 as against 18.3 % in 2004.



LIBERIA

Overview

Surface area ('000 km2): 111 370 Population ('000) : 3 498
Population growth rate : 3.2% Percentage ofECOWAS population, 2005 : 1.4/o

Contribution to ECOWAS GDP, 2005: 0.3% Economic growth, 2005 : 2.4%

GDP per capita ($), 2005 : 145 Annual inflation, 2005 : 15.5%

Overall balance excluding grants/nominal GDP
fo/\ onns • T s Overall balance/nominal GDP, 2005 . -u. / /o

81 In 2005, Liberia conducted a key election and began the process of reconstruction and
organisation of the country's administrative and productive structures after about fifteen years of war
and political instability. Growth was estimated at 2.4 »/„, up from -5.1 % in 2004, as economic activity
resumed within the broader context of a progressively restoring security to agncultural areas and in
spite of problems with the exploitation and marketing of diamond and timber, the country s two pillars
of growth. Inflation was at 8.1 % in 2005 compared with 7.8 % in 2004, the result of higher oil prices

and the resumption of economic activity.

82 Indications are that the overall deficit excluding grants stabilized at 0.7 % of GDP as a result of
a 0 9% decrease in budgetary revenues and a 0.5% reduction in public expenditures. The curren
balance fell to 12.5% of GDP from 13.8 % in 2004, reflecting an improvement m the principal
external balances. External debt outstanding, amounted to 3.8 billion dollars in 2005 is thought to have

accounted for 752.5 % of GDP.

Fig. 33: Liberia: budgetary indicators
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MALI

Surface area ('000 km2): 1 240 710

Population growth rate : 2.2%

Contribution to ECOWAS GDP, 2005 : 3.4%

GDP per capita ($), 2005 : 376

Overall balance excl. grants/nominal GDP (%),

2005 :-7.6% .

Population ('000) : 13 852

Share of population in ECOWAS, 2005 : 5,4%

Economic growth, 2005 : 5.4%

Annual inflation, 2005 : 6.7%

Overall balance/nominal GDP, 2005 : -3.5%

84 Despite the return to normal pluviometry, the salient features of the Malian economy in 2005
were the fallout from the Ivorian crisis, the problems in the cotton sector and rising oil prices. GDP
growth stood at 5.4 % compared with 2.2 % in 2004, driven essentially by the 16.9% increase in food
production brought about by good rains. Higher cereal prices during the previous agricultural season

combined with the increase in the pump price of petrol and higher transportation costs to push

inflation up to 6.7% in 2005 from -3.1 % in 2004.

Fig. 35:Mali: budgetary indicators

Recettes budgetaires

hors dons en % du

PIB

Expenses courantes

en % PIB nominal

Depenses en capital

en % du PIB nominal

2004 2005

85 Budgetary revenues increased by 11.1% due to an improvement in earnings from gold while

public expenditures grew by 12.5 % because of a higher wage bill and expenditure on social
investment and the partial financing of the deficit in the cotton sector. These factors contributed to a

decline in the budget deficit, which was 7.6 % of GDP in 2005 compared with 7.1% in 2004.

86. There was an increase in gold exports but this was counterbalanced by a 14.9% drop in cotton

exports. Driven by a heavy oil bill and by massive spending on food items, import levels advanced



NIGER

Overview

Surface area ('000 km'): 1 267 000

Population growth rate : 3.3%

Contribution to ECOWAS GDP, 2005: 1.9%

GDP per capita ($) 2005: 237

Overall balance excl. grants/nominal GDP (%),

2005: -10.5%

Population ('000): 12 542

Percentage ofECOWAS population, 2005: 4.9%

Economic growth, 2005: 4.5%

Annual inflation, 2005: 7.8%

Overall balance/nominal GDP, 2005: -4.8%

89. In 2005 Niger experienced a food crisis caused by the grain deficit from the 2004/2005

plaining scaauii, uit uuawiig v* »* ~> -,.—.. — — r

expenditure, and rising oil prices. Real GDP growth was estimated at 4.5% compared with 0.6 % in
2004, driven by an 11.9% increase in food production following better weather conditions. Inflation

accelerated to 8.0 % in 2005 from 0.2 % in 2004, stoked by higher grain prices (maize, millet,

sorehum, rice), and higher fuel prices and transportation costs.

90. Total revenues excluding grants increased by 8.2 %, (11.9 % of GDP) due to improved
performance by the financial administration. Public expenditures progressed by 12.1% in 2005 (22.4%

of GDP) on account of the greater spending necessitated by the food crisis, the hosting of the Jeux de

la Francophonie and investments under the poverty-reduction programme. As a result, the budget

deficit expanded to 10.5 % of GDP in 2005 compared with 9.6 % in 2004.

Fig. 3 7 :Niger: Budgetary indicators

14.0 -.

12.0

10.0

8.0

6.0

4.0

2.0 -

0.0

_ —————

■ Recettes budgetaires

hors dons en % du

PIB

Depenses courantes

en % PIB nominal

Defenses en capital

en % du PIB nominal

heavy oil bill and the importation of rice. The combined evolution of the different external balances,

helped to improve reduce the current deficit, from 8.9% in 2004 to 6.8% in 2005.



NIGERIA

Overview

Surface area ('000 km'): 923 768

Population growth rate: 51.2%
Population ('000) : 131 067

Contribution to GDP in the ECOWAS zone in 2005

Share of population in ECOWAS in 2005:51.2% : 59.2%

Economic growth in 2005 : 7.4%

Annual inflation in 2005 : 14.8%

Overall balance/nominal GDP 2005 : 6.3%

GDP per capita ($), (2005): 699

Overall balance excl. grants/nominal GDP, 2005 .

6.2%

94. In 2W3, iNigena enjuycu <x wmuioii AiW» — ™ r -

season, which boosted economic growth to an estimated 7.4% compared wrtfi 3.5%m 2004. Th s
result was accompanied by rising inflation, estimated to have been 14.8 % m 005, up fro*l lO0%m
2004 due to the higher cost of certain food items, the rise in the pump price of oil and higher transport

costs' the injection of part ofthe oil revenue, and the credit accorded to the public sector.

95 Revenues increased by 27.1%, bolstered essentially by the progress of activities in the
petroleum sector, while public expenditures increased by 14.1 % in 2005, rising to 3*0 % of GDP.
This resulted in an improvement in the overall balance excluding grants, representing 2005 was 6.2 /o

of GDP as against 2.4 % in 2004.

i '
Figure 39:Nigeria: budgetary indicators
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2003 2004 2005

96 Due to the escalation in crude oil prices, exports rose by 31.0 % accounting for 50.5 % of GDP
in'2005 while imports increased by 42.0% to stand at 25.0% of GDP, swollen by a massrve
procurement of food products pursuant to the failed harvest of 2004/2005. The current external

balance rose from 2.8 % of GDP in 2004 to 7.8 % in 2005.



SENEGAL

Overview

Surface area ('000 km2): 196 192 Population ('000) : 10 876

Population growth rate :2.9% Percentage ofECOWAS population, 2005 : 4.2%

Contribution to ECOWAS GDP, 2005:5.7% Economic growth, 2005 : 5.1%

GDP per capita ($), 2005 : 818 Annual inflation, 2005 : 5.1%

Overall balance excluding grants/nominal GDP
fo/\ 9nns--4fi% Overall balance/ nominal GDP, 2005 : -ISM

99 Senegal registered a growth rate of 5.1 % in 2005, down from 6.2 % in 2004 against the
background of efforts to modernize and diversify the economy, rapidly escalating oil prices and a
slowdown in industrial activity. Inflation was at 1.9 % in 2005, as against 0.5 % in 2004, despite

higher prices of agricultural products and elevated fuel prices.

triggered a decline in the budget deficit, bringing it to 4.6% of GDP in ,
2004 Export levels rose by 9.2 % and imports increased by 4.4 %. These factors combined to a
deterioration of the external deficit excluding grants, which stood at 9.3% of GDP in 2005 compared

to 5.8% in 2004.

Fig. 41: Senegal: budgetary indicators
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101. Over 84.6% of Senegal's outstanding debt is composed of commitments to the World Bank,
IMF and ADB. Debt outstanding decreased by 2.0 % and accounted for 46.4 % of GDP in 2005.

There has been a reduction in debt servicing as a result of relief granted to the country under the HIPC
initiative. Debt servicing represented 20.45 and 13.8% of budgetary revenues and exports of goods and

services respectively.



SIERRA LEONE

Overview

Surface area ('000 km2) : 71 740 Population ('000) : 5 131

Population growth rate : 3.2% Percentage ofECOWAS population, 2005 : 2.0%

Contribution to ECOWAS GDP, 2005 :0.7% Economic growth, 2005 : 4.8%

GDP per capita ($), 2005 : 221 Annual inflation, 2005 : 15.1%

Overall balance excl. grants/nominal GDP (%), ,._ -nn- . , R0/
2005'-16 6% Overall balance/ nominal GDP,J2005 : 2.8/o

103 Growth in Sierra Leone was estimated to have been 4.8% in 2005 compared with 5.0% in 2004
and occurred in an environment characterised by improved security, resumption of the diamond trade
and higher oil prices. Inflation stood at 15.1 %, up from 14.4 % in 2004, due mainly to the higher cost

of petroleum products and an expansion in money supply.

104 The overall deficit excluding grants is estimated to have declined, representing 16.6 % of GDP
compared to 12.5 % in 2004. This was because of a 19.7% rise in budgetary revenues from increased
diamond production and a 30.2% increase in public spending, to finance salaries (35%) and interests

(23%) which accounted for 35% and 23% of the total debt respectively. As in past years, the overall
budget balance including grants remained positive due to the substantial amount of grants accorded to

the country. ^

I " "
Fie 43:SierTa Leone: Budgetary indicators
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105. The current account deficit expanded from 5.8 % of GDP in 2004 to 9.3 % in 2005 reflecting

the steep rise in imports, especially petroleum products.



TOGO

Overview

Surface area ('000 kmz): 56 785

Population growth rate :2.6%

Contribution to ECOWAS GDP, 2005:1.4%

GDP per capita ($), 2005 : 419

Overall balance excl. grants/nominal GDP, 2005:-

2.3%

Population ('000) : 5 212

Percentage of ECOWAS population, 2005 : 2.0%

Economic growth, 2005 : -0.7%

Annual inflation rate, 2005 : 6.9%

Overall balance/nominal GDP, 2005 : -1.2% _

108. Economic activity in Togo took place in a context marked by socio-political crisis during the

first half of the year, which disrupted transit of goods through Lome Port and caused displacement of
citizens. The prices of petroleum products soared, phosphate production fell and cotton producers were

unmotivated, at the same time the anticipated resumption of cooperation with the international

community was not forthcoming. Under these conditions, growth was estimated to have been -0.7 %

compared with 3.7 % in 2004. Inflation rose to 6.2 % in 2005 compared with 0.4 % in 2004.

109. Budgetary revenues stagnated at 11.4 % of GDP as tax recovery efforts were relaxed while

public expenditures progressed by 10.4 % following a 3.6% increase in current expenditure and a
95.6% rise in capital expenditure. These factors led to a decline in the budget balance, which stood at -

2.3 % of GDP in 2005 compared with 1.4 % in 2004.

Fig.45:Togo: Budgetary indicators
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110. Phosphate and cotton exports fell by 37.4% and 31.9% respectively, reflecting declining world

prices. Simultaneously, imports increased 21.4% because of the higher oil bill. The external deficit

excluding grants declined as a result from 5.5 % in 2004 to 11.9 % in 2005.



CONCLUSIONS AND RECOMMENDATIONS

113 In the last few years, West African countries have continued to work towards promoting
economic growth but their actions have been irregular and weak viewed against the challenges posed
bv poverty reduction. Structural rigidities, the cause of underperformance in these countries, persist in

employs the majority of the population and relies extensively on rainfall. This means that rainfall is a
central determinant of economic growth and is a source of food insecurity which fuels inflationary
pressure through its effect on the supply and demand of food products. The secondary sector remains

undeveloped ineffective and vulnerable to foreign competition. Measures being taken to promote the
emergence of an industrial class worthy of the name are meeting with little success, essentially
because private operators prefer less risky sectors like the import-export trade, services,
telecommunications and mines. The tertiary sector continues to thrive, notably because of the

proliferation of informal activities, the last resort of the unemployed and underemployed.

114. The predominance of final consumption and weakness of domestic savings are rigidities which
affect demand and curtail investment capacity in the countries. The export sector is also weak being
little diversified and constituted essentially of raw materials which have been attracting consistently

lower prices over the past few years.

and disrupt supply and distribution circuits, political instability and conflicts are also responsible for
the collective and individual underperformance of the countries. Several States and donors are
constrained to channel part of their scant resources into conflict resolution or post-conflict

reconstruction.

116 It is important to note, however, that in the main, reforms that have been put in place to
improve public finance are beginning to yield results. The opportunities offered under HIPC and debt
the decision taken at the Gleneagles G8 summit in July 2005 should improve the financing capacity of
several countries. Excluding Nigeria, the countries would be better positioned if they did not have to
contend with escalating oil prices and dwindling primary commodity prices. Governments must resist

the temptation to pump the proceeds from these windfalls into prestigious state projects instead of
human development and actions to improve the production abase and the business environment.

117 The foregoing underscores all too clearly that States must forge ahead with reforms to mobilise
more budget revenues and ensure better expenditure control and allocation. To do this would require
them to apply stringent tax recovery measures and combat tax evasion and fraud through expenditure

control and anti-corruption mechanisms.

118 Finding a lasting solution to the water question should also be a core concern of West African
countries, particularly those in the Sahel for whom water is a central determinant of economic
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BUDGET INDICATORS IN THE ECOWAS ZONE

SENEGAL

Budqet income (% GDP

Fiscal budget <% nominal GDP



EXTERNAL TRADE WITHIN ECOWAS

[Coverage of M by X (%]

«* h-.ianr'o IVn nnminal GDP)



I FOB/FOB trade balance (% GDP)

Coverage of M by X (%)

[Current balance (% nominal GDP)

I Overall balance (% nominal GDP)
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