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Explanatory notes

The designations employed and the presentation of the material in this
publication do not imply the expression of any opinion whatsoever on the part
of the secretariat of the United Nations Econumic Commission for Africa
concerning the legal status of any country, territory, city or area, or of
its authorities, or concerning the delimitation of its frontiers or boundaries,

Symbols of the United Nations documents are composed uf capital letters
combined with figures. Mention of such a symbol indicates a reference to a
‘United Nations document. United Nations documents symbols which are preceded -- . -.
by the designation EfCN.14/ ... indicate that the documents are issued under the
auspices of the Economic Commission for Africa, '
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u .The .following symbgols have been used in this Survey:

‘esd ot Available v : ~ nil or negligible.... .. ,.....
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.a.  The Survey for 1977-1978 is also the fourth biennial review uf progress

- dring" thé Second United Nations Development Decade and’is piblishsd in’ two'parts,
Part I..includes a summary and after reviewing the. international economig, situation
and the international development sitrategy it then provides informatiun on economic
‘dnd 8dbial’ devblopments in‘ the' African region this décade. Part II'covers euirent
economic. developments, apnd, policies of the individual. countries. of the ECA region
for the period 1970 to 1978 and is presente” in two -sections, sections A and B. .
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RWANDA

A.  ECONOMIC AND SOCIAL DEVELOPMENT, 1970—1978

1. Introductlun

Rwanda is a land-locked and mainly agricultural with a high population density
which exhibits all the characteristics of a least—develuped country. Since 1970,
economic growth has been slow and un a per capita basis production has ovnly increased
marginally. However in 1976 and 1977, the boum in coffee prices has greatly benefited
the country which derives most of its expurt earnings from this crop. 4s coffee is alsc
the largest commodity in the modern sector the econumy has grown sharply and governuent
revenues have been buoyant. .

During the years 1970 to 1977, GDP at current factor cost rose at the average
annual rate of svme 15.8 per cent. Over the same period, inflation has been highe For
the whole period 1970-1977, the average annual rate uf increase in consumer prigeés
was 13.1 per cent per year compared with only 2. 6 per cent a year from 1965 to 1370,

In the absence of a GDP deflator it can perhaps be stated that CGDP in real terms rose at
an average annual rate of 2.7 per cent yearly during the first seven years of this
decade judging from the movement in the consumer price index,

Economic prospects for 1978 depend very much un cuffee prices and output. In the
period January-to-July 1978, coffee wholesale prices were 75 per cent uf the 1977 level
and for the year as a whole the percentage will be less. However they should still be
at least twive-as highas in 1979 and 'econumic results, although not as good as in 1977,
will still be relatively satisfactury.

24 GDP by industrial origin

‘Few changes have ococurred in the structure of the economy since 1970, In 1977,
agriculture produced 75.2 per cent uf GDP at current factor cost, mining caly 1.7 per
cent, manufacturing 3.3 per cent, construction 2.2 per cent, trade and commerce 6.3 per
cent, transport and communications 0.9 per cent, public administration 8 pér cent and
other services 2.4 per cent. The share of agriculture in GIDP increased between 1970 and
1977 from 73 to 75.2 per cent while the share of whulesale and retail trade declined
from 8.4 per cent to 6.3 per cent.

Rwanda: Table l. GDP by source, 1970 and 1975-1977 (millions of Rwanda francs)

1970 .Percentage .. 1975......1976.......197T.... Percentage
dgricul ture, foresury and BRE - ' e
fishing 14 955 73.0 34 229 38 447 42 973 5.2
Mining 416 2.0 648 - 850 989 l.7 ¢
Manufacturing ) 630 3.1 1314 1600 1 876 3.3
BElectricity and water )
Construction 452 2.2 846 1 090 1 284 2.2
Wholesale and retail trade 178 8.4 2 654 3 020 3 618 6.3
Transport and communicztions 248 1.2 345 400 510 0.9
Services 2 062 10.1 4 365 5 160 5 980 _10.4
GDP at current factor cost 20 481 100.0 44 401 50 767 57 100.0

Source: ECA estimates.



3. Selected economic sectors

(a) Agriculture, forestry and fishing. The agricultural sector comtributes 75 per
cent of GDP, and occupies over 90 per cent of active population. It is still heavily
subsistence~oriented but commercial crop pruduction has been growing at a fairly rapid
rate as indicated by the figures given in table 2. The food crops are diversified and
include bananas, cereals, root crops (mainly cassava and potatoes), oilseuds, vegetables
and fruits. .Food production is sufficient in the main, although there is a relative short
age of- vils and fats in the diet. The conditions of production are such that it is over—
whelmingly. dependent, on the weather and in some Years as in 1974 there can be Berious
difficulties. - Also some regions in the country have been fairly isolated in the past, so
that localized food shortages have occurred from time to time. However, with the
development of the road network, the possibility of localized food shortages has been
reduced ands probably eliminated. - : - : '

The wmain cummerciallcrop'iB;boffee, followed by tea whose cultivation is being
encouraged to diversify exports, Other commercial crops. are pyrethrum, cotton, sugar
cane and c¢inchona bark. . -

Bwanda: Table 2. Agriculturgl production, 1970 and 1974-1977

W

C 1970 1974 1975 1976 1977

Food érééa'(thousands uf tonnes)

Banans 1 651 1 648 1734 1 820 1 896
Cereals 225 191 219 234 251
Rootorops 918 1082 1 243 1 302 1 348
Beans and peas® 216 173 227 237 247
Commercial orops (tonnes) .

Coffee e 19 240 19000 24 385 24 478 20 684
Tea 1245 3432 399 4 976 5 356
Cinchona 235 456 333 187 616
Pyrethrum . 556 1 301 1753 1 500 1136
Seed cotton 257 100 238 180 240
Sugar cane 4 315 g 352 14 000 18 000 32 000

Source: Rwanda Ministry of Agriculturs,
g/ Including groundnuts.

‘The FAQ production index indicates a growth rate in agricultural output of 3.6 per
cent per year on the average for 1970-1977. Local data show that food production has
grown by 3 per cent per year and commercial production by 4.8 per cent per year. The .
increase in production has been almost entirely due to more land being cultivated, the
area under crups growing by 3.5 per cent per yeéar to reach 904,300 hectares in 1977.
Bwanda has an exceptionally high-population dersity and-growth rate and there is a limit
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to its ocultivable area. According to the Ninistry of Agriculture, there. was-from 1.8 ha
to 2 ha available per family in 1970 but-this was reduced in.1977.. . There .is more land.
available in the east, where the average per family is 2.5 ha, whereas the average is
only half & hectare in the west. Among the solutions needed for Rwanda is the
~intensification of-agricul ture through ‘the use of more manure and fértilizers, better
seeds and the control of erosion. One policy being followed by the Ministry of
—Agrioculture is to -encourage livestock and alresdy 25 per cent of peasants are producing
manure from their animals, it is projected that all of them will be doing 8o in flve :
Years time. s

Prices to coffee producers were virtually doubled in 1977 as part of a poliey of
trying to prevent productiun losses. Tea production has become increasingly popular
with output rising from 1,245 tonmes in 1970 to 5,356 tonnes in 1977. Similar trends
are observable in sugar cane production with output in 1977 at 32, 000 tonnes. The _
increasing pressure on the land for crops has brought about a fall in the number .of ...
cattle whose land requirements are high, while the holdings of sheep, goats, pigs, and .
poultry have increased.

FE T L Vi )

Present indications are that agriocultural production was affected in 1977.dby. the
fall in coffee output. Food production has increased but there was a sharp fall in
coffee output, the trees probably resting to some extent after two years of heavy
productiun. In 1978, since the Wweather has been good, pruspects ars more favourable.
For coffee, marketing data indicate that production has recovered slgnlflcantlyqd-

(b) Mining. The four ores mined are cassiterite, wolfram, colombo-tantalite and
“beryl. Mineral productivn in total has remained more or less siable in volume since
1970 but there has been a sharp fall in beryl output and export revenues have ‘declined.
There is methane gas in Lgke Kivu. L

(o) Ener There is some methane gas productlon from the reserves contained in
Lake Kivu but not a significant scale, so that practically all urban energy needs are
covered by vil imports. There is also substantial use of wood for fuel. From. 1970 to
1976 the total quantity vf oil products imported doubled, the average rate vf growth
N reaching 14 per cent per year, with specially high rates uf increase in 1975 and 1976
~ of 20.9 per cent and 28.9 per cent respectively. Electricity output has grown from

1970 to 1976 at an annual average rate of 7.6 per cent.
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Rwanda: Tablé 3, Miperal and eﬁergx indicators, 1970 and 1974-1976

1970 1574 1975 1976

Production

Cassiterite (tonnes) 2 049 2 214 2 032 2 229

Wolfram (tonnes) 627 528 644 808 .
Colombo-tantalite (tonnes) ' 29 75 46 45

Beryl (tonnes) 292 59 18 46

Electrlclty (mlll:t.on kWh) 29.2 35.1 40.8 45.6 .
'Imgorts

04l products ('000 tonnes) 18,0 24,2 29.2 37.7

Sources Compiled from official data from Rwanda.

(4) Manufacturing. There is no recent quantitative information un manufacturing
output. The sectur is still small and according to ECA estimates represented no more
“than 3.1 per cent of GDP in 1977. Food and agricultural pruvducts are the most important
branches of industry and in 1973 the food and beverage section accounted for half the
total value added in manufacturlng.

The increases in output of the commercial crops between 1970 and 1977
would suggest that industries processing agricultural products have made quite consider-
able progress. Most new industries have appeared in food and agricultural products
processing. In 1977 four new factories were cumpleted and four vthers were under
congtruction: including one for processing of pyrethrum, a banana wine factory and a
sugar factury. On this evidence it seems that manufacturing is in fact a fairly fast-
growing sector in Rwanda.

L4

(g) Construction. The development of the capital Kigali, whuse population has growrn
to 100,000 people and the extension of the country's road system have both helped to
maintain activity in the comstruction industry. Imports of cement increased at an
average annual rate of about 4.1 per cent between 1970 and 1976« However, it seems that
the sector has experienced sume flucituations and that in 1977 the level of activity was
somewhat lower than in 1976 despite measures taken by the Government tv encourage civil
servants to build their uvwn houses.

(£) Transport. BRwanda is sited in the centre uf Africa and south of the equator
and its transport links with the Indian Ccean extend for 1,000 kilometres through other
countries. The transpurt of imports and exports is custly and the time taken is very
gubstantial. Much of the traffic passes through Ugande and Kenya to and frum the port of
Mombasa. Another route goes thruugh Burundi to Dar es Salaam in the United Republic of
Tanzania. Some high value traffic is handled by air.

A great effort has been made to improve and develop the road system. By 1977, thre-
important roads totalling 313 km had been tarred and these will facilitate traffic
connexions with neighbouring countries. Work on two other major roads from Kigali to
Akanyaru (155 km) and Kigali to. Cyanlka (125 km) were due to start in 1978. At the same
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time the Gowvernment has established a corporatlun to handle and rationalize the supply of
goods to the country, known-ss STIR. = . o

There are only limited szatistical data .on transport.and -these show a-deubling of-
Wpassangers ‘handled at alrpor ts between 1970 and 1976 but an apparent drop in the number
of vehicles in use ovn the roads deunlte a suhstantial increase in passengers transported
by road.

4. Expenditure and GDP

Expendlture on consumption and gross. fixed capital formation has been cunslstently
"in excess of GDP at.market prices since 1970 and the gap has been financed by a greater
inflow of foreign resources, . The. e“ternal deficit has ijncreased from 4.3 per cent of GDP
in 1970 to 10.6 per cent in 1977. The share of private consumption has dropped from 89,3
per cent fo 85.4 per cent of GDP while the share for public consumption has increased from
8 to 8.3 per cent and “thus the share of domestic savings in GDP rose from 2.7 per cent in
1970 to 6.3 per cent in 1977. This shows how small the domestic savings effort in Rwanda
is. .The proportivn of GDF on iavesiment has risen from 7 per cent in 1970 to 16.9 per
cent in'1377o These figures are mainiy indicative but are more or less corroborated by
other data. ' : ' -

-Ruenda: - Pable 4. Frpenditurs anc GDP, 1970 and 1975-Y977 (millions of Rwanda francs)

L

1970  Percentage 1975 1976  * 1977 Percentage

Private consumption 19 640 89.3 42 TO0- 48 200 54 656 85.4
Public consumption : 1760 8.0 = 3900 4 600 5 286 8.3
Gross fizxed capital formation -1 550 7.0 7 700 -8 %0 10 802 16.9
Fivorts less imports of goods S ) ' ‘
and services -~350 ~4e3 -7 200 -6 100 -6 780 . ~10.6
aui at ourrent market prices - 22 C00 100.0 47 100 55 600 63 364 100.0

* Sourcer LCA: guers~estimates,
. 4 . M

5o Bxternal trade and the valance of payments -

Trade flows have been much influenced by price movements,- some favourable as -in the
case of coffee and some unfavourable as in the case of higher import prices. Since 1975
ozports have inoreased in value considerably because of the coffee price boom, with the
tctal rising to 7.54 billion Rwanda francs in 1976 ugalnst 3.92 billion'in 1975; in 1977
the total reached 8.54 billion compered with 2.48 billion Rwanda francs in 1970, Since
1970 impérts have virtually guadrupled in value with a particularly large rise in 1975 of
65 per cent. 4s shown in table 5 imports were valued at 2.91 billion Rwanda francs in
1970, 5.39 billion in 197 , 8.92 billior in 1975 and reached 10.6 billion Rwanda francs
in 1977. The increases in 1976 and 1977 were 7.7 per cent and 1lU.2 per cent respectivély.



Bwanda: Table 5. External trade and balance of payments, 1970 and 1974-1977 (millions
of Rwanda franos

1970 1974 1975 1976 1977
External trade
Exports 2481 3459 3 919 7535 8540
Imports 2 910 5 394 8 923 9 607 10 590
Balance -429 -1 93 -5004 -2072  —2050 ]
Balance uf payments
Goods and services (net) ' -950 =2 859 -6 359 ~3 844 -4 568
Private transfers (net) -230 -9 -65 111 186
Government transfers (net) 1 810 2 989 5 440 5 283 6 452
Capital -60 93 2 711 1133 ~306
Reserves and related items -400 269 -1 458 -2 330 -1 402
Errors and omissions -170 -483 -269 =353 ~362

Source: IMF, International Financial Statistics, vol. XXX, No. 12, December 1977,
vol. XXXI, No. 9, September 1978. (Balance uf payments figures converted from United
States dollars).

- Because iwmports have risen faster in value than exports since 1970,the trade deficit
bas increased both as a proportion of exports and in total value. This deficit was 429
million Rwanda france in 1970 but rose to 2,050 million in 1977. However this latter
figure was much reduced from the exceptionally high figure of 5,004 million france in
1975 ' *

In 1970 the basic balance of payments was in surplus but a deficit of 269 million
francs was recorded in 1974. However, since then there has been a substantial surplus
recorded each year with the large and increasing inflow of Government transfer (aid)
receipts being largely responsible. In 1975 and 1976 there was also a substantial eapital
inflow. Reserves rose by 5.29 billiuvn francs in the three years 1975 to 1977. Over the
same period the inflow of Government transfers was 17.18 billion francs.

6. Development aid and exfternal debt

Available data show that external aid is very important in relation to the size of
Rwanda's economy. From 1970 to 1977, the total of net Government transfers and net
capital inflows has grown from 1,750 million francs to 6,146 billion, or three and a half
times. The bulk of the aid now consists of grants in line with the recommendations of the
United Nations and other agencies on the terms of aid to least developed countries. Capital
flows have been very irregular but over the period 1974 to 1977 there was a net inflow of
3.64 billion francs, mosi of it in the very difficult year of 1975.

The external debt was valued at 5,995 million francs in 1976 with most of it in the
form of soft loans. The debt has been increasing rapidly with rises of 26.2 per cent in
1975 and 32.2 per cent in 1976, but the debt service in terms of interest payments
amounted in 1976 to only 0.6 per cent of the receipte from the exports of goods and
services. :
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To Government revenue and expenditure

Recurrent rerenue has increased rar dly since 1970 and in.1976.there was-a rise of
50{87pe;.ggpgapggause.ofxexceptiunal-receiptsiiomeprrt duties arising from high coffee
prices. In 1970 recurrent revenue was 1,943 million Rwanda francs and in 1976 it was
6,597 million with customs revenue accounting fur 76 per cent. .In 1977 there was a -
further increase. of. 25 .per. .cent with revehue reaching 8.3 billion francs. Thus between
1970 and 1977 recurrent revenue ruse at an average rate uvf 23 per cent a year. Estimat-
es for 1978 are less optimistic and project a decline of recurrent revenue tu 7.6
billion because of lower coffee prices. :

The rate of increase uf recurrent expenditure has not been as fast as that of
revenue but it has been more regular; with the exceptivn of 1970, 1976 and 1977 recurrew
expenditure has been higher than revenue. The surplus on recurrent account was 186
million francs in 1970 and 1,474 million in 1976, . Between 1970 and 1976 recurrent
expenditure grew by 19,5 Per cent a year, S o

F deem [N SPNRREENE 88

It is difficult to comment uvn the development budget-as such because it only covers
& very small part of capital spending undertaken by or on behalf of the Government. It
Was shown earlier that grants received by the Government are exiremely high and have
been used to finance substantial capital spending.

8, Money and banking

- Up to.and including 1974 “the major determinant in the increase in the money supply
Wwas the giowth of domestic credits Betweén 1970  and 1974 net claims on Government.rose
from 1,166 million francs to 3,017 million and claims on the private sector increased . -
from 472 to 1,852 million. Net foreign assets were 825 million francs at the end of
1974 compared with 337 million at December 1970. The result was that money proper rose
from 2,160 millivn to 4,981 million francs over this four year period equal to a rate
of 22.3 per cent a year. Growth in quasi-money was less and in any event the: total at
December 1974 was very small at-only 174 rillion francs. Cem

Siﬁcé'l974‘the majof factor behind the increase in the:moneyléﬁpply has béén-the 2

rise in net foreigh assets resulting from a combination of an inflow of -foreign resuvurces
and in 1976 and 1977 high coffee prices. As ‘shown in table 6 net foreign assets rose by
1,230 million t0'2,055 miiliun francs a+t Dngmbér‘l975, to 4,544 million at December

1976 and_7,227_milliun at December 1977. A total rise of 6,452 million francs in .ihe
three years to December 1977 was accompanied by an increase in money proper of 4,474
million and in total money supply inecluding quasi-money of 4,706 million francs. . The
fall in net claims on Government was 2,758 milliun francs in this periocd but other
domestic credit rose by 2,032 million. Over the full seven~year perivd to. December 1977
noney proper ruse by an average of 23.3 per cent a year and claims on the private sector
by 34.9 per cent a year. The rapid rate of increase in the money supply has obviously
had some influence on Rwanda's substantial rate of inflation.
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Buanda: Table 6. Monetary survey, 1970 and 1974~l9?8'(miliipns'of'Rwanda francs)

e

'Decemhér December December December December ' April

1970 1974 1975 1976 1977 1978
Net foreign assets 337 825 2 055 4 544 7 227 8 286
Domestic credit _ - :
Net claims on Government 1 166 3 017 2 469 1 564 259 <717
Claims on official entities 21 150 388 403 231 210
Claims on private sector a/ 472 1852 1 682 2091 383 2399
Money 2 160 4 981 5 421 7215 9355 8 310
Quusi~money : 104 174 277 325 508 299
Other items (net) -267 732 895 1061 1690 1 568

Sources IMP, International Financial Statistics, vol. XXX, No, 12, December 1977;
vol, XXXI, No. 9, September 1978,

a/ TIncludes other Tinancial institutions.

9. Wages and prices

In the period under review wages and salaries have been adjusted several times. In
1974, the status of civil servants was changed and their wage and salary levels ranged
between 33,600 to 391,200 francs per year. In the private sector, minimum wage rates
vary according to occupation and economic sector. The lowest rate was 60 francs per
days : ,

Up to 1973 the rate of inflation was fairly modest, but since then substantial
Price increases have taken place, As measured by the general index uf consumer prices
there Wwere increaser of 30 per cent or more 1n both 1974 and 1975, some slow—down in
1976 to only 7.1 per cent but in 1977 consumer prices rose by 14.7 per cent and first
indications are of a further rise in 1678, Over all, the level of Prices in 1977 was
137 per cent higher than in 1970. Food prices at the producer level measured from
Ministry of Agriculture data show an average growth of 15 per cent per year between 1972
and 1977. There has been considerable inflation, and it has affected most types of
consumer., : . ‘

10. PEmployment and unemployment

Rwanda's population is inereasing rapidly and there is similar growth of the active
population. With a large enphasis on self-employment in agriculture, wage earners,
accurding lto official ‘eciimates, number only 133,000 out of a total active population
probably " excess of 1.8 million,

The bulk of active population being employed in agriculture, the impact of
unemployment is not particularly visible. 4 survey in 1970 estimated that 4 per cent of
the active population was unemployed, and it seems likely that the bercentage has
increased since then or at best has not fallen. The increasing pressure on the land and
the desire of school leavers for wage employment ocould combine to create a serious
unemployment problem in the future.



il. Other social sectors

(a) Education. For the school year 1976/77 there were 457,566 pupils ‘and students
enrolled in various educativnal establishments in Rwanda distributed as follows: 434,150
pupils in primary schools, 9;319 students in post-primary education, 12,510 students in
secondary schools and 1,577 in higher-education; including 508 students abroad. The
level uof education expenditure already accounts four 24 per cent of the total recurrent
budget and it is probabdly fortunate that there is this overwhelming emphasis on primary
education. However the primary enrolment rate is still less than half the eligible age
group and between 1973 .and 1977 when the number of school-age children grew from 902,000
to 987,000, the number of pupils enrolled in primary schools grew from 400,000 to 434,000
so that the enrolment ratio remained constant at 44 per cent. Any significant advance in
the primary enrolment ratio would appear to depend very much on more external aid for
education, cokoowl G

4 reform of the schoul system is being introduced by the Government 80 that
education will prepare youngsters to live and work in the rural areas. This is to_help
speed up the develupment of agriculture. AT I g

(b) Health. Infectivus and parasitic diseases are still widely prevalent and
diseases such as malaria, measles and influenza are also affecting the population,.
However progress has been made in cuntrolling diseases, and in the periuvd 1970-1975 the
over-all mortality rate has fallen by 21 per cent, to reach 24 per 1,000 population. In.
1976 there was an average of one dvctor for each 39,661 people. The number of doctors
is still very low in relation to the total populatiuvn but there has been a distinct
improvement since 1970. 4t the end of 1976, there were 349 hOSpltals and other medical .
institutivns in the country against 220 in 1970. The number of beds in these R
institutivns had grown to 6,709 beds against 4,689 in 1970. During the year 1976, 1n N
the framewurk of the self—help "umuganda" programmes, the population. built for. 1tself a
number of dispensaries and health centres. However, once built there was the. problem of,
their stafflng in the 11ght of the 11m1tcd numbers of personnel being tralned .each year.

B.  MAJOR PROBLEMS

Its geographical positivn imposes cunstraints on Bwanda's economy especially with
the high cost uf transport to and frum the coast. Congestivn at various ports ovn the
coast uf the Indian Ocean has aggravated the problems of supply encountered by Rwanda.

The high density of poupulation and the lack of new land to exploit are becuming
serious and at the same time, erosivn is threatening existing cultivated areas.

These particular proublem areas serve only to reinforce the need for internaticnal
assistance tu Rwanda.

Ca INTERNAL DEVELOPMENT POLICIES

Since indepencence two development plans have been launched, including the current
plan covering the years 1977-1981l. Folicy aims are to develup the basic transport
infrastructure with the aim of improving the internal system and in co-operation with
neighbouring countries, to attempt to lower the itransport cosis on imports and exports;
second the intensification of agriculture where more modern techniques are needed to
raise productivity per unit of land so as to meet the needs of the rapidly increasing
populativne. In the framewuork of the secund plan, specific programmes are designed to
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create an improved form of housing taking into account the traditions of the country and
its resources; to reform educatiovn in order to adapt it to local needs and especially the
local job market; to rationalize public investment and to decentralize administration

80 that smaller units will become the focus of development. ‘

The high rate of price increases for both imported goods and local products including
food has presented particular problems to the authorities but Rwanda has little contrul
over the cost of imports and internally there is little that hag been done to date to
reverse the reaction of small-scale producers trying to maintain their purchasing power
by raising fooud prices in the light .of increasingly coustly imports. - '

D. PROSPECTS FOR 1978 TO 1980

It is doubtful that the high coffee prices of 1976/77 will be achieved agaiﬁ in the
near future, and this means that economic results in 1978 are likely to be less favourable
than in 1977« In 1979 and 1980 much will depend on the level of capital expenditure and
the level of foreign aid. The prospects here seem fairly hopeful and it can be agsumed
that Rwanda will continue on its present course of moderate growth. '

Co~operatiun with neighbours is essential for Rwanda which depends for virtually all
its imports and exports on other countries? transport system. So persistant effourts have
been made to reinforce these links and relationships with Uganda, Kenya and the United
Republie of Tanzania. Rwanda has also entered into the Econumie Community of the Great
Lakes Countries (CEPGL) in partnership with Burundi and Zaire. This group has facilitated
relations with Burundi, enabling Rwanda to use the rort uf Bujumbura under more favourable
conditions, The Community has also begun to co-operate on industrial projects and agree-—
ments have beén reached between Rwanda and Burundi to share and allocate some industries
80 as to avoid duplication and unnecessary competition. Further, the community holds the
promise that some import projects like the joint exploitation of the methane gas of Lake
Kivu will be undertaken, with the related possibilities of fertilizer production.
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 SENEBOAL
A+  ECONOMIC AND SOCIAL DEVELOPMENT, 1970-78

1. Introductivn

The economy of Senegal in the period 1970 to 1978 has been influenced most strongl,
by the variativns in the rainfall pattern which has affected the size of .the major ctrop,
groundnuts, and the wide variations in this crop has had a particular impact on govern-
ment revenues, export earnings and the output uf the manufacturing sector. The switch-
back record of output of groundnuts has made it difficult to maintain the planned level
of investment, made it difficult to achieve a regular growtih pattern in government
current expenditure and has caused wide fluctuations in the incomes of reasant farmers,
After three relatively satisfactury years for groundnut production in the seasons ending
in 1975, 1976 and 1977 there was a fall.in output in 1977/78 and' this has had tHe effect
of reducing expurts from Senegal in 1978 by more than one~third from the level of 122
billion CF4 francs achieved in 1977. There had been growth in the econumy estimated at
constant prices at more than 4 per cent a year in both 1976 and 1977 but the sharp set-
back in groundnut output in 19?7/78 eliminated all the gains in these two ¥ears so that
the 1978 GDr at constant prices will probably be little changed from that of 1975.

The impact of the drought years of the early 1970s was serious in Senegal and
between 1970 and 1975 the average GDF growth rate at constant prices was only 2.3 per
cent a year. With the setback in 1978 the average GDP growth rate between 1970 and
1978 appears tu have been reduccd to below 2 ber cent & year at a .time when. the --
population growth rate was 2.8 per cent a year. There thus appears to have been a
reduction in GDP per head over this period. From 1970 to 1977 the average aanual- GDP
growth rate dt cénstant prices was in the region of 2 per cent. At current prices the
rate of increase was about 12 per cent a year but there was a fall of about 5 per cent.
at current prices in 1978, ~The apparent GDP deflator between 1970 and 1977 averaged
9.8 per cent a year which may be compared with the average annual increase in consumer
prices uf 9.5 per cent. Measured. by the index for africa families with traditional
patterns of expenditure the increase in consumer prices was 1l.4 per cent a year.

While inflation in Senegal has nut been. excessive during the perivd under review,
there were rises of 13.9 per cent in consumer prices in 1974 and uf 22 per cent in 1975,
the years of relatively high inflation. In the years.'97l, 1972, 1973, 1976 and 1977
rises in prices of around 6 per cent a year were more. typical.

The banking statistics. .show that Trom December 1970 to December 1977 money and
quasi-money rose by an average of 19.7 per cent a year; this rise in money supply was
linked to the increase in domestic credit of 23.3 per cent a year at. a time when net .
foreign assets " moved from a positive CFAF 5.21 billiunm to a negative CFAF 12.93 billion.
The rise in both domestic credit and money Supply continued in 1978 and in the.second
quarter of 1978 consumer prices were 10 per cent higher than in the same periud of
1977 with some increase in the level of inflation between 4pril and August 1978, Net
foreign assets continued to decline in 1978 with the July figure falling to a negative
CFAF 21.5 billiun. ‘

The bvalance of payments figures show a strung capital inflow and an increasing net
inflow uf net transfers to the Government but in certain years notably 1973 and 1978
there have been substantial falls in the level of Senegal's international reserves
because of the very large deficits in the external trade account. One result of the
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substantial_capital—inflow-this.decade is that the countryls-external .debt has-risen
- substantially and debt service has begun. to-present problems in a year such as 1978
Wwhen expurt earnings have fallen suv drastically.

The rains from July to Octuber 1978 appear to have been very good and thls should

produce bumper crops in the 1978/79 season bringing some easing of the balance of pay—
ments situation in 1979. gk

2. GDP by industrial origin

The estimates of Senegal's GDP given in table 1 have been made at ECA based on
incomplete data from that country. These estimates show rises in GDP between 1970 and
1977 which average 2.l per cent at cunstant prices and 11.9 per cent at current prices
with impliecit GDP deflator of a mere 9.8 per cent yearly. For agriculture which is
still the predominant sector in the economy, the annual growth rates in its value added
“Were 9.8 per cent at current prices but unly 0.2 per cent at constant prices. The "
virtual stagnation in agricultural productiun has been due to the very erratic nature
of the rainfall pattern and has had. the effect of encouraging very extensive mlgratlon
from the rural areas to the towns and cities. '

Agriculture’s_share of GDP at current prices fell from 27 per cent in 1970 to 23.6
per cent in 1977. This compares with rises uf from 14.6 to 15.9 per cent for manufactur
ing industry, from 4.3 ito 5.2 per cent for the construction indusiry and from 18.7 to
20.0 per cent for commerce.

Senegé.l: Table 1. GDP by source, 1970 and 1975 to 1977 ( billions of CPFA franés)

1970  Percentage 1975 1976 - 1977  Percentage

Agricul ture, forestry ' '
111.0 "112.2 108.5 2

and fishing 5645 27.0 3.6
Mining. 242 1.1 20.6 12.8 11,0 244
Manufacturing 30.5 14.6 52.7 60.7 172.9 15.9
Electricity etc. 5.1 2.4 10.5 12.4 13.% 3.0
Constructiun : 8.9 4.2 16.5° 19.5 24.1 52
Wholesale and retail trade 39.2 18.7 70.4 " 80.4"° 91.7 20.0
Transport and communications  16.5- 7.9 31.5 ° 33.8 35.3 Te7
Other services 50.5 24.1 B4.2 91.2 102.1 22,2
an® at current factor cosi 209.4 100.0 397.4 422.9 459.1  100.0
GDP at 1970 factor cost 209.4~ - ' 225.4 237.2 242.2

Source. ECA estimates based on Jatlonal data from Senegal.

The growth rate ovf value added in manufacturing industry at constant prices was
T«2 per cent a year between 1970 and 1977 but fur the remainder uvf the non-agricuitural
- poonomy, the average increase was only 1.5 per cent a year. The services sectors in
particular were adversely influenced by the very poor real growth in agriculture.
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3. Selected economic sectors

(a) Agricul ture, forestry and, flshﬁng. While the shuare of this sector to GDP had
fallen to only 23.6 per cent ol the total in 1977, egrlculture and livestock herding
occupies & large-prepurtion of  the labouf force.: Howevef, the series of drought years
8o far this decade has had an important influence un peasant agrlculturlsts and pastora-
ligts with the result that large numbers of worlkers in these pursuiis have been moving
to the urban areas and cltlee in an attempt to change their way of life.

GrOundnuts are the key product in the ecunumy and when rains are poor as in 1970,
1972, 1973 and again in 1977, the impact on groundnut production and the economy as a
whole is partloularly severe. The rainy season July to Octuber 1977 was. below normal
and patchy and-the groundnut crup reaped in the 1977-1978 season was 1ess than half
that of the 1976—197? season and just over a ‘third of that of 1975-1976. Millet and
sorghum productivn also fell in 1977-1978 but by no means as much as for groundnuts.

"In the first seven months of 19785 261,400 tonnes of groundnuts were sold to the
major oil works. The totals in 1974 had been 422,500 tonnes, 1975, 725,300 tomnes,
1976,900 OOO tonnes and 1977, 816,000 tonnes.

Senegal: Table 2. Principalagrgultural production, 1969/70, 1970/71 and 1975/76 to
1971/78 (thousand tonnes)

1969/70  1970/71  1975/76 - 1976/11  1971/18

Groundnuts® g 789 583 1 444 1 245 600/
Groundnuts suvld 601 454 - 1178 960 459
Seed cotton 12 12 39 45 37
Millet and sorghum ‘ : £35 401 621 - 554 491
Rice paddy 156 ' 91 13 112 - 84

= L N e T —— ao pr———

e e e ——

. Source: .Based.vn .mational data.from Senmegal . . ... .. . et e e
mg/;mEstimate:based on amount.solde . oo e e

Cereal productlon has been 1nadequate for domestic cunsumption fora very long perio:
and imports are generally around 300,000 tonnes a year although in difficult years such
as 1974 and 1978 the level of importatiun can increase gubstantially. In 1978
1t was forecast that a further 180,000 tonnes of cereals would be required.

The livestock sector is also important in Senegal and herds whlch Were hard hit in
the drought years had recovered. by 1977 when there were 2,670,000 cattle and around
3 million sheep and goats. Plg holdlngs were 173 000 and there Were also some T m11110n
poul_t.ry. ar e e Crrr—— | am————————— - B e T s =

The fish catch is large and had Urown rapldly from 169, OOO tonnes in 1970 to
347,000 tonnes in 1974. However the catch has stayed at around the 1974 level in the
three years 1975 to 1977. Tunny fishing is important commercially and the catch in 1977
was 11,902 tonnes. :
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(_) Mining: Twu types of phosphate are mined, calclum phosphate and alumlnlum
phosphate, the furmer is much more impurtant.

: Output of calclum phosphate was 998,000 tonnes in 1970 and had increased to 1,500,0C
tonnes in 1975 and stayed a2t this level in 1976 and 1977. Eheq.anﬁty of aelmirdium phosphate
mired was 130,000 %ornnes inl970 and this rose to 201,000 tonnes in 1975, 208,000 tonnes in
1976 and 275,000 ‘tonnes in 1977.

In the first eight months of 1978,1,060,000 tonnes of calcium phosphate and 147,000
tonnes of aluminium phousphate Were produced.

(c) Manufacturing: Output in this sectur is heavily influenced directly by the
level of the groundnut crops and indirectly by the size of the peasant's incomes and
their impact on the demand for locally produced consumer goods. Products range from
food, drink and tobacco through textiles, fertilizers, sovaps etc., to petroleum refining.

An index of industrial productiuvn is published which includes the output of mining
and electricity and water undertakings. This index based on 1969 was about 107 in 1970
and had risen to 147.6 in 1975, 165.0 in 1976 and 185,0 in 1977 In the first half of
1978 it fell back to 139.4 because uvf the poor performance of the oil expressing plants.
ror comparlson the flgure for the flrst half of 1977 was 153, 8. . .

For manufacturing 1ndustry the index had risen from 105 in 1970 to 146 3 in 1975,
165.5 in 1976 and 182.2 in 1977. In the first half of 1978 there was & decllne to 127 1
but-some part vf this fall Was due to seasonal factors. e

~Tthe output of selected manufaciured producto is given in table 3. There is a proje
under development to add 200,000 tonnes to the capacity of the pil expressing industry
which at prescnt is 1,030, OOO tonnes. This new plant should be operativnal in 1981.

In August 1978 various changes were made to the customs tariff to provide a greater
level of protoctivn fur certain manufacturing enterprises.

Senegal: [Table 3:  Output uf selected manufactures, 1970 and 1975 to 1977 -

1970 1975 1976 1977
Crude groundnut oil ( thousand tonnes) 177.4 250.5 307.1 286.4
Beer and soft drinks ( thousand hl) 258.2 460.6  513.8 644.8
Iump sugar ( thousand tonnes) ‘ 2;:? 32.8 - 33.3 T 44.2
Textiles (tonnes) . 4 3652 e 4 455 5 131
Shoes ( thousand pairs) o T -5 292 5 172 6 151 “6.043 v -
Tobacco products (tonnes) 1 647 2 189 2 217 2 265
Cement ( thousand tonnes) 241 357 396 329
Petroleum pr~ducts ( thousand tonnes) 546 541 645 668
Tunny - fish (tonnes} 10 549 14 225 16 044 11 670

Source: DBased on national data from Senegal.

a/ 1971,
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Electrlczt » The rapid growth in eleciricity production‘and;consumptipn
prevalent since 1960 has continued in the 1970s. Output was 323 million kWh in 1970
and reached 4952 million in 1977 equal to an average growth rate of 6.3 per cent a

Joear.

(e) Construction. Output in this sector has risen substantially since 1970 and as
shown earlier there was an increase in its share of (GDP from 4.2 t0 5.2 per cent between
1970 and 1977. At constant prices the growth rate was 4.2 per cent a year. The level
of investwent planned for the 1973~1977 plan was CFAF 322.4 billiun but actual realizat-
ions reached only CFAF 170.5 billion. For the 1977-1981 plan the investment planned is
CFRAF 410 million a very substantlal advance on what was actually realized in the previou:
plan perlod.

(£) Iransport services. The port statistics and those for the international airport
show considerable growth but the railway tonnage figures reflect a situation of stagnat—
ions There has been an advance in the number of commercial vebhicles on the road in-
dicating some tendency to move to road transport at the expense of growth in pail tranSn
port, ©Some data are presented in table 4.

Senegals Table 4. Selected transport indigators, 1970 and 1975 t0 1977

. 1970 1975 1976 1971

Portaﬁ/ | . L ‘ Afiﬁtf'?ﬂfw" i
Freight loaded (thousand tonnes) 1 668 2188 2346 2 680
Freight unloaded {thousand tonnes) ‘ 1 900 1 562 1636 1907
Railways . - S , '

_ Freight {mn tonné/km)‘ - . “”:‘ . ngwym. . 369 3n 306
Roads . PR . Lo . e - e . e e i s tmm—— s o ———— = -
Commerclal vehicles (thousand) 22.1 26.8 28.1  ees
Airgort
Passengers handled (thousand) L3519 . 625.7 - 63665 - T5T.1

Sourcet Based on nafionai“daté from Senegal.
a/ Dakar only.

Consumptivn of petroleum pruducts excluding diesel oil and fuel o0il was 170,000
ocubic metres in 1970 and 286,000 cubic metres in 1977¢ the growth rate was 7.7 per cent
a year. Over the same perlod cunsumptlun of diesel fuel rose from 28,300 tonnes to
40,500 tonnes with a growth rate of 5.2 per cent a year.

All the pertinent 1ndlcators p01nt to a growth rate in the volume of transport
services of at least 5 per cent a year. However, the value added by transport for the
GDP at constant prices shuws a growth of only 0.6 per cent a year.
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(f) Tourism. There-was a rapid growth in. the number of visitors- from 40 000 in
1970 to 163,300 in 1977 and earnings from tuvurism have helped the economy to develop.
The building of a number uof additiovnal rooms at hotels and holiday villages had been
proposed during 1973 to 1977 to add to the total of 3,340 beds available in 1973.

‘4.  Bxpenditure and the QDP

As shown in table 5 oonsumptlun expenditure; both private and public, took 88. T
per cent of the GDP at market prices in 1970 and 88.8 per cent in 1977. Thus domestic
savings were 1l.3 per cent of GDP in 1970 and were virtually unchanged at 11.2 per cent
in 1977. However, over the period under review the net inflow of goods and services
rose from 4.4 to 7.2 per cent of GDP and this increased inflow enabled the proportion of
resources to be spent on capital formation including additions to stocks to raise from
15.7 per cent to 18.4 per cent of GDP.

Senegal:-)Table 5. Expenditure and the GDP, 1970 and 1975 to 1977 { billiona of CP4
francs . . .

1970 Percentage 1975 1976 “197%' ?ercentége‘

At current prices

Private consumption o 1773 ~ 73.8  325.2 340.8 375.9 73.4
Public oonsumption 35.7 14.9 61.8 70.0 178.9 15.4
Gross fixed capital formation 30.0 12.5 63.0 177.0 85.5 16.7
Change in stocks 1.7 3.2 15.7 7.0 9.0 1.7
Ixports less imports of goouds

and services -10.6 4.4 ~22.2 =22.9 =37.0 -T2
GDP at current market prices 240.1 100.0  443.5 472.3 512.3 100.0

'*Sourcq= ECA estimates.

Be Externgl trade and balance of payments

There has been an increasing trade deficit recurded for Senegal so far this decade
and for 1977 the estimated trade figures shuw that exports covered 75 per cent of impors
compared with 78 per cent in 1970. PFor 1978 after the disastrous groundnut season of
1977/78 the coverage of impurts by exports would have fallen drastlcally probably to
a figure of around 50 per cent.

Groundnuts and its products (0il and residues) made up 56 per cent of exports in
1976 and thetﬁercentage would not have been markedly different in 1977. Other'signifi-
cant . products include fish and canned fish and crude phosphates,

Major groups amongst impourts in 1976 were foodstuffs, fuels and lubricants and
machinery and transport equipment. Since 1970 the value of imports of fuels and
lubricants have risen fastest because of the large price rises but the cost of food
imports has virfually ‘doubled while for machinery and transport equlpment the value has
more than doubled because of price rises and a greater investment effort.
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goods and services has been covered by & higher net 1nflow of tranafera and capltal but

that the internationel- reserves were also run down significantly in - 1973 and td-a lesser

extent.in 1974.. -The use of IMP credit enabled the 1nternat10nal reserves to he inoreasci

aubstantlally in more.recent years.

Sene 13 Table 6. External trade and balance of paxgents, 1970 and 1975 to 1971
(billions of CFA francs) ‘ _

\ 1970 1975 1976 1977
External trade : ..ii.} -, ‘ : o ‘ o - : :
Exports | | 42.18 99.10 © 117.09 122.0%
Imports | | 53.86 . 124.62 . 153,89 . 163.6
Balance | o ~11.68 ~25.52 36,80 = —41.6
Balance uf payments o | o
Goods and services.(nek) .. . . . ~13.64 - =36.37 - ... sl :
Private transfers (net) -2.50 .64 -

Government transfers (net) 11.66 17,30

Capltal e e e e e B T s, 99 78, e 19.01 e R R ZE A sid besh ek G
Reﬂerves and related 1tema L e -3.22 . - 0,96 ‘

Errors and omissions . o392 0 LA

Source° Country data and IMF,Internatlonal Flnanclal Statistics; VUl.-XXX No. 12

December 1977 and Vul. XXXII, KNo. T e January 1979. O .
R —a/ .,Reu.gh__,,“.e%lm;beg.- 0‘1’1‘1"}":-" T N ‘ o
6 e .. Develomentﬁﬂ’and_ ext emal ,..d._ebet e e e e o C e T R CLE L Jeldi b ek dm e e e e e

The balance of ‘payments figures show that'nét transfers receipts to the Government
increased from CFAP 11.7 billiun in 1970 to CFAF 17.3 billiovn in 1975. It seems likely
that the aid inflow represented by such figures has increased Turther since 1975 and onec
report stated that French aid had doubled in the five years to 1977 and was valued at
approximately CFAF 22 billion in that year.

Apart from aid proper, benegal has been borrowing fairly heavily and the level of
its external debt has increased. Investmunt payments rose to CPAF 16.4 b1111un in 1975
from CFAF 4.8 billion in 1970." According to the World Bank, Senegal's serv1ce payments
on external deébt vWere equal to 6.1 per cunt of exporta of goods and services in 1976.
With the fall in expurts and the increasing trend in debt serviece payments, this proport
ivn would have risen significantly in 1978. }
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Te Government revenue -and-expenditure

As indicated earlier:the actual level uf government revenue varies being dependert
to some.extent on.the siZe of the groundnut crop and the level of peasant incomes. In
a gouvd crop year consumer demand rises sharply and customs and excise collection increa: -
accordingly. However, the data given in table 6 show that over the seven years 1970/71
to 1977/78 recurrent revonue has-increased at an. annual average rate of 15 per cent but
Tigures for 'the years not given in the table shuw a relatively small rate of inérease
up to 1974/75 but large subsequent rises.

" Qovernment recurrent expenditure has risen less rapidly than revenue and up to
1977/78 it was possible to allocate the larger surpluses to the capital account. The
average increase in recurrent expenditure from 1970/71 to 1977/78 was 12 per cent a
year and the recurrent budget surplus in 1977/78 was CPAF 22.7 billion compared with
CRAF 2.0 Dbillion in 1970/71. However, the budget estimates for 1978/79 show that the
budget surplus could be as 1ow as CPAF 2,5 billiun as revenue is expected to fall slight
1y at a time of increasing expenditure.’

The level uf ¢apital spending has risen very rapidly this decade from CFAF 1.2
billion in 1970771 to CPAF 26.1 billion in 1977/78.

Senegal: Table 6. Government revenue and expenditure, 1970/71 and 1975/76 to 1978/79
(millions uf CFA francs) -

*

1970/71  1975/176 1976/17 1977/782/_ 1978/79%

. Recurrént receipts 38 933 68 728 BO 466 103 882 103 470
Recurrent expenditure . . 36 954 .60 313 4. 74 577 81 181 -101 000
Capital receipts 75 . -1 578 . . 4 748 sow 32 530
Capital expenditure 1 169 8 853 16 226 26 112 35 000

Balance + 885 +1 140 -5 589 ves Nil

Source: National data up tu 1977/78. Press repurts for 1978/79.
a/ Estimated cutturn.
E/ Budget estimates.

Up to December 1975 the size .f guverniaent borrowings from the banking system was
quite small but in 1976 net claims of the banking system on the Government rose by
CFAF 12.14 billiun and there was a further increase of CPAF 2,66 billion in 1977. Data
for the first seven months of 1978 suggest a further substantial rise in the government!':
debt to the banking system. '

A press report in 1978 stated that measures had been taken in August by the Govern-
ment to raise variovus customs duties in order to increase buth revenue and the degree of
prutection for lucal industry.



8. Money .and banking o e
The data given in table 7 show that Senegal has pursued a generally expansionist
credit policy since 1970 and total domestic credit has increased frop JEEF-37.52-billionat

December 1970 to CFAF . 162.72 billion at December 1977 equal to an average annual growth
rate of 23+3 per cent. : : - o

Senegal: Téble 1. Mbnétary survey, 1970 and 1975 to 1978 (millions of CFA franés)”

Fnd End . End End July
1970 1975 1376 1977 1978
Net foreign assets - 5.21  =10.31  =10.70  -12.93 -21.49
Domestic credit . : ‘
Net claims oun Government- -0.03 -~ 1.87 14,01 16.67 - 18.27
Claims vn private sector 37.55 106.94 122.97 146.05 164.86
Money 34.50 T5.17 94.89 . 109,12 213689 - '
Quasi-money 2. 77 10.92 18.76 21.85 30,28

Other items (net) 50477 12.41 12.64 18.83 -+ 17.47 -

' Sourbé: IMF, International Financial Statistics, voul. XXX, No. 12, December 19775:
vol, XXXII, Nuv. 1, January 1979. : ‘ -

Over this perivd the level of net foreign assets has declinéd from a positive
CFAF 5.21 billion to a negative CFAF 12.93 billion and this has helped tv keep down the
rate of growth in muney supply. There has also been a particular rise in the quantity of
money held .on savings and time deposits so that the increase in muney proper has averaged
17.9 per cent a year. Including quasi-money the rate of growth in moneby supply was 19.7
per cent annually. ‘

Figures uf the rise in consumer prices show an annual rate of only 9.5 per cent
between 1970 and 1977 which is very much less than the growth in money proper. ‘

In the first seven months of 1978 net foreign assets continued to decline while
domestic credit, muney proper and quasi-money all recorded rises, The increase in muney
proper was unly 4.4 per cent between December- 1977 -and-July 1978 but for quasi=money the
rise was 38.6 per cent. . - , ' '

9. Wapes and prices

Wage rises were granted in 1974 and 1975 to compensate for the reducition in sub-:
sidies on basic food items. These rises Wwere given on a sliding scale with high increases
for low wage earners and much smaller uvnes fer high salary earners. Data since 1975 are
not available. 1 ' ' -

Consumer prices ruse by an average uf 9.5 per cent a year between 1970 and 1977 and -
when measured by the expenditure pattern uf the traditional African family the average
~rate uf increase was 1l.4 per cent. There were particularly large rises in consumer prices
in 1974 of 13.9 per cent and in 1975 of 22 per cent but since inflation has been reduced
to 6 per cent in 1976 and 6.6 per cent in 1977. In the first eight months of 1978 the
consumer prices index ruse by 7.6 per cent with an acceleration in the rate of inflation
since April 1978.
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9. Employment and unemployment LT

5

In 1976 there Wwere 140,000 persons in wage employment. There were possibly a
further 40,000 in 1976 working in the informal sector and the total of 180,000 probably
compares with about 130,000 at the start of the decade. However the main activity of
the 2 million or su persuns econumically active in Senegal is self-employment in agri~
culture, although there are now thought to be about 400,000 persons econvmically active
in the growing urban areas. In the pericvd of the fifth development plan 1977 to 19681

it is-hoped to create 60,000 additivnal joBs in thé private and public sectors but this
total would not be enough to provide wurk for all,

Unemployment has become increasingly serious in Senegal and is openly visible in
the urban areas in particular, The very erratic nature of the rainfall pattern ie the
recent perivd in Senegal has acted as a spur to migration from the rural areas and such
migration to the urban areas has had its own impact un urban unemployment.

10, Other social sectors

(é) Education. The enrolments at the various level in education in 1977 were
346,774 primary, 71,865 secondary and 8,753 higher students; in 1970 the corresponding.
totals were 257,708, 51,221 and 3,55%9. Education development in Senegal has thus tended
to emphasize the secundary and higher levels since 1970 and the primary enrolment rate
in 1977 was 8till only about 34 per cent. However, the faster growth rates in secondary
and higher educatiun mean that now Senegal is in a better position to meet its future
requirements for higher- and middle~level manpover. '

The fifth development plan aims as a minimum objective at maintaining a growth rate
in primary enrolments which is at least equal to the growth rate of the children in the
eligible age group.

(b) Health services. The growth in hospital beds since 1970 does not appear to
have kept pace with the increase in the poupulation so that in 1976 there were on average
844 persons per hospital bed compared with 812 in 1970. The data on the number of
doctors and nurses appear to show the same tendency but the figures available may not be
reliable,

The fifth development plan calls for scme increase in the coverage. of health
Services and emphasizes regional healin centres and supporting units at the required
level. Training facilities are also being extended.

(g) Housing. There is a shortage of housing in the urban areas and only 10 per
cent of all wage and salary earners have incomes enabling them to take advantage of the
facilities offered by the Office for Housing at Moderate Rents. The (overnment has

. therefore accelerated the development of its site and service policy as well as other
programmes to increase-the availability of housing. At least 5,000 dwellings and 22,100
site-and—~service plots are expected tov be developed in the four years to 1981.

L

B. MAJOR PROBLIMS

Probably the must serious of Senegal's prublems is the erratic nature of the rain—
fall which can cause a variation in tutal crup productivn of as much as 50 per cent’
between seasons. In the particularly bad drought period of the early 1970s livestuck
‘losses were also very heavy. ' :
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In seasons where agricultural output is seriously affected, the country 5 balance ‘
of payments in the following calendar year can reach a dangerous level of dlsequlllbrlum.
This is the ‘case in 1978 when the poor groundnut ¢rop of 1977/78 has led to a fall in
export earnings estimated at around CFaR 50 blllion ur about 40‘per cent of the value of
exports in 1977. At the ‘same time Qovernment revénués can be hard-hit and very low
peasant incomes have an adverse impact on consumer demand. In addition the 0il express-
ing plants can only work at a portiun uf their capacity because of shortageg of raw
materlals. ' -

One other adverse effect uf the switchback in groundnut productlon which has
prevailed much of this decade is to encourage migration from the rural areas. One
estimate is that emigration from these areas is running at 50,000 a year or equal ‘to
about 1 per cent uf Senegal's total population. The scale of this migrativn is creatlng
problems. in the urban areas, not least of rapldly 1ncreasing unemployment. S

Senegal also suffers from a permanent deficit in its cereal output related to
demand, - In bad years this 300,000 tonnes deficit has to be supplemented by as much as
an additlonal 200,000 tonnes. ,

Ce INTEENAL DEVELOPMENT POLICILES

The authurities have been strlving for some time to diversify the economy in order
to reduce the dependence on the single crop, groundnuts, but there is also evidence of
a desire to increase the capacity of the country's oil expressing plants which must
presumably be related to the expectation of a continuing increase in total groundnut
production on a long term trend basis.

In the field of manufacturing industry the strategy for development in the 1960s
was import substitution; in the 1970s export industries received some emphasis and the
latest strategy is towards more fully integrated industries to increase linkages within
the economy.

The GDP growth rate aimed for in the 1977 to 1981 plan pericd is 5.8 per cent a
year and the investment forecast of CFAF 410 billion over 4 years is more than twice as
high as that actually realized in the previous plan period. The division of invesiment
‘expenditure emphasizes agriculture, industry and the infrastructure. For industry a
growth rate of 7 to 8 per cent a year is aimed for.

As mentioned earlier, in August 1978 measures were taken to increase the level of
tariff protection on selected sectors of manufacturing industry to improve their capacity
working.

The Government has been following policies aimed at stimulating agricultural
production and there is an emphasis on increasing food output, prices to farmers have
been increased and the marketing of groundnuts has been reorganized.

Measures to control of the country's water resources are being carried out in
co—operation with neighbouring states all of whum are in the Sahel group of countries.
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D. PROSPECTS FOR 1978 TO 1980

The yéar 1978 has proved to be extremely difficult with a large deficit on external
trade mocount, stagnation in Government revenue, a substantial fall in the QDP at
constant prices and some tendency towards increasing inflation. One estimate is that the
GDP at constant prices may fall by 10. per cent but this may prove to be an overeatimate.

ﬁar“1979 the prospects are much brighter, the rains in July to October 1978 were.goad
and a bumper groundnut harvest is promised. This should more than-.offset the losses
incurred in 1978 and restore growth in the economy. .

E. ECONOMIC CO-OPERATION

Senegal is actlvely co—operatlng w1th Mali and Mauritania on the development of the
River Senegal basin and with Oambia on the development of the basin of the River Gambia.

In the River Senegal the building of two large dams, Manantali and Diama is +o-
proceed in stages and of the total cost currently estimated at $US 872 million, contribit-
iong totalling $US 406 million have already been obtained. The projects cover agricultur:
industrial, mining, developments and river navigation. S L

In the River Gambia basin it is hoped to irrigate an area of 100,000 bectares and tc
produce hydro-electric power. 4 number of dams are tv be built. . .
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SEYCHELLES

Ae ECONOMIC AND SOCIAL DEVELOFMENT, 1970-~1978

1.  Introduction

The rapid growth of the economy of the Seychelles since 1970 originated in
the opening. of the international airport in July 1971 which has led to increasing
numbers of tourists visiting the islands and to a fast growth of hotels and other
tourist facilities. The construction industry expanded rapidly in the early
years of the decade and after some fall managed to maintain its level of employment
in recent years as development expenditure has continued at a substantial rate. The
population in 1977 was counted at 61,900 and there were 37 per cent living in the
urban area of Victoria andits suburbs. Virtuaslly all eligible children were attending
primary school and substantial numbers were in Junior and senior secondary education.
There were 23,400 persons actively employed and 2;600 others seeking work.

The growth rate of the economy at constant prices from 1970 to 1977 has probably
averaged 6 per cent a year; at current prices it has been much faster because of the
substantial rate of inflation sparked off t6 some extent Wy The development of tourism
but also by international events. Between 1971.and 1977 the GDP growth rate at current
prices was about 26 per cent .a year.giving an.implicii . GDP deflator of 19 per cent
a year., In fact consumer prices rose by 224 per, cent or an average of 18.3 per cent
a Year between 1970 and 1977, .In 1978 the rate of inflation appears to have declined
to 11.7 per cens. ; .

i

" Total imports and exports were valued at‘67;8 million Seychelles rupees in 1970
and at Sey.R's 427.5:million-in 1977 equal to an average growth rate of 30.1 per cent
a year. However, imports have grown much more rapidly than domestic exports and
their net total excluding reexports rose from Sey.R!'s 54.2 million in 1970 to 296.3
million in 1977 domegtlc exports grew from Sey.R's 10.2 to 24.4 million. -

The very large and increasing - trade deficit has been covered by the earnings
from tourism and the inflow of foreign funds for development., In 1977 tourist earnings
(gross) were estimated at Sey.R's 175 million but this may be an overestimate.
Whatever their level they were certainly sufficient to pay for rore than half the
vigible trade deficit of Sey. R's 272 million in 1977. The capital and aid inflow
covered the remaining part of the deficit and there was a2 small increase in net foreign
assets,

The development of torism and associated capital expenditure on the economic
infrastructure and hotels has had an important ripple effect on the economy as a
wheole but major beneficiaries apart from hotels and restaurants have been commerce,
transport and services. Unfortunately, the major productive sector agricul ture,
forestry and fishing has seen little increase in the volume of its output this decads
and imports of food and live animals have risen much more rapidly than the walue of
agricultural output in order to meet the increasing demand.

The development plan for 1978 to 1982 is intended to attempt to remedy the housing
problem, to improve the living conditions of all Seychellss, to raise food production,
and to aim for full employment, The plan covers a total investiment of Sey.R's 861
million at 1978 prices and includes a high element of construction estimated at 510
million. The major sectors are fishing, agricul turd,water development, eduoatlon
and housing and port expansion.
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In 1978 the tourist industry has continued to grow with arrivals 19 per cent
higher in the first 11 months of the year than in the same period of 1977. This
has probably led to a fuwrther rise in imports while higher capital expenditure has
had the same effect. The rise in consumer prices in 1978 has been more muted than
in earlier years, .the index for January to October 1978 was 11,7 per cent higher -than
for the first 10 months of 1977. The indications.are for a further rise in GDP at
constant prices of about 8 per cent and at current prices of about 20‘per cent in 1978,

2. GDP Uy'indugtrial-origin
The data for the CGDP are constantly being reyis;d'and.it is likely -

théf.BStimates prepared for 1971 are not stricily comparable with those for 19%8;
However, what is available is presented in table 1. L

Seichelles: Table 1. _GDP by_sdurce,-1971 to 1976 (million Seychélles'rupees)

Current prices. . - . - 1971 Per cent. f975 1976 Pgr:oent

Agridulture,-forestry, fishing 1745 21,2 31,0 52.8°  15.8
Mining OQ2 0-2 seas . 16.2 N .. .
Manufgoturingé/ o _ 1.12/ 1.3 10.0 ; : e
Eleetricity and water 0.7~ 0.8 : 3.0 41 1.3
Construction o 16.1 19.5 20.0 35.0- .- 10.5-
Wholesale and retail trade ) ' - Cen w qe/ - S
Hotels and'regtaurants 3 10.4 L 12.6 . 20.0 62'1:§. 18f6' .
Transport and communications ‘ 3.5 4.2 ;30.d5/ 51.7G 15.5
Services . : 33.2 . 40.2 63.0% 111.6  33.4
Total GDP at factor cost = 82,7  100,0 -  207.0 '333.5 100,0

Source: Based on national data from‘Seychellés.
é/ and handicrafts.

b/ Flectricity only. .

o/ ‘Estimates. A _ S .
5 Béfﬁeen‘1971 and 1976 tLe share in GDP of comimerce, hotels ard restaurants,
transport and manufacturing including handicrafts expanded considerably. The .
particularly high increase of from 4.2 per cent to 15.5 per cent for transport and
communiocations was due to growth in all forms of transport. The handicraft sector:
- has grown to meet tourist demands while there have been a number of new factories
devéloped in manufacturing. -The share of manufacturing and handicrafts in GDP rose
from J.1 'to about 4.8 per cent and of commerce hotels and restaurants from 12;6 to

about 18.6 per cent. | N _ , . -
Sectors to show declining impcrtanceiin the GDP between 1971 and 1976. include
agricul ture, forestry and fishing, Jown from 21.2 to 15.8 per cent; construction
with a fall from 19.5 to 10.5 per cent and other services from 40.2 to 33.4 per cent.
¥While the economy has been diversified over this period it has become increasingly

dependent on tourism.
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3., ‘Selected eoonomie sectors

(a) agrioulture, forestry, fishing. Tree erdps are partioulazly important in
agricul ture ‘and ex;orts from the Seychelles are still heavily dependent on copra and -
cinnamon bark. Coconut palms and cinnamon are grown on plantations in association
with fruit and other trees. Approximately 29,000 acres of the total area cuitable for
orops of 55,000 acres are planted with coconuts and the total ares under tree crops
is about 53,000 acres. In the recent period an increasing propor tion of the coocenuts
produced have been used for food and drink and as a source of cooking oil and soap.
The diversion of labour from agricultural employment to construction and tourism has
led to a considerable decline in copra production between 1971 -and 1976 and the volume
exported fell from 3491 long tons (of 2,240 1b) in 1971 to 2748 tons in 19763 there
was 'a small recovery to 2918 long tons in 1977. There was also a decline in cinnamon
bark exports from 1277 long tons in 1971 to 1153 tons in 1?75g@nd.799-long't0ns-in 1977,

Oﬁhetfaérigulfural products include sweet potatoes, yéﬁgr cassavay bananas,

sugar-cane ‘and  tea, also fruits such as mangoes, pineapple, "pawpaw and citrus. It
was shown ggrlier that-imports of fdod products have risen sharply &ince 1971.

In 197?,thefe were 9472_a¢res;under forests but 6n1y'186Q-acres'were exploited
commercially. There is a policy .of replanting areas 16 hardwoods and the current
programme covers some 200 acres a year,

Pishing production is in'ipéiyeéién of '5,500 “tontres - a year nainly for domes tic
consumption but more recently exports have been developed. In 1977 a total of 417
tonnes of frozen fish was exported. . ... s - o ’ ) )

The Seychelloils are large fish eaters and it is intended to develop the fishing
industry to catch a higher préportion of the fish round the islands. There is a ,
project under development to catch tuna fish and four vessels should be used in this
way in 1979. Most of the catch will be exported in frozen form. Another development
in fishing is the proposal to license foreign vessels so that Seychelles can begin
to benefit from the fish caught in its 200 mile economic zor$, The total area of the
Indian Ucean covered is in the region of 400,000 square miles and licensing will
restrict the types of gear and fish to be caught as well as charging an annual fee
based on the total catch, e '

In agriculture itself it is proposed to move towards more selfzéﬁffioiency in
food production and to raise the level of cattle. in the islands to about 6, 000 from
the present 2,300. The more common livestock at. present are pigs, with 10,600 held by
householderg in 1977’ and_ poultry. - oo e e e i e e e s

(b) Mining. This is restricted to the hinihg of guano used as a fertilizer.
There are extensive deposits on some of the islands but production has been declining
due mainly to the attractions of other types of employment. Production has fallen
from 9,400 tonnes in 1971 to 5,300 tonnes in 1977.

(g) Manufacturing. There are approximately 50 establishments but apart from a
few, all are very small employers. The larger units are a brewery, a cigarette factory
and a plastics factory. Uther factories produce local handicraft items, furniture,
clothing, boats and tottle soft drinks.

Output of beer and stout rose from 1 million litres in 1972 when production
started to 3.2 million in 1973 and after a decline to 2.6 million litres in 1975 has
risen to 3.7 million litres in 1977. Production of cigarettes started in 1974 and
output reached 22,6 million units in 1977. '
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(4)

Electricitz.
w0 10,880

The installed capacity was 3,380 kw.
kw in 1975 and stayed at this level in 1976.

in 1970 but had risen
Produciion’hag. grown . sharply

from 6,856,000 kWh in 1970 to 37,430,000 kWh in 1977: with particularly.large rises
in output in 1971 to 19737 The average rate ol production indrease has. been 28.per .

cent per year. It was down to 12 per cent in 1977.

“(8) -Coustruction,

R T

This was a sectar. of .considerable growth in the yeqréf$9761i;

to 1973 as substantial investments were made in the hotels and ‘tourist infrastmictire.
There wag a fall in employment in 1974 and ‘1975 as investment was affected by the

gencral world recession.but since 1975 a steady 1t ]
In 1976 .this sector contributed 10.5 per cent of total GDP and the
The new plan 1978 to 1982 calls for a

been recorded, .
result for 1977 will probably be similar.

rise in employment and output has

high rate of investment which should serve to create more -employment iﬁ‘jhe construc tion

industry,.

| (£). Transport services.
rresented in table 2,

cince the international airport was opened in 1971.

4 major growth sector has been in air

Some data on the physical output of this ééctor are

traffic especially
Not shown in the table is informa—

tion on road traffic developments. but figures on new vehicle registrations suggest

a substantial build up since 1970.

From 1972 to 1976 total new vehicle registrations

were 3118,a high figure in relation to_the total population and the exizting vehiele .

stock. .

Seychelles:s Table 2, Tzansport indicators, 1971 to 1977

1977

1971 1972 1975 1976
Vigioria ydrt N B
Ships calling 340 324 302 . 295. 324
Sea freight ('thousa,nd‘-‘!‘:;bnn_es) : - ‘ ” _
Imports 83.8 106.7 102.8  112.4  132.5
Exports 14.5 16.0 10.8 2.3 13.0
Air traffio (passengers) . -
Intenatiohal (fﬁbﬁséna) veu 45 112 ° 148 186
Domestic (thotisand).. 38 72

Source:

.

~National data from Seychelles.

. 5

Imports By $ea have risen in volume 5y 58 per:cénjhffbm 1971 to 1977 but exports ...
have fallen due td the'stbstantial reduction in equits of guano- from the outer: .~ - .-

islands.

The numbér of air passengers handled has risen particularly f@ﬁidiﬁ?ffﬁﬁfSﬂ;bOO,

in 1972 to 258,000
non—-existent. '

in 1377. Prior to 1971 air traffic was probably virtually

-
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Qg) "Tourism, As already mentionmed this has been a sector of high growth and
it has also stimulated a rapid advance in the economy as a whole, Table 3 provides
information on tourism developments.

Seychelles: Table 3. Tourism, 1971 to. 1977

1971 1972 1975 1976 1977

Visitor arrivals {thousand) 3.2 15.2 37.3 49.5 5445
Hotel bednights {thousand) s 148 316 449 487
Occupancy rate (per cent) cea 64 62 66 68
Tourist earnings (million Sey.rupees) ... 18.0 85.0  140.0 175.0

Source:+ Nationel data from Seychelles,

The number of hotel beds has risen from 550 at January 1972 to 2040 at December
1977 and a further to 2250 at september 1578. :

4 Expenditure and the GDP

In 1976 private consumption totalled Sey. R's 240.3 nillion {or 64.1 per cent
of GDP), public consumption 80.8 million’ (or 21.6 per cent of GDP) and capital
formation 119 million {or 31.8 per cent of GDP). Total GDP at market prices was 374.6
million. - The share of domestic savings in GDP was about 14.3 per cent indicating
a resourde gap of about 17.5 per cent of GDP. or about 55 per cent of capital forma-
tion which was covered by resources inflowsfrom-abroad. Rough data suggests- that
in 1971 the ratio of capital formation to GDP was 38 per cent and in 1975 it was
30 per cent. : :

5e External trade and balance ol payments

The large and increasing trade deficit of the Seychelles has already been
mentioned. Table 4 gives the data for the external trade and balance of payments.
They show a large and increasing trade deficit but overall a surplus on the basic
balance of payments due tc the large inflow of foreign capital.

The current account deficit of the balance of payments is much less than the.
balance of visible trade largely because of the increasing earnings: from tourism.
Another factor is a rising level of net transfer receipts but details of the latter
are not available.

There has been a rising level of capital inflow ovef the years shown in table 4
and as the net total has been higher than the current account deficit, Seychelles
foreign reserves have been increased.

The detailed external trade figures show little evidence of any rise in volume
of domestic exports since 1970 but at the gsame time imports have risen in volume
while their prices have also increased,



Seychelles: - Table 4. ‘External -trade and balance of payments, 1270 and 1972,
1975 to 1977 -(million Seychelles.rupees} @ . ST R

External trade 1970 :11972:~ - 1975 1976 - 1977 . .
Expof%é' ST T e 10.16 ©r9.53 12.90 17.91 24,39
Re-export’ . L T 1.73 3.75 22.10 39.73 53.37
Imports: = -~ - ¢ 55.92 111.567 191.35 290,62 349.74

Balance - - ~44,03  —98.39  -156.35 . ~232,98  =2T1.98

Balance‘of‘yaymeﬁié

~61.9  ~69.3 50,5 7

Current, gccount (net) vee ~79.9
Capital™ (net) cos 86.6 88,6 -~ 111.8 eve
'Reserves and related items - -6.7 -26.7 -47.5 - voe

Source: National data from Seychelles.

a/ Includes errors and omissious. IR ST T

The external trade'figureé for 1978 are not yet available but'higher fouriét
earnings would suggest a further rise in imports and a higher visible deficit, |

A feature of the trade figures since 1970 has been the sharp rise in re-nprr%ﬁ;
from Sey.R's 7,73 million- to Sey.R's 53.37 million virtually all the increase being
due to higher petroleum, oil and lubricant sales to ships and aircraft. . : S

6. Development aid and external debt

In the period 1972 to 1977 grants received from various sources but largely from
the United Kingdom totalled 236 million Seyckielles trupees, Over the -same period the
public external debt increased from Sey.R's 6,5 million to 11.0 million. In 1978
itself a. large proportion of the large capital budget was expected to be financed
from foreign loans. ' : . o '

The public debt service charges'in'1977 shown in the budget estimates were
Sey.R's 2.14 million, in 1978 the figure increased . to 4.04 million.,

7. - Qovernment révenue and expendi ture

~ There have been large increases in recurrent revenue and expenditure from 1972°
to 1978 and the capital expenditure estimates show a'particularly.sharp rise in 1978
itself, oo ' ' : . S A U

The increase in local reourrent revenue from: Sey, R's 42.2 million in 1972 to an
estimated 185.4 million in 1978 is equal to an average annual growth rate of 28 per
cent. For recurrent expenditure the increase is from Sey.R's 43.1 million to 195,2
million on a comparable basis giving an annual average rate of growth 6f 28.6 pér‘cent.
Capital expenditure was estimated 2t Sey.R's 128,.2 million in 1978 (including minor
capital worke included in ttle recurrent budget) which is more than three times the

level of 1972.



- 291 -~ .

Seychelles. Table 5, . Government revenue and expenditure 1972 and 1975 to 1978 .
(million Seychelles rupees) o T T

T T T e e .. 77 7 "Rev, Est, = Estimates
o . A 1972 1975+ 1976 1977 . 1978
Local recurrent revenue _* 42,2 78.5*  107.0 139.3 5, - 185.4
Recurrent expenfiiture ' 43.1  89.8 ' 120,2 163.82/ o 205.22/
Grants {(mainly UK) e 37.5 32,7 52.6 51.4 23.3
Other capital receipts ' * 0.2 3.5 .. see
Capital  expenditure - ' 36.1  33.7° 45,0 40,0 = 118.2
Surplus or deficit -1.3 -8.8 .. ;5.6;;-_ wea ces

Scurge. Natlonal data from Seychelles.

. _/ Includes mlnor capltal eipendiéﬁre 1tems tptalllng 14 4 mllllcn in 1977 and
10 mllllon 1q 1978 e , .

:: 'r.r : il i .. . L
Informatlon on the f1nan01ng cf the, Caplt&l budgets in 1977 and 1978
is not complete but. 1t seems that external loans were a major source of funds in

1978.

The development plan to. run for five years.from June 1978 calls for a total
investment, expenditure by, ucvernment of Sey.. R's 861 mllllon at 1978 prices with
particularly high rates of. 200 mllllcn and 247 mllllcn respectlvely in the first two
years of the plan perlod.

8. Money and banking

The Seychelles. rupce has -a, fixed exchange rate w1th the pound sterling and,
consequently its value has {luctuated in line with that of the pound, On ist.
December 1978 it was proposed to create a monetary authority for the Seychelles which
will progressively take on functions similar to those of a central bank., . At .
present there are 7 commercial banks and the Development Bank of the Seychelles. began
operations in Febrmary 19?8. Initially this bank is expected to ccncentrate on bans
to the agrlcultural sector and to small businessmen.

The growth of domestlc ‘oredit to the private sector has been hlgh and the total
has risen from Sey.R's 19.4 million at December 1971 to 117.4 million at December
1977 and further to 127.1 million at June 1978, - The annual rate of growth from 1971
to 1977 was 35 per cent 'a yedr., Neét claims nn Government rose from Sey:R's 1.4
million at December 1971 4o 10 million at the end of 1976 and ‘then fell to a
Sey.R's 8.2 million by December 1977.. Between 1971 and 1977 the average annual growth
rate was 39.8 per cent. ‘

Net foreign assets have also grown rapidly from Sey.i's 27.6 million to 76 5
million cver thls period’ but here the annual growth rate averages 15. 8 per cent.

i
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Seychellest  Table 6. Monetary survey, 1971 and 1975 to 1978 (million-Seyehelles rupees

Fna - . . End _ -End - - Bad ... June
1971 1975 1976 1977 1978
Net foreign assets - 27.6 42,9 68,6 76.5 83.2 i
Domestic credit : - : . ?
Het claims on Government 1.1 7.1. 10.0 8.2 o Te7
Claims, on private sector o 19.4 . 55.2. 83.9 117.4 12741
Money .. . 25.4 . 48.0, 66,1 81.3 90.1
Quasi-~money 22,2 54.5. g82.6 96,2 101.8
Other items (net) 0.5 2.7 13.8 24.6 25.6

Source: National data from Seychelles.

Money proper grew at a lower rate than quasiemoney betweem 1971 and 1677 and as
a result the %total quasi-money (sums held on time or savings deposits) was more than
money proper at December 1977. The anuyal average growth rates were 21.4 per cent
for money and 27.7 per cent for quasi~-moneyj for total money supply including quasi-
money the growth rate was over 24 per cent yearly. Such relatively high rates of
increase in total money supply have been associated with the substantial increases
in consumer prices. ’

In the first half of 1978 net foreign assets continued to rise and credit to
the private sector increased by 8.3 per cent. Money was 11.3 per cent higher at
June 1978 than December 1977 and gquasi-money 5.8 per cent more,

9. Wages and prices

Between July 1972 and June 1976 basic monthly wages of unskilled unestablished
government workers rose from 155 to 359 rupees per month, those of skilled workers
grade 1 from 250 to 473 rupeses and of senior tradesmen from 474 to 793 rupees per
month. Over the same period minimum wages of labourers in the construction industry
increased from 1.04 to 2.26 rupees per hour, of joiners from 1.75 to 3.66 rupees
per hour and of plumbers from 2.90 to 6.04 rupces per houdr,

In November 1974 average earnings of all workers weré 538-rupeeé per head and
in December 1977 1045 rupees. The averages for the public sector were more than
those for the private sectar at both dates. |

Thus the available data shows -that wages have increased substantially since
1972 and certainly in the period 1974 to 1977 real earnings increased probably by
as much as 30 per cent,

‘In 1978 the Government announced that it would formulate a wages policy to guide
future increases. : :

Consumer pricés have risen rapidly so far this decade at an average annual rate
of 18.3 per cent. The worst period for inflation was 1972 to 1975 when the average
inerease was more than 20 per cent a year. In January to October 1978 consumer prices
rose by 11.7 per cent over the same period in 1977 indicating a slowdown in the rate
of price inflation.



10, ZEmployment. and unemployment

As mentioned earlier the population census in August 1977 counted 23,400 o
persons acively employed and 2,600 others seeking work. Of the persons actively
employed 19,773 were in wage employment and 3,077 were self-employed; a further
489 were classed as underemployed.

Formal wage employment as measured by regular enguiries has grown from 11,730
in November 1971 to 16,160 in November 1977yan increase of 38 per cent in 6 years.
Despite this relatlvely high rate of increase, the census of 1977 showed " that
about 10 per oent of the labour force was seeking work.

11. Other socilzl secctors

(a) Education. The growth in enrolment since 1971 has been largely in. -
secondary education as primary education had already achieved a high enrolment -
rate at the start of this decade., In 1977 there were 10,051 primary school pupils .
compared with §669 in 1971, the total in 1977 being less than the peak of 10,275
recorded in 1973, The primary enrolment rate in 1977 was 95 per cent of the
sligible age gTOUP.

In junior and senior secondary schoals the total enrolment was 4208 in 1977
and in 1971 it had been 2,310. Most pupils are in junior secondary schools,

The new development plan 1978 to 1982 introduces a new approach to education to
make the people better understand the developments around them and to help create
a better place for the future., Education must also endow the skills and attitudes
needed to achieve higher standards of production. To achieve this and other aims
education in the broadest sense and of the highest attainable quality must be
made available équally to all.

(b) Health, The Seychelles is relatively well served in terms of hospital
beds and doctors per head of population but there iz no good spread of facilities
outside the main urban centre. The main hospital is situated on the outskirts of
Vietoria and has 142 beds. It was being redeveloped in 1576, There are cottage-
type hospitals at Anse Royale in South Mahe and on the islands of Proslin and
La Digne. The medical division of the Government service had 14 medical officers and
specialists in 1976 and the nursing service a total establishment of Jjust over 200
nurses and midwives. The public health service had 24 nurses, eight of whom lived
and worked at peripheral clinics. There were also five private practitioners in
practice,

Policy is to upgrade the preventive health services and to upgrade facilities
at the Victoria Hospital. Under a national health plan in process of formulation,
free services will be provided to all residents except those who insist on private
service. Preventive health cure emphasizes a policy of taking health care to the
people and thus most or the prograzme is for cliniec development,

(c) Housxng. It is the mein priority of the CGovernment to provide adequate housing
for all the people. Housing nceds involve removing the backlog by repaaoing



M
(N4
N

»

wnsatisfactory dwellings and?mﬂirgfmﬁhﬁdham?ibrhthoee—families’li_ ‘
conditions and also meeting the new demand. The plan 1978-1982 covers a total of
Sey.R's 96 million for housing with 1950 new units to be built by the Qovernment or
Wwith Covernment fu-ds. A new home ownerc.aip scheme is being introduced,

(g@ Income distribution. A sample of private employees covered by the provident
fund in November 1975 showed that approximately 20 per cent earned less than 200
Tupees a month; and & furiher 20 per cent were paid 600 or more rupees a month.
Covernment employees were better pald on the average but for them also a similar

type of income distribution is thought to exist. Data on the incomes of the self-
employed are not available but there werc obviously wide variations amongst the 3,077
self-employed and 489 underemployed persons counted by the census in August 1977. .

(2) Social welfare. The National Provident Fund is a ma jor vehicle for social
security and its coverage has increased rapidly since 1971 as have- the annual . .
contributions. These totalled Sey.R's 9.0 million in 1977 compared with 1.1 million
in 1971 and because of low pay-outs and earned interest the fund stood at Sey,R's 37.0
million in December 1977, 1In 1977 loans from the fund to Government inereased by
Sey.R's 4.25 million to reach 11.25 million, ‘

A new social security scheme is to bz worked out based on contributions of =
fixed proportion of income. The scheme will.offer flat-rate benefits for sickness,
invalidity and maternity and flat-rate pensions on retirement and for survivors, also
a funeral ‘grant. The basis of the payments will be a minimum subsistence level which
Las been calculated for Seychelles. T

3.  MAJOR PROBLEMS

Perhaps ithes most important problem is »ow to maintain the substantial growth
rate recorded since 197i. A high growth rate for the economy is essential to create
employment sufficient to absorb new entrants to the labour force and the 2,600 persons
seeking work in August 1977. ' .

The relatively poor perlormence ia agricul turs since 1970 has to some extent
resulted from the zttractions of other ty-es of employment, e.g. in construction
and the tourist industry. The result has been & lower volume of export products
and more recourse to imports of food items to feed the population and the tourist
visitors,

High capital spending is creating a problenm of obtaining sufficient funds,
With only limited domestic savings » - - % is being made to foreign borrowing.

There is at present a very large “rade deficit financed both by receipts from
tourism and the foreigm capital inflow. There is some danger in this combination and
the Government 1s attempting to diversify the economy to reduce the dependence on
tcurism. in particular. - :

A shortage of qualified manpower calls for more emphasis on the right sort
of education at the secondary level, Iu the social field it is also necessary to
improve the geographical spread of health services and to remedy the present acite .
housing shortage from which many low-income families are suffering.

C. INTERNAL DEVELOFMENT PQLICIES

The polieies for the socizl sectors, education, health, housing and social
security have already been discussed. Progress in the directions indicated will £0
2 Jong way to improving the living conditionc of those most in need and prepare
people better to contribuie effectively, economically and socially.
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In agriculture there 1s & requirement to achieve g high degree of self~-suf-
fisiency in food production. By expanding domestic production food can be’provided
for the local population and tourists and imports can be reduced brihging benefits -
to the baldnce of payments. More local production will help'supplj.tﬁéineéd§~3f‘
jndustries dependent onm agricultural inputs.’ Agricultural exports need to be
restored to previbus levels. o : - -

' T¢ help achieve these aims, it is intended to emsure that all land is used in
the best available way and to provide the essential infrastructure and services
required by the industry.

Pishing will be -encouraged and there is a project for ¢ommercial fishing of -
tuna for export. The extension of Seychelles economic zone to 200 miles has-meaht
that the Tish stocks in the zone must be exploited to the country's benefit. A
licensing system will be introduced for this purpose.

In industry it is considered there is a major scope for the development of
agro-industries such as production of oils, soap, etc, Small-scale enterprises are
expected to predominate but there is scope for some export—oriented production.

The further development of tourism is expected to result in a total of 100,000
visitors staying 10 days on average by 1982, The total hotel beds should rise to
4,100 in 1982, PFurther investment in training facilities for the tourist industry
is proposed. Tourism has a potential in other islands in the group and this is being
studied, The benefits to the economy from tourism including Sovernment revenue will
be maximised.

The outer islands have a high potential for agriculture and fishing and need
to be developed properly. They must be better integrated into the whole of the
Seychelles to see that economic benefits are more evenly spread.

Administrative, financial and constructioncapacity constraints to development
are being tackled to ensure that none act as a brake on the investment programme
proposed.

The level of inflation has heen a problem in all years this decade and a wages
policy is now necessary so as to reach a more acceptable level of price increases
and reduce inflation. Productivity increases are not inflationary and it is
Government!s intention that everyone should share in productivity increases according
to his ability. Price control is also being used to help contain inflation.

Te five—year education development plan, in pursuance of education policy,aims
at providing 9 years of universal education from age 6, equal opportunity and the
expansion of senior secondary and technical and vocational training.

In brief,development strategy aims at remedying the housing situation, improving
the material conditions of all Seychelles, achieveing a high degree of self-sufficiency
in food production, achieving full employment, making optimum use of available human
and physical resources, providing decent health services to the whole population,
introducing reeponsible family planning and preserving the natural environment.
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D. PROSPECTS FOR 1978 TO 1980

-In general -these depend on the comtinuan~e_ of, growth in. the tourist. industiy, -
the.gffectiwe;aghievement‘of-a.high;ieveltofuirur%?unent.expenditure;andéeariy S
produstion from projects being implemented., For 1978 the.number of .visitors has -
inoreased by 19 .per-cent and thus higher. earnings from: tourism will benefit the, .
economy. The invesiment programme has been heavy and this with tonrist:expenditurs.
has probably led to a widening of the visible trade &p. On balance a GDP growth
rate at constant prices of about 8-perucent’and'at;least;20-per cent at current
prices was:probably achieved in 1978. N g CEE

For the years 1979 and 1980 the most appropriate forecaéf-ia thét the.eeonoﬁy"
will grow. at near the.rate of 6 per.cent achieved in the firat seven years of this
decade, . - - ., .. S e o n . o PR ST
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SIERRA LEONE

A, ECONDMIC AND S0CIAL DuVEIBPMENT, 1970~ 1978

I.' Introduction -

In the past Slerra Leone wal heav11y dependent on its mineral produetlon and
above all on diamonds, which alone. contributed 17.5 per cent of GDP. in 1970.and
supplied 76.3 per cent of exports. .Up to- 1974/75 the economy was growing at.a rate:
equivalent to the rate of population increase, but a combination of faotors 1nclud1ng
.- the world. recession, the decline of Sierra Leone diamond production and later the -
complete cessation of iron ore mlnlng, produced a drop in aggregate productlon. In
1975/76 GDP at factor cost fell by 2 per cent at constant prices but in 1976/77 the
"ecdhbmy ‘recovered somewhat, GIP growing by 1.1 per cent while provlslonal egtimates .
ghow "&n” ‘increase of 1.5 per cent in 1977 78 This small improvement in economic
“"¢onditions over theése two years was due essentially to higher prices for Slerra Leone
exports and in particular for coffee, cocoa and diamonds. The improvement of:
condjtions in-the world, economy gontributed.and there.were larger external resources
available but, domestically policy measures were introduced by the Govermment to
sontrol 1mports, to reduce the inerease in public expendlture and raise revenues.

Between 1970/71 and 1976/77 the average 1ncrease in GDP at current prmces was
13.1 per cent a year and at constant prices 1.4 per cent giving an apparent GDP
deflator of 11,5 per cent which gompares with an annual increase in consumer prices
of 9.9 per cent. Over the period under review there was no increase in investment -
as &, proportion. of GDP hut starting in 1975/76 there vere large balance of payments
defigits and substantial deficits in the chernment budget with recourse to the :

e s

””domestlc banklng system Tor borrow1ng to” f111 the gap-

" THE THCTEASS 1Y constmer prices which’ had remained around 5 per cent in the
first years of the decade rose to 14.4 per cent in 1974, 19.9 per cent in 1975, 17.2
.per .cent.in.1976 but.fell 'to. 8«4-per cent in 1977-although it appears to have risen
at a faster rate.in 1978. .4 majon cause has been the. pollGV of def1c1t flnanclng and
.high _oredit expansion.followed by the autboritiesw— e o

GDEnlnaneaaad by 1. 5 ‘pep’ cent in” 1977/78 bot- there were ‘adverse developments
mainly-in the Coverament budget-and in:the balince of. payments. - The budget performance
‘deteriorated sharply with a large increase in the deficit for the fiscal year 1977/78
and in the first half of the fiscal year 1978/79. ‘Thié“was due to the substantial
rises in Government expenditures in both 1977/78 and 1978/79. The monetary statistics
show; that. . the net claims.on Government by.-the banking system rose from 108.7 million
1eonas at- June 1977 %9 Le:171+8 million at October 1978 and this was the primary cause
of. the expanslon in the money supply.with attendant 1nflat10naxy impact. SO

In 1978 there was a W1der deflclt in the balance of payments desplte a rise of
some Le 40 million in exports to Le 187 million as the inecrease in imports wasg. about
Le 50 m11110n to a total of Le 265 million,

Fo;ﬂthq;perlod 1979 and 1580 there Wlll probably be some reduction in export
earnings,and it will be negessary to attempt to contain the balance of payments more
effectively by restrieting imports. This seems likely to have a stultifying effect
on the growth of the economy.
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7 2. GDP by industrial origin

The main trerds from 1970/71 t0 1976/77 weré the ‘relative growth of the
agricultural sector and the decline of mineral output. Agriculiture which contributed
29.9 per cent of GDP in 1970/71 had its share raised to 39.9 per cent in 1976/77
because of the growth of rice production, the decline of diamonds production and the
cessation of iron ore mining. The share of GIP from mining which was 17.5 per cent.
in 1970/71 dropped to 10.2 per cent in 1976/77. Measgured at current prices, the share
of manufacturing decreased from 6.4 per cent to 5.4 per cent. . _ ' '

Sierra Leonet Table 1.” GDP by source, 1970/71 and 1974/75 = 1976/77 (millions of leones)

At ourrent prices  .1970/TL Percentage 1974/75 1975/76 1976/71 Percentage
Agriculture, fOresfry, ; . . . R

fishing | 9445 29.9 186.1  213.0  263.9 39,9
Mining 55,3 17.5 76 .8 6044 67.7 . 10.8
Manufacturing " 2044 6.4 30,0 31,2 35.4 ' 54
Eleotricity and water 2¢4 0.8 0.2 47 4.7 0.7
Construction o 13.1 4.1 15.7 = 1T7.4 . 22,1 363
Wholesale and retail L ' _ . B "~

trade a/ I 2.5 13.4 75.4  68.4 88.6 13.4
Transport and R _ ' ' -

communications ) : 35-3 1l.2 57.9 . 65.5 . ?1.1 1007
Other services ' 53:0 16.7 78.9 _98.0 108.2 ,16.4:
GIP at faotor cost 316.5 100,0 521,0 55846 661.7 10040
Indirect taxes less " et . ‘

subgidies 3241 c . 51l.T 6449 T5e6
GDP at producers prices 34847 " 572,7  613.5  T3T.3

Sourcet: Sierra Leone Government, Central Statistics Office, Annual Statistical
Digest 19763 Natiomal iccounts of Sierra leone, 1972/73 to 1976/77 (June 1978). -

g/ And hotels and restaurants.

~ leasuted by GDP at constant prices, agriculture has grown by 2.5 per cent on
‘average a year. The mining sector has declined at an anmual average rate of 8 per
cent and manufacturing has grown by 6.9 per cent. The decline in the relative share
of manufacturing industry in GDP when measured at current prices between 1970/71 and
1976/77 must reflect a fall in relative prices compared with other sectors of the
econony. ,

The construction industry has been stagnated between 1970/71 and 1976/77 while
there has been only marginal growth in the contribution of commerce to GIP and for
trangport and communications the average growth rate was 2.4 per cent a year. Other
gservices including those of Govermment grew by 12.1 per cent a year.
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3. Selected economic sectors

(%)'égziculture, forestry, fishing. This sector contributed %wo fifths of GDP
in 197 / 7 and employed some three quarters of the working population., In 1977
agricultural exports represented 45 per cent of the total value of exports. ‘This

is an exceptional figure brought about by the very high coffee prices but it points
to both the importance of agriculture in the economy and i1ts potential. e

Because of climatic conditions crop production rather than livestock raising is
the most important activity. 4Among food crops,, rice is the basic one providing the
main element of the diet in almost all regions and accounting for 42" per cent of total
output. Apart from rice, the most important crops are palm kernels, cocoa, coffee and
ginger which are exported, some after partial processing locally. b o .

. Prom 1970 to 1977 agriculture production has increased roughly,in line with
population at about 2.5 per cent a year. The increase has come chiefly from rice
production for which the Qovernment has pursued g vigorous polipy;aimihg at self-
sufficiency. Prices to producers bave beep raised, .credits provided while advice
on improved techniques and more imputs were made available to the farmers. As a .
result rice production which was 471,000 tonnes in 1972/73 reached 610,500 tonnes ...
in 1976/77 and the country is now very near self-sufficiencye. ' '

bocording to the Ministry of Development and Economic Planning there is now a
marketable surplus of 40,000 tonnes of rice every years- . ',..ﬁ '

As for commercial crops, available data do not indicate any upward trend in
production between 1970 and 1975. However, in the last two years, with the upward
revision of producer's prices and with the very favourable price situatien.in
international markets, there has been more acreage devoted to commercial crops and
definite increases in production. In 1978, crops were pooTr especially for rice
because of early rainsj one recult was an increase of imports to I0,0QO;ﬁonnes of .
rice in 1978. Core oo - :

The size of the cattle herds is estimated at around 800,000 he@d‘but'meét supplies
have to be supplemented by imports probably accounting for half the total. 4s for
fish, the catch was estimated at 44,000 tonnes in 1975/76, 10 per cent more than in
the previous year, This increase was due in part to the very high price of meat which
has produced a shift of demand from meat To fish. There 'are in fact zood opportunities
for fishing off the coast, and joint ventures are being organized to increase the
catoh and train fishermen. S T

Sierra Leone: Table 2. Output of selected agficulturél“produsté;”19]2]73'- 1976 /77
(Yhousands of tonnes) ‘ R

1972/73  1T3/14 197475 WTY/16  1976/17

L

Rice 471.3 471.3 518.7 570.6 610.5
Groundnuts 10.0 - 10,2 10.5 7 1045 © 10,7
Palm kernels 53.5 46,5 . 48.0 - 53,0 38.2
Palm oil 42.8 372 38.4 42.4 4445
Coffee 22.0 22,0 21.0 22.0 22.0
Cocoa 6.6 8.0 7.5 8.0 - 8.5

Source: National data from Sierra Leone.
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PSR

Government ‘policy gives a bigh priority for agriculture. . . In the 1977/78 )
development ‘programme, out of a total of:53.7 million leonés of planned expenﬂiture
agrioulture bas been allocated 15.4 milliom,.the ‘most 1mportant allocation %o any
sector, Most of the investments are designed to inerease crop production. eapeplally '
rice. There is a fertilizer distribution programme in operation and 7, 500 tonnee o
were distributed in 1976/77. For rice the programme is concentrating on'the swamp
areas where the greatest potential exists but it is hampered among other faotors by
the lack -of manpower. The opening of new rice fields regulres a great amount of ‘
labour whlch sometimes is not ava1lab1e. :

(_) ning. Produetaon of dlemonds, the most 1mportant product, has been Ti"g
deellnlng for some time because the easier alluvial deposits have become  exhausted’
so that ‘the ‘sost of extradting diamond has grown consideratly. One result of the
fall of diamond production is reflected in the fact that, agricultural exports exceeded
the value of mimeral exports -in-1977 for the first time since the 1930s. = However, -
diamond prices were- favourable . 1n,l976 and 1977 and this helped to raise the value.
of export-proceeds: Diamond production is carried out ‘through the allumlal diamond
nining seheme which alldws independent small producers to mind dlamonds ‘on their oun
assount and also by DIMINGO;. a corporatlon vwhich mines dlamonds on a large scale in ;
ep901fic areas reserved to it by the Governmeént. o

Iron ore produotlon, whlch deolined from 2 259,000 tonnes in 1974 to 1 324,
tonnes in 1975, was halted in 1975 because of the exhauetlon of the better quallty
ores and unprofitable exploltatlon conditions. ‘ . _ .

Bauxite production was 725,000 tonnes in 1977 compared with 436 OOO tonnes in
1970 and 716 000 tonnee in 1975.: : , } .

In 19?8 mineral output ‘has: deellned once again malnly beoause of a further e
~reduction in diamond production. There are, however, new projects and continuous
prospecting for new deposits. DIMINCO has started underground mining at Koidu “and
“when rutile production restarts, this will help the mining industry fo. regain some

of ita lost ground. Continuous efforts are being made to reactivate the iron minee
at Marampa. : : : :

e

-:Sierra Leones Teble 3.7 Minerai-produption; 1970feﬁd_1975 s'1977

970 1975 1976 1977

Diamonds (thousand carate; o 'Wul 000 '“'732 485: gy :
Iron ore (thousand tonnes). .- e e 22591324 - e
Beuxite (thousend tonnes) o T "436. 716 G52 TTBg
Total value of mineral exports (m11110n lecne) ié};ﬁ:”:ﬂ79;l 6.6 70,077

Sources Bank of Sierra Leone.

There wasg also rutlle productlon in 1970 but thle had ceased by 1975.
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(g) Manufaoturing. Output measured by value added rose by 6.9 per cent a year
on average from 1970771 to 1976/77; which is a very good performance in view of the
poor growth record for the economy as a whole. From 1975 to 1977 the growth .rate was
less than in the years 1970 to 1975. The main factors behind this lower growth rate
have been a lower demand since 1975 and the low level of investment especially in

the private sector at a time when the public sector did not have a sufficient capacity
to execute industrial projects or to conduct feasibility studies. : -

Most of.the factories in exkétenod supply.gonsumption goods like beer, cigarettes,
matohes, footwear or salt and many of these products show increases in production
relative-to 1970.

_.Among. new industrial projects which have started in the recent period include a

sugar complex at Tonk¢lili which will cover 3,310 acres and will bave a capacity for =
milling 400 ionnes of sugar-cane per day. Another project is factory for the e
production.of clay bricks. The Gambia~Mattru Oil Palm Project is now in operatien
and the Forest Industries .Corporatien-is achieving somé success in meeting éxport .
demand. Exports of sawn wood increased from 526,000 cibic feet in 1975/76 to
1,441,000 in 1976/77. - B

Sier:a Leones Table 4. :Output of selected manufactures, 1970 and'1975 -'1978

I PR T P T

BT S 1970 .0 1975 1976 1977 - 1978
: '"(§+EQH§£§1
Petroleum products (million gallons) 63.0 48,6 506 46.9 - 26,6
Beer (thousand gallons) - 1 261 2 273 2 356 2 263 1 370 e
Cigarettes (million) - - 490 . 1 841 1 544 1 503 855 ..
Matches (thousand boxes) -~ 50.8 18.6 21.5 46.3 31.2°
Plastic fobtwear (thousand pairs) 549 - 603 - 454 233 - . 132

Salt (thousand pounds) .ee 6852 . 6847 16 082 4017 e

Ca
emmensivabs

Sourcet Official data frow Sierra Leone. .

~ (4) Emergy. Consumption appears %o have fallen in Sierra Leone since 1970, = ~
Electricity production which was 197 million kWh in 1970 is reported to be only 179
million kWh in 1975. - There has been at best a very slow growth in electricity ~' 7
production which reached 200 million:kWh in 19764only 1.5 per cent more than in 197C.
Some part of the stagnation in energy consumption must be related to the problems of
the mining indusiry.

N
" Ld

Even with very low growth in consumption, increases in capacity have continued

to be made. In 1976 a fourth generating unit was added at the King Tom powér station
and the Government contracted loans to build diesel power units in provincial stations
and to improve the distribution system. Two major projects under preparation or - "

completion are the Bumbuna hydro-—electric project.and the Guma'hydrd;elqct:ic'projeéf
for which an agreement has been reached with Chinae _ o Tt

R ISE
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(e) Construction. The growth rate of value added to GDP at constant prices
was 0.6 per cent a wear from 1970 to 1977. There was in particular a .recession in
the sector in 1974/75 when value added declined by 10 8 per cent, since then some
recovery has ocourred.

(£) - Transport services. Marltime transport handles -most of the foreign trade
and road transport is used for internal transportation and for links with neighbourlng
countries,

-Sierra Leones Table 5. Selected transport indicators, 1970 and 1975 - 1976

1970 1975 1976

FParts - .
Freight loaded (thousand tonnes) -3 006 2 080 686
Freight unloaded (thousand tonnes) ' 37 652 3 543
4irports | \
International services oL . .
Passengers handled (thousand) - - - o B0W5. e 10103 0 L 107.3

Sourcet Sierra leone Goverrment, Central Statistical Office, Annual Statisticai

Digest 1976.

»3ince 1975 with the recession in the economy and in particular the ending of..
iren ore production there has been a sharp drop of the gquantities of freight handled
and port traffic has fallen from 3,743,000 tonnes in 1970 to 1,229,000 tonnes in 1976.
Thig contraction of activities was also felt in other transport sectors. The Sierra
Leone Shipping Company suffered a decline of 28 per cent in =ea and air freight
from 1975/76 to 1976/77, losing 21 per cent. of its revemues. Sierra Leone Airways
however was able to increase its intermational operations. The number of passengers
handled at alrports on international services rosge from 50,500 in 1970 to 107,300 in
1976. For land transport it is difficult to give estimates since the information
available is very limited. It is reported however that a main highway linking the
capital to the provinces was completed in 1977, and this following the completion of
other major road transpori projects in particular the Bo-Kenema road, -and. road .bridges
linking Sierra Leone to Guinea and Liberia has helped open Up the road system, I¥ is
also reported that 80 per cent of the 650 miles of feeder roads listed in the last
five year plan were oompleted by the end of 1976/77

4 Expenditure and the GIDP

Total expendlture has tended to grow faster than GDP and as a result there has
been a greater inflow of extermal resources. The net inflow of goods and services
wag only of l.1 per cent of GDP in 1970/71 but increased to T.5 per cent of GIP in
1976/77., Unfortunately this increase of expendlture benefited chiefly private and-
public consumption with the share of private oonsumption inereased to 83.9 per oent
of GDP in 1976/77 from 76.8 per cent in 1970/71, while that of public consumption
increased to 9.8 per cent from 9 per cent. From 1970/71 to 1976/77 the share of
investment in GDP dropped from 15.3 per cent to 13.8 per cent.
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Sierra Leones: Table 6. Expenditure and the GDP, 1970/71 and 1974/75 - 1976/11
(millions of leones) el el e -

1970/71“Percentag9“~1974/75~~l975/76~ 1976/71- . Percentage

~|

TUAT6.6 5289 618.3

Private consumption 267.7 76.8 83.9
Public consumption 31.5 9,0 63.5 59,0 T2.4 9.8
Gross fixed capital

formation 47.4 13,6 76 .0 T6.8 BE o6 11.7 -
Cha.nge in StOCkB ’ 5-9 ) h 107 1401 -2 .3 15.6 2.1
Exports less imporis of Lo ‘
. goods and services ~3,9 -l,1 ~57.5 -48.9 ~55.6 ~Te5
GDP at current market T ‘

prices 348.6 100.0 - 572.7 613.5 7373 - 100.0
Domestic savings : 49.4 14.2 32.6 25.6 . 4646 . 63

Sources As table 1.

hccording to the Ministry of Development estimates, public investment has increased’
nuch more than private investment, and in 1977/75}bﬁ%-0f an estimated total investment
of 121.8 million leones, public investment provided 44 per coent and for private
investment 50 per cent, compared with figures of 36 per cent and 64 per cent
respectively in 1973/74. SN S

The fall in domestic savings since 1970/71 from 14.2 to 6.3 per cent of GDP has
been accompanied by some fall in the proportion of GDP spent on investiment from 15.3
to 13.8 per cent. Foreign resources accounted for more than half the investment
gpending im 1976/77. '

5. [External trade and balance of payments

Exporte increzsed in value in 1977 mainly because of higher export prices with |

a growth of 19.2 per cent and a higher growth rate has been forecast for 1978. Exports
were 2.2 per ceit higher ifn value in 1977 than in 1970 -equal to an average growth

rate of 8,1 per cent a year. Imports were valued at 216.5 million leones in 1977,

123 per cent more than in 1970 and this higher growth in imports has led to a widening
trade deficit which reached 69.1 million leones in 1977. The terms of trade moved
against Sierra Leone particularly in the period to 1975 but price rises for cocoa,
ccffes and diamonds since then have helped improvgjjha-positipn.

The rising trade deficit has been translated into an-increasing deficit on goods
and services, which has resulted in large deficit on the balance of payments in the
years 1975 to 1977 In 1977 there was a rescheduling of Sierra Leone debis agreed
upon by the Paris Club, a move which averted a major balance of payments crisls.

In 1978 capital inflows from the IMF, and debt relief have helped contain the position.
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Sierra Leone: Table 7. External ftrade and balance of payments, 1970 and 1975 — 1977
{nillions of leonss) ™ e i

- ) 1970 1975 1976 1977
External trade
Exports ) 85.6 116.7 123,7 147.4
Imports _ - . 96.9 . 167,.9 171.3 216,5
Balance . . : -11.3 —51,2 ~47.6 -69.1
Balance of payments - T .
Goods and services (net) -17.6 6643 ~60.7 -50,9
Private transfers (net) ' 1.5 2.2, 406 4.1
Public transfers (net) 2.7 T3 560 13,7
Capital - - 13.6 - ol 22.4 8.2
Reserves and.related items 0.T .. 19+4 24,0 2643
Errors and omissions -0.9 —4dT 1.4

e o

Source: IMF, International Finaneial Statistics, wvol. XXX, No. 12, December 1977;%
vol. XXXII, No. 2, February 1979. ' '

6. Development aid and external deht

The increasing current account defiocit has led to a rising net foreign resouros
inflow. On the tasis of the Minigtry of Development esiimates; in 197?/78 theses
foreign resources representsd 8+1 per cent of GDP against only 1.l per cent in 1970/?19
Tbe capital inflcs was at a peak level in 1974 and 1975 with a net total of 100,8
million leones in the twe years. However, since then the net inflow has been reducced
but in 1977 tranafer receipts were valued at 18,8 million leones, OECD has estimaled.
that the net flow of resources from all sources to Sierra Leone rose from §US 24.8
million in 1975 to $US 25.7 million in 1976 and $US 33.2 million in 1977.

There has been a sharp increase in the public debt which reached 362.9 million
leones at March 19783 as a subgtantial part is short term suppliers credits, it ig thisa
that has given rise to the balance of payments problems of the couniry, to the debt
rescheduling agreed in 1977 and the IMF assistance of recent years. e

-y

[ o Govermnment revenue and expenditure

The budgetary situation in Sierra Ieone became difficult in 1975/76 with recurrent
expenditure continuing to rise but stagnation in the level of revenue. There - were
oongiderable recurrent budget deficits in both 1975/76 and'l976/77 and although revenus
rose substantially in 1977/78 because of higher export earnings expenditure in that ‘
year appears t0 have risen much more slowly resulting in the re-emergence of a.
recurrsnt budget surplus.- S S - e
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The capital budget has been ocavered almost-bntirsly by borrowing in the last
three financial years and this has meant a substantial rise in public debt. At June
1978 claims on the Government by the domestic banking system were Le 149.5 million
compared with Le 108.7 million at June 1977 and Le T6.7T million at June 1976.

Sierra Leones Table 8. Government revenue and expendlture; 1970771 and 1974/75 =~ 1971/78

(miliions of leones)

1970/11 1974/'{5 1975/76 ‘1976/779-/ - 1971/18

152.9—/ -

Reourrent revenue - 55,8 97.8 96.9 118.3

Recurrent expenditure’ 4841 81,2 119,2 133.8 146,
Surplus/deficit L +7e1 +26.6 _—22.3 . =14.5 +640
Capital receipts ‘ TeT 19.0. - 40.0 ;:;.49'9 _ ..,62/
Capital expenditure 9.6 33047 '“3839Tff1"f34.4‘ 36, b/
Extrabudgetary expenditure - oo 23.2 23.9 17.2
Publip. debt: at end year T0.4 o 235.0 273.6 316.02/
Extorndl ) ' 46.7 see 15300 aew se s
Internal - 2307 see 8200 1150 d : 15508‘d‘/

Source: Based on official data from Sierra Leone.
“Estimated actuals.
Forecaaste

‘March 1978.

e e

Based on inorease in net claims on Govermment by domestic banking system,

For 1978/79 it has been forecast in January 1979 that the budget deficit would
rise substantially despite a 15 per cent increase in recurrent revenue. Total .
expenditure based on the period July to December 1978 has risen at a much faster rate
than revenue. There is an 1ncrea31ng tendency for the budget deficit. to.be financed
by the banking system with serious implications for the econonmy .as & whole.

8. ¥gney and banking

Degpite a very large fall in net foreign assets between 1970 and 1977, money
supply has risen at a rapid rate because of the sharp rise in domestic credit espeoially
to the Government.

Net foreign assets were Le 27.2 million at Deoember 1970 but only Le 2.3 mlllion
at the end of 1977 and a negative 10.3 mllllon at October 1978, Net claims on =
Govermment rose at a very high rate from Le 2. 5 million at the end of 1970 to Le. 119 T
million at December 1977 and Le 171l.8 million at October 1978.
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Sierra Leone: Table 9. Monetarv survey, 1970 and 1975 - 1978 (mllllons of leones)

RV

End  End End

'chobér

E|

‘ 1970 1975 1976 1977 1978
W&t féreign assets ST 27,2 13,8 24 2,3 _10'3
Domestic credit .
Net claims on Govermment . 2.5 ., 56.7. 107.3  119.7 171.8 . ...
Claims on official entities 0.1 .© 0.6 0.8 3.3 5.0
Claims on private sector 1003 7 41,1 43.7 . 46.8 . 60.8
Money 28.9 60.3 2.1 84.5 101.7
Quasi-money 14.3 31.3 . 39.8 51,8 1445
Other iteps (net) . . . 5eT. .20.6i. .35.0 35.9 © 51,0

1'.‘

L

Sourges IMF, Internatlonal Financlal Statlstlce, vol, XXX, No. 12 - Decenmber 1977
and vol.: KJUCEI, No. 2, Fe‘brua.ry 1979, . r.,, ‘

L

- .
- I,

Over the same perlod clalms on the prlvate sector rose from Le 19.3-million to
Le 46,8 million and then to Le 60.8 million., Thus by far the most important influense
on the expansion of mohey supply has been the deflol% finaneing policy pursued by the
Government.

Money proper 1ncreased at an average annual rate of 16, 6 per cent batween 1970
and 1977 and including quasi-money the rate of growth in money supply was 17. 8 per
cent a year. These high growth rates were eclipsed in 1978 when between December
1977 and October 1978 money proper rose by 20.4 per cent and with quasi-money the
increase was 29.3 per cent. The inflatiomary influence of the 1ncrea91ng money supply
does not yet appea: to have abated.

9. Wages and prices

A8 reported in last year 's survey in 1974/75 11 out of 15 trade groups wera
awarded wage increases ranging between 8 and 30 per cent; in 1975/76 only four trade
groups were received wage rises but in 1976/77 the inorease in daily wage rates
ranged between 24 and 79 per cent and affeected 13 of the 15 trade groups. t

These substantial wage increases Have been made necessary by the rise id consumer-:
prices. From.1970 to 1977 the ‘consumer prices index rose by 9 per cent or at an- :
average rate of 9.7 per cent a year. The rate of increase was highest in 1974, 1975
and 1976 and lowest in the first three years of this decade. For 1978 consumer pPices -
in the second quarter »f the year were 11.5 per cent hlgher tha.n in the same period

of 1977.

10. Emplovment and unemployment v

In 1976 there was a fall in the .numbersin wage employment because of the cessation
of iron ore mining and the stagnation in the modern.sectors of the economy. The
number in employment at the end of 1976 was 61,889, '

* v .
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Registered unemploymemt.rose from a monthly~avaragenof‘11,050ﬁduring~l974/15
to 14,700 in 1975/76 and in the last guarter of 1977 incredsed to 16,433. The total
fell to ‘15,357 in the first quarter of 1978.° o N

1l. Other social sectors

(a) Edugation. Since 1970/71 the number of pupils in primary edunatlon has
risen from 166,107 to 207,000 in 1977/78 a total increase of 24.6 per cent or 3.2
per cent a year which is only a little higher than the rate of population inorease.
The primary enrolment is 8till less than half the eligible age group. '

The secondary enrolment was 33,318 in 1970/71 and 52,000 in 1977/78, here. the
rate of increase has been 56 per cent or 6.6 per cent a year whioh is much higher
than that recorded for the primary enrolment.

Enrolments at the Fourah Bay and N‘Jaia colleges totalled 798 in 1976/77 and
there wers a furtkher 3,200 students being trained as teachers. This heavy effort in
teacher training should help to reduse the proportion of unqualified teachers in
primary schools which was more than 60 per cent of the total in 1977.

Under the IDA education project a large number of schools, collegeé and training
cenfres were being improved or were expected to become cperational in 1977/78.

(b) Health. In 1976 there were 3,037 hospltal beds in 37 hospitals and four -
clinics serving a total populatlon of about 2.8 million. There were 293 medical - 5
practitioners in the Sierra leone medical service and this gives a doctor/populationmn‘
retio of 1:9,560 while there Were on average 920 persons for each hospltal bedn e

The number of health centrea run by the Government was 102 in 1976 and there Q .
vere also 24 dispensaries. Judging from the number of persons attending these health
gentres and dispensaries they were very busy places indeed.

In line with a pollcy of integrated health care the para-medical school at -
Bo is to train medical assistants who will be able to diagnose and treat those
diseases frequently found at the village level. Apart from the training programme
for this schoul, there is the Fourah Bay College's Department of Community Medioine
z.ad the work of the Institute of Health Sciences.

The West African Health: Seoretarlat bas been established in Lagos to oo—ordluate
health developments in four English-speaking countries of the region. A West ifriecan
Post-Craduante College has also been established. L

(¢) Housing., The Govermment is continuing to provide loans to civil aervants
for the construction of individual dwelling units and as reported in last year's
- survey further attempts were to-be made to complete the formalities for setiing up
a housing finance company to provide loans to. individuals to build their own housea.
Experiments have been made to build low-cost hou31ng unita.
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(4) . Imcome distribution. MNeasures taken to provide wage earners with compensation
for rises in consumer prices have had the effeot of ‘narrowing income differentials %o
some extent as it is generally the low-income groups that have been favoured. At the
same time producer pricing has helped raise rural incomes having the general effect of
narrowing the gap between rural and urben income levels. However, there is still
evidence of wide income differentials in the community as a whole.

B. MAJOR PROBLEMS
The substantial and increasing deficit in its merchandise account leading to
difficulties in financing the over-all balance of payments is probably the moast
important. problem facing Sierra Leone. 4 reliance on short-term credit to finance
projects with relatively long gestation periods has resulted in -skewness in'the.foneign
debt profile which has further aggravated the already iight liquidity position of the
Government. The deterioration in the balance of payments position, the substantial
loss of net foreign assets and the severely intensified pressures on the budget in
1978 were in part due to the heavy debt servicing obligations of Govermment during
the year. . \ L . N E . . . - S . o

C. INTERNAL DEVELOPMENT POLICIES

Meagures have been taken in the past two or three years to attempt to overooms
the difficulties arising from the balance of payments and budgetary problems. Customs
duties were inoreased in 1976 and there was a one year stand-by arrangement with the
IMF which became effective on 2. June 1977. Expenditure increases for the Government
were to have been held dowh and pay socales frozen at existing levels with vacancles
unfilleds, There was a debt rescheduling arranged by the Paris Club in September 1977.
and in 1978 net foreign short-term borrowing and debt relief from the Paris Club was
valued at Le 16 million. At the same time official sapital inflows under the IMF
Trust Pund amounted to Le 6.8 million. T ' o

It is obviuvusly essential to stabilice the economy and relate expenditure to
dvmestic resources plus what is available from external sources. The Government has
already taken steps to formulate such a stabilization programme with a view to balting
the deterioration in budgetary performance and the bilance of payments, and ultimately
creating an environment conducive to sustained and ¥igorous growth in the economy.

On 2 November 1978 measures were announced affecting the leone. This was de—
linked from the pound sterling, pegged to the Speéial Drawing Rights (SDR's) with a
new SDR/leone rate eostablished, Thése changeé wore -hecéssary to give the leone'a more
meaningful exchange rate. : T e : ' ' v

D. PROSPECTS FOR 1978 70 1980

The rise in expori: éarnings in 1978 was substantial due to higher prices for the
major export items. Imports algo. inereased at 'a fast rate and there should have been
considerable growth in economic activity measured at current prices. However,
inuflation was higher in 1978 than in 1977 and the growth of the GDP at constant prices
was only moderate,
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For 1979 and 1980 the production of diamonds is expected to stabilize at 1978
levels while rutile mining will be restarted in 1979. The development of agriculture
is the main priority area and the price incentives announced shoild result in :
inoreased production which should also benefit from more effective extension services
and higher investments allocations. Cocoa, coffee and ginger production are expected .
to inorease while expanding rice cultivation is a contimuing preocoupation of the
auxhérities;r.Thé integrated agricultural development projects in Kenema, Makeni and
Koinadugu with World Bank and EEC support cover credit for inputs, feeder roads, ST
markat;béﬁirps,.éjco The prospeots, for these two years will be influenced substantially
by the measures taken to stabilize the economy but on balance a continuation of a-. ;-
moderate rate of advance of GDP at conatant prices is in prospect. :
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SWAZILAND
A.  ECONOMIC AND SOCIAL DEVELOPMENTS, 1970-1978

1. Introduction

Beonomic development has been rapid in Swaziland this decade and the indications
are that this trend should continue. High world prices for the major export; sugar,
contributed materially to this situatiun in the years 1974 to 1977 but other major |
factors were the doubling of c¢apacity at the country's pulp mill and high growth rates .
in government spending.  No-detailed GDF estimates are available since 1973/74 but rough
order—of-magnitude figures suggest that growth at constant prices since 1370 has been
around 6 per cent a year and at current prices about 20 per cent a year, showing that,
judging by the impliecit GDP deflator, prices rose at the average annual rate of about 13.2
per cent during the 1970s.

The commodity producing sectors have provided a push for the development of the
economy and services in general also grew at fast rates. In particular education and
health services have expanded substantially and employment for Swazis within Swaziland
registered rapid growth. In 1970 there were 45,400 persons in wage employment in
Swaziland and by 1977 the total had grown to 69,300. Unfortunately inflation has been
rapid in the country, particularly since 1974 and the indicators available show that
consumer prices almost doubled between December 1970 and the average for 1977 regisiering
an average annual increase of about 10 per cent. A further rise of 6.4 per cent tovk
place in the first half of 1978 as coumpared with the average for 1977. The higher rise
in prices shown by the implicit GDP deflator as compared with the consumer prices index
indicate that prices of items other than consumer products increased even faster.

External trade statistics shuw that domestic exporis grew from 50.37 million
amalengeri in 1970 to 147.4 million in 1977 although this latter figure was below the
record of 166.4 million emalenggni in 1976. Imports have risen continuously from 42.7
million _emaliwlgedi_to 195 million and, as receipts under the Southern African Custom
Union Agreement ure® related to imports, the rate vf increase in customs receipts has also’
been rapid and the funds concerned have helped to provide finance for the increased level
of government expenditure.

The balance of paymentis was particularly healthy in the year 1975 to 1977 and as a
result Swaziland's net foreign assets rose from 22.1 million emalsngeni &t the end of
1974 to 94.7 million at the end of 1977, After a further rise in the f.irst few months of
1978, these reserves had started to fall in the secund quarter uf the year in line with
the very high level of development spending embarked upon in 1978/1979.

Total government spending was 16.6 million emalengemni in 1970/1971 but the budget
for 1978/1979 envisages total spending of 169.4 million emalengeni. This tenfold increase
emphasises capital expenditure but current expenditure has nearly quadrupled over this
eight year period. The very high capital expenditure in 1978/1979 includes two large
projects, a third sugar mill and a railway link between Phuzumoya and Lavumisa, the
latter to ensure that the current assets of the existing railway are not lost with the
cessation of iron ore exports.
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The development plan for the period starting l.4pril 1978 has not yet been published
and the draft is still to be finally approved but it appears that a substantial level of
development spending is envisaged with some peaking of expenditure in the first half of
the five-year plan periocd. This probably means that the high growth rate of the economy
will be maintained at least up to the end of this decade.

2. GDP by indusirial origin

The lack of detailed estimates mekes commentary on the distribution of GDP difficult.
In 1973/74 the two largest sector were the agriculture, forestry and fishing sector and
that of manufacturing, contributing 35 per cent and 29 per cent of GDP respectively. Since
then it seems likely that the services sectors have grown in relative importance despite
continued growth in the two major commodity producing sectors.

3. Selected economic sectors

(g) Agricul ture, forestrxrapd fishing, Swaziland in 1976 had 165,000 hectares under
cultivation, 1,206,000 hectares as grazing area and 95,603 hectares under commercial
forests. The major commercial crops include sugar .cane, citrus fruits, pineapples, seed
cotton and rice. Some data on these crops, meat processed and the major cutting of trees
for pulpwood and sawlogs are given in table 1.

Swazilan@s Table 1. Commercial agribultural,production;-IQTOAand 1575-1977

1970 1975 1976 1977

Sugar cane E'OOO tonnes 1 420 1 867 1 929 1 992
Citrus fruit '000 tonnes - 58,4 63.6 T4.4 cen
Pineapples (1000 tonnes &/ 11.9 19,2 20.0 21.6
Seed cotton tonnes). S 2 .700- - - 10 700 ~12 200 14 555
Rice tonnes ) 8 105 4 188 3674 boe
Meat processed tonnes) 3 907 3 412 7 788 ces
Wood used for '

sawlogs and 3

pulpwood (r0007) 782 982 oo 1111

Source: Official data.
a/ For canning only.

Production of sugar cane, citrus, pineapples,rseed cotton and timber used for pulp—-
wood have been on a rising trend since 1970. The amount of maize produced varies
significantly in line with climatic conditions but the general trend appears to be upward

although output fell in 1976/1977.
P SR



- 312 -

- The modern agricultural sector which. employs nearly 30,000 workers is primarily
engaged in the production and processing of products for export. In 1977 sugar product-
ion rose to.2p6,000 tonnes despite a fall ‘n the average cars yield. Work commenced in -
1977 on a third sugar mill which will cost some 129 millionenmalengent . exsludiig an eardh
dam which will cost a further 22 million. In the 1978/79 financial year approximately
40 million smalengeni was appropriated for this project by the Government, the Swazi
nation and seven foreign investors. This mill will have & capacity of 100,000 tonnes of
raw sugar and capacity at one of the existing mills is also being-raised. -Total sugar
capacity could thus rise to 350,000 tonnes a year. .

Wood pllp production rose by about: 7 per cent in 1977 and thé total quantity of
primary roundwood processed for pulpwood, sawlogs, veneerlogs, logs for sleepers, mining .
timber and polés reached 1,136,459 cubic meters. Sales uf products from the forest .
industry factories were valued at 38 million emalengeni a8 compared with 47 million in-
1976, This fall was due to the reduction in woodpulp sales.

(b) Mining. This sector has been declining in real terms since 1970. The decline
was mainly in.the productivn of iron ore while output ofi.asheatos increased, In 1978 the
iron-ore mine had closed but exports continued Trom accumilzted stockpilee; hoWever, -
these are expected to be used up in 1979.  Swaziland also ‘has large unexploited coal
deposits, chiefly low. grade bituminous coal.. These reserves. are estimated at 164 million

tonnes. Table 2 shows the output of the major minerals.

Swaziland: Table i .Qutpiut of major mineralsy 1970-and-1975=1977 (thoussnds of tommes)-

PR TP P e T

1970 1975, . 1976 . . 1971 .

ks R o g D e i ey s

Iron ore - o o 2 8 2240 71 93 1441 L
Chrysctile. asbestos- . St 32.8 V3759 . 39.33 38,05 =f'}7;
Coal : - . .1 138.2 126,87  126.14 128,99
Source: Swaziland Government Central Statistical Office. The Monetary Authority of
Swaziland. DRI

(¢) Mahufacturing. A small number of large scale establishments account for a major
share of the output from this sector but there are alsg a_growing number.-of .small manufact-

uring units. Growth bas come both from increased output in the large establishments and
from the new smaller units being added. S

The National Industrial Development Corporation was established early this decade to
promote industrial growth. Much of its activities in 1977 were designed to support
existing ventures which were encountering difficulties due to the dﬁwhtu;n‘in‘eqonomic‘
activity in southern Africa. - However, deveral new projects -were established with the -
corporation!s assistance in 1977, the major ones being & sawmill, a bakery, a construction

‘firm, a paint factory and knitwear and ceramic factories. TIn addition 13 projects '
involving a projected capital outlay of 25 millionenagﬁngeni Wwere under examination.
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The Small Enterprises Development Company was also—established in-1970 to promote
and assist small-scale enterpreneurs. Its activities include new industrial estates and

intensificatiun“ofﬁsmallwbusiness-management~training~programmﬁs;“”"'

2 P

. Qutpuiwofwseleciédfmajorrprdducts+isngiven in table 3.~ -

Swaziland: Dable 3. Production of selected manufactures, 1970 and 1975-1977

Sugar '000 tonnes) 156.5 211.5 208.3 226.0
Molasses o 1000 tonnes) , 40.2 62.8. 6548 . 69.21/
Sawn timber - (000 m3) : T15.5 92.6 94.9 98,4
Veneer sheets (000 m?) ves 347.5 143.3 . 255,5
Citrus canning (000 tonnes%%; 5.5 9.0 17.5 13.3
Pineapple canning  ('000 tonnes )2

Source:" Swaziland Government Central Statistical Office.

&/ Fruit used. b/ Bstimates.

The output of woodpulp is not available but the value of exporis has risen from 9.56
million emalefgeni in 1970 to_39.58 million in 1976 although it fell back to 21.47 million

in' 1977,

(4) Electricity. Swaziland imports part of its supplies from the grid in southern
Africas. Consumption has risen from 90.4 million kih in 1970 to 204.1 million in 1977, an-
over-all growth rate of 126 per cent or 12 per cent a year. , oo .

(e) Construction. This sector has also been growing.rapidly in line with the .
increased capital expenditure in both the public and the private sectors. However, the
use of Toreign coniractors reduces the impact on the economy. Employment in the
" construction industry as meuasured by wage employméent grew by nearly. 40 per .cent between
1970 and 1977 but in 1977 still accounted for only about 3,500 persons. The very high
level of development expenditure in 1978/1979 should have raised this total substantially.

.({) Transport services. The railway in Swaziland was built to carry iron ore to the
port of Maputo but a cessation of iron ore railings was expected in mid-1979. 4 rail
link was being built in 1978 between Phyzum ya and Lavumisa to connect with existing -
railway systems in the area. ' : ) S

Some data on transport services are given in table 4.

The 1977 railway freight tonnage was reduced significanfly because of the much lower
railings of iron ore.
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Swaziland: Table 4. Selected transport indicators, 1970 and 1975~1976

1970 1975 1976
‘Railways, freight ('000 tonnes) , 2914 . 2.706 2 631
Roads, commercial-vehicles in use {1000) -~ - - 3,6 " 6.1 6.7
Airports passengers handled ('000) 14.9 28.5 33.5

"Sources As table 3.

In. 1978 Royal Swazi National Airways Corporatiuvn was formed e@uipped with Fokkar
Fellowship aircraft. It is intended to start services to Lusaka, Blantyre and Mauritius
via Madagascar. ‘

{g) Tourism. Up to 1975 there was a relatively satisfactory increase in the number
of visitors staying at hotele and rest camps in Swasiland but in 1976 the numbers fell
by 12 per cent. because.ovf.the. recessien in -the-main tourist generating areaz. -There Were
98,950 such visitors in 1972, and the total reached 139,200 in 1975 before falling to
122,640 in 1976. There was Bome improvement ih 1977 when the total reached 125,160.-

4. Expenditure and the GDF

Here also a shortage of up—~to—date statistics makes commentary diffigult. . Jt seems,
however, that both public consumption and gross fixed capital formation have grown faster
than total expenditure since 1973/74. In that year 18.1 per cent of tutal expenditure
went on gross fixed capital formation and increases in stocks while 11.6 per cent was for
government consumption expenditure. The percentage for investment had probably risen to
more than 20 per cent in 1977/78. The average rate of fixed capital formation of 18 per
cent coupled with the average gtowth rate of GD¥ of some 6 per cént obtained since 1970
points clearly to the efflclency in capital judging by the low increment capital output
ratio of about 3 to 1 which 1s 1nde¢d a good achlevement for an African -country."

5 External trade and balanée Qf payments

. Although only a handful of products account for more than 80 per cent of Swaziland's
exports, increases in both quantity and unit prices have enabled exporis virtually to
treble in the period. 1970 to 1977, There has also been a wider spread of products being
exported. 4s for imports, the rate of growth has been faster than for exports and one
result has becn that a comfortable surplus in 1970 was turned into a large deficit by -
1977. Some part of this deficit was covered by remittances and items brought back after
periods of employment in South Africa and another part by an inflow of capltal.

The 1977 figures given oelow for imports in partlcular are subject to error;
revisions may have the effect of changing the emphasis of the table to some extent.

Exports of sugar in 1977 were valued at 51.8 million emalengendy aa little less than
the figure for 1976 but very much less than thai recorded in 1975 of 80 million. For the
second item in importance, woodpulp, the 1977 total was 21.5 million emalengeni compared
with 39.6 million in 1976 but this latter figure included the export of stocks built up
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in 1975}.AAIho~in4}97?iiron'ore exportSJWQTé*wcrth“9:3“ﬁiliiﬁ?fémgiené%ni;féﬁbeé%oéuu”""
14.4 million and citrus fruit was valued at 10.2 million emalsngeni The value of citrus
-experts-more- than -doubled between 1976 and 1977. ormm o Tmmmmm o

Swaziléﬁdi» Table 5. -External trade and balance of payments,1970 &and 19751977
(Millions of emalemgeni ) ' . R

ToT900 T 1975 1976 1977/
Externgl tr8de ™ N ‘
Exports ™ ~ o - T 50089 145472 168,40 149.4
Imports _ ‘ 42,75 131.59 174.08 195.0 .
Balance - 8.14 14.13 ~5.608 =45.6 -
Balance. of payments . . . . 0 O UG VO Sp
Goods and services (net) ~8.0 36.1 . 18.3 L
Private transfers (net) 0.3 1.0 1.7
Public transfers (net) 1.7 . 9.9 Ted . aee
Capital ) “sa "11.5 105 san
Reserves and related items _ S eae ~30.4 -24.2 aee -
5.1 7 o

Errors and omissions e -

PO

Source: Swaziland Government Central Statistical Office and Swaziland Monetary
Authority., . I yh‘irf oo o e

g/‘ Rough éstimates-or:provisibnal figures only.

6o Develogmént aid and external debt

The balance of payments given above show that inflows of grants shown underrpublic
transfers (net) were not heavy in the years covered in the table. However data on the
external public debt indicate a rapid build-up with the total rising from 16.4 million
aralengeni at 31 March 1970 to 7l.l million at March 1977 and a higher total at March

13978, The 1978/79 financial year had been expected to result in a particularly high
level of government capital expenditure with. 39 million oﬁglbngagi being financed from
external funds (mainly in the form of grants) and the lakelihood ot this figure being’
considerably higher. _ : :

T+ Government revenue and expenditure

The large increases in both capital and current expenditure have already been
mentioned. 4s table 6 indicates there was a substantial cash surplus in‘1975/76 Which
was put to reserves and used to some sextent in 1976/77 to finance the cash deficit,.
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Swaziland: Table 6. Government revenue and expenditure,1970/71 and 1975/76-1978/79

1970/71  1975/76  1976/77 1977/18¥  1978/719%

‘Recurrent revenue - 15.66 6£9.83 o 62.82 | 80.0b' 8?;44“

Recurrent expenditure 16.58 31.05 46.39 51,00 61,37

Capital expenditure . . - 1.64  13.64 21,63 37.48 108,00 - - -

Total revenue . 15.66b 69.83 62.82 80.00 ees

Total expenditure . : 16.6 44.69 68.02 88.48 cen

Cash surplus or deficit -0.96  +25.14 5. 20 ~8.48  .ui :
Financed by: -
Domestic source32/ sae . =30.33 644 -3.36 ere

Residually.. . . . . caee = - 5,18 ~1.24 11.84 ves

Source: As table 5.
a/ Bstimates or revised estimates.
3/ Eﬁéluding transfers,frbm-current to capital account.

2/ Domestic bbfrowing and change in government balances.

Recurrent revenue including small sums in grants from abroad increased from 15.66 .
million emalengeni in 1970/91 to 69.83 million in 1975/76. There was a fall in 1976/77
but further rises in both 1977/78 and 1978/79 to 80 million emalengeni and 87.44 million
respectively. Customs Union revenue was 18.1 million emalengeni in 1975/76 and then fell
to 13.15 million in 1976/77. There were large increases in 1977/78 and 1978/79 to 38.94
million emalengeni and 54.1% million. The sugar levy provided revenue of 23.89 milljon
emalengeni in 1975/76 but has since fallen sharply every year to only 4.5 million in

1978/79.

The increase in recurrent expenditure has been continuous in the period under rbview
The percentage rise was particularly steep in 1976/77 with expenditure increasing from™
31,05 million emalengeni to 46.39 million or by 49.4 per cent. In the eight years to
1978/79 the average annuel increaBe has been 17 per cent. , N

A healthy development is that capital expenditure rose much faster than for current
expenditure, Capital expenditure for 1970/71 was extremely low at only 1.64 million
emalengeni, rising to 37.48 million in 197?/78; 108 million was covered by the budget foxr
1978/79. Of this total 39 million emalengeni and 69 million Tespectively Were being
financed externally and from domestic funds. At the time of the budget statement in
March 1978, a total of 43 million emalengeni still required funding. P
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8. Money and banking

In 1977/78 the Monetary Authority of Swaziland was in its fourth year of
operations and.there:has been a progressive assumption of control of the country's
monetary affairs. Data on monetary aggregates are available from 1974 and show that
the net foreign asset hﬁildﬁup‘had been very rapid up to December 1977 accompanied by
a sharp rise in the net deposits of the Government in the banking system in 1975 but
only a small increase since then. Claims on the private sector virtually doubled
between December 1974 and June 1978. The figures on the money supply are incomplete
as they exclude rands in circulation but’ the local currency plus bank current deposits
have risen from 16.9 million emalengeni to 28 million in three and a half years while
quasi-money has grown particularly rapidly from 23.7 million emalengeni to 68.8
million., Total money supply including quasi-money rose at the average annual rate of
about 28 per cent yearly, an excessive rate compared with the GDP srowth rate of 6 per
cent in real terms,

Swaziland: {Table 7. .Monetary survey 1974 to June 1918‘(nilliqns of emalangéni) '

End End . End .~ End June

1974 1975 1976 1977 1978
Net foreign assets . = . . 22,13 59.26  72.72  94.71  84.91
Net claims on Government + =9.00 © =37,11  =35,68 ~41.66  -34.22
Claims on private sector 29.25 43.58 46.56 48.80 58.37
Money - - o L -~ 16,9377 23.42-  2B.79 28.00 28.00
Quasi-money . N 23:73 © - 38,087  48.31 ' 61.48 68.75

Cther items.(net): , S 1.73 w:~4y23 .'16;50 12.37 : 12.34

Source: The Monetary Authority of Swaziland, Quarterly Review, June 1978,

The most recent data suggest that the Government is drawing on its deposits in
the banking system, but at the same time some fall is occurring in net foreign assets
while credit to the private sector continues to.inorease. At June 1978 total bank
claims on the private sector rose to 58.37 million emalengeni from 48.80 nillien g%
December 1977, an increase of 19.6 per cent in six months compared with moderate rates
of 6.8 per cent and 4.8 per cent respectively in 1976 and 1977.

9. Wages and prices

The average earninge of pale semi-skilled manual workers have risen from 52
emalengeni per month in September 1973 to 74 in September 1974, 85 in September 1975
and 103 in June 1976 an average annual rate of inorease of about 25 per cent., For
unskilled workers the rise has been from 25 emalengeni in September 1973 to 38, then -
49 and to 51 emalengeni at June 1976 an average annual rate uf about 26 per cent.
Thess two categuries account for the large majority of male employees in Swaziland. -

Over the same period the qpnsumer priceéaindex for the lower income groups rose
approximately at an averdge anmial rate pof some 11.8 rer cent resulting a substantial
increase in real wage. However in recent years prices have continued to rise rapidly.
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10. Employment and unemployment

. The total number in wage employment in Swaziland rose.from 45,400 in 1970 to
69,300 in 1977 and there were probably more than 20,000 working in South Africa.

The growth rate of local employment creation has been very satisfactory but
there is wvill some way to go before jobs can be provided for all those persons now
working abroad. The agricultural sector is the largest provider of employment
accounting for 43 per cent of jobs in 19763 since 1970 the growth rates for enmployment
in manufacturing and in finance and social services have been particularly rapid.

There is no information on unemployment.

"11. Other social sectors

(a) Education. Enrolment figures show a rapid build up of both primary and
secondary edtcation since 1970. In.1977 there were 965835 primary stidents and
19,359 secondary students, a total of 116,194 accounting for about 21.6 per cent of
the de jure population. However, while a high proportion of-childrer in the vélevant
‘age groups are at school there is a plan for the general expansion of educational
facilities at all levels. The general policy of .the Govermment is still to improve
the relevance and usefulness of educational- and training programmes, relating them to
life and work in the rural areas in particular. At the same time it is necessary to
educate and train sufficient numbers of young people to meet the requirements of an
expanding ecoenomy for high— and middle-level manpower.

(b) Bealth. Up-to-date information is incomplete but in 1975 there were 1,573
hospital beds and the number uf registerdd doctors in 1976 was 71 although not all
“Were in practice. Policy for health expansion is to countinue to place emphasis on
increasing health facilities in the rural areas and to train more . local.people for - -
work-‘in the health services. The provision of better housing and health conditions
is to be aided by improved envirommental sanitatiun for low-income families in both
urban and rural areas.

B. MAJOR PROZLEMS

The rapid growth of the economy has raised a number of problems; there is still
a shortage of qualified Swazi nationals for higher and middle-level posts in most
economic sectors; in 1978, with the evidence of a widening deficit on external trade
account, it seemed likely thai the rate of growth of imports wae fast outstripping
the probable growth of exports at least in the short-term period; inflationary
pressures continued to exert their impact on the economy., This inflation was mostly
imported in the initial stages but wage demands together with the large increase in
money Supply create further pressure on costs and prices within the domestic ec¢onomy.
Departmental recurrent expenditure which doubled in four years and expenditure on
capital projects which rose four $imes in .two years at a time When revenue increases
have slowed down considerably, no doubt aggravated the . pressure:dh costs and prices.

These pfoblems have accentuated the need for better economic management and one
example has been the large number of proposals submitted for the formulativn of the
1978 to 1983 development plan which were inadequately prepared. - '
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C. INTERNAL DEVELOPMENT POLICIES

It appears likely that improved administration and management could effect !
improvements in the scone and quality of most government services. Thus one of the
cornerstones of the next development plan will be steps suggested for improving the
Government's organizatiuvnal and administrative machinery together with the training
programmes hscessary tuv make it work.

N Somélcommentary on education and health policies has already been given in tHe
relevant sectors. In the field of monetary policy, the Monétary Authority has
continued to maintain an easy monetary policy in its effort to encourage over=all
economic expansion. Liquidity and reserve requirements were unchanged in 1977/78 and
the structure of interest rates was not altered., With.high liquidity in the system,
the Authority relaxzed the restrictions on lending to non-resident tcompanies.

In order to improve the system for dealing with project submissiun, the proposal
was made that in future all projects proposed for financing from local funds be
subject to scrutiny and appraisal by the central plamming and budgetary machine of
Government; this appraisal will be nc less critical than that applied to projects
financed by outside agencies. ‘ A i

The two major projects being developed in 1978/79, the third gugar mill and the
rail-link have already been mentioned. In the plan period starting in 1978 the rural
development areas programme will continue to be a ma jor focus of activity in the
agricultural sector. HowWever, it has proved difficul% in the past to plan and execute
projects -under this programme despite the high priority given to it. '

While the Qovernment wae financially in a very strong position in March 1978 with
the result that it could increase its rate of investment in the development programme,
it saw little merit in running down the international reserves in order to finance.
projects. which were unlikely to be socially and economically productive. . .. ‘

Thigs, notwithstanding,; the capital expenditure being attempted in 1978/19?9-is
at an all time record level and there may be a particular need for foreign contract-
ing firms during the period of high expenditure to supplement local capacity.

The broad purpuses of development policy in Swaziland continue to be to promote
the widespread participation of the Swazi people in development in order to improve
the general level of living and quality of life. At the same time the aim is to
achieve a greater measure of independent control over the economic affairs, of the
nation. An increase in employment opportunities plus rural area development are -
looked upon as one of the most useful means of improving living standards.

D PROSPECTS FOR 1978 AND 1979

A particularly high level uf development spanding in both 1978 and 1979 should
let. the economy continue to grow at a relatively high rate, despite the loss of iron
ore mining to the economy. A better economic climate abroad should help the tourist
industry. .

The trade deficit, which wae at a level of some 45.6 million emalengemi in 1977
seens likely to worsen in 1978 and 1979 owing to high imports of capital equipment, .
A substantial foreign borrowing thus appears to be necessary in these two years to
meet the high capital spernding; it also seems likely that Swaziland's high level of
‘net foreign assets will be reduced to some extent as part is used up to assist in the
funding of the development programme. '



- 320 -~

0G0
A. ECONOMIC AND SOCIAL DEVELOPMENT, 1970 TO 1978 |

1=‘ Intreduotion

Between 1970 and 1974 cconomic growth in Togo was relatively rapid mainly as a
result of rising expori receipts from phosphates which financed a substantial rate of
capital formation. In 1975 however both world prices and the demand for phosphate rock
fell sharply and have not regained their 1974 levels since. At the same time
agriculture has been adversely affected by bad weather conditions and ageing trees _
in the Base of cocoa and coffee. Production levels have either stagnated or declined
for a number of crops in the past Ffew years,

Gross domestic product at current market prices increased by 10.1 per cent on
average per annum between 1970 and 1977. There are no country estimates of GDP at
constant prices but judging from the rise in the consumer price index real GQDP has
probably inoreased at a very lew rate over this period.

The value of exporits increased from CFAF 15.2 billion in 1970 to CFAF 39.1
billion in 1977 or by 14.4 per cent Yearly. Imports rose by 21.4 per cent on average
per annum to reach CFAF 69.8 billion in 1977 from CFAF 179 billion in 1970, The.
visible trade gap has consequently widened and deficits in the goods and services
account of the balance of payments have become increasingly common. Substantial
inflows of aid and capital have been used to cover the external regources gap.

. The Government budgetary position is weak as expenditure has continued to rise
faster than revenue. It is difficult to comment on the financing of the apparent
gap between recurrent rcvenus and expenditure but generally in the economy domestic
eredit expansion has been comparatively rapid leading to increases in the money supply
and inflation.

“Internal developmsnt policies have recently concertrated on measurés to revive
agricul tural production and to attain self-sufficiency in food crop output,

There are signs that world demand for phosphates is once again rising. ‘If
this trend continues, it should combine with a better performance in the agricul tural
sector to lead: to some significant GDP grow:ih in real terms between 1978 and 1980, -

2.  GDP by industrial origin

Table 1 provides details on GDP by industrial origin. While agricul ture and
related activities remained the dominant sector of the economy, 1its proportionate
share in total GDP declined sharply from 40.6 per eent in 1970 to 26.3 per cent in
1978. At the same time, the contributions of the commerce and services sectors ..
rose significantly from 16.9 per cent to 22,7 per cent and from 13,7 per cent to 20.4 '
per cent respectively between 1970 and 1978. The share of the building and construction |
sector has increased markedly and was 8,8 per cent of GDP in 1978 compared with 2.9
per cent in 1970, The share of mining and manufacturing declined somewhat and that
of electiricity and water has remained viriually unchanged during the perioed under
review, " :
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Togo: ITable 1. GDP by source, 1970 and 1975-1978 (billions of CF4 francs)

1970  Pércentage 1975 1976 1977 1978% Percentage

o ——— -

At current prices

Agriculture, forestry -

C s -
.O'"

and fishing 26,7 6 3.2 36.1  32.0 36.3 26.3
Mining . . 392 499 1.9 2-8 300 300 2.2
Manufacturin 6.6 10.0 8.4 9.6 11.0 11.0 8.0
Electricity.and water - 2.0 3.0 3,0 3.1 3.4 3.6 2.6
Building and. . - . - o e R

conetruction ==t LG TTg g 6.1 12.3 2.2 8.8
Commerce 11,1 16.9 27.6 . 26,1 29,5 31,4 22.7
Transport and :

communications 5¢3 8.0 9.3 10.0 11.2 12,5 . 9.0,

‘ P e . .
Total GDP at factor =~ = - : ' '

cost o 65.8 - 100.0 109.5 118.1  129.0 138.2 100.0
Indirect taxes léss ' A R o B

subsidies . T.6 : 13.8 © 15.8.° 17.7° 19.6
Total GDP at market o R B

prices ' © 73.4 L - 123.3  133.9 146.7 157.8

Source: Official data from Togo.

g/ Provisional,.

3» Belected economic smectors

- (&) Agrioulture, forestry and fishing. Agricultural production in Togo was
adversely affected .during the drought years up to 1974. Drought .conditions resurred
during the 1976/1977 season. Fine weather has prevailed since then but, as shown in
table 2, the level of agricul tural output has not yet regained the 1970 level, Thus
in 1977 cereal production was 26 per cent below the 1970 output and the production of
roots .and tubers was 53 per cent less "than what it was in 1970.. As a result of the
decline in cereal production, the imports of cercalshave been increased substantially
since 1975, : - P :

’

The important.export crops such as cocoa, coffes, and palm kernels have in addition
%o irregular climatic -conditions, suffered from ageing trees which are only now being
rehabilitated. The steady decline in cotton seed output since 1975 is attributable
to the switch of acreage to food crop cultivation.' .
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Togo: Table 2, Agrioultural production, 1970 and 1975 to 1978
( thousands of tonnes) B

1970 1975 1976 1977 1978

Cereals © 323 269 : 278 239 ' ces
Bots and tubers 1 625 848 856 759 e
Cocoa 23'2 14.6 17.8 14-1 15.8
Coffee 1306 7.? 8.5 10.4 4-7 .
Palm kernels 14.8 T.7 7.5 1.3 0.6
Seed cotton 5.0 10.7 9.7 T.0 4.5
Groundnuts : e, 0.7 0.5 0.2 0.6
Ghee butter 0.4 1e2.. 5.4 102 3.8
Fish cateh . 1194 13.? 8.2 804 eee

Source: Official data from Togo.

Because of unfa7ourable conditions for extensive 1ivestoek rearing, Togo imports
annually up to 20,000 head of cattle from its neighbours — Benin, Mali, Niger and
Upper Volta and additional mest supplies are imported from other ecounntries,

() Mining, Phosphate rock is the most important mineral produced. Togo is
a relatively large exporter and accounts for one sixteenth of the total world exports
of this mineral, Output has varied markedly during the period under review because
of changing world market conditions, During the past few years demand for phosphates
from Togo has been high and has risen from 2 million toanes in 1976 to 2.5 million
in 1977 and is ecstimated at 3 million tonnes in 1978, There are plans to raise .
productive capacity to 4 million tonnes by April 1980.

A oement plant to be constructed Jointly by Togo, Ghara and Ivory Coast will
use the limestone deposits in the south—ecast of Togo. This plant will ultimately
have a capacity of 1.2 million tonnes per annum. The exploitation of the iron ore
deposits in the north had been expected to start in 1979 to supply the steel mill
whioh was nearing completion at the end of 1978.

(g) Manufacturing. The manufacturing sector is #till relatively small although
the number of establishments has increased since 1{970. In the rast few years, however,
many uniis have been operating at below capacity mainly because of the shortage of
agricul tural raw materials,

Beer.and soft drinks production has expanded significantly from 94.1 and 35.5
thousand hectolitres, respectively in 1970 to 231.2 and 112.9 thousand heotolitres
respectively in 1977. The demand for beer still excecds supply and new production
capacity was being installed in 1978 to serve the needs of the country.

The production of palm ¢il and palm kernels has fluctuated widely since 1970
as a result of varying weather conditions and this has affected the plants set up
to process these products. Production of textile fabrics rose from 7.6 million yards
in 1970 to 16.5 million yards in 1975. It fell to 14.9 million yards in 1976 before
rising to 17.1 million yards in 1977. Cenment production reached 239.1 thousand
tonnes in 1977 compared with 150 thousand tonnes in 1975. Production was estimated
at 300 thousand tonmnes in 1978, The oil refinery near Lome which has a total capacity
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of 1 million tonnes produced 66,953 tonnes of refined petrcleum products dﬁring
the last quarter of 1977 and 247,227 tonnes in the first quarter of 1978.

(d) Electricity. Blectricity production has -increased steadily but about two
thirds of Togo's annual electricity needs are imported from Ghana., Production
reached 64.6 million kWh in 1977 and imports totalled 108.8 million kip. The
consumption of electricity has risen at an average annual rate of 14.4 per ocent
between 1970 and 1977, This rapid rate of growth has reflected rapid rates of
urbanization and expansion in the industrial sector.

(¢) Construction. The building and construction industry expanded significantly
in 1977 following the launching of a number of public infrasiructure projects ‘in -
1978. The total turnover of enterprises -engaged in the industry rose by 41 per cent
in 1977 and in 1978 the eight most important enterprises doubled their. total turnover.
Major construction works in progress are for roads, hotels and public buildings.

(jj Transpert, (oods unloaded at ports in Togo rose markedly from 261,000
tonnes in 1970 to 468,000 tonnes in 1976 reflecting a significant expansion-of imports
to Togo. Goods loaded, on thre other hand declined from 71,200 tonnes in 1370 to
62,000 tonnes in 1975 and to 61,700 “tonnes in 1976, The decline in the past few years
has been due to the fall in the export velume of the major agricul tural products.

Rail transpért has had 't fdde severe competition from road transport. The total
number of passengers transported annually is about 2 million and freight tonnage rarely
exceeds 50,000 tonnes., Railway traffic will however be boosted shortly when
exploitation of limestone deposits begins to supply the cement plant. There is also
an ambitious project to link Togo, Upper Volta, Niger and Mali by rail which should
assure rail transport in Togo a brighter future.

Airﬁort traffic has grown rapidly during the period under review., The number
of passengers handled rose from 37,600 in 1970 to 115, 600 in 1975 and to 147,000 in
1977,

(5) Tourism. The tourist industry has expanded rapidly particularly in the
past few years. Hotel capacity rosc¢ to 1,000 rooms in 1977. Total tourist arrivals
reached 70,700 in 1977 compared to 60,000 in 1976 and only. 8,400 in 1970..Total hotel
capacity will be expanded to 2,000 rooms by 1980, o o

4, Expenditure and the GDP

Private consumption accounts for the greatest share of gross domestio expenditure
but its share has fallen for 81.2 to 68.8 per cent of GDP from 1970 to 1978. Publie
consumption has risen at a very fast rate since 1970. It grew at an average annual
rate of 28.5 per cent between 1970 and 1978 and its proportionate share in total
GDP consequently expanded significantly from 7.1 per cent to 24.5 per cent during
the same period. :

An increasing share of the GDP has also been spent on gross domestic fixed
capital formation since 1970. In 1970 capital formation represented 12.5 per ocent
of total GDP, by 1978 the proportion had risen to 31 per cent. In 1978 alone fixed
eapital formation increased by 36.5 per .cent.
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Grose domestic: savings have varied aignificantly over the lagt few years.
They reached CFAF 28,6 billion in 1975 following the 1974 phosphate export boom = ...
but fell progressively to only CFAF 10.5 billion in 19?8 In 1970 they represented
11.7 per cent of GDP and in 1978 6 7 per cent.

Togo: Iable‘3; Ekpendlture-and the GDP, 19[0 and 1975—1978 (bllllons of CFA francs)

1970 Peréentage 1975 1976 19772/ 1978  Percentage

Afueﬁrien% ﬁjieee

92.7 100.5 108.6 68,8

Private  consumption 59, 6 81.2 83,0

Public-consumption 5.2 7.1 18.6 18.6 29.2  38.7 24.5

Gross démestic fixed ‘ . .
capital formation 9.2 12.5 35.8  33.3 35.8 48,9 31.0

Increase in stocks 1.4 1.9 - Ted 3.1 5.0 14.8 ‘9.4

Exports less imports ' : : L ' :

_ of goods and servides -_~2.;o ~2.7  =21.4 '=13.4 =23.8 ~53.2  -33.7

Total® GDP at market -»"i - o - :

. prices T3.4 100.0 123.4 134.3 146.7 157.8 100,90

Source: Official data from Togo.

a/ Provisional.

5«  External trade and balance of payments

Between 1970 and 1977 the value of exports from Togo rose by 14.4 per cent on -
average per annum and imports by 21.4 per cent a year. The visible trade gap has
consequently widened substantially. It reached CFAF 30.8 billion in 1977 compared
_to CFAF 2.8 billion in 1970. ' T L :

In 1977 exports expanded substantlally both in terms of value ‘and volume with
export receipts growing at 57.0 per cent and export volume by 48.3 per cent. Thé
important commodities leading to the high rise in exports were phosphates, cocoa
and coffee, The same was true for imports with import value and volume growing- by
57 2 per cent and.71.5 per cent respectively.

Prov131ona1 data for 1978 sugges t further subetantlal increases in bhoth exports
and 1mports. : :

The net inflow of Government transfers (aid receipts) have been stable at
about CFAF 10 billion between 1976 and 1978. Capital flows amounted to CFAF 8.8
billion in 1975. In 1976 they dropped to CFAF 8.1 billion before rising to CFAF 16.6
billion in 1977. - The inflows of capital and aid receipts in 1976 and 1977
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Togo: Table 4. External trade and balance of payments, 1970 and 1975-1977
Ebillions of CFA francs)

1970- -+ 1975 1976 1977
External trade
Exports ‘ 15.2 27.0 24.9 39.1
Imports | 17.9 37.3 44.4 69,8
Balance _ -2.8 ~10.3 -19.5 ~30.7
Balance of payments
Goods and services (net) -3.11 ~24.86 ~27.5 -31,8
Private transfers (net) ~0,11 0.60 2.0 3.0
Government transfers (net) 4.03 8.66 10.0 10.0
Capital {net) 1.58 18.80 8.1 16.6
Reserves and related items (net) -1.97 -2.34 5.1 2.2
Errors and omissions ~0.42 -0,86 2.3 cos

Source: IMF, Intermational Flnanclal Statistics, vol. XXX, No. 11, November 1977
and vol. XXXI No. 12, December 1978; and fo101al data from Togo.

were not sufficient to cover the deficits for goods and services which have widened
in recent years. The international reserves fell in 1975 and 1977 and at December
1977 net foreign assets were CFAF 4.32 billion compared with CFAF 22, 38 pillion at
the end of 1974.

6. Development aid and external debt

From the balance of payments data total grant aid receipts to the Qovermment
amounted to ‘about CFAF 30.5 billion in the three year periocd to 1978. The increasing
capital inflow since 1976 probably included substantial loans to the Government
destined for the large public works projects. This has consequently raised Togo's
external public debt substantially in the last few years. The level of external
public debt was estimated to be about CFAF 156.7 billion in 1978 compared to CFAF 141.3
billion in 1977 and CFAF 55.6 billion in 1975.

Te Covernment revenue and expenditure

As indicated in table 5, total recurrent revenue rose from CFAF 9.9 billion
in 1970 to CPAF 20.2 billion in 1977 or by 10.7 per cent on average per annum.
Recurrent expenditure rose yearly by 26.5 per cent on average during the same pericd
and has exceeded recurrent revenue since 1975. :
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Togo: Table 5, - Government revenue and expenditure, 1970 and 1975-1977 . ;i
{billions of CFA francs) , _ b

e N 1970 . 1975 - - -1976 - - 4977 -
Recurrent revenue 9.9 15.6 20.8 T % A
Recurreht expenditure 9.6 20.8 38.9 49.8

_Capital ' receipts '~ 2.4 12.1 14.3 22.3

Capital expenditure . . 0.9 11.4 1.6 9.6

. Total receipts -~ -~ - . 12.3 277 35. 1 42 .5
Total expenditure 10.5 32.2 50.5- . . 9.4 -

Rolpnoe ‘ ‘i ' : +1.§ 4.5 -15.4 - :'f16;9

Sourcet Togo, The Treasury.

‘Investment expenditure expanded substantially -from CFAF 0:9-billion im 1570 - -~
to CFAF 11.4 billion in 1975 There was little increase in 1976 but there was a
fall to CFAF 9.6 billicu in 1977. - The over-all—hvdge*ary deficit has w1dened
significantly since 1975 The cash shortages have been met by recourse to forelgn
borrowing.

8. Money aﬁd~banking_

Money proper; that is currency outside banks plus demand deposits has expanded
rapidly in the seven year period under review. It averaged an annual rate of increase
of 20.0 per cent, In 1976 alone the money supply rose-by 52.3 per cent but fortunatel;
it increased by only 10.6 per cent in 1977. Quasi-money also increased steadily with
an average rate of growth of 24.4 per cent between 1970 and 1977.

. Net foreign assets have fluctuated over. this period rising to 22,38 billion at
December 1974, falling to CFAF 5.81 billion at the end of 1975 then increasing again
~to CFAF 12, 8 billion at December 1976 before falling once more to 4.32 billion at
the end of 1977-

Togo: Table 6. Monetary survey, 1970 and 1915~1978 (billions of CF4 francn)

D ' End - End -~ BEad End .0 oJuly’
P - - 1970 « 1975 1976 1977 - 1978
Net foreign ascets 11,00 - 5.80  12.70 4.32 6.47
Domestic credit
Net claims on CGovernment ~4.T4 1,40 1.16 1.85 5.12
{laims on private sector 8.37 24.64 32.23 44.59 51.03
Money 10.15 21.56 32.94 36.45 46.14
Quasi~-money 2.52 6.72 8.27 i1.63 13,73
Other items (net) 1.26 1.89 3.17 1.04 1.15

Source: IMF, International ¥inancial Statistics, vol. XXX No. 12, December 1977,
and vol. XXXI No., 12, December 1978.
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Claims on the -7’ ate sectcr accounted for the greater part of the increase
in money supply sinue 1975, Private credit rose from CFAF 24.64 billion at the end
of 1975 to CFAF ©1,02 hillion at Decemb.r 1977. 1In 1970 the Government was a. net
creditor to the banking sysiem but since 197544t has borrowed regularly from the
banks, ‘ : R S : R

9, Wages and prices

As reporied in last year?s Survey, large wage increases were granted in 1975
and‘since Janunzy 1977 riscs of 15 per cent were authorized for employees in both
the public ‘and private sectors. _ o : o

The rate of increase in the consumer price index has been about 11.7 per cent
between 1970 and 1977. In 1977 alone the index rose by 23.2 per cent. Food and
clothing accounted far the greater part of this indrease. However, some deceleration
was observed in the rate of inflation during the first nine months of 1978. This.
has been attributed %o 2 good agricultural season which has brought down the prices
of " foodstuffs.

10. Employment and waiemployment

'j,Iq.i97ﬁfTP€ per.ceﬁ%iof;the,tdtal activé population was in wage employment

compared with 5.6 per cent in 1975. WHage earmers in the public sector rose from
- 24,893 in 1975 $o 36.137 %x 1077 and those in the private sector from 25,140 to
35,856 in the same two reaw veriod. The rise in wage employment in the private .
sector is dve to the large public work projects in pProgresgs,

UHempleméhﬁléppéais to be fairly substantial judging from the numbers of job '
seckers who Tailed to find employment in 1976,
11, Osher social sectors

, (g) Education., e cchool vopulatlon has risen steadily during the period
under review, Primary schocl ebrclment rose from 206,200 in 1970  to 421,400 in 1978
or by 3.3 per cent on averege per annum. The vrimary enrolment rate in 1978 was more

than 80 per cent. Zarclment in. secondary schools was 18,700 in 1970 and 96, 300 in
1978 and "in higher educetion the total number of students was 260 in 1970 and 3,120
in 1978. Allocations fiom the public budget rimanceabout 86 per ocent of expenditure
on educaticn. Contributions by parents and external aid account for the remainder.

'(y)nggglﬁgL The health sector suffers from a severe shortage ¢f personnel.
In 1976/77 there were approzimately 100 doctors and 1,000 nurses for a total
population of 2.. millior, A mejor hospital exists in Lome and there.are hospital
centres in four other mazjor tc'ms. There are plans to build health centres in all
the smaller towns, o R o . -

- (o) Housing, Becanse of the rapid growth of the urban areas, there is an acute
shortage of housing particularly for the loy~income groups. In 1977 ordinaces were
passed creating an urban land agency and expanding the activities of the Societe
Immobilier du Toge.
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B. MAJOR PRUBLENS

Agriculture in Togo has been adversely affected by drought conditions and irregular
rainfall. Production has tended to decline in the recent period and this has created
problems in food supply and for agricul tural exports. Subsetartisl imports of food-
stuffs are needed annually and food prices have been rising particularly in the urban
areas,

In industry mention has already been made of the difficulties in obtaining raw
material inputs for a number of enterprises, Several industrial units are operating
below capacity. In certain sectors, notably cement and beer, demand exceceds supply.

The visible trade deficit has been inereasing since the rise in imports has been
substantial while the violent fluotuations in crude phosphate prices have prevented
a steady increase in total export receipts, Government revenues have therefore net
expanded fast enough and substantial over-all budgetary defiecits have besome common.

Ce  INTERNAL DEVELOPMENT POLICIES

Development policy in agriculture is emphasizing the revival of produstion levels
for both food orops and commercial crops through the national campaign for agricultural
production which was launched in March 1977.  Regional organizations for the development
of subsistence production were created in October 1977.

To help contain the increasing trade deficit, the Government has decided to
contain the rise in the import bill by " reordering its investment priorities. A
number of non-essential development projects have consequently been postponed.

Efforts are also being made to reduce domestic credtt and the expansion of money
supply. Indirect taxes were raised in 1977 to reduce some of the excessive liquidity
in the system but this has led to an increzse in consumer prices,

D. PROSPECTS FOR 1978 TO 1980

There are definite signs that the national campaign for agricultural development
launched in 1977 is meeting with some success, For instance, some 15,000 hectares
of cocoa out of the 36,000 hectares in the country have been rehabilitated and it
is expected that by 1980 about 4,400 hectares of new cocoa will have been planted,
The use of better crop rotation systems, more chemical fertilizers and modern machinexry
elsewhere in agriculture has started to raise production,

There are signs of an improvement in the world market prices of phosphates and
the prospects of an increase in demand are good. The Government recently signed
financial agreements totalling CFAF 4,500 million with a consortium of Buropean and
Tunisian banks to boost production and there are plans to build a fifth production
facility which would raise output capacity to 4 million tonnes. Increases in receipts
from phosphate exporte should combine with a good performance in a revived agricultural
sector to transform the economic situation in Togo and provide good economic growth
rates in the years 1978 to 1980. ‘



E. ECONOMIC CO-UPERATIUN

Togo has takei an active part in the establishment of regional institutions and
programmes designed to strengthen economic co~operation. It played a key role inm
the oreation of ECOWAS and provides the headquarters for the ECOWAS Fund for Eoonomioc
Co-operation, Compensation and Development. ,

At the bllatetal subregional level, mention has already been made of the
agreement entered-into with Ghana and the Ivory Coast to build a cement complex to
serve. the needs of the three countries. There are also plans to develop a transport
system %o-link the port of Lome t> the land-locked sub-~Saharan States of the .
Upper Vol ta, Mali and Niger.  This will involve the improvement of the railway system
ani the construction of good feeder roads. The Ganadian Government and the Arab
Bank for Economic Development in Africa (BADEA) have provided loans of C§ 13 million
and JUS 3 million respectively towards work on these projects,
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. TUNISIA

A.  ECONOMIC AND SOCIAL IEVELOEMENT, 1970-1978
1. Introduction | ' L

From 1970 to 1977 the economy of Tunisia grew at an annual rate of 8.3 per cent a
year measured by the GDP at constant prices; this is a much higher rate of growth than
that achieved in the 1960s. The forecast for 1978 is for a growth of 7.9 per cent Bo
that from 1970 to 1978 the GDP at constant factor cost probably grew by 8.2 per cent a
year. At current prices the GDP growth rate at factor cost is estimated at 15.5 per
cent_annually,and.%he implicit GDP deflator is 6.7 per cent a year which compares with
an annual increase in consumer prices of 5.6 per cent and of wholesale prices of about
7 per cent. . - \ :

In 1978 itself the érowth rate vf GOP at constant factor cost of T.9 per cent
compares Wwith only 3.5 per cent in 1977; when measured at constant market prices the
growth rates were 4.1 per cent in 1977 and 8.9 per cent in 1978. Thus the GDP growth
rate achieved in 1978 was beginning to approach the average of 9.8 per cent a year
achieved in the first five years to this decade which were years of particularly fast
economic growth in the country. In the non-agricultural sectors growth averaged 8.3 per
cent a year in 1977 and 1978 which was higher than the average for the fourth plan
period from 1973 to 1976 of 7.6 per cent annually but below the target growth rate for
these sectors in the first two years of fifth plan periud of 9.6 per cent a year. The
sums spent on investment in 1977 and 1978 were 645 milliun dinars and 750 million
dinars respectively, equal to 30.4 per cent of the GDP at market prices; in 1973 to 1976
this ratic averaged 25 per cent.

4 total of 889 million dinars was mubilized from domestic resources in 1977 and
1978 towards the investments totalling 1,395 million; this was 63.7 per cent of the
amount required, the balance was obtaine? from external resources. Between 1970 and 1975
investment expenditure quadrupled,increasing at an average rate of 22.6 per cent a year.
Domestic savings have risen by 21.4 per cent annually over this period and in 1977 the
proportivn of investment financed externally was 37.3 per cent compared with 32.5 per
cent in 1970. In 1977 and 1978 there were 84,000 new jobs created equal to 36 per cent
of the total forecast for the fifth plan period. ZEmployment creation has been rapid
this decade, the total in wage employment rising from 755,000 in 1970 to a provisional
total of 970,000 in 1978; however, there were still an estimated 145,000 unemployed in
1978, although substantially below -the 185,000 of 1976.

The dynamic development of the Tunisian economy from 1970 to 1977 can be attributed
to the opening up of the econumy with a large place given to private enterprise. Product-
tive investment has been emphasized since 1970 especially that which increases employ-
ment and leads to a Tise in the number economically active. The promotion of export
industries was covered in legislation introduced in 1972 ahd the investment code was
revised in 1974 to encourage industrial investments and decentralization.

Except in 1977, climatic cunditions Wwere generally favourable and this helped the
growth rate in the agricultural sectur. There was also an improvement in the country's
terms of trade especially in 1974 and 1975. However, in 1977 the country was faced with
many difficulties especially the drought, an unfavourable international situation and
pressure for substantial wage rises from the trade unions. Despite these unfavourable
events,it is possible to state that the economy in 1977 was much less wvulnerable than in
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1970. The high.level of investment in that year and in 1978 will ‘provide a good basis
for further high growth in the economy and help towards achieving the strategic object—
ives of the fifth development plan especially the investment in Water resources, for
the promotlon of" 1ndustry and the growth of exports. .

2, ’ GDP by 1ndustr1a1 orlgln

The main changes in the distribution of the GDP by sector between 1970 and 1977
have been the increases in the shares of petroleum, manufacturing industry and construct-
1on and falls for transport and communicatiuvns and for other services.__The reduction
in I977 for ‘agriculture, forestry and fishing was only temporary and due to the poor
climatic condltlonslln that year. e

Between 1970 and 1977 the share of GDP from petroleum rose from 4.9 to 6.6 per
cent, from manufacturing industry grew from 9.2 to 10.6 per cent and from construction -
increased from 7.5 to 10. 3 per cent, the fall for transport and communications was from:
7.6 to 6.8 per cent and for other serv1ces excluding commerce,was from 26.3 to 22.9 per
cent. The contributiun of agriculture, forestry and fishing to GDP in 1970 was 19.3
per cent and this rose in 1976 to 20.6 per cent before falling to 18 4 per cent in 1977.

O e e SN

Tunigiai Tabls 1. GIF by source, 1970 and 1975 o 1978 (mlllions of dinarsj"

1970 Percentage 1975 1976 1971J=LuPercentag§;;il978§’

At current'priCes o - "ﬂ -."- L | i

374.7.

Agriculture, farestry and o o |
_311.7  336.5 - 335.0 1€

fishing ' 126.8 19.3 8.4
Mining : 8.8 1.4 51,2 26.2 25,6 1.4 25.4
Petroleum products 31.9 49 116.2 102.2 120.6 6.6 134.9
Manufacturing 60.5 9.2 154.8 173.9 193.1 10.6 227.9.
Flectricity and water 13.1 2.0 . 23.9 27.8 33.0 - 1,8 - M.T
Conastruction - 49.0 7.5 136.3 160.8 187.0 10,3 218,4
Wholesale and retail ‘ ‘
Transport and _ -

communications 50,2 1.6 84.6 97«4 124.9 6.8 144.8
Other services . 172.8 26.3 324.6  358.0 416.8 22,9 473.7
Total GDP at factor cdost 656.3 100.0 1 527.8 1 634.3 1 823. 0 100.0 2 072 o

Source: Tunlsle, Mlnlstére du Plan, Series statistigjues restrospectlves, 1968—1973
et Budgets economigques, 1978 et 1979.

’ g/“fForecast,

The annual growth rates of major indivigual sectors at constant prices between 137C
and 1977 were 6.7 per cent for agriculture, forestry and fishing,despite the substantial
fall in 1977 itself, 1l.3 per cent for manufacturing industry and 7.1 per cent for other
industries. For the service sectors as a whole the rate of growth averaged 8.6 per cent
a year. Tourism has grown in relative importance in the periocd under review, represent-—
ing about 4 per cent of GDP in 1977 against 2.6 per cent in 1970.
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3. . Selected economic sectors

(a) Agriculture, forestry and fishing. This is still the most important product-
ive sector but the rapid growth in manufacturing industry and constructi.n in particular
have had the effect of broadening the productive base in the economy, reducing to some
extent the dependence on agriculture. : NV ’

Tunisia: Table 2., Commercial agricultural production, 1970 and 1975 to 1977
(thousand tonmes) - '

»

1970 1975 1976 - 1977
Olives . : 125 468 870 "425
Tomatoes 165 256 250" - 320
Citrus fruit 101 ©131 + 163 - - 160
Table grape , 73 140 111 . 9g
Meat . : ) 80 114 120 132 o
Fish ‘ .24 46 49 ' 54

S . . P e

Source: As table 1;

Note: The figures may relate to agricultural seasons and not the calendar year.
Apart from the major commercial products shown in table 2, all of which show a .
suybstantial increase comparing 1977 and 1970, Tunisia produces much of its cereal tegquire
ments, In 1970soutput of cereals was 713,000 tonnes and rose to 1,215,000 tonnes in 1975
before falling to 1,050,000 tonnes in 1976 and 670,000 tonnes in 1977, Witha return to

a more normal’rainfall, the 1978 ecrop was forecast at 900,000 tonnes.,

Dutput of olives is highly susceptible to the rainfall pattern and, as indicated in
table 2,8 very large crop of 870,000 tonnes was harvested in 1976, compared with more
normal figures of 468,000 tonnes in 1975 and 425,000 tonnes in 1977, while the 1970 out-
put was only 125,000 tonnes. ' ) ' )

The poor figure for cereals in 1977 was due to the drought conditions prevalent
during part of the grovwing season.

(2) Mining (excluding petroleum).’ The most important product is crude phosphates
but iron ore, lead, zinc and salt are among other minerals pruduced. Output of >
phosphates has grown by 24 per cent between 1970 and 1978 but the quantity of iron ore
mined has fallen by more than a KHalf, similarly for lead, while the fall in zinc out~
put has been about 20 per cent. Salt productiun grew by 41 per cent over this pericd.
There was a fourfold rise in the price of crude phosphates in 1974 and -a further
price increase in 1975 but,subsequently,the price has declined,so that in 1977 it was
56 per cent of that of 1975 and there was a further small fall in 1978, These price
movements had an important influence on the realizations from the mining sector as a
whole. ' R
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Tupisia: Table 3. Mineral production, 1970 and 1975.%to 1978 (thousand tonnes)

1970 1975 1976 1977 .1975'?/..
Phosphates 3 023 3 456 3 294 3 614 3 750
Iron ore 174 614 511 343 350
Lead 37.0 17.7 17.3 16,1 15.0
Zinc 2204 l3o? 13.4 12t4 18-0
Salt - 245 380 425 334 45
Fluorspar ' 30.2 33.9 34.5 28.9 - 30.0
Barytine LI 15.1 224 3 5.0 ' 10.0
Crude petroleum 3 4 164 4 600 3 110 4 300.0 4 800
Natural gas (million m”)

ves 208 213 250 256

Source: As table 1.
2/ Earl& estimates.

(g) Petroleum and natural gas. The information on levels of production is given in
. tgble 3. This shows that vutput of crude petroleum has fluctuated to some extent in
the period under review and the 1975 level of 4,600,000 tonnes was not restored until
1978 when it is estimated to have risen to 4,800,000 tomnes. Output in the recent
pericd has risen because of water—injection:used in the two largest producing fields.

Natural gas output was small in 1970 but its use has grown substantially as more
has been piped for electiricity production and for heating in industry.

(d) Manufacturing industry. This has been a key sector for growth since 1970 and
as indicated earlier, the value added for the GDP at constant prices has increased by ar
average of '11.3 per cent a year between 1970 and 1977. There was only a relatively lov
rate of growth in 1977 itself of 4.2 per cent but the pattern of high growth appears tc
have been re-established in 1978.

The volume index of output from the manufacturing industry shows that average
annual rate of growth from 1970 to 1977 was 6.8 per cents The higher rate of increase
for value added for GDF indicates some relative improvement in prices for manufactured
products vie-3-vis the rest uf the economy and that productivity and profitability
have improved in this sector. - ]

Information available for the past three years of the contribution to GDP by
various subsectors uf the manufacturing industry, show that growth has been particularl;
marked in all years for consiruction materials, for chemical industries in 1977 and
for textiles in 1976.
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Tunisia:z - Table 4. Production of selected manufactures, 1970 and 1975 to 1918/ . o

1970 1975 1976 1977 197821
Olive oil (thousand tonnes) 25 117 180 85 135
Sugar (thousand tomnes) 78 91 93 80 103
Tomato concentrate (thousand . o '
tonnes) 13 .30 .28 40 30 B
Cotton fabrics (million metrea) 15.2 42.5 44.0 50.2 43.2 ?
Clothing. (million pieces) 4.1 . 26.9 41.2 44.0 44.0
Triple superphosphates _ ‘ S
(thousand tomnes) , . 383 - 305 343 487 500 )
Paper pulp (thousand tonnes) 19 22 . 20 22 : 24 .
. Cement (thousand tonnes) 54T 613 418 630 930
Index of productioné/ 100 138.5 147.2 . 158.6 . ave

Source: As table 1.

a/ 411 nenufactures. ' B e e Mm.-;u
"’{_) E}ectr1cltx. There has been a high growth rate in electrlclty productlon sinca
1970, the total output increasing from 576.7 million kWh to an estimated 1 » 572 million in
1978 equal to an average growth rate of 13.4 per cent a year. In 1977 and 1918 the growi:
rates vwere 18. 5 per cent and 17.5 per cent, respectively.

(f) Construction. The rise in investment activity this decade has provided much
more work in the construction industry. As was shown earlier, the contribution of
construction to the _Gor has risen from T. 5 per cent in 1970 -to 10.3 per cent--in-1377,
indicating a growth rate in ‘the sector well above the average for -the économy as a whole.
Cement productlon was 547, OOO tonnes in 1970 and 630 000 tonnes in 1977 but a large rlse
"to 930,000 tonnes was expected for 1978. ,

(g) Transport services. The growth in the sector as & whole has originated in - -
greater tonnages handled at the sea ports, in more vehicles on the rcads and in a
substantial rise in passengers handled at airports,particularly up to 1975. However, tke
railway tonnage figures show virtually the same totals in 1970 and 1977. ‘ . -

The average annual increases from 1970 to 1977 Wwere -for freight handled at the
ports:: 4.1 per cent, passengers handled at airports: 8.4 per cent and road vehicles in
use for frelght -and public passenger serv1ces: 10.8 per cent.- ’ G :
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Tunisiat Table 5, Selected transport indicators, 1970 and 1975 to 1977 .

1970 1975 w16 91T

Forts .o ST : : .
Froight loaded (thousand tonnes) . 3 459 3 185 4 320 4 394
Froight unloaded (thousand tomnes) 4 799 4 758 5 529 6 565
Railvays E - ; ' | - |
Preight (million tonne/Km) 1 328 1 283 1 277 1 339
Frads . L oo .
Vehigles £or.freight.and public -« < o+ o e

passengers 2 767 3 820 3 915 4 871
Airports : C ‘ 7 ' | _‘;h”mw- ; et e e o
Passengers WaHarsd (fhousand) ~ " T 131%% 2 420 2 562 2549

Source: 4s table 1.

9_/ 1971,

* (b) Tourism. There was a fall in the number of nights spent at hotels in 1977,
compared with 1976 with totals of 8,805,000 and 8,890,000,respectively, The forecast for
1978 is a total, of 9,200,000. In 1970, the total had been 3,208,000 and in 1975 9,427,000,

With the substantial rise in hotel beds since 1970, the occupation wate at hotels
wan only 38.2 per cent in 1977,with a total of 64,097 beds. Tpurigg:igmhighly_seasbnal in
Tunisia, which is one reasoun for the comparatively low occlipancy rate.

4.  Dxpendivure and the GDP

. Tunisia has increased its investment effort substantially since 1970 and the rate of

growth of gross fixed capital formation at current prices has been 23 per cent a year from
1970 to 1977,with the total capital formation excluding stock changes rising from 151.5
million dinars in 1970 to 645 million in 1977. The proporticn of GIP represented was 20
per cent in 1970 and 30.2 per cent in 1977, .

Tke preportion of GDP spent on consumption, both publie and private,was 84.2 per cent
in 1970 and 80.1 per cent in 1977. In 1977 public consumption was 15.5 per cent of total
27 The lovel of domestic savings has risén from 15.8 per cent to 19.9 per cent:of GDP
- over the period under review but,with the much sharper rise in investment expenditure an
increasing proportion has had to be financed from external resources. In 1977,about one-
third of the invesiment was financed externally.
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Tunisia: MTable 6. Expenditure and the GDP,1970 and 1975 to 1978 (millions of dinare.)

1970 Percgentage. . 1975 - -~ 1976 = 1977 ~Pércentage 1978ﬂ/

At current . prices-- -
Private consumptivn 507.5 67.0 1032.1 1 192.8 1 380.8 64.6 1 557.2
Public consumption 130.8 17.2 250.2 275.0 332.3 15.5 384.8
Cross fixed-

consumption 151.5  20.n 461.0 550.0  645,0 30.2 750.0
Change in stocks 2.2 0.3 85.0. 40,0 ves ‘oo “se
Export% less imports .

of goods and '

services -34.0 =45 -84.1  -153,8 -221,1 ~10,3 ~240.0
Total GDP at market '

prices 758,0 100.0 1 734,2 1 904.0 2 137.,0 100.0 2 452,0

Source{ As table 1.

R R e s anmma s DL LI

é/ Forecast,

Domestic savings were lower in 1977 than the average for the period 1970 to 1977
because uvf the poor agricultural season and its impact on the overall growth rate of the
economy. The savings rate was equal to 26.5 per cent of GDP in 1975 and 22.9 per cent
in 19764 ' . C Co :

s The .total net inflow of resources to supplement domestic savings Was 4.5 per cent

of GDP in 1970, 4.8 per cent in 1975, 8.1 per cent in 1976 and 10.3 per cent in 1977.
P . [} P

.. _.: . ‘_ 4
5 External trade and balance of payments

Up to 1974, the balance of payments was in surplus and external reserves were
increased but, since, then owing to the international economic situatiun, the increasing
deficit on merchandise account and a current account deficit, there has arisen an over—
all defiecit in the external payments account and some loss in the country's internatiocnal
reserves. In the years 1975 to 1977, these reserves fell by 39 million dinars,

The deficit on external trade was 69 million dinars in 1970 and rose to 318.4
million dinars in 1976, Phere was a further rise to 367.8 million dinars in 1977 and the
forecast is for a deficit of 424 million dinars in‘l978,with imports again rising faster
than exports. . : : . -

The major export items in 1970 were crude petroleum, phosphates and olive oil,which
between them accounted for.65.5 per cent of $otal exports in 1970 and 57.7 per cent in
1977. Between 1970 and 1977,exports of textiles and clothing increased from only 2 mil-
lion dinars in 1970 to 77.2 million dinars in 1977 and a further increase was expected in
1978, Other items to figure more prominently in Tunisia's merchandise exports in 1977
were triple superphosphates and phosphoric acid. In 1977, expurts of these two products
Were worth more in value than crude phosphates. The growth in the export trade of the
country since 1975 has come mainly from manufactured products.
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Tunisia: Table 7. "External trade and balance vf payments, 1970 and 1975 to 1977'.
Emllllons of dinars)

1970 1975 1976 1977
External trade
Exports o | ‘ 98.8 345.6  .338.3 390,1
Imports ' g 167.8 572.8 656,17 T757.9
Balance , L —69.0 —227.2  -318.4 - =367.8 °
Balance of payments-
Goods, and services (net) ; -58.3 -143.6 -243.1 - =315.3
Private transfers (net) 14.2 5447 55¢7 66.9
Government transfers (net) o 16.3 15.3 20.6 . - 18.9
Capital 37.8 82.1 165.1 205.5
Reserves and related items : -10.5 6.8 6.9 © 25.3
Errors and omlsslons 0.5 =15.3 .- =h.2"

_1a3

Source: IMF, Interpatiopnal Financial Statistics, vol. XXX, No. 12’Decemberi'1977;

vol, XXXII No. 1 January 1979,

Imports into TunlSla contain a high proportion of capital equipmert but the per—
centages for raw materials and semi=-finished products and consumer goods,including food-
stuffs are also substantial. In 1977, 29.6 per cent of imports were capital goods, 30.3
per cent raw materials and semi-finished products;1l7.4 per cent were non-food consumer
goods, 11,9 per cent were foodstuffs and 10.4 per cent Were energy products. In 1970,
23 per cent had been capital goods and only 4 per cent Were energy productss - --

As compared with 1970ythe terms of trade moved in Punisials favour and in 1975 the
index was 152, 8 (1970=100). However, continuous rises in import prices togethér'W1th
some fall in export prices have reduced these trade terms to 144.3 in 19176, 139 5 in
1977 and an estimated 137.2 in 1978.

Based on the unit prices of exports and imports and the total value of both, the
volume of exports rose by 42 per cent between 1970 and 1977 and of imports by 126 per
cent. The average annual growth rates were 5.1 per cent for exports and 12.4 per cent
for imports.

In the first nine monthe of 1978, the value of exports was 13 per cent higher and
that of imports 17 per cent more than in the same pericd of 1978. This suggesats that
total exports and imports for 1978 will be 440 million dinars and 887 million dinars,

respectively.

The balance of payments show that Tunisia has a positive balance for services,
largely due tuv earnings from tourism and this net surplus, together with remittances from
Tunisian workers abrvad plus some small inflow of Govermment transfer has helped cover
part of the large deficit on external trade. However the net inflow of capital has been
more important,with a total of 452.7 million dinars received in the three years 1975 to
1977. Despite this net inflowinternational reserves have had to be run~down to
some extent to ensure an overall payments balance.
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The indications for 1978 are that the much increased trade deficit was more than .
covered by net inflows of sérﬁic@s;“incvma;“trahsféi§‘éﬁa'capital;ﬁith the result that
at the end of the year there was some small increase in the level of the international
reserves. e e el e e e . B L e e s Ty TP IR P - - .-

6. Development aid and external debt

The external resources flow to Tunisia has included increasing prorportions of
private loans and luong-term public loans this decade. The position is as follows:

External vesources inflow (in million dinars) 1970 1975 1976 1977 1978

Crants, eto. 25,5 20,2 22,8 20,3 17.0
Participations 10.3 27.4 52¢3  53.5 44.0
Long~term. public loans - - . 31.4 59.2 - 75.8 - 97.7 100.0
Medium—term private loans : - 19.7 14.2 78.1 122.2 165.0
Less capital outflow : -27.6 =45.5 -  ~66.,6 -82.9  -60.0

Such an inflow. of capital has;naturally,led to a rapid increase in the external debt
and to a substantially higher. debt service burden., In 1970, the external debt was 322,1
million dinars,including 228.3 millions of public loansz by.1977..the.total.had risen 4o .
786.6 milliun dinars,including 546.5 million public debt and, in 1978 it is estimated to
kave exceeded 1,000 milliun dinars withh623;millionmphblicadghtraédﬁa?S million private
debt. RO 6 Sk

- Debt service charges inoreased from 36.7 millien dinars’in 1970 to 76 million dinare
in 1978. The 1978 total was 1l.4 per cent of current-exterhal receipts but, if capital "
repayments- are. included,the proportiun is higher. - - L

7. Government revenue and expenditure

In the Government accounts there has been a faster rise in recurrent revenue than
recurrent expenditure since 1970 and it has been possible to allocate the increasing -
budget surplus towards financing the capital budget. However, capital expenditure has
grown muck more rapidly than recurrent expenditure and there has been increasing recourse
to external resources to finance such expenditure.

The average annual growth rates uf recurrent Trevenue, recuirent expenditure and
capital expenditure between 1970 and 1978 have been 16.9 per cent, 15.9 per cent and 23.5
per cent,respectively.

In 1977 and 1978, in order to help finance the capital budget, recourse was made_fo

borrowing on the international financial market for 51.6 million dinars in 1977 and 62.4°
millionjdinars-in 1978, . o . - :
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Tunisia: Table:B., Government revenue and_expenditure, 1670 and 1975 o 1978 (millipns
of dinars) T - : : -

1970 1975 1976 1977 19768/
Ré&urreﬂt revenue ) CUI55V3TTT O361,7 39446 473.3 - 541l.2.-
Recurrent expenditure : 125.4 269,2 289.7 357.4 421.2
Recurrent surplus 25.9 92.5 104.9 115.9 120.0
Capital expenditure | - 64.7  196.7  249.0  318.2 350.0
Other capit@l;;eoeipts -
Domestic loans | 8.4 24.8 48.2 76,2  92.0
Other domestic receipts 5.9 14.3 16.4 21.1 25,0 -

606 38'0 3609 108.5 10009 '

External receipts ' 2

Source: Tunisia, Ministére du Plan.

a/ Budget estimates.

8. - Money and banking

- In the period 1970 to 197@ net foreign assets first increased rapidly up to the end
of 1974 and since then have fallen progressively but their level at December 1977 was
100.8 million dinars compared with only 8 million at December 1370. Domestic credit has
risen throughout the period but with a much faster rate of growth in private sector credi
than in net claims on the Government. The average annual growth rates were 19.5 per cent
for private sectour credit and 7.9 per cent for public sector credit.

Comparing December 1977 and December 1970, both the increase in net foreign asaseis.
and in domestic credit have had their influence on the growth of the money supply. Over
the seven—year period,money proper rose by 16,9 per cent a yearj including quasi-money,
the annual growth rate was 19.6 per cent. These rates of increase in money supply can.
be related to the growth-of GDP at constant market prices averaging 8.5 per cent a year
and their inflativnary impact has not. been particularly strong. In fact,consumer prices
in Tunisia have risen on average by only 5.4 per vent a year between 1970 and 1977,which
is a particularly low rate in the circumstances of world inflation which has been pre—
valent. . - :

In the first nine munths of 1978 domestic credit rose by 15.4 per cent for the
public sector and 11.1 per cent for the private sector;  'the increase in money proper
was 12.3 per cent and including.quasi-money Was 11.7 per cent. The forecast increase in
GDP at constant market prices for the year as a Whole was 8.9 per cent.
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Punisias' Table J. .Monetary survey, 1970 and 1975 to.1978 (millions of dinars)

- . Ind End End End Sept.

e ..1970 1975 1976 - 1971 1978
Net foreign assets - 8.00 145.72 129.52 100.78  101.65
Domestic credit o o
~Net.olaims on.Qovernment_ . . . _ 84.78  69.51 124.80 144.74 ~ 166.99 .

Claims ovn private sector - 255.66  674.72 T63.44 888.45 988.00

Money 192,67 475.42 513.77 575.69 £46.56
Quasi~-money 58.21 192.42 258.49 300433 .331.65 .
Long-term foreign borrowing 18,05 49.67 57.12 7 58,347 1074 -
Government lending funds 16.99 41.46 42.87 49.6T7 - 57,09 "«
Other items (net) N ' 62.54 130,99  145.50 149.93 150459 - -

4 i cmeman s o

Source: INF, Internatiopal Financial Statistics, vol. XXX,Yo. 12, December 19773
vol, XXXII, No. 1 January 1979, : S A .

Qe Wages and prices

According to the terms of a convention agreed between the Government and various .
social groups in February 1977 and named "The Social Pact", the Government has undertaken
during the period of the Fifth FPlan (1977~1981) to revise wages and salaries in line with
price rises and the increases in production and productivity. Revisions will be made

. every time prices.increase by more than 5 per cent and wages will be maintained at the
new level for a period uvf six months. T S

In 1977, minimum wages were increased by 33 per cent and for public servants an
increase of 11 dinars per month was granted for all personnel. In April 1978 minimum
wages were increased by a further 11 per cent which is equal to- the increase in prices
since January 1977. Between 1970 and 1978, the hourly minimum wage rose by 34 per cent,
while the official consumer prices index increased by 45 per cent up to 1377. For
agricultural workers the rise in the minimum wage has been 142 per cent. g

" The rise in consumer prices was highest in 1975°at 9.5 per cent but,in all other
years this decade, the increase has been between 2.1 per cent and 6.6 per cent a year. .
Between December 1977 and October 1978, the increase in consumer prices was only 3 per cen:

10, Employment and unemployment -

The total nimbers in wage employment rose from 755,000 in 1970 to 935,000 in 1977
and the forecast-is for a total of 970,000 in 1978, This means that.in 1977, 1548 per _
cent of the total pupulation of 5,932,000 was in wage employment in Tunisia and the
proportion of the active population in wage employment was 54 per cente.



- 341 -

Employment creatiun is the most important single rolicy preoccupation in Tunisia
and high rates of econvmic develoupment are aimed-at providing employment for those
Joining the labour force and to reduce the level of unemployment. The productive
sectors uf the economy, including rural development, are being eéhmphasiZed in this drive
to create more employment. ‘ :

While in 1970 approximately 20,000 new jubs were created, by 1973=1977 the average
had risen to 40,000 a year. With the renewal of emigration to Libya for employment, -
28,000 Tunisians found wurk in that country in 1977 and this, with the 35,000 who also
found jobs in Tunisia, led to a reductiun in the total unemployed from 185,000 to
157,000, 4 further fall in unemployment had been expected in 1978,

11, Other svcial sectors

(a) Educativn. The primary enrolment was already high in 1970 and while there was
a small fall in the number of pupils between 1970 and 1975, there were particular
advances recdrded in 1976 and 1977, so that in 1977 the number of primary pupils was
6.1 per cent higher than in 1970. The primary enrolment rate in 1977 was 83.2 per cent
and was estimated at:85 per cent in 1978 with 1,012,800 pupils. The difficulty in
reaching a higher enrolment rate in the country as a whole is because uf the dispersion
of the rural ‘populdtionj the enrolment rate is increasing only slowly despite building
up the number of schuols in the rural areas. .The number of girls at school has risen
rapidly this decade.

At the secondary levels, there were 191,900 students in 1970 and 232,800 in.l977.
The growth rate in the enrclment was 21.3 per cent, o¥ substantially above the growth
rate of the primary enrolment.

Including students outsidelTuniSia; there were 36,000‘ih higher education in 1977
compared with 16,500 in 1970. The much higher enrolment means that Tunisia is now in a
much better position to f£ill those posts requiring higher level training than in the
past. '

In 1977, a seventh year of primary education was introduced and an eighth year was
introduced in 1978, At-the secondary level, vocational tralning was developed further
and, in higher -education, short courses in more subjects were introduced to help meet
the requirements for higher level technicians and persons requiring some basic higher
level studies. '

(b) Health. The programme for building health institutions was continued in 1977
and the total investment proposed from 1977 to 1981 is 99 million dinars, Two new
medical faculties were built in the 1970-1977 perivd and also a faculty for pharmacy and
another for dental surgery. Various facilities for raramedical personnel were extended.
The number of students on different medical courses rose from 602 in 1970 to 2,325 in

1977. N

However, in the rural areas, the position remains unsatisfactory and present medical
facilities and personnel are concentrated in the towns and cities.

In 1977 the doctur/population ratio was 1:4,088 and the hospital bed/population
ratio was 1:500.
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Tunisia: Table 10. Social indicaturs, 1970 and 1975 to 1977

) | | | 1970. 1975 1976 1977
Total population (thousands) 5 003 5 612 5 775 5 932
Education L . . '
Primary enrolment (thousands) 9.7 932.8 968.4 991, 9
Secondary enrolment (thousands) : 191, 9 201.8 213.0 232.8
Higher enrolment (thousandq)'éj ” 16.5 28.5 . 32.0 . 36.0
Health N
Number of doctors 793 1l 210 - T ses 1 451 -
Number uf paramedicals b/ 5 664 7 167 8 342 10 056 .
Number ‘vf hospital beds - o 12 451 13 048 13077 13 169
Bumber of rural disPenSaries 330 ave ces ' 407
Employment _Ai- ‘ . - ‘ . :
Number of wage earnérs (thpusands)' . : 755 872 _ 900 935

Source: National ddta from Tunisis.

a/ Includes students abroad.
b/ Working for the Ministry of Health.

(2) Housing., With a doubling uf the number uf dwelling units constructed between
1970 and 1977 to a 1977 tutal of 21,200, the magnitude of the housing crises has been
reduced tv sume extent: over this period, a series uf measures have been taken %o
facilitate home-ownership. A reorientatiovn of the housing effort in favour of rural
and peri-urban areas, especially in favour of families with lower incomes, was observed

in 1977.

(Q) Income distribution. 4 household budget survey in 19?5 had revealed a real
reduction in absolute poverty, with the prouportion of the population living in a statse
of poverty having fallen from 27 per cent in 1966 to 16 per cent in 1975.

In 1977, a number of measures Wwere taken to reduce disparities in living standards;
these included a policy for wage increases which favoured those with tow incomes;
increased penalities on those who seek to declare falsely their incomes for tax purpe-
and a more intensive programme of rural development to raise rural incomes.

B.. MAJOR PROBLEMS -

These included, in 1977, the cohtinuing deteriorétiun of the terms of trade of the
country, protectionist policies in the world's developed countries and the exclusion of
Tunisia from the list of countries eligible for international aid on favourable terms.

Tunisia in 1977 had to face important restrictions imposed by the EEC on two of its
principal exports, textiles and olive oil.,
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In 1977 and 1978, Tunisia has had to seek loans on the international financial
market and this, because of the interest ¢osts and the other conditiuns,has had an
impact on the external debt structure and is an encumbrance in the medium-term to the
balance of payments,

C. INTIRNAL DEVELOFPMERT POLICIES

A group of economic policy measures have been adopted to deal with the problems
identified above; first, to try to improve the trade balance, markets are being
diversified and new markets developed ebpecially in Arab and African countriesj at the
same time 'various measures to encourage exports are being developed including export
insurance and guarantees and fiscal and banklng 1ncent1ves. Imports are also being
discouraged. ' -

Attempts are being made to mobilize domestic resources to reduce the need for
external capital; money borrowed on the international financial market is being
allocated for the more profitable investments, Investments in projects requiring
heavy capital are being studied more carefully and one result is that while the
projett to develop the natural gas deposits at Miskar at a cost of 200 million dinars
is to go ahead, projects for an iron and sieel plant, a sugar will and a plant for
ammonlum nitrate are temporarlly being shelved. .

Investments designed to create employment are being proceeded with in terms of
the-provisions of the Fifth Plan; rural development projects in areas of high unemploy-
ment have been given a higher priority. The effort to build-up small and medium scale
industries has been intensified and certain mweasures have been taken to speed up this
process, such as the grant of credits and the creation of various institutions.,

D.  PROSPECTS FOR 1978 10 1980

The forecast is for an increase in the GDP at constant market prlces of 8.9 per.
cent, while for 1979 it seems likely that the growth rate will be around 7 per cent
based on an average agrlcultural year.,

However, the increasing requirement for external resources has become a matter of
concern and any decision %o reduce the 1nflow could have an impact on growth rates in
1979 and 1980 \

Employment creation has been partlculariy effective in the past few years and,ln
1979, the forecast 1s for a further 45,000 jobs to be created compared w1th 40,000 1n

1977,

In general, it is hoped to catch up in- 1979 to 1981 on the lag in growth of 1977
and reach the plan target for the perlod as a whole. The average growth rate from 1977
to 1981 was planned to be 7.5 per cent ‘ayears ' T '

/
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TGANDA

A ECONOMIC AND SOCIAL DEVELOPMENT, 1670 TO 1978

l. Introductlon

Between 1970 and 1977 GDP reglstered a total growth of 3.3 per cent ‘equal to an
average of only 0.5 per cent a year. The rate of increase at current prices has been
very substantial because uvf a high level of inflation particularly since 1973 and'a
rough measure suggests that the growih rate of GDP at current prices has been at least
20 per cent a year between 1570 and 1977 giving an implicit average CDP deflator of the
game magnitude. In 1978 early estimates suggest a small increase in GDP at constant
prices but another substantial rise at current prices. In 1977 the rise at constant
prices was 1,5 per cent. :

4 particular feature in the economy has been a move away from monetary to non-
monetary production. In 1970 the proportion of GDP arising in the money econcmy was 70
per cent; by 1977 this proportion had fallen to 63 per cent and the indicativns are that
this trend will continue. Whereas in 1970 the contributiun of monetary agricul ture,
foresiry and fishing represented about une-=half uf the total value added in the sector
as a whole, in 1977 monetary agriculture only produced 41 per cent of the GDP frum beth
monetary and non-monetary agriculture. In fact the vuiput uf commercial crops, - coffee,
cotton, tea, sugar and tobacco has fallen sharply while farmers have moved into produc—
ing more foud crops wnich give them a better real return either in the way uf cash sales
or fur their own consumption.

The largest and by far the most important commercial crop is coffee and output
which was 201,500 tonnes in 1970 was only 155,900 tonnes in 1977 despite the large rise
in ocoffee prices which occurred in 1976 and 1977. Por cotton the fall in output has
been much heavier from 466,800 bales tv only 73,300 bales. Tea productivn fell from
18,220 to 15,180 tonnes and tobacco from 3,410 to 2,380 tonnes but fur sugar uonly 11,400
tonnes were produced in 1977 compared with 144,000 tonnes in 1970.

These products make up the bulk of the country's exports and despite favourable
price movements the volume of expurts in 1977 wes only 63 per cent of the level recorded
in 1970. BSome part .f this fall can be attributed to transport difficulties particular-
ly on the railway system tu livmbasa but the greater’ part has been due to pr009381ng and
transport problems leadln tu lower production within the domestic 2CONDMY .

Total expurts rose in value from 2,013 milliun Uganda shillings in 1970 to 4,864
m11110n in 1977 while imports rose frum 1,229 mllllon to 3,290 million Ugande shillings.
The trade surplus ruse from 784 to 1,574 mllllun shillings but Uganda's land-locked
position meant that much of these surpluses had to be used to pay transport and other
services charges. The balance of payments was in surplus in 1970 and again in 1977 but
in the intervening years there was an overall loss of international reserves as deficits
Wwere incurred in 1971, 1973 and 1974 offsetting the small surpluses of 1972, 1975 and
1976, The forecast for 1978 is of expurts and imports being approximately in balance at
2,500 millicn shillings resulting in difficulties uver financing the overall balance of
payments deficits,
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Inflation has been particularly high in Uganda in the more recent pericd and
consumer prices rose on average by 52° per-cent in 1974, 18 per cent in 1975, 49 per cent
in 1976 and more than 50 per cent in 1977. In 1978 there Wak & Turther rigé probadly at
about half the level recorded in 1977. This high 1nflat1un has been fuelled by the
deflclt flnanclng rolicy pursued by the Government. - Figures on neét ¢l&ids on "Govermient
by the banking system Bre not aval}pble af'ter 1975 but the ‘estimates of revenue and
expenditure show that Government's fofal debt rose from 3,701 willion Uginds shillings
at the end of June 1973 to Uganda shillings 7,526 milliun at June 30 1978,- The sigze of
the deficit between revenue and expenditure has fluctuated annually rangiing from“ﬁganda
shillings 1,840 million in 1975/76 to Uganda sanillings 982 milliun in 1976/ 71, to Uganda
shillings 1 675 millivn in 1977/78 and while the estimates for 1978/79 suggest a total’
deficit of only Uganda shillings 71 million difficulties over financing may lead to a -
much higher figure in practise. .

The coffee hoom leadlng to muchalncreased export earnings and Government revenue in
1977 has come to an end and the opportunity created to resolve many of the country's
econumic problems leading to the early restoration of previous levels of commerocial cror
production and industrial output appears to have been lost. There will now need to be.a
particular effort made to improve the efficiency of the ecunomy, to resolve the continu—
ing bottlenecks and try .to ensure that farmers have the right incentives. One contlnuﬁ
ing serious-problem is- that of - the purehasing power.of-the national ourrency which is ™~
8till encouraging farmers to neglect commercial crop production in favour of food arops.
Another-is-the inadequacy of- the surface transport system. to move greater quantities of
coffee to expurt markets. Without sume drastic early 1mprovement it seems likely that
the growth rate uf the economy in 1979 and 1980 will stay at a "Tow Tevel, —The wotiom~
programme to.rehabilitate the econumy has to date had little impact in resokving Uganda?l;
pres&sing economic problems. Shortages of foraign exchange gseen likely to hamper progresa
in the two years ahead.

~Mﬂﬂ93tmal vrigin |

Ugan&'“IS‘heav1ly"&ependent on-its agrmculturaIVSector and_as. much. &8 _90 per cent of
its large population earns a living from this primary activity. Measured at constant
prices the relative importance of agriculture, forestry and fishing has inereased from
52 per cent of total GDP in 1970 to 54 per cent in 1977; if measured at current prices
the increase has been much more substantial with the contribution of the sector rising
from 54 per cent in 1970 to 73 per cent in.1976. The reason for the rapid advance when
measured at ourrent prices is the much higher prices for food products which had led to
a relative. improvement of the terms of trade of the agriculture sector vis-a-vis the

rest of the esconomy.

Table 1 presents data un the distribution of the GDP at both current and constant
prices. Apart from agriculture, no sector shows an advance in ite relative contribution
at current prices and particularly noticeable falls are recorded for manufaoturlng (from
942 to 6.1 per cent), wholesale and retail trade (from 12.3 to 6.9 per. cent) and in othe:
gservices from 17.1 to 10+.2 per cent) between 1970 and 1976. o
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Uganda: Table 1. GDP by source, 1970 and 1975-1977 (nillions of Uganda shillings)

1973 Percentage 1975 1976 Percentage 1977 Percentage

At curreni prices

Agricul ture, forestry

and fishing , 4 591 53. 15 996 17 589 T3

3.8 3.4
Mining 144 1.7 59 43 0.2
Manufacturing 782 9.2 1 317 1 463 6.1
Electricity 90 1.0 89 83 Oed
Construction- 154 1.8 230 222 0.9
Wholesale and retail
trade 1051 l2.3 1 440 1l 662 6.9
Transport and _
comnunications . 263 - 3.1 430 454 1.9
Other services . 1 462 17.1 2 215 2 447 10.2
Total 8 537 100,0 21 776 23 963 100.0

At constant (1966) prices

Agrioculture, forestry -
3 966 3 992 4 088 54

and fishing 3775 51.8 .3
Manufacturing 631 8.7 505 494 487 6.5
Other industry 333 4.6 246 212 197 2.6
Services 2 543 34.9 2 640 2 713 2 752 36.6
Total 7 282 160.0 0

T 357 7411 "7 524 -100.

Source: Nativnal date from Uganda.

At constant prices there is an increase in the relative contribution of both the
agriculture and services sectors to. GDP but a fall for manufacturing and other industry
when 1977 is compared with 1970. In the case of manufacturing the fall in its GDP
contribution from 8.7 per cent to 6.5 per cent from 1970 to 1977 is due to the inadequac
of the technical competence uf buth management and the capital equipment and a shortage
of raw materials. :

. The constant price estimates show that value added by manufacturing and other,
industrial sectors actually fell between 1970 and 1977 while the growth rates of ©
agricul ture, foresiry and fishing and of services of 1.2 per cent and 1.1 per cent &
year respectively may be compared with the overall GDP growth rate of Q.5 per cent a ’
year.
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3. Selected economic secturs

QE) Agricul ture, forestry, fishing. - The decline ih importance of commercial ecrups
and the rise in the contributiun of food crops is illustrated in tabie 2. Since 1970 the
area under cash crops has fallenm frum 1,183,000 acres to ' 'about 855,000 in 1976 while the
area under food crups has risen from 3,921,000 t0.4,559,000 acres. There has been an
overall increase in the toutal area under crops of about 6 per cent in this 6 year period
accompanied by a 6 per cent increase in foud output but a significant fall in the product
ion of cuvmmercial crops. The evidence suggests a decline in productivity in the sector
as a whole. What is particularly unsatisfactory is that whilst food productiovn has not
kept pace with populatiun growth, the fall in commercial (export) crop vutput has led the
total export volume falling by as much as 37 per cent between 1970 and 1977. There is
little merit in the replacement uf export crops with food crops when the availability of
food per head of populatlon ig also reduced. Lack of foreign earnings make it more
difficult to import those foodstuffs required tv supplement locally available supplles.

Uganda: Table 2. Crop production, 1970 and 1975-1977

1970 1975 1976 1977

Processed products .

Coffee { thousand tonnes) _ 201,5 - -198.5 137.1 155,9
Cotton ( thousand bales) : T 466.8% 172.5 ©  133.5 7343
Tea [ (thousand tonnes) 18.2 18.4 ' 15.4 15.2
Suger (thousand tonnes) 144.0 23.9 18.2 11.4
Tobacco ( thqusandAtonnes) <344 . 3.6 el 2.4
Food crops : ' - - . v

Plantains (thousand tonnes) 7 657.2 8 434.4 ere . iaee
Cassava (thousand tonnes) 4 622.5 4 675.5 ces cee
Sweet potatoes ( thousand tonnes) 3 723.2 3 765.0 - . eee i aes
Cereals (thousand tonnes) 1 718.5 1 701.7 .es : cer
Other products { thousand tonnes) _ 65947 795.6 ces S

Source: National data from Uganda.

This table shows that the maaor inorease in production of food crops between 1970
and 1975 has been in plantains while vutput of other (non cereal and non root crops) has
also risen. Some relative increase in the consumption of plantains (matoke) would be in
line with a reduced real incowme per head and figures available show that the per capita
income at 1966 prices in Uganda fell frum 734 Uganda shillings in 1971 to 613 shillings
in 1976 and probably even further in 1977.

Measures to rehaollltate the cummercial agricultural sector have been taken over the
last few years but un the evidence in table 2 the impact uf these measures was not S
noticeable by 1977. Some part of the effort has requir.d the extensive reequlpment of
various processing plants especially cotton ginneries and sugar mills and progress to
date has not been particularly rapid. The rvad transport fleet was improved to sume
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extent in 1977 but the full impact of this impruvement still remains to.be felt. . :
Producer prices have been raised fairly substantially between 1970 and 1977 but more or
less in line with world market prices. 4s the coffee producer only.receives a:fairly
small proportion of the realized price from exports and as he is paid in Uganda shillings
which has lost a lot of its purchasing power un local markets, there is stlll a real
problem of adequate incentive prices for the producer.

The relative increases in producer prices for coffee and cotton between 1970 and
1977 are compared below wWith the rise in consuher prices.

1977 compared with 1970

Index of coffee prices t0 producer 285
Index of cotton prices to producer ' ‘ 312
Index of consumer prices 530

This comparison helps to explain ﬁhy to'the farmer it has become more eccnumic to
produce food cropss, The prices of such crops are related.moxre to .the increase. in.. . . ...
consumer prices than are the increases in coffee and cotton prices,

leestock herds have been 1ncrea51ng in 1 Uganda ‘since 1976 w;th partlcﬁlar rises in
pigs and poultry and lesser increases fur cattle; sheep and goats, I S

Por fishing, the caich has risen from 139,100 tonnes in 1970 to 195,000 tonnes’ in -
1977 an increase of 40 per- cent equal to an average of 5.8 per cent ‘a year, well in
gxcess of the population growih rate.

() Mining, There is unly Cne important mine which is a copper mine. ‘Unfortunately
becauge uof technical and management problems, vutput of blister copper has fallen from
16,958 tonnes in 1970 to 8,250 tonnes in 1979 and further to the very 1ow flgure of
2, 273 tonnes in 1977.

(c) Manufacturlng. The index numbers of manufacturing output shuw that production:
was at & peak in 1970 but has fallen consistently since then. 4 rough measurement would
show that output in 1975 was abuut 60 per cent of that of 1970 and the figures in table
3 for items cther than processed agricultural crops show that for a majority.ef producis
output was lower in 1977. Particular exceptions are cigarettes, fabrics, socks and
stockings, corrugated iron sheets and mild steel pruducts. o

The level of output in 1977 could only be said to approach or exceed 1970 for beer,
waragi, cigarettes and cotton and rayon fabrics; for all other commodities shown the
output in 1977 was at best only 45 per cent uf the 1570 level and at worst only 5 per

cente. . . . L

The reasons fur this poor performance include o©ld equipment and while the
rehabilitation programme contains substantial investment expenditure for the sector as a
whole, delays have arisen from fureign exchange and transport problems. Other factors
gffecting production in mamufactpring industry are poor management, shortages of
raW materials and inadequate technical ability.
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Uganda: Table 3. Output of selected manufactures, 1970 and.- 1975-1977 .

Percentage

Unit - 1970 1975 1976 1977 1977 of 1970
Beer (*000 litres) 27 767 38 784 23 346 22 055 79
Waragi (1000 1itres) 563 859 543 526 93
Cigarettes (mllllon) 153 1 75 1 813 187 122
Cotton & rayun. .. . . - - S - 7
fabrics (1000 n' ) 49 555 33 544 38 835 36 568 4
Blankets . . _.E Q00) ... . - 1164 - 309 236 253 22
Sccks and stocklngs 1000 dOZen) 124.6 26.1 31.2 29.0 , 23 -
Soap Etonnes) 12 925 3574 2 549 1116 9
Paints '000 litres) 1 660 852 386 586 35
Mitches, small (10 gross '
‘ cartonsg 49 269 25 145 13 275 9 949 20
Matches, large (200 bouxes tes 6 266 3 942 235 52/
Superphusphates (tonnes) 24 761 3 993 1 902 1177 5
Cement (1000 tonnes) 191 98 88 73 - 38
Corrugated iron L e :
Csheets T S (%onnes) 11 914 1 367 1 064 1 969 17
M.S. ‘rounds, Squares . '
“ete. T " " {tonnes ) 17 616 6 333 5 704 7 892 45

R R T ST Y

Source: National data from Uganda.

gf Cf 1971 production.

(d) Electricity. Uganda's output of electricity was lower in 1977 than in 1970 the
figures being 685 millivn kWh and 734.6 milliun kWh respectively. Sales in Uganda fell
by 20 per cent over this seven year periuvd but exports to Kenya ruse by 10 per cent.

(e) Construction. Judged by GDP cunstant price estimates and consumption of cement
this sector has been in general decline since 1970, The contributivn of comstructiun to
GDP at constant prices fell by 30 per cent between 1970 and 1977 and the apparent
consumption of cement Tell by 62 per cent. .

(f) Transport services. While the data un this sector are very patchy, Uganda has
suffered during the last few years from shourtages of transport equipment within the
domestic economy and inadequate capacity for taking its export commodities to Mombasa.
From July 1976 to June 1978, the Government alloucated foreign exchange of Ug Shs 908
millivn to the transport sector uf which Shs 343. 3 million was for the purchase uf rail-
way 1rolling stock, Shs 179.4 million from a1rcraxt, shs 292.4 milliun for vehicles and
Ug She 92.8 mllllun for wagon ferries; spares accounted for Ug Shs-66.4 milliun. This
expenditure has improved buth internal and external perfuruwance but it was still true at
November 1978 that much more coffee could be exported if the effective capacity un the
railways was hetter

Another purchase in 1977/78 was a telecommunications satellite.
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4 Expenditure and the GIP

Data available for the years 1970 to 1976 show that Ug:nda's expenditure on gross
investment has fallen substantially as a proportiun of GDP while consumption has come to
take a larger share. Domestic savings as a proportion of GDP in 1976 were only half the
level of 1970, These trends are presented in table 4.

Uganda: Table 4. Expenditure and the GDP, 1970 and 1974-1976 (millions of Uganda
shillings) i

1970 Percentage 1974 1975 1976 Peréentage

At current prices

Consumption expenditure T 902 83.6 14 458 21 090 24 573 92.9
Gross fixed capital

formation 1 161) 13.3 1571 1541 1 209) 5.8
Change in stocks 100) ' 140 171 322) '
Exports less imports of _ '

goods and servicés 294 3.1 =144 -300 349 : 1.3
Total GDP at market prices 9 457 . 100.0 16 025 22 502 26 453 100.0
Savings as proportion GDP _ 14.9 T4

AAES Wrr e d T TE RR Rt = S AL e s e e I . -

Source: Based on national data from Uganda.

Between 1970 and 1976 consumption expenditure increased from 83.6 to 92.9 per cent of
GDP at market prices and expenditure on investment fell from 13.3 to 5.8 per cent. ’
Savings are estimated at 14.9 per cent of GDP in 1970 and 7.4 per cent in 1976, more than
sufficient to. cover the expenditure on investment. The low level of investment expenditure
in 1976 would be insufficient to generate even a moderate growth rate in the GDP.

5e External trade and the balance uf payments

There are a small number of commodities which account for virtually all Uganda's
exports and in the last two years cvne of these, coffee, has come o0 represent a much
higher percentage of export earnings than its percentage of 51 in 1970. In fact in 1976
COffee_accoun@ed for 84 per cent of exports and in 1977 for 93 per cent.

The decline in export earnings from cotton and copper accounts in part for the
relative increase in those from coffee but must was due to the large price rises for
coffee in both 1976 and 1977. This coffee boom came to an end in 1978 but it is fourecast
that earnings from coffee at about Ug Shs 2.2 billion will account for nearly 90 per cent
of Uganda's tutal exports in 1978. : -- :

Table 5 shows that Uganda had a trade surplus in all years 1970 and 1975 to 1977 but
for 1978 it seems likely that there will be no surplus with imports approximating in
value 1o exports. The table alsv shuws the sharp rise in both exporis and imports in
1977 with record tuvtals established.
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Ugandas‘ Table 5. BExternal trade end balance of payments, 1970 and 1212:1211(millions
of Uganda shillings)

1970 1375 1976 1977
"External trade |
Fxports 2 013 1 977 2 942 4 864
Imports 1 229 1 469 1 779% 3 2902/
Balance + 784 + 508 +1 163 +1 574
Balance of payments
Goods and services (net) 184 - 510 344 604
Private transfers (net) -50 - 25 - 48 -~ 40
Government transfers (net) : 1, 119 64 16
Capital ' 495-/ 153 -119 ~438
Reserves and related items ; 640 -4 -19 ~158
Errors and omissions 266 ~222 15

Source: National data from Uganda. IMP, International Financial Statistics, vol.
XXXI, Wo. 10, October 1978 {for balance of payments converted from United States dollars ).

g/ Includes Qovernment imporis.

b/ Government capital only.

The balance of paymenits in the years shown in the table has been in surplus but in
the period 1971 to 1974 there were deficits in three out of four years. In 1976 and 1977
there was a substantial outflow of capital cumpared with an inflow in 1975, Government
net transfer receipts have been positive in all years 1975 to 1977 but have fallen
markedly since 1975. For 1978 a substantial deficit on ourrent account has been forecast
which seems likely to lead to a rundown of the reserves built up in 1977,

6. Development aid and external debt

The information on these subjects is incomplete but as the balance of payments
shows, net transfer receipts by the Governmeni have been only muderate in the years 1970
to 1977 They reached a peak of 119 milliun Uganda ehillings in 1975 but in 1977 had
fallen to only 16 million.

The external public debt at the end of June 1973 had risen to Ug She 1,538 million.
It seems likely tv have risen fairly substantially up to June 1978 despite some repay-
ments in 1976 and 1977. However, must of the Government borrowing gince 1973 has been
internal. Total public debt charges in the estimates for 1977/78 were Ug Shs 670 million
compared with 314 million for 1976/1977 and 372 million shillings in 1975/1976.
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Te " ‘Government Tevenue and expenditure..

In all the years 1970/71 and 1975/76 to 1977/78 there were large budget deficits
which Wwere covered partly by foreign borrowing but mainly by recourse to the domestic -
'banking system. By the end of June 1978 the Government owed a total of Ug Shs 7,526
million; "a%t June 1971 the public debt had been’ Ug She 2,103 million,.

Uganda: Table 6. Government revenue and _expenditure, 1970/71 and 1975/76-1978/]9
. (milllons of Uganda shllllngs)

1970/T1 1975/76  1976/71  1971/78 1978/75¢

Reourrant revenue - _ .71 389 2 070 3 216 ;175T744h 4 fég'“‘

Recurrent expenditure L © 1337 3121 3 728 4628 4638
Recurrent surplus . . ' ﬂ::_ 52 -1 051 - 512 - 1 116 '~131'7
Capital revenue ;‘ : T 26 276 1005 319 3 248
Capltal expendlture N 701 1 065 1475 3110 3 450

Overall balance s o N —623 -1.840  -982 -1 675m S -n

_ oot

caw e e s

e

- Source: National data from Uganda.

E/ Budget estimates. A
There was an attempt made in 1977/78 t0 reduce the vutstanding debtor balance on
recurrent account and in fact the recurrent surplus was 1,116 millivn in Uganda shillings.
Howeéver, the actual lewvel of capital expendlture was much higher.than originally estimated
go- there was ap overall budget deficit in the region of Ug Shs.1 »675 million. For 1978/79
it has been forecast that sales of departed Asians property will raise Ug Shs 700 mllllon

while another Ug Shs 1,891 million will be raised from a public sector investment
contributivn. These 1f realized will help finance a partlcularly large capital expendlt-
ure of Ug Shs 3,450 million.

Reourrent expenditure ruse by 246 per cent between 1970/71 and 1977/78. or_by.19.4 -
per cent a year; over the same periud capital expenditure increased by an average uf 23.8
per cent a year.  These percentage increases -are in line with the growth uf ‘the GIP at
current prlceu. Attempts have been made -in the periovd under review to widen the tax base
and increase rates of indirect tax to provide the additivnal funds requlred for the hlgher
levels of recurrent expendi ture. - :

8. Money and banklng

While the flgures are’ incomplete for recent years it seems evident that there has
been a large’ increase in the money supply-in Uganda, accompanied by a partic¢ularly sharp.
rise in net tlaims on Government. This combination Yas accentuated the inflationary.
pressure and consumer prices have been rising at a considerable rate.
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Uganda: Table 7. Monetary supply, 1970 and 1975-1977 (millions of Uganda shillings)

i
- December  December December - December ;
1970 1975 1576 - 197 - i
Net foreign assets . 463 320 3405/ - 5005/
Domestic credit 1 484 5 338 ee e e .
Net claims on Government 575 3 745 ess s
Claims on official entities - 60 e ces v
Claims on private sector , ' 849 1629 1831 2 716
Money ‘ 1123 3 150 o cen
Juasi-money 563 1 426 1 743 1614 i
Other items (net) 263 RN - Teee : ' eee :

SqurCEz__IMF, International Financial Statistics, vol, XXXI No. 10, October 1978;"

Republic of Uganda-Actiun rrogramme, - A Three-year sconomic Rehabilitation Plan 1977/78+

1979/80.
g/ Iatimate,:

The rise in net claims on Government between December 1970 and December 1975 was
from Ug Shs 575 million to Ug Shs 3,745 milliovn equal to an average of 45.5 per cent a
year. - It is difficult to be specific about the last two years but the budget deficits
totalled Ug Shs 2,657 million probably indicating, that net oclaims on Government were in
the region of Ug Shs 6,000 milliun at December 1977.

Pfivate séctgr credit has also risen but at a much milder rate than credit'to'thé
public sector. The average rate uf increase betiween December 1970 and December 1977 was
18,1 per cent a year.

'Money ﬁropeﬁ rose by 22.9 per cent a year between 1970 and 1975 but the rate of

increase appears.io have accelerated in 1976 and l977_prubably to about 40 per cent a
Year. :

9. Wazes and prices

Wage rates un average do not appear to have kept pace with the rise in consumer
prices and as a result real living standards of wage earners have been reduced quite
substantially since 1970, The annual wage bill is estimated at Ug Shs 1,331 million in
1970 and Ug She 2,399 million in 1977. The average wage has risen from Ug Shs 4,261 to
6,589 a year, an increase of 57 per cent. 4t the same time the rise in consumer prices
has been about 430 per cent so that average real wages have fallen substantially. Any
assessment uvf the fall is complicated because the distribution of the labour Fforce
changed substantially between 1970 and 1977. '

In 1975'the consumer prices measured by the average vf three index numbers rouse by
18 per cent, in 1976 by 49 per cent, in 1977 by 53 per cent and a rise of at least 20
per cent seems likely in 1978. '
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10. Employment and unemployment

Total wage employment has risen by 16 per cent between 1970 and 1977 but all the
increase took place in the years to .1975. .-Since 1375, the total has fallen from 371,259
to 362,792. e e

PYSOT ——— -

In 1970 it had been 312,352. The public sector has become much more important as
an employer over the period under review. This sector accounted for 41 per cent aof. the

total inm wage employmert in 1970 but 56 per cent inm 1977.

The total numbers in wage employment account for less than one-tenth of the labour
force and as indicated earlier the overwhelming majority of Uganda's workers are engaged
in self—émployment.largely in the rural areas. There are no unemployment figures but
with the importance of the rural sector, unemployment as such does not seem to be
significant.

11, Other social sectors

(a) Bducation: THeTE 18 a Substaritial private sector in education but details of
its extent, quality of tuitiun etc. are lacking. .In 1977 a rough estimate was that about
half the eligible are group was at Gévernmént aided primary schools and a further 20 per
cent at private schools. The growth in enrolments at Qovernment aided primary schools
has been from 720,127 in 1970 to 1,139,413 in 1977 a growth rate of 58 per cent or 6.8
per cent a year, well in excess of the rate of increase uf the eligible age group. In
1977 there were 234,743 pupils in standard I compared with 128,310 in standard 7. Total
secondary school enrolment in Government aided schools was 59,816 in 1977 compared with
49,394 in 1970 and here the rate of increase is 22 per cent substantially below that
recorded for primary education. Again there are a number of private secondary schools
but no details are available. : '

There are a number of technical fraining institutions and teacher training collegess
The enrolment at these institutiuns and colleges was 11,945 in 1976. Higher education
accomnodated 1,949 students in 1970 end 3,914 in 1976. ~

An education policy review committee was set up in 1977 and in November 1978 was
expected to be reporting shortly. It appears that its report will emphasise the need for
universal primary educatiun up to standard 5. Double shifts will be required in the
initial stages if such a policy is accepted. Curriculum changes are proposed to make-the
content of education mure practically orientated in the direction of life in the rural
areas. Some recommendations are alsv to be made about the languages of instruction at
various levels in the school cycle. -

There are only places at secundary schools for about 10 per cent of the pupils _
leaving standard 7 at primary schoul and the current selection is by an examination. It
is proposed that this selectiun procedure be modified to include a system uf internal
assessment. There is alsv some emphasis on changing ‘secondary schools from boarding to
day establishments tu save on the high costs uf seécundary educatiun per pupil. This nay
take the form of the new schools being day institutiuns.

The actiun programme for economic rehabilitativn gives a high priority to the
expansion of the Ramutamba Project which is intended to relate teacher training and primary
education effectively to the needs of the rural areas. Other aspects uf educatiuvn policy
are the rehabilitatiun and expansion of teacher training colleges and the launching of
crash in-service training programmes for industrial, commercial, technical and managerial
personnel. It is hoped to relate educativn and training both furmal and non-furmal to the

development needs of Uganda.
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L_) Health. During the period 1970-75 there has been-some expansivn of facilities
for curative services although after 1972 it became difficult to man the hospitals and.
provide them with a number of requirements. 0f- 80 hospitals in 1975, 44 Were in rural
areas and of T8 health centres and 398 health units, all but 4 Wwere in the rural areas.
The total of hospital beds was 19,027 a rise of 3,281 compared with 1970.

The number of registered doctors has fallen between 1970 and 1976 from 588 to 468
but in 1976 there were alsoc 186 licenced doctors. The total number of registered nurses
and midwives in 1976 was 2,765 and there were alsu 5,494 enrolled nurses.

While there is an increasing demand for medical care, there is still a serious
shortage of trained personnel to man these services and as a result there has been a
deteriorativn in the standard of medical care. A number uf training programmes have been
launched to help resolve the manpower problem but the extent of the training was not
adequate up to 1975. During the Action Programme attempts were to have been made to
improve health facilities and abate vr solve the basic health problems which include a
high 1ncldence of malnutritivn, unsatisfactory water supplies and housing and high
maternal and child morbidity and mortality rates.

(_) Housing. Due to lack of capital and building materials the private sector has
not been able to provide adequate housing especially for the low-income groups.
Consequently with a rise in the urban populatiun, housing standards have tended to
deteriorate and over-crowding has become commun.

During the Action Programme emphasis has been laid vn removing the major constraints
in the housing and construction sector by training, purchases of equipment and rehabilit-
ation uf factories producing cunstruction materials. The National Housing and
Constructlﬁn Corporation was expected tv play a leading role in the constructivn of
houses for sale to the public and private individuals would benefit from mortgage
facilities provided by the Housing Finance Cumpany of Uganda and other financial
institutions. The Corporativn was alsv expected to undertake housing programmes for low--
income earners. In the perivd uf the Actiuvn Programme variovus slum areas Were propesed
for identificativn with a view to improving the infrastructures and providing sucial
amenities. Sites for low-income groups would be earmarked so that thé people concerned
could build their uwn houses.

(4) Income distributiun. There has been a substantial levelling of income in Uganda
between 1970 and 1977 with the urban dwellers suffering a fall in real incomees while the
rural dwellers appear to have realized sume relative improvement. Huwever as indicated
earlier there has been a fairly substantial fall in per capita real incomes in the
country as a whole so it is not possible to point to any real beneficiaries of this
equalising process. Black market activities have helped certain groups of people to
maintain toeir real income levels and there is evidence uvf cecrtain individuals benefiting
very substantially.

B. MAJOR PROBLEMS

Uganda's export earnings depend o¢n a handful of commodities and that reduction in
output of all these items since 1973 has meant that the volume of exports in 1977 has
fallen by 37 per cent cumpared with 1970; in 1977 coffee earned 93 per cent uvf the total
as against 51 per cent in 1970.
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Although farmers have been able to maintain taelr ‘real incomes by, produc:ng pore
fuod crops, the availaole data suggest that fuod productioh. her head has probably been
declining while tae type of food intake .for the population as a whole has probably been
less beneficial than in the past. One of the ba51c health proolems is a high 1ncldence
of malnutrition,

Real per caglta incomes fell between 1971 and 1976 by 16 per cent and it seems tnat
this trend is continuing although probably nut as, fast’ as in the past. '

The Government has used deficit financing tv a substantial extent over the last few
years and one result has been the emergznce of high level 1nflat1un. Consumer prices
rose vn average by about 40 per cent a year since 1974 and it needs a strong monetary and
fiscal policy to ensurc that thl ‘prucess is brought to a halt.

While the coffee boom in 1976 and 1977 enabled the balance uf payments to record

. surpluses, the fall in prices in 1978 has led tuv.the reemergence of a deficit. Forelgn
exchange controls are very severe at the present time and are leading tu the reemergence
of distortions in the ecunomy befure the steps taking under the iction Prugramme to
rehabilitate the econumy can have their effect. A shortage uf fureign exchange Seems
likely to cripple the Actiun Prograame vver the next year or 8Os e

The problems created fur the ecunomy from a shortage uf trained and expefiénbad
managerial and technical persuvnnel are s+till prevalent despite a Dbetter current avail-
ability of various categuries of foreign wurkers.

In the transport sectur a lack uf effective capaclty on the railway system is
preventing Uganda from exporting more of the coffee which is still available in stock in
substantial quantities. Such transport cunstralnts wuuld probably operate to a much more
substantial extent if the measures taken to rehabilitate the cotton and sugar secturs
were to have any success.

There are few indicatiuns that the programmé'to rehabilitate the industrial-sectqr,
is having much immediate impact. It may well ve that what is alsu required is an
injectivon of more skilled manpower.

C.  INTERN&L DEVELOPMENT POLICIES

In general these ape geared to the Action Programme which was originally scheduled
to run to June 1980.but which now seems in urgent need of extension. This programme is
a package uf measures for economic rehabllltatlun designed to meet some of the problems
llsted abuve. : :

The major develupments since 1970 have been the Nalkivubo Pronouncements of May 1970
under which a 60 per c:int interest was to be acquired by the Government in a number of
important private companies. In May 1971 the new Govermnment in power decided to reduce
its participatiun in 11 private companies affected by the Nakivubo Pronouncements from ~
60 to 49 per cent. In August 1972 a paciage of measures was introduccd designed to bring
the contruvl of the economy into the hands of Ugandans. The subsequent departure ol nun-
citizens and the subsequent allvcatiun vf their businesses and proporties gave rise to
widespread mainly hostile external reactivn. Financial and technical assistance
operatiuns were suspended and stringent cunditiuvns were placed on orders fur impurts to
Uganda. The departure vl non-citizZens opened up large managerial and technical gaps
which the country is trying to £ill.
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By the end of 1975 there were 23 parastatal corpurations including 10 created after
1972, running over 250 enterprises. One of the policy recommendations in the Action
Programme is that the Government should take early actiun to spin off those purely .
commercial enterprises under its direct management.

The overall objectives uvf the Action Programme are to rehabilitate fhe key Sectors
of the economy so as to restore and increase tae level of production and put the -economy
on a sound -hase for future development. Managerial, technical and other skills needed to
be raised, the transpurt service restored and inflation curbed. Commodity producing
sectors and their processing facilities were in the forefrunt of the strategy as were
plants tuv save imporis. - » : : ;

, Farmers were to be given incentives through a restructuring of crop prices while the
services to farmers including marketing, transpurt inputs .etc. etc., all needed to be
restured or improved. : - . :

In 1977 it was announced that a considerable number o¢f mutor vehicles were on vrder
to impruve transpoert fleets in the country. In 1978 the budget speech reported that _
between July 1976 and June 1978 Ug Shs 908 milliun in foreign exchange had been allocated
to jthe transpori sector for railway rolling stuck, road motor vehicles, aircraft and :
wagon ferries, A further Ug Shs 1,008 million had been allocated on a bluck basis to
Government ministries. S ' : o

The Foreign Investmeht Decree Was enacted in Octuber 1977 to.amend the 1964 Fofeign
Investments‘(prutectiun) act to provide more incentives 1o foreign investors.

Ohe vf the particular objectives vf the Action Prugrammne was to impose financial
discipline to limit the growth in size o0f the public sectur. Inflation was due to be
curbed through mopping up the Iiquidity in the monetary system and increasing savings for
development. Government borruvwing from the banking system was tu be restricted. The
policy of increasing supplies had been expecied to work better than price control in
reducing inflation. Ancther policy measure was tu ensure that all parastatal bodies were
viable and any new projects would have. to be shown 1o be econcmically and financially . .-
sound.

The package of measufesris still.béing impleménted, it seems likely in Ndvember 1978
that the results expected from the programae will not be quick in coming or easy to achiev
particularly as foreign exchange constraints may be formidable.

D. PROSPECTS FOR 1978 TO 1980

One forecast is that the GDP growth rate in 1978 will be about 2 per cent in
constant prices. This could be achieved despite the fall in coffee prices which has its
own impact un import availability and progress in thuse sectors dependent on imported
supplies. The key sector is still agriculture and there should be cuntinuing growth in
food crops in 1978 while the performance of the comuercial crop sectur remains uncertain.
Uoffee earned approximately Ug Shs 2,370 million from exports in the season ending in
September 1978 compared with Ug Shs 4,210 million in'the previcus seasun. There are’
adequate stocks of coffee in hand to increase the sales level uf 1,742 million bags
achieved in 19?7/78. For the years 1979 and 1980 much will depend ‘on the success
achieved under the Action Programme. Unless the managerial and technical problems can
be resolved quickly the results of the actual expenditure in those two years may be
slow in coming. On balance a continuation of the slow growth rate of the economy seems
to be indicated.
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UNITED REPUBLIC OF CANEROQN

A. ECONOMIC AND SOCLAL DEVELOPMENT, 1970-1978

1. Introduction

In the period 1970-1977, the average annual rate of growth of GDP in bas beeén from
3 to 4 per cent in real terms, which may be compared with the population growth estimat-
ed at 2,5 per cent. This res.lt is below the average for the region as a whole but
is comparable with growth in Sub-Saharan Africa. Growth in agricul ture appears to
have kept pace with the increase in population but the performance of industry has
been far below expectations and it may have grown at only about 3 per cent per year
in real terms, that is far below what is required in what must be a key growth sector,
The country already has a network of industries, including highly advanced ones like
the Alucay factory for aluminum smelting, but investments in the industrial sector
have been less than expected and the objectives set by the third five year plan
(1971~1972/1975—1976) were not achleved. Among the factors which explain the somewhat
disappointing overall economic performance, are the drought which affected mainly
the northern areas in 1973 and inflation and recession in the industrialised countries
with the attendant fall in demand for some of the products exported anong them timber,
In sgrioulture though grow*h has been at about the level of the population increase,
it has not been consonant with the efforts made by the Government to boost productionsg
encouragement to agricultural output has included increased credits, subsidizing
fertilizers usage and raising producer prices. '

According to estimates made at the ECA the ODP at current prices increased by
an average of 16 per cent a year between 1970 and 1977 and at constant prices by 2.4
per cent. This latter figure is too low and is based on an implicit GDP deflator
of 13.3 per cent a year which sompares with an annual increase in consumer prices of
10.3 per cent. ' .

In the period under review imports have tended to grow more rapidly than exports
830 that the size of trade deficit hkas increased and the balance of payments has
been most of the time in deficit; despite increasing flows of foreign resources.
Inflation has been high, witbh the maximum rate recorded in 1974/1975. External causes
played an important part in the increasc in consumer prices but local food prices
also rose substantially with demand exceeding supply in urban markets and the credit
policy in operation led to an expansion of the money supply with its own inflationary . -
impact. In the financial year 1976/77, GDP rose by 19.% per cent at current prices-.
and 8 per cent at constant prices or more than two times the 1970~1977 average. The
excellent performance in 1976/1977 was due to the very good results obtained in the
industrial sector, where the investment push undertaken by the Government under the
new fourth five year plan was beginning to be felt; and also to the rise of commodity
prices expecially coffee and cocoa which carned the country much higher export receipts
and shifted the terms of trade in its favour. ‘

2. GDP by industrial crigin

There are no reliable data on GDP at constant prices but the figures for current
prices given below are based on estimates prepared in Cameroon. These show increases
in the share of CDP arising in agriculture and in the transport sector between 1970
and 1977 but falls for commerce and in other services.
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United Republiic of Cameroon: Table 1., GDP by source, 1970/71 and 1975 te 1977 -
(villions of CFA francs) ¥ s

Per— ) lPe]:'«--- .

At current prices - 1970/T1: centage 1975 = - 1976 1977  ocentage
Agricul ture, forestry, o . oo

fishing : 92.4 32.4 213.1 257.3 291.5 36.2
Mining 2.0 0.7 2.0 2.5 2.8 0.4
Manufacturing 28,6 10.0 55.5 67.9 80.4 10.0
Electriecity, water, etc. 4.7 1.6 -6.4 Ted 9,1 1.1
Construction 10.8 3.8 25.3 28.0 32.0 -~ 440
Wholesale and retail trade  45.3 15.9 85.2 97.8 114.8 14.2
Transport and communica-— R = :

tions : , 20.3 “ T4 51.9 64.3 T74.5 9.2
Other gervices 81.5 - 28.5 149.0 172.6 201.1 - 24.9
Total GDP at factor

. 100,0

cost 285,6 100,0 588.4 £97.8 806.2

Source: Based on national data from the United Republic of Cameroon.

The proportion of the GDP arising in agriculture, forestry and fishing rose
from 32.4 per cent in 1970/71 1o 36.2 per cent in 1977 and in transport and
communications from 7.1 to 9.2 per cent reépectively. It remained unchanged at
10 per cent for manufacturing, rose slightly from 3.8 to 4.0 per cent for cons truc—
tion but fell from 15.9 per cent to 14.2 per cent for commerce and from 28.5 to
24.9 per cent for other services, :

3. Selected economic sectors

(g) Agricul ture, forestry and fishing., This sector benefits from a diversity
of climates and seoils, In the South, the cultivation of traditional tropical crops
is possible while in thc northern areas livestock raising is feasible as well as
the growing of cereals. However, despite the generally favourable climatic conditions,
agricultural productivity is low and the farmers are cultivating smallholdings
which average 1.6 hectares. The total culitivated area is only 3.2 per cent of the
total area of the country and the rural population represents 71 per cent of the
total population. Measured by the value added from agriculture, the growth of
agricul tural production seems to have been relatively satisfactory in the period
1969/1970 to‘1976/1977. Output from this sector grew at current prices at around
18 per cent per year but this high rate of increase was helped by the sharp price
rises for coooa and coffee in 1976 and 1977. Constant price estimates would
suggest a rise of'around 2.5 per cent a year while according to the FAQO the growth
of agricultureal production (without forestry) was only 1.5 per year in 1970-1977.
Taking into account the uncertain nature of statistics relating to food crops, it
seems more reasonable to assume a growth rate not very different from the rate of
population increasce, The most important commercial crops are cocoa, coffee both
arabica and robusta, cotton, rubber, bananas, palm products and tobacco,
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L L R . B T e
Cocoz and coffee alone provided 64 per cent of the total value of output in 1977
but vutput uf Buth crops has varied substantially betwcen 1970 .and 1977,and~in-1976/77
88, 060 " founés of cucoa and 82,000 tonnes of coffee were produced compared with

113,000 tounes and 93,000 tonnes rsspectively in 1970/T1. . In 1977/78 there was a . -
rise in output to 105,000 tonnes of cocpa and 85,000 tonnes of. coffee.,. Sugar-cane
output appears to be on a rising trend and similarly for bananas half of which are
exportéd. While cotton output reached 48,000 tonnes in 1976/77 compared with |

40,000 tonnes in” 1970/71, it had been as high as 91,300 tonnes in 1969/70.

it

Uniteleepublic;bf‘Camerooh; Table 2. Qutput of sclected agricultural andlforestnx'
products — 1970/71 and 1974/75 to 1976/77 (in thousand tonnes) S

w ot
LI

1970/71 - 1974/75 *1975/76 1976/77
Coreals -« =-=rwm = e <151 B - - 2 S 772 800
Plantains 959 1 060 1 160 "1 210
Boots and tubers. 1788 . 2 196 -2 247 2 254
Groundnuts: - == e 178 T T 145 T 148 o150 T
Cocoa o 113 118 . .96 85
Coffee o 93" 109 80 82"
Cotton : .40 . . 40 : 50 . 48
Sugar cane o - 92 173 : 176 - 180
Bananas , _.: 94 i . 104 150 170
Logs a/ = S 458 . 621 , 423 - - 551

Source:-'FAO; and Bulletin de l'Afrique Noire No. 951, 22 mars 1978. No. 983,
13 December 1978. _

g/ Figures for calendar years starting 1970.

In 1977/f9731heﬁ_iﬁéfea3és have been made in the pricesLrecei&ed-by\farmers& for
cocoa the price was raised to CFAF 220 per kilogram against CFAF 150 in 1976/1977,
Por rdbusja_GOff;élﬁhe price was raised by 18 per cent to CFAF 250 -per kilogram. . -

Cattle -herds have been increasing as well as those of other kinds of livestock
particularly pigs: But meat production is s+ill not sufficient to satisfy a rapidly
increasing demand. Fish production has been stagnant at around 21,000 -tonnes a year
since 1970. Timber ‘production has fluctuated substantially and was badly hit by the -
world recession in 1975.. Figures in table 2 show that output of -logs had risen’: '
from 458,000 tonnes to 621,000 tonnes between 1970 and 1974 but fell to 423,000
tonnes in 1975 before recovering to 551,000 .tomhes in 1976. In 1976/77 output is
ghown as. 1.2 million cubic metres and 1.4 million cubic metres were forecast for 1977/78.
Exports included 363,000 cubic metres of logs in 1976/77 compared with 253,400 ‘cubic
metres in 1975/76. To stimulate the local processing of timber a law -irtroduced
in 1974 made it mandatory for the percentage of the cut logs processed to be raised
to 60 per cent when .the exploited area is over 10,000 ha while for an ared of over
175,000 ha the exploiting firm must have a saw-mill,- a veneer producing unit and a
plywood factory.
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In the fourth plan currently being implemented there has been a major shift of
priority in favour of agriculture. Compared to the preteding plan the planned
investments has morc than gquadrupled and agriculture is receiving more funds than
mantifacturing. There are two main direstions in the investment programme, first the
development af large scale projects such as for sugar cane and secondly the -stimula~
tion of small-scale farming through integrated development and the use of various
incentives as well as c¢xpansion of extension services and marketing. e

(9} Mining, . The sector isstill small. The aluminium smelting factory at Edea
uses aluminaz imported from Guinea, and until recently apart from limestone only
emall quantities of cassiterite and gold werc produced. But oil and gas deposits
have been found whose exploitation has been started although as yet on a limited .
scale, . There is a bauxite deposit of some 1.1 billion tounnes but it would require
considerable investments estimated at CFAF 300 billions to ensure a production of
10 to 15 millions tonnes per year. ' '

(g) Energy. Energy needs are covered by o0il imports, hydro—electric generation
and firewood. Total energy consumption has not increcased much since 1970 and consump-—
tion per head has fallen between 1973 and 1976. The growth.of electiricity production
was only 2,6 per cent per yedar between 1970/1971 and 1976/1977.  This is 'more cthe
reflection of the stagnation -of aluminium production than of alow growth-of demsnd

in the rest of the economy. Aluminium consumes a large part of hydro-electric
production. Hydro-power has risen by 11 per cent since 1970/71 while thermally
produced clectiricity has increased 3.6 times. Important changes wifl ogour-in °
electricity production when the Song Loulou dam now under construction is completed
in 1980-81., Another dam is to be built at Lagdo at a cost of CFAF 4.9 billion.

0il prospecting is continuing.

(g) Manufacturing. According to national accounts, manufacturing represented
10 per cent of GDP in 1977, the same proportion as in 1970/11., For the period ’
1970-1977 it seems that output from manufacturing industry has grown by nearly 16
per cent a year at current prices bui the increase at constant'priqes has been mucéh
lower and not more than 4 per ccnt a year. The fact that the rate of growth of
electrical production was so small probably proves that real grqwth in manufacturing
was also low. The manufacturing sector is gquite diversified, and ranges from.a '
plant smelting aluminium o light industries producing food, drink and tobacco.
According to 1975/1976 data, food, drink and tobacco is the leading sub=-sec tor
accounting for 37.2 per cent of output with plants transforming local products like .
cocoa beans, sugar cane and palm oil 2s well as producing beer, soft drinks and.
cigarettes., Cocoa processing is an important industry with an output valued at :
CFAF 10,3 billion in 1976-1977 and a capacity to process 43,000 tonnes qf-cdcqg bearns,
There are two sugar mills, one having entered into production in 1977 and ‘a third °
one is being studied in relation to the Lagdo dam, project. O0il mills have a total . .
capacity to treat 400,000 tonnes of products a year and in 1976/1977 2.4 million litres
of cotton seed oil and 1.3 billion litres of groundnut oil were produced as well
as 42,000 tonnes of palm oil. Beer brewing is the first industry in terms of output
value and one single brewery had in 1976/1977 an output valued at CFAF 20.8 billion.
Total besr production reached 1.33 million hl in 1976/1977 compared with 0.70 million
hl in 1970. 'The output of textile factories has been growing rapidly and there are
now units completely integrated for cotton and a synthetic textile plant. Output
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of cotton cloth reached 37 million metres in 1976/1977 -of which 80 per cerit was sold
on the doméstic market. THé wood processing industry is also important and in 1§75/
1976, 564,000 m3 were locally processed out of a total cut of 1.2 million m3. ‘The °
production of aluminium at Edea in the Alucam factory is based on ore imported
from-Guinea using Edea elcctricity for smelting. Produotion has varied between
45,000 and 53,000 tonnes yearly but has not shown any upward trend for many years.
The capacity of the plant is 58,000 tonnes of aluminium a year. Arcund 50 per cent
of aluminium produced-is sold to metal processing factories in the country and the
remainder is zzported. Various aluminium products such as sheets, hensehold utensils
etc.,are produced. - : :

Cement production has grown from 153,000 tonnes in 1971/1972 to 331,000 tonnes
in 1976/1977 and in this latter year the capacity available was almost completely
used up. Projects are being developed *o increase capacity. '

In the fourth plan manufacturing industry has been allocated CFAF 104 Ppillion
and if mining and energy are added the total projected investment is CPFAF .316 billion
or 5 times -the third plan total. The main policy orientations are the processing
of'loéal raw materials, the development of large agro-based industries and the
creation of basic me#al industries. The main projects for manufacturing include
& new sugar mill, an increase of the capacity of the two cement factories, the =
extension of Alucam capacity from 53,000 to 80,000 tonnes, a paper pulp plant (Cellucam)
with 122,000 tonnes capacity which at a cost of CFAF 59 -billion will be one of the ' -
largest projects.  There is also the petroleum refinery project planned for the '
energy sector which will cost CFAF 66 billion. . - o

Lg) Construction. The scotor has developed to some extent but its contribution
to GDP has risen only slowly despite the GDP figures which show an average growth
rate of 16.8 per cent a year at current prices and at constant prices of between
4 and 5 per cent, - - T -

(f) Transport services. Total port traffic rose to 2,714,548 tonnes in 1977.
or 13.5 per cent more than in 1976. Most of the traffic rassed through the port of
Douala. Other ports are Kribi which handles mainly timber for exrori; Tiko~Victoria
and in the north Garoua. Douala Port traffic has grown at an average rate of 4.Tper cent
per year since 1970, with specially high rates in 1976 and 1977. Imports are more
important ir terms of volume than exports, and have grown more rapidly than the latter
since:1970. Douala port is being developed to accommodate increased traffiec at..
a cost of CFAF 24.5 billion for the first phase. The railway length was doubled
between 1969 and 1973 because of the construction of a line from Douala tc Ngaoundere,
Initially after this extension was completed, traffic rose strongly but competition
from road “ransport has prevented further rapid gains. The numher of rail passengerg
reached a maximum of 1.96 million in 1974-1975 but has dropped to 1.73 million in
~1976/1977 against 1.91 million in 1970-1971. . Goods traffic has risen 1o 1,409,000
tonnes in 1976-1977 from 1,023,000 tonnes in 1969-1970, and the total volume of
traffic measured in tonne/km has doubled from 244.1 million .in 1969-1970 to 486.4
million . -im 1976~1977. Road transport is obviously very important, but information
is lacking on the number of vehicles in use and the quantities of merchandise .trans— .
ported, : Ny i , .. ' o
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Unlted Republic of Cameroon: Table 3. Transpqrt indicatorsy 1970 and 1975 t0-1977

.. . 1963/70.  19T4/75 - .- 1915/16 - - 1976/
Railways ""f.‘ : .
Freight Ethousand’tonnes) 1023 116977 391 1 409
Freight (million tonne/is) 244.1 400.1 437.3 . 486.4
Douala Port C - 1970 - 1975 1976 _ 1977
Freight unloaded (thousand tonnes) 1 115 1 331 . -1 380 C 1 T14

Freight loaded (thousand tonnes) 727 | 111, 848 - 802

Source: Bulletin de 1'Afrique Noire No. 963, 5 Juillet 1978 and No. 975,
8 Octobre 1978. ‘ > . . : L

o meeer e =t mnrpm

v

Exports handled at Douala in 1977 included 334,000 tgnnessof logs, 73,000 tonnes
of coffee, 88,000 tonnes of bananas, 69,000 tonnes of timber products and 50, 000
tonnes of cotton. Imports emphasized hydro—carbons,‘clinkerhand alumina.

» =

4; Fxperditure and the GDP

-

Domestic expenditure has risen a little faster than GDP since 1970, so that the
net inflow of resources has increased from 3.2 per cent of GDP ‘in 1970/T1 to 5.1 per
cent in 1977. While private consumption expenditure has risen from 72.7 per cent
of GIDP in 1970/71 to 75 per cent in 1977, public consumption expenditure has fallen.
from 12.9 to 10.2 p-r cent and all the inc.ease in the inflow of external resources
has been used for increased capital investmént, Total investment expenditure in-
cluding stock changes was equal to 17.6 per cent of GDP in 1970/71'énd 19.9 pex cent
in 1977. Domestic savings were 14.4 per cent of GDP at the start of this decade. and
,were slightly higher at 14.8 per cent in 1977{see tahle 4). L

5. ZExternal trade and the balance of payments.

Exports have grown very rapidly and in 1977 their value reached a level nearly
three times that of 1570, 1In genergl exporis have increased annually since 1972 but
there was a setback in 1975 because of the impact of the world recession. The four
major commodities are cocoa, coffee, aluminium and wood and the volume of exports -
rose by 16.5 per cent between 1970 and 1977 or at an average rate of 2.2 per cent:

a year. The rise in unit value of exports has been 130 per cent over this period.
The average rate of increase in total export value was 15.2 per cent a.year.
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United Repyllic .of Cameroops Table 4s Expenditure. and the ‘GDP, -1970/71 and LZ
1975 %0 1377 . (billions of CFA francs)

Per— A Per—
At eurrent prices 1970/71  ocentage 1975 1976 1977 centage
Private consumption 233.6 7247 495.4 593.1 692.2 75.0
Publio consumption 41.5 12.9 70.8 79.5 94.2 10.2
Gross fixed capital
formation ‘ 50.5 15.7 - 119.7 148,5 169.7 18,4
Change in stocks ‘ 642 1.9 8.8 11.0  13.6 1.5
Exports less imports goods o S
3.0  At.2  ~46.7 . =5.1 .

and services . =10.5 =3.2  ~33.0

Total GDP at market o T U R
prices © 7 321.3 7100.0 CEE1LT790.9 TU523.07 . 100.0

Source: Based on mational data-from-Camefpoﬁ:'

S

Imports grew slightly faster and more regularly than exporis at an average rate
of 16.2 per cent per year and the result was that the trade deficit which was CFAF
2.88 billion in 1970 had risen to CFAF 19.55 billion in 1977. ~Judging from the port
statistics given earlier import volume rose by -more than 50 per cent between 1970
and 1977 but if total imports are deflated by the average increase in unit prices
of imports to all non-oil dévelqping countries, the volume increase was 23 per cent
or 3 per cent d year. Import volume has risen faster than the volume of exports in
line with the increasing inflow of resources into Cameroon, Comparing 1977 and -
1270 the terms of trade were practically unchanged but the 1977 position owed much
to the rise in prices of cocoa and coffee in that year. D >

In the balance of payments the net deficit for goods and services was partioularly
high in 1975 and while it fell in the two sucoeeding years it was still twice as
high in 1977 as in 1970. The capital inflow. has been heavy in all Years shown .in
table 5 and was also substantial in 1971 t6 1974. “However, much of the benefit
from the substantial net receipts of transfers on government account was lost

because of the high level outflow of. private transfers. _
- Despite the dinflow of capital in 1975 to 1977 the,ipte:natiohai reserves were

reduced in each year but particularly so in 1975 when there was a fall of CFAF 12,86

villion, S B ' -

6. Development aid and ihe external debt

Development aid has been increasing since 1970 from DAC countries and from
international organizations. Figures are available of net resource flows to Cameroon
from all sources from 1974 to 1977 and these show a total of JUS 114.9 million in
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United Republic of Camerocon: Table 5. BIxfernal trade and balance of payments,
(19704 1975 to 1977 (billions of CFA francs) T

1970 1975 L. 1976 1977__ 
External trade S
Brports’ . .. 64.36 - 96.31 - 122.03 172.85
Imports 67.24 128.10 145.96 192.40";
Balance _ . —2,88 ~31.79 ~23.93  ~19.55
Balance of payﬁéﬂfs o _ _ l N _ . S . _
Goods and servi;es (net) ~3.64 —33.93-"‘ —28.10 ~18, 67
Private transfers (net) ~3.94 L =9.13. =T .66 ~7.17
Government transfers (net). T5¢300 - - 10,37 13469 8.72 R
Capital “ 16,44 ©  20.49 21,01 16.98
Reserves and related items 8,16 . 12.86 . " 1.84 0.74

Errors and omissions nil -0, 66 ~0.78 ~0, 60

Sources IMF, International Financial Statistics. vwl. XXX No. 12 Decembeér 1977;
vol, XXXII, No. 1 January 1979 (Balance of payments converted from United States dollars)

1974 and JUS 327.0 million in 1977. Official development assistance from all sources
rose from ¢US 62.3 million in 1974 to 4$US 186.5 million in 1977. The foreign debt
has inereased in parallel with the increased inflow of resources, The deht. service
has been estimated at $US 58 million in 1976 for a total disbursed debt. of #US 551
million at the end of that year. This debt service is equivalent to 11.4 per cent

of earnings from merchandise exports in 1976, .

Te Government revenues and expenditure

The budget has increased at current prices in line with the growth of GDP and
for 1977/78 the total sum covered in the estimates was CFAP 137 billion compared
with CFAF 50,09 billion in 1970/71. The average rate of increase was 15.5.per ocent
a year over a period when GDP rose at current market prices by 16,3 per cent a year.
In 1978/79 the budget rose by a further 20.6 per cent to CFAF 165.25 billion.

Table & is based on budget estimates so it does not show the actual out-turn
of revenue aad expenditure. However the figures for the change of Government
balances with the banking system indicate that the overall budget was in deficit in
1974/75 and 1975/76 but in surplus in 1976/77.and exoeptionally so in 1977/78.
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United Republic of Cameroon: Table 6, Government revenus and expenditure,

1970/71 and 1974/75 to 1977/78 (billions of CFa franca)

Budget estimates C19TO/T1 1974/15  1975/76  1976/17  1971/78
Fiscal receipts ) 75.77. 90.23 120,50
Other receipts ; £ 30.03 8.23 9.77 128.00 16.50
Ordinary expenditure 44.28 69.20 80.60 - 90,91 '98.46

Capital expenditure 5.81 14.80 16.40 37.09 38,54

Change in Government
balanees with banking _ - : :

Source: Bulletin de 1*AfFique Noire No, 951 22 Mars 1978, No. 964 S o
12 JITTet 1978, AR SORES 2R
a/ Derived from dafe in INF, International Finaneial Statisties,vols XXX

No, 12 December 1977 and val. XXXII No: 1 January 1979, . _
b/ From June 1977 té April 1978 énly. o - LenloT

S

In 1978/79 the Government has been able to make use of some of the Feserves. . ...
acoumulsted in 1977/78 and this has been one reason for the fairly substantial
inerease in proposeq_expenditure_;n;yggﬁmyeq;Jgﬁ&winuféaﬁsihe;ﬁuogagcy of  ther i
. ecaromy led to a.projected increase in fiseal receipte from CFAF:120.5 billion to
" CFAF 145.5 billion., 1In 1978/79 petroleum royalties figure for the first time in
the budget with a total of CFAF 4.5 billion., Investment expenditure has growm
from CFAF 5.81 billion in the 1970/71 budget to CFAR 38,54 billion in 1977/78 and
ordinary expenditure has increased from CFAF 44.28 billion to CFAF 98,46 billion.

The relative annual rates of increase were 31.0 per cont and 12.2 per cent respectve-
ly. For 1978/79 ordinary expenditure is set at CFAF 113.8 billion and eapital =~ =’
expenditure at CFAF 51.4.billion, .- : . : S

The capital budget includes external Hebt provisions and in 1978/79 these
came to CFAF 15 billion compared with CFAF 8.6 billion in 1976/77 and CFAF 9.6
billion in 1977/78. - : i A

8. Money and banking

With a'fall in net foreign assets of CFAF 18.74 billion between December 1970
and’ December 1977, the rise in money and quasi-money in that period has been solely
due to the expansion of domestic credit and most of this credit expansion has been
to the private sector. ' : : o

Claims on the private sector rose from CFAF 46.15 billion at December 1970 to
CFAF 204.59 billion at December 1977 equal to an annual rate of increase of 23.7 per
cent. DMoney proper rose¢ at annual rate of 18.1 per cent and with quasi-money the
increase was 23.1 per cent a year. The substantial increases in money supply had
their own impact on the rise in consumer prices in the period under review.



- 367 -

Data are incomplete at August 1978 but the increase in domestic credit to
the private sector between December 1977 and August 1978 was 18.3 per cent but
money proper fell by 2.7 per cent and with quasi-money the increase in the money
supply was 4.3 per cent,

One factor behind the small rise in total money supply in the first eight
months of 1978 appears to have been the sharp rise 1n Government dep031ts in the .
banking system.

United Republic of Camcroom: Table 7., Monétary survey,1970 and 1975 to 1978
(billions of CFA francs) '

Fnd End End Fnd August

1970 1975 1976 1977 1978
Net foreign assets 17.42 0.43 4.21 -1.32 ~0.08 a/
Domeatic credit : .
Net olaims on Government  —-14.88 7.05 . -1.60 ~7.44 '=31.87 2/
Claime:on private sector 46.15  110.67 141.09 204.59 241.94 .
Money . . 38.39 . 75.71. 94,78 126.63 123.20
Quasi~-money . 6.39 30.04 37.96 56,87 68,15 .
Other ttems (net) | 3.90 12.38 10.96 . 12.34 13.54 5/

Source: IMF, International Finanoial Statistics, wl, XXX No. 12; Deaember 1977;
vol. XXXII, No. 1, January 1979

s/ April 1978.
9. ~ Wages and prices -

~ There is no direct information on wage levels but glven the high rate of
inflation these levels must.have been adjusted from time to time. Consumer prices
as measured by the index for African consumers rose at an average rate of 10,3 per
cent per year between 1969/70 and 1976/77. Based on the more general index there
was also an average increase of 10.3 per cent between 1970 and 1977 with sharp
inereases. in 1974 and 1975, some fall in the rate of inflation in 1976 t0.3.9 per
cent and then a rise of 14.5 per cent in 1977. Consumer prices in the sccond
quarter of 1978 were 14 per cent higher than a year earlier so the substantial rate
of inflation of 1977 has continued., However, from March to June 1978 the increase
was only 2.4 per cent which could indicate a’ damping down of the rate of price rises:

10. Employwent and unemplqyment

The census of 1976 .shows a total population of 7.7 mllllon growing at the »
estimated rate of 2.5 per cent a year. The numbers economically active total 2, 5
million, this is only 32 per cent of the population and is an extemely low rate.
Te urban labour force numbered about 638,000 with 359,000 wage—earners. The
number of wage earners has risen substantially since 1970.
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11. Other social seC tors

(a) Education. Ian 1976/77 the number of students enrolled in primary schools
reached about 1,380,000 or 85 per cent of the eligible age group. The rate of
growth of the number of primary pupils between 1970 and 1974 was only 3.6 per cent
a year but it increascd rapidly from 1974 to 1976 and in 1976/7? itself grow by 18 |
per cent. JSecondary and university enrolments have also grown rapidly this decade.

(b) Health. 1In 1976 there were 347 health establishments with 16,734 beds
compared with 14,913 hospital beds in 1969. The increase of 12 per cent is less
than the growth of population of 19 per cent, However, the inorease in the number
of doctors from 222 in 1969 to 299 in 1974 and probably to a higher total in 1978
accompanied by a substantlial rise in the number of nurses and midwives indicates a
better usage of . existing health institutions and better service to the people. The.:
available indicators point to a drop in mortality and some improvement in the health
of the population as a whole but much still remains to'be done.

B. MAJOR.PBDBLEMS

Despite its varied natural resources, economic growth in Cameroon has been.
below expectatlons although the last two years have scen much better progress. The
poor over—all growth record since 1970 has its origlns in the general world economio
situation but -a8 well as skilled manpower shortages, there has been a generally _
unsatisfactory record for commercial agriculture. Despite the increase in produoer ]
prices and other incentives, output of commercigl crops has not increased. Crops
like coffee and cocoa appear to have been affected by some noglect on tho part of
the individual growers.

'The Produc tion-of timber was adversely afféected as for other African produsing
countries by the world recession in 1975, from which recovery has been slow; and
by Asian competition. The low real growth in output from agricul ture, forestry and
fishing has meant that the over-all GDP growth rate has been lower than might other~
wise have been the case despite the efforts made to raise output in the otlier major
productive sector, and the advances registered in the service sectors, :

One element to be considered is the problem of ¢conomic management, The -
authorities themselves have recognized the bottlenecks and the relative lack of
efficiency of the administrative machine, The level of investment achieved this
decade is equal to about 19.7 per cent of GDP and should have been enough to result
in an overall GDP growth rate of 5 per cent a year, That this has not occurred
may point to some lack of effectiveness in the development effort.

c. INTERNAL DEVELOPMENT POLICIES

The third development plan covered 1971 to 1976 that is most of the perlod
under review. The plan called fora growth of 4.6 per cent. per annum at, qonstant_
prices., On the basis of the allocation of investiment funds “between” ‘sectors, the
two most important sectors were industry and the economic infrastructure, Funds
allocated for manufacturing industry were twice those for agriculture, while for
the infrastructure the investment proposed was the same as for manufacturing 1ndustry.
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Towards, the end of the plan it was glear that it would not be fully implemented
because of certain difficulties, the most important being the stagnation of commercial
crop and forestry production., In fact starting from 1973 a new policy concerning -
agriculture had been initiated under the general heading of a "green revolution"
and the Government started to give 2 much higher priority to agriculturs. The new
fourth five year plan covering the period 1976/77 to 1980/81 shows a different
strategy from that of the third plan. The rate of growth is much higher (7 1 per
cent) and. the revised volume of investiments is now estimated at CFAF 931.0 billion.

- One feature of this plan is the shift in favour of agriculture and energy., Agriculturc
is now accorded high priority with an investment allocation of CFAF 164 billion
compared w1th_CFAF 104 billion for manufacturing industry. Investment proposed in

the energy sector has risen sharply reflecting the policy of the Government to develop
internal energy sources after the massive rise in the cost of imported oil, Though

the amount allocated to. infrastructure is considerable, .the proportion of total capitael’
spending on this sector is less than.in the third. plan. In 1978 a first appraisal

has been made of the implementation of the first two years of the fourth plan and

this shows some delay in the execution of various projects for the two years 1976/77
and 1977/78' CFA¥ 263. billlon was 1nvested or 71 per cent of the average amount
forecast. _

D. PROSPECTS FOR 1978 to 1980

It is difficult to make any forecasts of the likely course of the economy.
There are unfavourable factors such as the drop in coffee prices which will slow
economic growth but there appears to have heen a start made in crude petroleum .pro-
duction whlle the higher level of 1nvestment planned and underway together with a
policy of “stimuldting agriculture should help the growth of the economy. However,
11 may prove difficult to reach in full the growth rate of 7.1 per cent o a year .
proposed for the fourth plan period in 1978 to 1980, L _
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UNITED REPUBLIC OF TANZANIA

A. ECONOMIC AND 30CIAL DEVELOPMENT, 1970-1978

1. Intrbduction

During the period 1970-1977, the average rate of growth of GDP at constant
factor cost in Tanzania was 4.7 per cent per annum and as the population growth rate
vas 2.8 per cent a year.the annual increase in per -capita GDP was 1.9 per cent.
This result while lower than the growth rate projected in various development plans =
was relatively satisfactory bearing in mind two drought years and the generally ur-
satisfactory world economic situation. The Ujaama village programme itself caused
some disruption especially in agricultural output and in 1974 when this programme
coincided with a period of drought the GDP growth rate fell to 2.5 per cent and
substantial food imports were required. At the same time & sharp increase in import
prices caused severe pressure on the country's balance of payments. However, the
economy has since recovered and the ammual rate of growth for the three years to
1977 averages 5.5 per cent per annum, During the period agriculture grew on average
by 3.6 per cent per year at constant prices but with important fluctuations especially
in 1973 and 1974, where growth was nil or negative and a strong recovery in 1975 to
1977. Manufacturing industry grew at 5.9 per cent at constant prices but showed the
same growth pattern as agriculture with a trough in 1974 when the growth was only
1.4 per cent. " ' :

At ourrent prices GDP grew by 17.3 per cent a year so the implicit deflator from
1970 to 1977 was 12 per cent annuslly. This compares with an annual increase in
consumer prices of 12.2 per cent a year. The balance of payments suffered the
strongest pressures in 1974'and the foreign reserves fell by 980 million Tanzania
shillings. Net foreign assets fell further in 1975 to the very low level of
Tan. shs. 357 million but then the situation improved and with the high prices prevailing
for coffee and other commodities in 1976 and 1977, equilibrium was rostored and net
foreign assets rose to Tan. Shs. 1,513 million at December 1977 although they have
since fallen back substantizlly in 1978,

In common with most Afriocan countries, Tanzania has endured substantial inflation
since 1970 and the rate of increase in consumer prices was worst in 1974 and 1975
with increases of 19.3 and 26.4 per cent. The rate of price increase fell in 1976
to only 6.9 per cent but rose again to 11.5 per cent in 1977.

Between 1970 and 1977 the value of exports increased by 12.7 per cent a year and.
of imports by 14.8 per cent amnually. There has always been a trade defiocit and this
increased from Tan. She. 477 million in 1970 to 1,814 million in 1977. Export volume
has decreased substantially since 1970 and based on four major commodities was only
60 per cent in 1977 of the level of 1970. Over the same period imports have increased
by about 14 per cent and the widening gap between exports and imports has been covered
by an increasing inflow of aid and capital. Since 1970 cash crop production has been
declining despite all efforts to boost production. In industry the management and
productivity situation is unsatisfactory and the parastatal gector is not contributing
as it should to the national economy.
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The year 1977 was a good year with a GDP growth rate at constant priges of 5.9 -
per cent and excellent results in agriculture helped by good rainfall. The balance
of payment was favourable and Tanzania also benefitdd firom. a high net -irflow of aid
-and capital. - In 1978, the sconomy will benefit from the accelerated invesiment effort
but earnings from exporis will show a substantial fall because the coffee bdom came--:
~ to an end in 1977. Growth of GDP at current prices will be smaller in 1978 becauwd -
of lower receipts from coffee and because the rate of inflation appears to have '
declined to some extent. At constant prices a growth of about 5 per cent seems in
prOSpect. ' '

23'—-GDP by induatrial origin .

“I.

cIn 1977 agriculture contributed 49.9 per cent of CDP at current factor cost.’
This.is the dominant sector in the economy and its share of GIP has risen from 41.2
.. per cent in 1970. However, its particularly high percentage of GDP in 1977 oves much
to the high coffee prices obtaining in world markets. Beocatise of the substantial
advance in agriculture's share in total GDP, all other sectors recorded falls'be%wéen
1970 and 19773 in manufacturing from 10.1 to0 9.7 per cent, commerce from 12,7 ‘to 11.7
per cent, transport from 8.7 to 6.5 per cent and in other ‘services from 20.1 to 17.8
per cent. When measured at constant prices the share of agriculture is reduced while
that for other services in partzcular shows an 1ncrease.’
Uhlted Repuhllc of Tanzania. ‘Table 1. GDP by sodrce, 1970 and 1975 - 1977

(in millions of Tanzanian shillings)

Y AL
-

: Percen— a/ ' af Percen~
At current prices 1970  tage 1975 N 1976 1977?_ ~ tage
Agriculture, forestry, flshlng 3 381 41,2 - T 007 9 381 12 500 49.9
Mining © T 105 1.3 B 10 3 S 116~ 123 T 0.5
Manufacturing o 828 10.1 1774 2 047 2 Al6 9.7
Electricity and water _ 84 - 1.0 146 186 217 0.9
Conatruction y 404 4.9 735 736 159, . 3.0
Wholesale and retail trad 1 046 12.7 2 172 2 351 2 936 . 11.7
Transport and communlcatlons ) 713 8.7 1 453 1 554 1 635 645
Other services o .1 654 20.1 3 600 3 983 4 462 17.8
Total GDPat current factor cost .8 215 100,016 988 20 354 25 048  100.0
Total GDP at 1966 factor cost 7 680 9553 9995 10 587 )

Souice: Uni ted Republic of Tanzania: Fconomy Survey 1977-1978.

g/ Provisional.

E/ 4nd hotels and restaurants.



3 S

« Under the:Ujaama village programme, part

;ofAthe~ruxalwpopu1atiq_w ﬂ;grouped-intb‘seftlements centred.on larger villages rather

TTTI9TS-I97T (in thousand tonnes

tban-in traditional. scattered seftlements., The objest of: this:resettlement was to
provide more sasily: the basio amenities such as ‘education, health, piped water, banking
and cogpmercial servieces in the rural areas. - ' . R T S

-;Adﬁéuéih;r feéturelaf rﬁral iife in the l§%03lﬁés fhe'érratic pattern of .rainfall
and in 1974 there was a severe drought which caused a gharp fall in output and led -

to large scale food importations. The result has been thatithe, growth of this seoter:
to GDP at oonstant (1966) prices between 1970 and 1977 averaged 3.5 per cent a year,
There-are no:direct statistiocs on total food crop prodiuction but trends are ascértained .
through consumption surveys, weather -changes, and particularly the quantities handléd
by the: Fational Milling Corporation. In 1971/78 199,500 tonnes.of maizé, 24,600 tonnes
of paddy.rice and 34,200 tonnes of wheat were purchased by the Fational Milling -~
Corporation . compared .with 86,906 tonnes, 11,516 and: 23,879 tonnes respeétively im ©:'
1975/76."9&5;fqr=commeroial;crops, production.of cexrtain.orops has declined while Por’
others. there has been an increase-comparing 1977 and- 1970, ..In table 2, it .is seen  +.
thgjqproduqtionnaf,oaghew-nuts, cotton lint, pyrethrum and sisal was. lower im 1977: .
while output of coffee, sugar, tea-and tobacco increased. The mostiserious: fall was®
in sisal production with the 1977 output only half that of 1970. The general desline
in sisal output has been occasioped-by the compeyitionm of syntheticg which has made: ..

commercial producticn inecondmic &t current world prices for many growers..: . .

Uni ted Republie of Tanzania: Table 2. Output of major commercial orops, 1970 and . ..

————

Coffee - S 44458 T 44.67 62.42 55436 48168‘:f ' 

Cotton lint ' 71.29 71.31 59.18 81.42 65.06

Cashew-nuts o 114.00a -°121.70° - 80.34 83.64 96.75

Pyréthrum = - S © 3.6 : 3.29 - 4463 3.67 °  3.25 -

Sisal | - 209;00_/- © 132,00 - 124,00 - 11390 7 104.83 -
_Sugar. . ... L. 95.79% - . 96,18 . 103.24 112.07 - 124.44

Tea . ... - . 10,46 12,97 . 13.73 . 14407 . . 16.67 )
- Tobases—— ..,i;f&“‘_“mlr;gﬁaghnﬂ.mulgrlsm“..Mf14'19 19013 18le7

"7 "Source: United Republic Ef“&éﬁééﬁiéﬁ'ﬁééhéﬂi;’§;§};5"15}52ié%é';;d'1977§i§78.

o/ 1971 TS
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The value of the matketed output of these eight productswas Tan, Shs. 876
million in 1971 and rose to Tan. Shs. 2,964 million in 1977. However, much of the
inecrease was due to the sharp increase in coffee prices in 1976 and 1977. The
substantisl fall in coffée prices in 1978 will maturally have had ' a particular
impact on total realizations from the marketed crops that year.

In forestry there is a programne aiming at producing enough soft-wood for .
local uses and to build up a surplus for export. Development of hard-wood species
is also underway. There were 54,000 hectares of soft-wood plantations in 1975/76,

Livestock and fishing are both importaht in Tanzania but details of'ouiput are
not available.

(p) Mining. The most important mineral produced is diamonds but as output of
this mineral has been deélining Tor many yeéars, thé contribution of the sector as a
whole to GIP has also been falling. The output of diamonds was‘87,500 carats in 1977
having been 163,000 carats in 1971. Salt production has varied this decade, the
guantity sold having risen from 42,000 in 1970 to 45,000 tonnes in 1974 and 57,000
tonnes in 1976 before falling to 33,000 tonnes in 19TT.

-~ There are coal deposits in the Kiwera/Songwe valley which have been investigatéd-:
'in oonnection with a proposed iron works. ' o ' s

' Cement production is based on local limestone deposits. Petroleum prospecting
has been underway for some years. Phosphate depositis oxist at Mijingu and research hag:
been underway to establish if they can be exploited to supply the fertilizer factory

at: Tonga. . | |

““{c) Manufacturing. A number of the factoriés in the country are for processing
agricultural products and this sector has been influenced by the relative stagnation
of commersial’ crop output. However, at certain times in this decade output in :
manufacturing industry has suffered from a lack of other raw materials and spares, '
some interruptions in water and electriecity supply and ‘a decrease in labour

productivity in various industries leading %o high-cost output of particular products.

In 1976 there were 524 establishments covered in the census of production with .
75,350 workers and an output valued at Tan. Shs. 5,246 million. In 1970 the comparable
figures Wwere 452 sstablishments, 48,699 workers and output valued at Tan. Shs. 1,744
million, The value added was Tan. Shs. 561 million in 1970 . and . Tan. Shs. 1,480 million
in 1976. ' : : : C ; A ‘

Based on OGDP estimates at constant prices the average growth rate for manufactufing
industry includihg handicrafts from 1370 to 1977 was 5.3 per cent a‘year. ‘There were
relative}y_high growth fa#gs'in 1971, 1972, 1976 and 1977. T R

Some ‘data on imporfant products from manufacturing indusiry are given in table 3.7
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Unjted Republic of Tanzania: Table 3. Production of selected manufactures, 1970 and

19751977

1970 1975 1976 1977
Wheat flour (thousand tonnes, 43.1 35.5 12.7 81.0
Canned meat (thousand tonnes; _ 8.0 242 1.7 0.6
Beer (million litres) 31.2 64.3 69.5 ~ T5.1
Cigarettes (million) 2 599.0 3 511.0 3 678.0 4 013.0.
Textiles (thousand m<) 58.4 87.4 82.7 78.9
Sisal products (thousand tonnes) 20.4 25.5 42.4 T 3645

Cement (thousand tonnes) 176.8 266.0 243.6 2465

Source: As table 2.

In 1978 the Govermment decided to simplify the customs procedures for the import
of spare parts, raw materials and machinery in order to ease the problems of industry.
Government policy is also to move where possible to an immediate adoption of a piece-
rate system for employees based on work performance standards. However, the expectations
of a worsening balance of payments position in 1978/79 means that the simplification
of import procedures will have to be watched to ensure that the level of 1mportat10n
does not exceed the resources available. . :

(g) Electricity. Installed capacity reached 258.5 megawatts at the end of 1977,
the major addition in the 1970s being the 100 MW added from the Kidatu scheme in 1976,
Total units of electricity generated rose from 396 million kWh in 1970 to 612 million
in 1977, 'an average annual rate of increase of 6.4 per cent over this period. This is
a relatively satisfactory rate of increase and the largest users in 1977 were consumers
working on a meximum demand tariff who purchased 336.5 million kWh. These consumers ..
are_mainly in the industrial sector. :

(e) Construction. 4 poor rate of growth in this sector from 1970 to 1977 suggests
that investment has not increased much when measured at constant prices. Ioocal
consumption of cement was estimated at 337,000 tonnes in 1970 but had fallen to
297,000 tonnes in 1977. There had been a rapid inerease in cement consumpiion in 1971
and 1972 to 452,000 tonnes during the peak period of construction of the Tazara railway
and other large projects but since 1972 there has beasn a regular fall in cement.
consumption each year.

In the construction sector efforts have been made to educate people on building
low cogt but good quality houses using such materials as are loocally available.
However, the urban areas continue to suffer from a shortage of housing particularly
for the low income groups. Site and service scheles are being implemented. The
construction of the new capital city at Dodoma has been in progress for some years,
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(i} Transport services. The achievement of the decade was the completion of
the Tagzara railway linking Dar-es—Salaam in Tanmania to the Copperbelt in Zambia.
However, on the negative side the dissolution of the East African Community
Corporations led to some disruptlom in transport services and it was necessary
to establish national corporations. '

Growth in this sector has been comparatively rapid averaging 5.8 per cent a
year at constant prices and much of the growth has been due to the carriage on
Tanzania'ls transport system of traffic to and from Zambia,

The import tonmages handled at the three ports of Dar-es-~Salaam, Mtwara, and
Tanga inoreased from 2,195,000 tonnes in 1971 to 3,439,000 tonnes in 1977 while the
total exports increased from 1,030,000 tonnes to 1,482,000 tonnes.

On the railways the tonnage carried other than on Tazara fell from 1,561,000
tonnes in 1370 to 1,302,000 tonnes in 1977 while on Tazaras the tonnuge carried rose
from only 21,500 tonnes in the first year 1974 to-1,271,600 tonnes in 1977.

Road services have been important in the years to 1976 in carrying goods to and
from Zambia but no data are available. ’ - o

United Republic of Tanzania: Tablé 4. Selected transport indicatogé.iS?l.aﬁd 1974~1977

1971 1974 1975 1976 1977

Ports . . _ : .
Goods unloaded {thousand tonnes) 2 195 3 172 3 296 3149 0 3 439
1"

Goods loaded n 1 030 1 110 1 144 1 633 1 482
Rai lwa.ﬁ-‘a .
Freight handled t " 1 561 1 434 1 633 2 202 2 574

Dar-es-Salaam bus gervice
Pasgsengers transported (million) 69.71;u1f77,0 80.8 86.2 = 87.0

Source: As table 2.

E/ Tezara railway and freight originating in Tanzania on other railway systems.

) Tourisme The number of bed-nights spent at hotels in Tanzania rose from:
599,800 in 1970 to 980,534 in 1977 although it had been as high as 1,116,888 in 1976.
However, the number of bed-nights spent by visitors®in Tanzanian hotels was 379,000
in 1970 and 541,000 in 1977, again there was a fall from a peak of 641,000 in 1976.
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The total foreign exchange esarnings from tourism were ‘estimated at Tan. She. 96
million in 1970 but had fallen to Tan. She. 73.3 million in 1977. Such‘earnlngs ‘Were.
at a peak by Tan.‘~ns. 119 million in 1972, '

4. Expenditure and the GDP | o %_ o S

The data on expenditure are. given in table 5 and show that there has been an
increase in the proportion of GDP spent on private consumption comparing 1977 with
1970; the percentage on public consumption has also increased but there was a fall in
the relative expenditure on capital formation.

United Republic of Tenzania: Table 5. Expenditure and the GDP, 1970 and 1975-1977
(millions of Tanzanian shillings) B T _ |

Percen- : : - Peroen-. -

At oﬁrrent pfibes -- -". - 1970.. . tage 1975 1976 .- 1977 tage
Private consumption 6 300  88.7 14 171" 15 599 20 335  7T1.9
Publioc consumption 1 208 13.2 '3 259 37421 @ 4 082 14.3
Capital formation ' 2 256 24.6 . 4 004 4,663 4 843 lT 1_
Exports- less imports of - T Y RS S
goods and services 1596~/ —6.5 -2 423§/ -5443/ —960—/ ~3.3
Total GDP at market prices g 168 100.0. . 19 011 23 139 28 270 100.0

Source: Based on national data from Tanzania.

E/.jBa;ancing item.

In 1970 68.7 per cent of GDP went on private consumption, 13.2 per cent on publlc
consumption and 24.6 per cent on capital formation. Thére was an inflow of resources
estimated at 6.5 per cent of GDP to provide the additional resources required over and
above the total GDP at market prices, In 1977 the proportiomswere 71.9 per oent for .
private consumption, 14.3 per cent for public consumption and 17.1 per cent for
capital’ formatlon. There was an inflow of resources equal to 3.3 per cent of GDP in
that yeu. - R T e . . PE— e e .- . . C e e e . -

From 1970 to 1976 the proportion of GDP at market prices spent on capital
formation was 22.4 per cent. This is a relatively high proportion whlch should have
been more than adequate to generate an average GDP growth rate of 6 per cent. That
this did not happen can probably be *raced to the difficult world economic situation
from 1974 onwards, to- the drought in 1974 in: partlcular and to problems arialng
from the Ujaama vzllage programmea .
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Baged on table 5 the level of domestic savings was equal to 18.1 per cent of
GDP-in 1970 but only 13.8 per cent in 1977. In 1974 and 1975 the savings ratio fell
sharply $0,9.9 per cent and 8.5 per cent respectively and capital formation had to be
financedrto a higher proportion from external resoureces.

Be ) External trade -and balance cf payments

Exports grew during the period under. review but especially so in 1976 and 1877
with the boom in coffee prices. Imports have algo risen at a fairly rapid rate and
between 1970 and 1977 exports inoreased in value at an average annual rate of 12.7
per cent while imports rose by 14.8 per cent a year. The higher rate of increase for
imports led to the trade deficit rising from Tan. Shs. A77 million in 1970 to
. Tan, Shs. 1,814 million in 1977. However, the worst trade deficit recorded during
the period was in: 1975 when it reached Tan. Shs. 2,965 million with exports only
cevering 48 per cent of imporis.

The major export items from Tanzania are coffee, cotton, diamonds and sisal and
their share in total exports has risen from 50 per cent in 1970 to 61 per cent in 1977.
However, the 1977 result was due to the sharp rise in earnings from coffee and it is
already clear that for 1978 the total value of exports and the earnings from coffee
will fall subsﬁantially.

The composition of imports has varied significantly over the period under review
especially consumer goeds which represented a higher percentage of the total when
food imports were increased substantially as in 1974 and 1975. Howewer, in 1977
consumer goods made up 18.5 per cent of the total, intermediate goods 45.5 per cent
and capital goods 35,9 per cent. Tanzania has to import a substantial part of the
supplies required in its manufacturing industry. .The wvolume of imports probably
rose by an average of 2 per cent a year between 1970 and 1977 but in the case of
exports there was a decline in volume from 100 in 1970 to about 60 in 1977 based on
the volume index published until 1974 and the volume of the 4 major commodities
from 1974 to 1977.

United Republlc'of Tanzania: Table 6. External trade and balance of payments, 1970 and

19751977 - ( millions of Tanzanian shillings)
] 1970 1975- : 1976 1977
Extorinl trede T - | A
. Exports ' 19T T2 164 4108 4161
Imports 2 274 2. 129 5 350 -5 975
Balanoce _ ~477 -2 965 -1 242 -1 814
Balance of payments
Qoods and services {net) ~345 -2 458 ~839 -1 055
Private transfers (net) 19 85 96 . 161
Government transfers (net) 12 673 361 ~:.790
Capital 456 1 681 520 1 224
Reserves and related items 147 113 -179 ~1 318
Errors and omigsions o _ =347 2 L ;98

Sourcet IMNP, International Financial Statisties, vol. XXX, No. 12, December 1977;
vol. XXXII, No. 1, January 1979.




- 3718 -
. ..The balance of payments in all the years given in table 6 shows a deficit for
goods and services covered to.some extent by & net inflow of private transfers and
government transfers. There has also been a large capital inflow with particularly
high net totals in 1975 and 1977. In 1975 the international reserves were also
reduced because of the magnitude of the deficit on goods and services but in 1977
these Treserves were increased -substantially. o -

6. *.Develonient aid?anduexteinéi debi

Tanzania receives important amounts of .aid and the total net flow of resources.
rose from $US 169 million in 1974 to $US 407 million in.1977. Of these totals-official
development assistance was §US 162 million.in 1974-and $US 343 million in 1977+ Thus
a high proportion of the net resource inflow has been.in the form of grants and -soft.
loans having an important impact on the level of the external debt. For 1976 the
World Bank estimated that debt-service payments.on Tanzania's ‘external public debt
Were-estimated at 8.1 per cent of -earnings from -exports of goods and services. In
1970 the proportion had been . 7.3 per cent. = .. - : a e

7.' Government reverue and expenditure ]

. . . The rates:of growth of recurrent revenue and recurrent expenditure between
1970/71«and-1977/78“were 19,7 per-cent and 19.3 per cent respeotively. .. Thus the-size
of the rTecurrent surplus increased but in 1977/78-it was only sufficient to finance
9 per cent of the development budget. As shown in table 7. external. regources have
become increasingly important in providing finance for - the development budget; in -
1977/18 they provided 66 per cent of the total required. . = T

United‘Ré.ublic-of Tanzania:»TabIe} .i'Government-reveﬁﬁé and exgendiﬁuie;lﬁjO[]l
and- 1975-1977/78 --(®illions of Tanzanian ghillings) .o h o

S e 2970/TE - 1975/160 ~ 0 19T6/TT- - -9TU/18 -

Recurrent budget e e e e _

Revenue . .- - T 1 683 3 919 5 204 5 913

Surplus _ 52 '203., 776 280
Development budget _ L

Experdituve. . ... -~ 889 2253 . 2 489 3088
Financing : R

Recurrent surplus Lo 52 203 o T16 B 280

Domestic borrowing 457 906 184 _ 504

Other domestic resources 110 113 ' 127 260

External borrowing 258 562 : )

Foreign grants - 12 ;469; 1 402 Yy ? 044

Souroe ,As“taﬁié 2,



In 1970/71 domestic resources providgd 70 per pent of the funds for the . . .
development budget with domestic borrdéwing aloné adcoiinting for 51 per cent. . Birt
by 1977/78 the share of domestic resources in financing this budget had fallen
to 34 per cent. : ,

Data are not available on the breakdown of foraeign resources in the last two
financial yeéars but it seems that external borrowing would have accounted for more
than-e-half-of“the external funds obtained., ~ -~ =~ T

For 1978/79 there is a large increase in the development budget to Tan.. She. 54548
or 36.6 per cent more than the originally estimated Tan. Shs. 4,062 million for
1977/78. However, ag only Tan. Sas. 3,088 million was spent in 1977/78 it may prove.
difficult to ¥each the total of Tan. Shs. 5,548 for 1978/79. - . Co

Recurrent expenditure for 1978/79 ie increased to Tan. Shs. 6,719 million. -
or 19.2 per cent higher than the actual expenditure for 1977/78. Total expenditure .
is estimated at Tan. Sha, 12,267 million and recurrent revenue at Tan. She. 6,968
milliony non~bank domestic borrowing should reach Tan. She, 440 million, s further
Tan. Shge.268 nillion is expected from the development production funds and a further
Tan. Shs. 175 from miscellaneous redeipts. In addition Tan. Skas. 71l million will be - -
raised from the domestic banking system. A total of Tan. Shs. 3,583 million is
expected from foreign grants and loans; of this total grants are estimated at _
Tan::Shs: -1, 749 million 4nd “loans at Tan. Shs. 1,834 million. Various other réceipts .
are expected:inoluding those arising from increased taxes. =~ = _

R

8. Money and banking

The government sector including official entities has become much more important
in the Tanzanian economy since 1970 and this is particularly reflested in the oredit
advanced by the banking system. R U

Between December 1970 and -December 1977 net foreign assets increasdd from
Tan. Shss 768 million to Tan. Shs. 1,513 million and total domestic oredit from
Tan. Shs. 1,639 million to Tan. Shs. 7,482 million. Thus the rise in domeatic
credit was by far the most important influence behind .the rise in tle money supply
and the ‘details given in table 8 show that the major increases in credit have been
to the Govermment and to official entities. Net olaims o thé Government rose,from
Tan. Shs. 277 million in December 1970 *o Tan. Shs. 3,044 willion in December 1977
while claims on official entities increased from Tan. Shs. 457 million to ,
Tan. Shs. 2,161 million and claims on the private sector freh-Tan.- She. 505 million
to Tan. Shs. 2,277 million. The anrual rates of increase averaged 4l per cent for
govermment credit; 24.8 per cent for official entities'snd 14.1 per cent for the
private sector. . R B : S e

The growth rate of money proper between 1970 and 1977 was 20.6 per cent a year
and of money including quasi-money was 20.3 per cent-anmially. These growth rates
may be compared with the ris& in consumer prices averaging 12.2 per cent a year,
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United Republic of Tanzania: Table 8. Moretary surve - 1970 and 1 1978
zmilliona. of Tanzanian shillings) -

End End End End June

1970 1975 1976 1977 1978

Net foreign assets 768 357 561 1 513 845
Domestic oredit ‘ _

Net claims on Government - 271 2 358 3396 . 3 044 3 501

Claims on official entities 457 1 780 1958 2 161 2 334

Claims on private sector 905 1 613 1 767 2 277 2 100

Money 11755 4 404 5 486 6 497 6 248

Quasi-money: : : 563 1 297 163 1970 2 202

Other items (net) 90 406 562 529 328

Source: IMF, International Financial Statlst1os, vol. xxx, No. 12, December 1977;
XXIII, Nb. 1, January 1979.

In the first balf of 1978 there was a substantial fall in net foreign asseta but .
domestic oredit inoreased by 6 per cent. The money supply was unchanged over this
period. The planned increase in money supply for 1978 has been set at 14 per oent.

Ge Wages and prices

Wages have increased sdbstantlally since 1970 and in 1977 the average wage per St
annum reached 8 4017.7 shillings. Based on 1972, average wages were 92 per cent higher
in 1977 having risen by 46 per cent in 1974 and 16 per cent in 1977. Wages hawe
generally risen in response to the high rate of inflation. The average inorease in -
gonsumer prices bae been 12.2 per cent a yoar between 1970 and 1977 and price rises
were particularly strong in 1974 and 1975 because of the drought and because of
international events. The riso in consumer prices was 19.3 per cent in 1974 and
26.4 per cent in 1975 but only 6.9 per cent in 1976 and 11.5 per cent in 19T77. In
the first quarter of 1978 consumer prices were 4.6 per cent higher than in the firset
quarter of 1977 refleoting a substantial fall in the rate of inflation.

10. Employment and unemployment

There was an ingrease of 16.5 per cent in numbers employed in 1973 but since
then there has been a relative stagnation and the numbers employed in 1977 were
474,090 compared with 472,500 in 1973. The fall in employment in the construction
industry following the completion of the railway line of. Tazara in Tangania Was
particularly large the ‘total falling from 104,780 in 1973 to 49,000 in 1977 and.
despite growth in all other sectors this fall could not be recouped so that total
- wage employment in 1977 was only 0.4 per cent higher than in 1973.



Data on unemployment are not available but there has been some tendency to
discourage rural dwellers from moving to the towns and even the repatriation from
urban to rural areas of persons unemployed in the towns. - .

11. Other sceial sectors

(a) Education. There has been a very largé inoreace in the numbers enrcolled in
educational institutions this deoade, but the real progréss has been registered in.
primary education where enrolments more than doubled passing from 827,974 in 1970
to 2,020,883 in 1977. There were particularly large rises in primary pupils in 1975
and 1976 and the primary enrolment rate reached 60 per cent in 1977. With the emphasis
on increasing the primary enrolment rate the growth ir enrolmerts at secondary schools
and in higher education has been less spectacular but-has rievertheless been T
substantial., - : - ¥ S : N

There were 41,960 students at government secondary schools in 1977 and a further
19,820 at private schools. The total of 61,786 in 197T compares with 41,078 in 1370.
Over the same period 1970 to 1977 the humber of higher eduocation situdents in East :
African colleges rose from 2,086 to 3,075. ¥n an attempt to relate primary education .
more effectively to the realities, rural subjects are now included in the currioculum
in order to prepare pupils for life in the countryside. A4dult education has ‘had a -y
profound impact and after 15 years of effort the illiteracy rate had fallen to 39
per cent at the end of 1975, ‘ - Cos g - S

(b) Health servicess The main polioy orientation has been on preventivé medicine
and the provision of more health facilities in the rural areas. In 1977 the number -
of hospital beds available was 31,487 compared with 28,054 in 1972. There were 18
rural health centres in 1977 as against 99 in 1972. The number of trained personnel
has also grown with particular increases in the medical assistants, There were -T27
dootors in 1977, 400 assistant doctors, 930 medical assistants, 1,393 rural medical .
aids, 1,235 grade A nurses and 4,423 grade B nurses. However, deapite this progress:
the country still has a high mortality rate and a high incidence of endemic diseases.
Among the health objectives of the Government is the provision of clean water to all
the population by the year 1991. I .

' (2) Housing. The efforts to eradicate the housing problem, which. is especially
serious in the urban areas for the low-income groups, include educatitig people in
tuilding low cost but good quality housing using locally available materials -
partiocularly burnv bricks, timber and roofing tiles; gite and service programmes;
the provision of infrastructure services and the implementation of town master plans. .’
The National Housing Corporation continues to construct low-—-and medium-cost. - - -
residential houses and is producing construction materials such as burnt bricks and
tiles., .The Tanzania EHousing Bank provides loans for low-cost and other Housing.

In 1977 the number of housing loans approved by the bank inoreased to 4,077.

B. MAJOR PROBLEMS

In 1977/78 the economic relationship with the former East African Community
countries continued to weaken. The border between Tanzania and Kenya continued to be
closed and trade between the two countries declined drastically. Legislation bad to
be passed aimed at creating corporations to deal with the services which Were
previously undertaken by the East African Community in Tanzania.
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Tanzania contlnues to depend to a certaln extent on 1mported cereals. These
cost Tan. Shs. 230 million in 1977/78,3 reduction and a sharp reduction on the .levels
of 1974 and 1975 but still indicating that domestic cereal output omust be 1ncreased
substantially.

- The balance of payments was in surplus in 1976 and 1977 helped by the high
earnings from coffee but the price fall of coffee in 1978 reveals the fragility of
the balance of payments which is heavily dependent for equilibrium on high oapital
and transfer recelpts.

i

“n

. The rapldly increaalng investment programme is creatlng its own problems. The
sharp increases in domestic credit to the Govermment and the parastatals to help
finance this programme has in the past created fairly substantial inflation through
inoreases in the money supply.

, The output, of the key-oash orops has generally declined since 1970 despite steps
taken to. raise producer prices and improve the inputs to farmers including subsldizing
the‘prlces of fertilizers and insecticides.

i

C. INTERNAL DEVELOPMENT POLICIES

The variocus development plans in operation this decade have been to some extent
motivated by the policy of self-reliance which has found a particular emphasis in the
Ujaama village programme that apart from helping the distribution of social services
and other amenities in the rural areas was also designed to lay the basis for increased
agricultural production.

The year 1978/79 is the third year of the third five year development plan and
the emphasis for that year is the completion of on~going projects in all sectors. Those
projeots aimed at strengthening the existing service facilities to the public would ba
glven first priority.

While the target growth rates in the various plans operative so far this decade
were achieved to an extent of only about 70 per cent, what was done in the field of
investment should have laid a ugeful foundation for the achievement of higher growth
rates in the future. However, there is a strong awareness that the level of development
expenditures proposed should be better related to the absorptive capacity of the ‘
country. With an improvement in skills, more availability of equipment and materials
this capacity has increased and thls means that higher investment éxpendltures are
besoming 1ncrea31ngly p0331ble-

In the budget speech made on 15 June 1978 the Minister for Finance and Planning
stated that as from that date the Tanzanian Govermment had decided that they recognized
formally that the East African Common Market had Ween dissolved. Thus any taxable goods
received from Kenya and Uganda were subject to taxation. The Transfer Tax Act was
also to be repealed. '



S T .

-~ 383 -

D. PROSPECTS FOR 1978 TO 1980 -
Tenzania continues to receive substantial aid from external sources some part

of which is in the form of ocapital and much of this ocapital is of the soft—loan variety.

This means that investment agtivity ocan continue at a high rate without this causing

too much of a prodlem over debt servicing. ', SRR ~

4 high level of investment activity will help create a relatively high levsl of
growth in the eoonomy and certainly the 1978/79 budget cqvers a particularly high rate
of govermment development expenditure. Howewer, on the negative side in 1978 and 1979
wil} be the impact of the fall 1n coffee prices on external earnings and on the incomes
of farmers prddueing coffee, '

The GDP growth rate in 1978 and 1979 should be above the awverage achieved s¢ far
this deocade.
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UPFER VOLTA

4. ECONOMIC AND SOCIAL DEVTELOPMENT, 1970-1978

LS

"?The eeonomy of Upper Volta is h331cally agrleuitural 5ut the olimate is. difflcult
and not conducive to rapid eoonomic growth. ‘Inm‘thé ‘early years uf this decade, drought
inflicted heavy losses of livestock and cruops and there was a net deoline .of production
and incomes..  After-1973, agriculture recovered’ and a high level of forelgn &id led s
large incresse i itvestments, There are no GDP estlmates at constant prlces and. . -
agcarding .to-official data, the rate uf growth of*, GDP ‘at current facto; cos't was 7.5:;

-per-cent wer:year while ‘consumér pricés increased by 7.7 per cent yearly.. If. deflated

by the consumer prices index there has been no real gruwih 'in GOP between 1970 and 1977
but other indicators suggest that the average growth rate at constant brices could have
beert in the region oft ¥ -per ‘cent a year.- L :

Exports were affected in the drought years because uf the lower agriocultural
production and after 1973 they grew less rapidly than imports.

The value of imports was nearly four times as high in 1977 as in 1570, There was
already a irade deficit in 1970 with exportsonly 37 per cent of importe but in 1977
this deficit had risen to (TAF 37.7 billion with the cuverage of imports by exports falle
ing to 2645 per ceats The large and increasing inflow of aid receipts and remittances
has enabled a balance to be aghieved in the basic balance of payments,

Inflation increased after 1973 partly because of higher import prices and prige
rises for local foudstuifs. From 1975 to 1977 consumer prices ruse un average by l1l0.4
rer cent a year. A fall ie shown in the vfficial prices index in 1976 but this seems
likely to have been a statistical mistake. In 1977 the GDP increased by 445 per cent at
current factur cost and this seems to indicate a fall in real terms. For 1978 projecte
ions show a growth rate at current prices of 6 per cent, with a fall in agricultural
output and a slowdown in the rate uf investment. The trade deficit is expected to
remain at the same level as in 1977. In May 1978 consumer prices were 32 per cent
higher than in May 1977.

2e GDP by industrial origin

Compared with the overall GOY gruwth rate of 7.5 per cent a year at current prices,
agriculture's growth rate was 7.6 per cent so there was a small rise in the share uf GDP
originating in agriculture from 44.5 per cent in 1970 to 44.7 per cent in 1977. The
proportion of GODP originating in manufacturing industry fell from 16.7 per cent %o ld.4
per cent over this period but from construction the proportion ruse from 2.6 t0o 4.7 per
cent 1n line with the increased investment effort being undertaken. The cunitribution of

the services sector increased from 14.2 to 16.3 per cent but that from commerce fell

from 17.7 to 15.6 per cent.

In 1977 the value added by the agriculture sectur fell by l.7 per cent and that of
manufacturing industry was virtually unchanged. All other sectvrs recurded increases
and there was a particular increase in ocutput from the constructivn sector,

x
v g ——
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Upper Volta: Table 1. GDP by sourcel 1919 an% 1975 to 1977 ,( billiongiof CFA fpanps);

v s rr i

PENF TR

et 1970 7 Percentage 1975 1976 1977 " Percentage

A

et it W e Vot ¥ 4Rl el Sh F e

Agricuiture,'EBréggfy éhd

fishing 36,31 44.5 57.28  61.66 60.62 44.7
Manufacturing 13.62 16.7 18.60 19.48 19.58 14.4
Electricity and water 0.45 0.5 0.65 0.78 0.86 0.6
Constructivn 2,10 2.5 3.15 3.90 6.35 447
Wholesale and retail trade 14.43 17.17 17.63 18.83 21.19 15.6
Transport and communication . 3.08 .. . 3.8 i g2 S GF B 700 T TRST
Services 11.60 14.2 19.01 . 20.64 : 22.07 %§.3

Total at current factor cost 81.59 100.0 120,53 129.84 135.67 . 100,0

Total at current market ' - c j

prices : 88.84 ' .y132;84‘.143.34 150,79
Source: ﬂatioﬁal data from Upper Volta.” S . e .

Early estimates for 1978 indicate moderate growih for both agriculture and
manufacturing and further expansion in oconstructiun. The services sectors are also
forecast to grow. in line with the production secturs. to :

3. Selected econumic sectors

(a) Agriculture, livestock and forestry. Agrlcultural vutput is virtually determln— :
ed by the rainfall patiern as rainfed agriculture is practiced in the Wwestern and
southern parts of the country where most of the population lives; the northern areas
where rainfall is less abundant are chiefly occupied by nomadic cattle raisers. Accord-
ing to the 1975 census, only 6.4 per cent of the people live in towns of more than
10,000 inhabitants so the overwhelming majority of the populatiun is rural.

The growth of agriculture has been only modest in the peried 1970 to 1977 due
largely to the impact of the drought years. An average increase of 1.6 per cent a year
in the volume of agricultural output has been assessed by FAO fur this perivd with a
fairly substantial recovery since 1973+ The main food crops are millet and sorghum
while cotton, groundnuts, sesame and karité prov1de‘the bulk of Upper Volta's exports.

In 1977 crop production was less than'in 1976 and output of mil}et and Bbrghum fell
by 8 per cent but the total cereal crop in 1977 appears to have been higher than in
1970.. The cereal deficit for a population of 6.3 million is estimated at 17 per cent of
demand.’ '

Industrial crops have followed the same pattern as food crops, with a decline in
productivn in the first years uf thc decade because of the drought followed by a recovery
and higher productiun in more recent years. In particular the production of cotton has
risen suobstantially and a record crop of 55,253 tonnes was oubtained in 1$77. In 1978
because vf adverse weather the crop is estimated at only 38,000 tonnes. The planted
area has been increasing and productivn should rise once again when rainfall is more
normale
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Upper Volta: Table 2, Aggicultural-Brodgdtiuﬁ;‘19?O'and“1975‘to i977'””L

i --mr::*j—“* —
- 1970 1975 1976 1977 -
i -
Millet and sorghum (thousand tonnes) 941 986 1 200 1100
Groundnuts (tonrmes) : ‘ 7 804 18 063 11 000 10 000
Sesame - {tonnes) - . : 5 200 5 000 6 000 5 000
Konte (tonnes) - : ' 19 784 4 912 31 000 32 400
Cotton {tonnes) - ‘ 36 248 30 563 50 695 55 253

Source: National data from Upper Volta.,
Livestuck appears to have béen less affected by the drought than in other Sahelian
countries.” "A¥COTdihy to a Study carried out by the Fa0, cattle losses in the drought
years were § per cent in Upper Volta compared with an average uf 29 per cent in the
Sahel as a wholei- The animal herds have now grown larger than that.pre-drought levels
with cattle Weifig e8Tifated at 3 million head and sheep and goats at 5.6 million in 1978
compared with 2.25 milliuvn and 4.0 million respectively in 1970, : s

The rainfall prattern in 1978 appears tu have been unfavourable and in some areas
the food situation has been as serivus-as it was during the drought. One direct
consequence of the poor rainfall has .been the large drop in cutton production.

However, there are sume reasvns for optimism over the future of agriculture provided
rainfall patterns return to normal and provided diseases can Ye eradicated. One growth
point is in vegetable expuris to urope which in 1976 reached 11,296 tonnes compared.
with 3,836 tonnes in 1972.  The total value of fruit-and vegetablé &Xports was CRAF 410
million in 1976. Unfortunately there are very real problems to be.overcome such as the
present impossibility of using rich and fertile lands in the Liptako-Gourma area
because of river blindness. Government policies are aimed at zrouping peasants into
regivnal organizatiovns responsible for agricultural extensiuvn, the supply of fertilizers,
pesticides and improved seeds and the marketing of produce.

Qg) Mining. There is at présent no significant ﬁining production in Upper Volta
but various deposits‘ have already been located and the mining indusiry has been given
a high priority in the 1977-1981 plan under implementation. Phosphate deposits have
beon discovered, ovne uf them the Xodjari containing some 112 million tonnes of ore, a
nickel deposit has also been located at Bonga near the railway line which is reported to
contain beiween 30 and 70 million tonnes uf ores Research is being continued on diamond,
lead and copper depusits. There are also projects for the exploitation of a marble
deposit at Tiara, the reopening of a goldmine whose exploitatiun had stopped in 1966 but
which has become profitable again with the rise in geld prices, and above all of the
Tambao manganese deposits. The expluitation uf the Tambao deposits would have
particular econumic repercussions in a country which is at present only an agricultural
pruducer. The tutal cost uf the exploitatiun of the aine including the building of a
railway from Ouagadougou to Tambao (334 km) is high and has been estimated at CFaP 51.4
billion. ' '
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(¢) Energye Inergy consumption is still very low averaging ounly 18 kgs uf coal
equivalent per head im 1976 against an ifrican average of 397 kgs. This low consumpt-
ion per head reflects lhe luw level of industrialization. All energy requirements are
met from imported oil or Tfirewvod. The consumption of imported oil products has gruwn
at a high rate since 1970 estimated at 11.4 per cent a year and the productivn of '
electricity rose from 27.16 milliun kWh to 69.84 million kih or by 12.5 per cent a year
between 1970 and 1977. In 1976 a dam on the Black Volta river to produce 320 million
kWh a year was appruved and as were 2 x 1,500 Kw generators for the power station at

Bobolasso,.

(g) Manufacturing, Manufacturing industry contributed 1444 per cent of CGDP in
1977 Its growth rate at constant prices has been low since 1970, However this poor
performance is uvnly true when both factory and handicraft industries are combined.,
Where factory enterprises are concerned it appears that output has grown quite rapidly
in the last few years with the number of establishments increasing. In 1976 six:
factories were built involving a total investment of CFAF 5 billivn., Other projects
were approved including the increase in the production capacity of the sugiyr complex
of Soshu, a modern svap factury and fabric production from locally produced cotton,
The total value uf the sales from manufacturing industry reached CPAT 20,8-billioh in
1976-with 41 per cefit from drink and tubacco industries and 27 per cent from mechanical,
metallurgical and electrical industries. Textiles, hides and skins accounted for a
further 21 per cent., The must important factories were thoue pruducing beer, sugur,
soap, edible vils, flour, shoes and motor-cycles,

) * Transport services. Traffic to and from external markets is carried over the
Abid jan-Ouagadougou railway. Traffic on the railway has followed the trend in the
general economy, increasing up to 1972, declining in 1973 and 1974 and then resuming
its upward trend. In 1976 the total load carried was 57 per cent higher than in 1970.
Complete results are not available for 1977, but data for the first three quarters of
the year suggest that traffic has dropped glightly. Not much is known about Toad
transpurt in “terms of goods transpurted. But the number uf truc.s and other utility
vehicles in 1977 was almust double the 1970 figure, while tiae consumption of gasoline
and diesel uil has also duubled., As fur air transportation, the number of rassengers
handled at Ouagadougou airport doubled fron 1970 to 1977.

Upper Volta: Table 3. Selected transport indicaturs, 1970 and 1975 to 1977

1970 1975 1976 . 1977
Railways ' : : |
Freight (thousand tonnes) 332.4 39345 - 521.7 '7511.53/
Airport
Passengers handled (thousand) “ae T4e4 90.4 102.2

Sources: BCEAO, notes d'informatiun et statistiques, No. 262, Jjuim 1978,

a/ Part estimated.



4. Expenditure and the GDP

Pl LS -

There has been a faster growth in total expenditure than total production (10.4
per cent against 7.4 per cent.a year) between 1970 and 1977 and an increasing level of
expenditure has been financed from external resources. In 1970 the gap between;. -
expenditure and production was equal to 7.9 per cent of GDF; in 1977 it reached 19 per
cent. Private consumption. has grown more rapidly than GDF and its share uf total :GDF
reached 97.1 per cent in 1977. Public consumption dropped slightly to 4.1 per cent of
GDP in 1977 compared with 4.3 rer cent in 1970. Capital expenditure has been financed
completely from foreign sources and as the inflow of resources has increased so capital
formatiun has risen to reach a level equal to 17.8 per cent vf GDP in 1977. . Domestioc
savings which amounted in 1970 to a mere 2.2 per cent of GDP became' a negative 1.3 per
cent in 1977. ‘ : '

nger‘Volta= Table 4; Expenditure and the QDP, 1970 and 1975 to 1977 (biliions of-
"~ CPA francs) . : _ A

1970  Pércenﬁage 1975 1976 1977 " Percenfage

Private consumption 83.03 93.5 130.03 140.94 146.40 ‘97,1
Public consumption 3.87 4.3 3.23 3.46 6.26 4.2
Cruss fixed capital ) : :

furmation 8.06 3. 19,70 22. 27 26,77 17.7 .
Changes in stoock 0.91 1.0 2.10 2465  see vl -
Exports less imports of. N o ST

goods and services -7.03 ~Te9 -22.22 -25,98 -28.64 -19.0
GDr at market prioces 88.84 100.0 132.84 143.34 150.79 100.0

Source: National data from Upper Volta.

5e External trade and the balance of payments

Uprer Volta expurts consist of agricultural commodities and livestuck products. -
The most important items are livé animals, cotton, groundnuts and Larité nuts. The
drought years had their own impact on export earnings but the growth of exports was
resumed in 1974, However for the perivd as a whole the gruwth rate of exports in value
was 15.2 per cent a year from CFAF 5.06 billion in 1970 to CRAF 13.6 billion in 1977,
Imports grew much more rapidly partly because of tae important effurt made to increase
investment and partly because uf higher consumer demand. The grovwth rate of imports in
value was 20.8 per cent a year from CFAF- 13.7 billion in 1970 to CFAF 51.4 billion in
1977. There was a trade deficit of CFAT 37.7 billion in 1977 compared to CFPAP 8.6 - -
billivn in 1970.

The volume uf imports has probably risen by about 7 per cent a.year between 1970
and 1977 but exports have grown less rapidly in volume possibly by about 4 per cent a
year. The terms of trade have moved against Upper Volta since 1970 with the index .
probably reaching 87 'in 1977 compared with 100 in 1970,
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Despite the large and growing deficit, the balance uf payments remained in surplus
up to 1974 because of growing foreign aid and remittances from migrant wurkers. In .
1975 there was a gnall deficit of CFAF 2,14 billion and the monetary data suggest that
there was a smaller deficit in 1976 but a substantially larger one in 1977T.. _

Upper Volta: Table 5. Ixternal trade and balance of payments, 1970 and 1975 to 1977
' (billions of CFA francs) ;

1970 1975 - 1976 1977

External‘t:ade
Expouris ‘ ‘5;06 . 9.37 12,69 13.61
Inports _ , . 13,70 32.39 34.42 51.36;
Balance . -8.64 -23.02 =21e73 - '37Qééi"-
Balance uf pa&ments ;/ : .

yL a 2/
Goods &nd services (net) - -10.25 -39,80 -38,5 PP
Private transfers (ne?) ) 644 10.07 T 1040 10,8
Government transfers (net 6.17 20. 77 n B )
Capi tal : 2,11 6. 28; 2.6 5.
Reserves and related items ’ -3.33 2.14 l'?g/ 3.7

Errors and omissions -1.14 0.54 4«

Source: IMF Internatiunal Financial Statistics, v&l; XXX; No. 12, Decem@érilé?]
and voli XXXI, No., 11, November 1978 (balance of payments converted from United States
dollars). ‘

y“‘k-E.-si.t-imétes-‘ --Pr...e.Pa.mr..e_d at .ECA.. P — . - pine - e - b P - . e T P TIN
- b/ Foreign aid-inflows = = 7

T g/ Includes private capital

6. Development aid and external debt.

‘As indicated by national accounts and balance of payments the inflow of foreign
résources to Upper Volta has been on an increasing scale since 1970. The deficit of
goods and services was equal %o 19 per cent of GDP in 1977. External assistance to '
Upper Volta as a percentage uf its GDY is ‘large. External aid as measured by uvfficial
grants and all capital rose from CFAF 8,28 billion in 1970 to CFAF 27.05billion in
1975. Measured from other data the total rose from CFAF 6.34 billion in 1970 te
CFAF 29,12 billiun in 1975 but fell to CFaF 22.6 billion -im 1976 to recover to CFAF -
25.7 billion in 1977. Foreign aid increased considerably:during and immediately after
the drought years. ~ It has stayed at a high level subsequently as Upper Volta is one
of the least developed among the developing countries. The amount of external debt
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incurred has increased considerably growing accurding to one source from CFsF 4.79
billion in 1972 to CFAF 32.53 billivn in 1977, while debt servicing doubled from

CPA® 522 millions in 1972 to CFAF 1,094 millivn in 1977. The World Bank estimated that
the Upper Volta's service payments on external public debt were equal to 3.8 per cent
of earnings un goods and services in 1976.

Te Government revenue and expenditure

Up to 1975 the budget did not increase by more than 10 per cent per year in line
with the ocautious budget policy being followed. However in 1976 budget expenditures
1ncreaSed by 40 2 per cunt, in 1977 by 9.5 per cent and in 1978 by 32.3 per cent
reflecting the new emphasis on much higher capital expenditure. While the budgetary
estimates show an equilibrium, there have been actual budget surpluses created in most
years:s -The net deposits uf the Guvernment in the banking system rusec frum CFAF 3.84
billion-at December 1970 to CFAF 9.29 billion at December 1974 then fell to CRAR 4.92 -
billion in December 1975 to recover to CF4AF 7.74 billion at December 1977. A
particular exception was in 1975 when Government net deposits fell by CFAF 4.37 billion
probably indicating the impact of high supplementary expenditure in the difficult
conditions of 1975.

Frog 1970 to 1977 recurrent revenue grew at an average rate of 13.0 per cent a
year, rgcurrent expenditure by 14.C per cent a year and capital expenditure by 25.5
per cent a year. There was a rise of 23.9 per cent in recurrent expenditure in 1978
and one-of 44.7 per cent for capital expenditure.

ngplte the ;ncreases in expenditure at a rate well abuve the apparent growth of
GDP, total government expenditure in Upper Volta is still swall as a propurtion of
total.QDE-.and in 1977 was only 16 per cent. HoWwever, there . are also substantial
expenditures in the public sector financed by foreign donors which are not included
in table 6. -

Upper Volta: Table 6. Government revenue and expenditure, 1970 and 1975 to 1977
(in billions of CFA francs)

1970 1975 1976 1977 1978
Budget estimates
Recurrent revenue 9. 74 15,06 20.86 22.92 28.30
Other receipts 0.02 nil. 0,26 1.27. 2.30.
Recurrent expenditure 8.44 12.63 16.74 21,15 26,20
Capital expenditure .90 1.30 3.07 3.04 4440
Other expenditure . 0.42 0.83 1.32 nil nil

Source: National data from Upper Volta. IMF, International Financial Statistics
various issues. _ —

3/ The change in Government net deposits in the banking system for the year
concerned.
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8. Money and banking

The dynamic element in money supply growth between 1970 and 1977 has come mainly
from credit tv the private sectur. Claims on the private sector increased from CFAF
5.63 billion at December 1970 to CFAF 45«75 billion at December 1977, a rate uf growth
of 34.9 per cent a year. Net deposits of 4the Government in the banking system were
higher at December 1977 tutalling CTAF 7. 74 billion that at December 1970 when they wWere
CFAF 3.84 billion. Net foreign assets were lower at December 1977 than December 1970 at
CFAF 5.86 billiovn compared with CFaP 9,63 billion., These monetary movements helped to
slow down the rate of expansion in money supply to some extent but money proper ruse by
an average of 19 per ceni a year and including quasi-money the groWwth -rate was 21 per
cent a year.

The gruwth rate vf money proper of 19 per cent a year between 1970 and 1977 hés no
doubt cuntributed to the rise in cunsumer prices estimated according to the official
index at about 7.7 per cent yearly. o ' '

Upper Volta: Tab1e 7. Monetary survey, 1970 and 19?5 t0 1978 (in billions of CFA -

francs)

End ind End End May
- 1970 1975 N 1978 .
Net foreign assets Co 9463 15.91 12,64 586 © 3.73
" Domestic credit ; ' ‘ _ : o
Net claims on Government ~3.84 -4.,92 “=6495 ~Te74  #5.90
Claims on private sectur ' 5.63 21,59 32,41 45.75%  48.12
Money : 9.13 22.50 27.56  30.78 32.74
Quasi-money 0:23 1.82 4.00 4.79 5435
Long-term foreign burruwing 0.89 4,16 4e47 4.99 4.89

Other items (net) 1.18 4.11 2,08 3.32 2.98

Source: IMF, International Financial Statistics, vol. XXX No. 12, December 19"{7,
vol. XXXI No. 11 November 1978, oo

9. Wages and prices

The minimum wage has been adjusfed upwards several times since 1970. The latest
revision was in 1977 with an increase of 6.8 per cent over the level of 1976, the total
increase since 1970 bein; 132 per cent. Hinimum wages have mure than doubled while,
an index for African consumers in the capital city shows a price rise uf 114 per cent
_between 1970 and 1977. - . : '

The cunsumer prices index ruse by 38 per cent between 1970 and 1975, an average of
6.7 per cent a year with virtually all the increases cocurring in 1974 and 1975. In 1975
there was a rise in prices of 18.7 per ocunt and between 1975 and 1977 the average
increase was 10.4 per cent. 4 fall in the index is shown for 1976 but the sharp rise
recurded in 1977 suggests that 1976 produced a freak result. In the first half of 1978
-oonsumer prices fhowed a further significant rise.
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10, Employment and unemployment

" The population is engaged mainly in agricultural pursuits and the number of wage
earners is. small being estimated at about 43,000 in 1977, a rise of 34 per cent over the
level of 32,000 in 1970. However,; rural poverty and a lack of employment opportunities
encourages migrativn to neighoouring coastal states especially the Ivory Coast. Probably
one-8ixth of the adult males work outside Upper Volta and the value.of their remittances
has been estimated ai CPAF 10.8 billion in 1977 as against CFAP 6.4 billion in 1970,

11, Other social sectors

QE) Education. Though the primary school enrolment ratio was low in 1977 at only

"~ 14.0 per cent of the eligible age group, the number of pupils has been growing steadily
at 6.8 per cent per year since 1970, a rate well in excess of the population growth rate.-
There Wwere an estimated 178,500 primary pupils in 1978 compared with 105,700 in 1970.

Over the same period the number of students at seovndary schools has doubled from
10,879 to 20,459 and in higher education has more than trebled from 903 to 3,200. This
substantial expansion in education at all levels led to a large rise in expenditure on
education from CFAF. 1.8 billion in.l970 to CFAF.-4.5-billien -in F99F;-—- - o

(o) Health. What is significant for health services as for education is the relative
improvement,in this case reflected in the growth in the number of doctors and nurses
-compared to population while "the grdéwth in hospital beds has at least kept pace with
population. In 1977 there were 2,500 hospital beds, 117 doctors and 1,412 registered
nurses compared with 1953, 60 and 750 respectively in 1970. The 1977 ratios were hospital
beds: 1 per 2,548 persons, doctors: 1 per 54,460 persons and nurses: 1 per 4,513 persons.
Unfortunately the doctor/population ratio is still extremely low and endemic diseases are
prevalent at a high level leading to a high mertality rate. 4 particular health problem
is the prevalence of the river blindness disease which closes large areas of fertile._land
to human habitation. o |

B. MAJOR PROBLIMS
Upper Volta is vne of the poorest eountries in Africa with an estimated GiP.per head
>f only $US 120 in 1977. There has to date been little -mineral exploitation although
leposits have been proved. High transport costs due to long distances make exploitation =«
meconvmic. Agriculture is subject to the erratic climate which can have a very severe
impact on production in a year of poor rainfall. The low educational level of the past
1as meant that 90 per cent or more of the population is illiterate and as just seen health®
4ervices still need a fundamental improvement. The country is heavily dependent on
<xternal aid to make any impact on the growth rate of the economy. The drought  though
e8s severe in Upper Volta than in other Sahel countries nevertheless inflicted heavy
‘oases uvn the econovmy. The recovery since 1974 has been relatively good but the 1978
».gricultural season in particular was influenced adversely by relatively poor rainfall.
»8 & least-developed,land-locked country Upper Volta seems to be severely constrained in
»ts development efforts. Its absorptive capacity for development is still adversely .
-ffected by a lack of skills in the population at large and a low proportion of resources
~t the disposal uof the Government. ‘ _—
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C. INTERNAL DEVELOPMENT POLICILS

The period 1970-1977 included the 1972-1976 .five year plan. That plan emphasized
agriculture and related activities like the supply of water and irrigation, industry and
the econumic infrastructure. Despite the druught, the total volume of ifivestments planr-
ed appears tv have been carried out. However; the impact uf these investiments on output
doeg not appear %o have materialized to the extent anticipated. A4 new plan  -for '1977-196.
has:been prepared. This plan makes provision fur a total investment of CFaF 208.7 -
billion compared with CFAF 63.2 billion for 1972-=1976. Public sectur investiments in
1977-1981 are:assessed at CFAF 112.2 billion with a further CFAF 96.5 billion in. the
private sectur. The overall total is equal to an average of CFAF 41.7 billion a year
and virtually all will have to be financed externally. The tweo main prlorxty sSettors
are industry.and the infrastructure, the pruporiiun of investments going un: agriculture
has. ‘been reduced to 13.3 per cent. One large project is the Tambav manganese mine which
.xequires direct expenditure vn the mine together with . a railway and, township expenditure
and the total coust is estimated at CFAT 51 billion. . When in operation .the .mine will hav-
a substantial impact on the econvmy and even when.under develuvpment it will. have a
rarticular impact un construction and vther econumic secturs. e

In agriculture a growth raté uf 3.3 per cent a year is planned with-a higher rate
of increase for commercial crups such as sugar cane and cotton. If ihe manganese mine
iz developed in the period the industry gruwth rate will be as high as 12 per oent a
yusr- The rate of investment could reach 25 per cent of GDP in 1981 but this may '
c¢ulminate in widening the trade deficit and necessitate increased foreign aid inflows.

Upper Volta has strong links with its .neighbours, in particular with the Ivory
Coast and the Sahelian countries. [The transport system uf Upper Volta is linked to that
of the Ivury Coast through the ‘Abidjan-Niger railway; Upper Volta supplies migrant worke::
to that country and there are many other fields of econumic cu~dperativm. - Since the on-
set of the ‘drought in the Sahel co-~operation amung the countries concerndd has been .
intensified to promote the development uf water supplies in the region so as -to minimize
e effect of erratic rainfall in the future.

D. PROSPECTS‘FOR.1978 TO 1980 e
Reports refer to’ poor crups in, some reglons in 19?8 and the real gruwth of the
cconomy will be particularly influenced by what is ‘spent on investment. It Beems likely

that real growth in the ecounomy in 1978 will again be fairly small. The plan fur 1977-
1981 calls for a very high level uf 1nvestment, and in partlcular the exploitatlon of ths
Termbao mine could have a particular impact on the economy. With réasonable climatie
conditions in 1979 and 1980 and a high rate uf 1nvestment expendlture these years could
ses GDP growth rates at cons@hnt prlces well above fhe average achleved s0 far thls
decade.
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4.  ECONOMIC AND SUCIAL DEVELOPMENT, 1970-78

1. Introduction

In the first few yoars of this decade cconomic growth was comparatively rapid
with the GDP increasing at constant prices by 5.3 per cent a year between 1970 and
1974. However, the fall in copper prices in 1975 to a particularly low level and
the very 1little mecovery in its price since has led to a period of declining GDP
and in fact estimates suggest that between 1974 and 1977 therc was an average
‘reduction in GDP at constant prices of about 3.8 per cent a yeur. Thus from 1970
‘to 1977 the GDP increased at constant prices at an annual rate of only 1.4 per
~cent a year. In contrast GDP at current factor cost has risen by an average of 26.9

per cent a year, the country having experienced partiocularly rapid inflation eapaecially
since 1973. The impliecit GDP deflator is 25.1 per cent a year for the period 1970
to 1977 and this compares with an annual average yearly increase in consumer prices
of 32.4 per cent.

The rise in consumer prices between 1973 and 1977 has averaged 50 per cént a
year and over the same period the increase in money proper has been 29,2 per cent
a year, Thus the iacrease in money supply has reinforced inflationary pressures
but the much higher rate of inercase in consumer prices also suggests that the local
currency became sharply over—valued.

In 1976 Zaire negotiated the rescheduling of its foreign debt and devalued
its currency from 1 Zaire equals 2 US dollars to 0.86 Zaire to 1¢US dollar. In 1977
and again in 1978 *he brief rebellions in the copper mining province of Shaba
further worsened the country's sconomic situstion but with international help Zaire
drew up a resovery programme wWhich included strict publlc spending 2nd import
controls,

The strict import controls have improved the externzl trade position to the
extent that there was a trade surplus of 324.2 million Zaires in 1977 vwhereas
in 1975 there had been a defieit of Z.20 million 2nd a smaller surplus of Z.200.7
million was recorded in 1976. The devaluation of the national currency contributed
to the larger trade surplus in 1977 but high coffee prices also helped materially,

For 1978 data are scarce but the trade surplus in the first quarter of the
year was Z.50.8 million, consumer prices rose by 23.6 per cent between December 1977
and June 1978 and the country's international reserves rose by $US 32,2 million from
the end of 1977 +to September 1978. In terms of net foreign assets of the banking
system there appears to have been some reduction in the size of the negative balance,
However, despite some improvement in particular fields the result for the year as
a whole must be a further reduction in the GDP in real terms due to the loss of
copper productiion in the months of and following the insurgency.

2. GIP by industrial origin

Despite the uncertainty of the figures shown in table 1 it is obvious that
measured at current prices some very large changes have occurred in the distribuiion
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of Zaire's GDP between 1970 and 1977. The most important is that the share of mining
in the total has fallen from 19.8 per cent to only 3.4 per cent due to the decline

in the profltabil:ty of copper mlninp in the wake of the {211 in copper prices on
warld markets and increaceld © CpILinsulude  Ike shaie of whrlesale and retail
trade in total GDP has almost quadrupled from 5.7 to 19.8 per cent and for the trans-—
port sector there has been a decline from 10,4 to 5.4 per cent. Other services in-
creased tneir share of GDP from 27.9 to 36.6 per cent over this period. The value
added by the agriculiural sector was 21.7 per ceant of total GDP in 1977 compared

with 21.3 per cent in 1970.

For manufacturlng its share of GDP was 6.5 per cent in 1977 a reduction from
t:e 7.6 per cent in 1970. There has pr\baolJ been little growth in this sector
measured at constant prices between 1970 and 1677 due to the effects of the
Zo Lrinisation pol*cy and a shoruage of raw materials both imported and lscally
olcduceda

Zair Table 1.  GDP by éourcg, 1970 and 1975 ﬁg_i?jlh(*i“ijﬁ:; . ?:1res}
e l ’1 \. r‘"\j“'_:‘»;" "'l - R Par“ ;“_!_ SLERSLLLEL LY PQ\I\'— *-t \:L‘_-
At ou 1renggpric¢s e 1970{0. qenua"@ 915‘ ;n19f6 1977 centage,‘ T

- — - “.‘w—-,;— nsrn " > ) e

BN R AT T TS 5 W S S I T TR T PETUR D2 AT

ﬁgriculture? forestry,

{ishing 155.4 21.3 344.7 659.4  540.0 21.7
Mining . s ‘ ‘ 144.2 ~ _16.6 130,.7. 145i4..:132.5 ... 3.4
Lwtlfacuurlng o 5 5 7.6 88,0 191.1  249.1: 6.5
Alecivinity etc. 8.6 1.2 10.2 11,6 15.5 0.4
Consivuction- - - - SRR VA 6.1 017 157,00 241.0 6.2
Wiolesale and retail trade 41 .6 5.7 255.7 - 491.0  763.0 19.8
Transport and communications TS5 1044 81.5 139,0. 207.0. .. .5.4-
Services - 2033 27.0 93.5 893.0 1 414.8 36.6
Teal QDD at fagtor comt Taklg AN PRIA N D 603,53

8€2.9  100.0

Scuncd: ECA estimates.

3. Selected economic sectors

(a) _griculture, forestry and fishing, Zalre has substantial agrioultural
rezources measured in terms of both culiivable land and fonest areas. The rainfall
is generally abundant and a wide range of planis can be grovn. Moreover 47 per

cent of Africa's forest resources are o be found in Zaire, Agriculture occupies
exomd TO per cent of the population and has izaditicnally plaved a large role in
the economy. However since the 1960's there has been u steep decline in agricul ture,
. narked by a sharp fall in productica for expert while large“parts of the economy
nave reverted to s.osistence production and one result Is that some food shortages
haove deVeloped in tha cities, in particular Kjaahasa. Accoralng to the FAO the ©
average anhual rate of growth of agriculf ‘tural prndhctJon hae been only 1.3 per ce1+
hetween 1970 and 1977 and population grovih ig v timated at 3 per cent ﬁ
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Foar so agricultural output and also food output per head has declined. It is ‘
estimated that the volume of agricul tural exports has fallen by 5.7 per cent a year -
since 1970. Palm o0il exports have fallen drastically and cotton production has fallen
t7 the point that local texiilcs fastsrise had diffisulties over their raw material
supplies and have cut back on production. The food deficit is a serious aspect of
the agricul tural situation: it is reported that in 1977 imporis of maize and wheat
totalied nearly 300,000 tonnes and the prospects for 1978 were for a figure of

nearly 400,000 tonnes, almost double the imports for 1975. The authorities have
taken stock of the situation and in the recovery programme outlined in November 1977,
agricul ture has been given a high priority alongside transport and mining., The
deterioration of the road transport system has had an important influence on the
decline in marketed agricultural output and needs to be restored to meke it onde
again possible to move supplies more readily to and from tke markets. :

Zaire: Table 2, Oufput of major agricultural products, 1970 and 1974 to 1976
{ thousand of tomnes)

1970 1974 1975 - 7 1976
Ceffec 72,2 771 82.5 91.7
Seed cotton 52.0 58.3 54 .1 5t.4
Palm clusters 1 324.7 a/ 1 174.5 11555 1 134.2
Creoundnuts 180.0 303.5 318.0 329.3
Maice 375.0 476.8 506.4 513.5
“ico paddy 188.0 201.3 207.% 212.3
Jaszava 10 000,0 11 447.3 11 844.1 12 229.6
Other roots and tubers 537.4 a/ 569.4 579.9 593.9
Sugar cane 699.9 a/ 816.4 813.0 833.8
Bananas -1 592.8 a/ 1 655.9 1 697.4 1 741.6
Pineapples 321.5 a/ 352.8 - 363.3 370.0
Diibbe.o . 40.4 & 30.9 N 31.9
Logs 149.0 &/ - i6.0 158.5 162.2

»*

Sourve: Copariement du Plan, Republiw . du Zaire, 1970 figures from other
sQurces,

a/ 1972.

Fishing is important in Zaire and the targets in various development plans
red been for a substantial increase in the catch from the level of about 130,000
tonnes a year recorded in the early years of this decade. :

(1) Mining, Mining was an important sector in the Zaire economy when copper:
produc?ion-was profitable as in the years to 1974. I% still plays a dominant role
in the country's exrort trade. Mining production is very diversified, including
copper, cobalt, zinc, diamonds, tin, manganese, gold, silver and since 1975 crudse
petrplanm. The most important products are copper, cobalt and diamonds. ' In the
early montl. of 1974 copper prices were high and the industry was paxticularly
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profitable but there was a very sharp fall in prices from late 1974 and the average
for 1975 was only 60 per cent of the 1974 level. Since 1975 there has been very

" 1ittle inorease in prices while costs have continued to rise. In September 1975

the 'Lobito railway through Angola was closed and the subsequent closure of the
Zambian/Rhodesia border forced Zaire to use the ports of Durban and East London in
South Africa meaning that the eopper 1ndustry ‘had to 1ncur higher transport costs

on its exports., The fall in copper prices caused the large project being developed
at Tenke~Fungurume tc be put into moth«balls until" such time as market qonditions
make it ecoromic to continue the venture., As shown in table 3 copper production
recovered to some extent in 1977 from the depressed 1976 level but in June 1978

the Shaba crisis forced mining production to come to & halt for a time. The situation
.now appears to be returning to normal and the prospects for an early reopening of

the Dilolo-Lobito railway are also good. For the future the impact of investment
programme carried out by the main mining company, Gecamines, could lead to a rise

in output capacity to nearly 600,000 tonnes a year but exploltatlon of this increased
capacity will depend on market condltlons.

gaire: Table 3. Mineral production, 1970 and 1975 to 1977

1970 1975 1976 1977
Copper (thousand tonnes) 387.0 495.9 - 443.9 480.7
Cobalt (thousand tonnes) 14.0 13.4 10.7 eee
Diamonds {thousand carats) 12 408 12 810 11 821 11 500
Zinc concentrate {thousand tonnes)  185.2 -141.6 125.5 . ‘eee
Manganese ore {‘thousand tonnes) 347.0 308.5 182.2 cae
Gold (kg) 5505 3 247 2 686
Silver ?tonnes) 46,0 T1.3 76.9 .ee
Cassiterite (tonnes) 8 932 6 386 5 318 vee
Crude petroleum (thousand barrels) nil 25.5 . 9 075.1 9 100

Source: National data - from Zaire up to 1976.
For 1977 press reports including those in the Marches Tropicaux et
Mediterrensens,

Despite the substantial development of the mining industry to date the

. considerable resources of Zaire have not been fully explored. Apart from the rich
copper deposits at Teénke-Fungurume whose exp101tation has been suspended and where
there are reserves of 50 million tonnes of 5 per cent copper and 0.4 per cent oobalt,
rich iron ore deposits have been discovered in Haut-Zaire, . In other regions there
are indications of gold, monagite and diamond, while bauxite reserves of 65 million
tonnes have been found in Bas-Zaire, Once the copper market recovers and all
transport links are reopened, the mining industry can expect a period of profltable
exploitation.
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Crude petroleum production started at the end of 1975 and output has been .
around 9,100,000 barrels in 1976 and 1977. o " -

’ . . _"M, ‘ .1‘?'7

(¢) Energy. FEnergy needs are covered by imported oil, hydro~electric produotion.

and fuel wood. Zaire produces crude petroleum but its refinery canno} process the
0il and relies instead on imported feedstooks. The hydro-electric resources are F
considerable and output has been raised periodically over a long period. At
present Inga II is under construction and the low-cost energy expected to become
available will provide & basis for a number of high-energy using projects,
Electricity production has increased from 1970 to 1976 in line with the requirements
of the economy growing from 3,230 to 4,015 million kWh or by 3.7 per cent a year.
The growth rate was not high but was related to a high level of electricity
production at the stari of the period. The energy production potential of the
country has greatly improved with the development of the Inga project and at the
end of March 1977, Zaire had an installed capacity of more than a million kilowatts
compared with 809,400 kilowatts in 1970. ‘In April 1978 three further generators L
With a capacity of 477 MW were installed at Inga. - However, ¢hergy from these =
generators will not be used until a 1,820 km electric power line between Inga and

Kolwezi is completed and in operation some-time -nfter 1980, . - < i- Sk
(a) Wanufacturing,”” There is a fairly wide range of products but the sector

as a whole produced only 6.5 per cent of the GDP"in 1977 and it seems that output . . _

bas grown little in real terms sinee 1970, Some production figures are given in

table 4. ’ ) o ‘ ‘ .

Zaire: Table 4. Output of seiected_mahufactured.pfodu9?§!;1QTQH§nd 1975 toi19fff:x

- .
v
o :

11975 1976 1971 L L
Sugar ( thousand tonnes) 42.7 tadd T 43 F 53.0 - .
Cigarettes (billion units) 4.4 3.9 3,2 2.9
Beer (million hl) oo S 3.3 4.8 4.6 4.2 -
Grey cloth (million m“) C67.8 L. 78.4 71.9 L
Printed fabrics (" ) 52,0 a/ ‘oo 73.6 69.3 )
Shoes {million pairs) _ 6.0 . el 5.1
Tyres (tonnes) " © 7 T47 b ces 3 394 3 700
Cement (thousand ‘dnnes) DY V- 770 534 489
B P o T e e - "
Source: Based on national-data from Zaire. L

FAREGE ;
ot o T
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There are strong linkages of manufacturing industry with agriculture and nining
as products from these two latter sectors are processed in manufacturing entexprises,
Thus the relatively podr“performanosaofmcohmercial~égri¢ulturﬁlﬁqgtbut‘and mining--
in recent years has had its own impact on manufacturing. Apart ‘from fheéé'fnfluenoes,
the sector has also been affected by the large scale programme of Zairinisation in
1974/1975. . Because of the shortage of gualified personnei -to-rurm the factories, the
programme resulted in production losses which had the result of enecouraging the
Government to offer back 60 per cent of the concerns taken over to ‘the former owners,
Another problem adversely affecting manufacturing was the ‘widespread shortage of
materials and spare parts, : . . : : '

For 1976 and 1977 there has been some recovery in output from this sector and
it is reported that turnover of the major 120 firms had risen. Compared with '
1970, output of cigarettes was lower in 1977, that of beéer was 27 per cent higher
and sugar production had grown by 24 per cent but was still short of domestic '
demand, Production of printed oloth was 33 per cent more in 1977 than in 1971,
Another important product-cemént shows a reduction from its high point in output
reached in 1975 and in 1977 489,000 tonnes were produced compared with 426, 000
tonnes in 1970. Palm oil production was 210,000 tonnes “in 1970 but appears to-
have fallen very.significantlynsinoeuthen. e s el - o

Among projects under development is a new brewery whach will produce 500,000
hl of beer from 1979 onwards and a number of sugar factories to increase output by

125,000 tonnes a year. -

(e) [ransport services. Recent data are limited Lot what are available show
that river traffic fell in the years to 1976 while ratlway traffic-was—dn-a‘declining
trend up to 1973. The disruptions to rail -traffic because of the clowure of the
Dilolo-Lobito railway running through Angola in 1975 wers subsequently made good
by increasing use of other but more expensive outlets to-.the coast. The possible
reopening of this railway to Lobito would have a-beneficial impact on the export
and import trade., The renovation of the road system would also help speed up the

economic recovery of the country.

Alr traffic has grown significantly since 1970 and statistics show a 51.3 per
cent increase in the number of passengers handled by 1976. :

An impoftant project in the iransport sector -is—-the proposed Kinshasa-~Ilebo
railway. This project has not yet been started but when completed it will enable
traffic to be. carried by.rail frem the -mineral rich Shaba preovince to Matadi at
the coast,

4. Expenditure and the GDP
Investment expenditure has been comparatively high this decade and capital

formatién plus thé incTeasé in stocks made up 25.6 per cent of GDP in 1970 and 23.5
per cent in the three years 1975 to 1977. Hb#ever in 1977 the proportion had fallen
to 18.6 per cent because of the effect that the cconomic difficulties were having .
on investment and the curtailment of the large new gopper mining venture. -

Private consumption expenditureé was equél to 45,5 per cent of GDP in 1970 but.
had risen to 66.6 per cent in 1977 because of the high rate of inflation in the period
since 1973. Public consumption expenditure fell over this period from 27.4 to 20.9.
per cent of GIP. ‘ -

Domestic savings have fallen as a propéftion of GDP from 27.1 per cent.in 1970
to 12.5 per cent in 1977. 1In this later year they were able-to -finance only- two=-
thirds of total investment expenditure, the balance being provided. from external
sources, N o o .
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. Zalre: Table 5. Expenditure and the QDP, 1970 _and 1975 to 1977

(millions of Zaires) :

L

o Per— o T Per—
At current prices, 1970 centage 1975 . 1976 1977 - centage
Private consumption 432.7 45.5 1 102.0 1 798.9 2 829.5 66.6 -
Public consumption 260.9 27.4  437.6  528.9 888.0 20.9
Grosa fixed oapital for- : o _
mation : B 202,1 °  21.2 " 547.5 . 650.3° 688.2 = 16.2
Change in stocks 42.2 - 4.4 65.3 ©  89.8 100.6 2.4
Exports less imports of : ' o ' '
goads and services 14.4 1.5 ~223.0° -160.5  -259.2 6.1

GDP at market prices 952.1  100.0 1 929.4 2 907.4 4 247.1 100.0
Source: ECA estimates.

5, BExternal trade and balanee of payments

There is some confliet between the figures quoted by variocus sources but
on the basis of the data presented in table 6, exports increased in total value
more than imports betwesn 1970 and 1977 so that in 1977 there was a much greater
trade surplus., However, the main reason for the relatively low figure of imports
in 1977 was the strict import controls in operation which naturally had a strong
adverse influence on the level of economic activity by the country as a whole,

Zaire: Table 6 Extermal trade and balance of payﬁent, 1970 and 1975 to 1977
{ millicons of Zaires): ‘ ,

1970 1975 1976 . 1977
External trade
Exports - 397.9 413.4 © 7473 846.9
Imports 267.8 452.4 546,6 h22.7
Balance : | 130.1 ~39.0 C200.7 324.2
Balance of payﬁents L
Goods and sérvices (net) -21.7 ~326.8
Private transfers (net) : ~38.7 -31.4 .
Public transfers (net - ' 28.5 . 58,4 .-
Capital . : 18,6 - 211.4
Reserves and related items 14.2 114
Errors and omissiong . -0.9 17.0

"Sourcé: IMF, International Finanoial Statistics Vol. XXX No. 12 Dec. 1977
vol. XXXI No. 11 Nov. 1978 (Balance of payments converted from US dollars).




-Thewe Jad heen a partioularly poor externil trzde rosult in 1975 with exports
earning less than the oost of imports so that there was 2 trade deficit of Z. 39 .
million. -- The strong advance in export earnings in 1976 was due to the devaliiatioh
of the ourrency, the sharp rise in coffee prices and the first full year of production
of crude petroleum. There was a futher increase in export earnings -in 1977 with much. ’
of it due to the continued advance in coffee prices. It seems that expor¥ volume hag
risen singe 1970 despite a fall in the agrlcultural exports guch as palm oil, Copper
exports,iﬁ}f977 Wwere 9 per cent higher than in 1970 and coffee exports were 18 per
cent more. The new volume exports of crude petroleum would more than have compensated
for the fall in other product exports. Such orude petroleum exporits were more than
1 million tonnes in 1977 probably valued at about Z. 90 million. However, it would .
appear that the average increase in the volume of exports from 1970 to 1977 was probably
in the region of 2 per ¢ent a year. For 1mports there would have been a fall in the
volume of about 2 to 3 per cent 2 year. .

The balance of payments recorded & large deficit in 1975 despite a: very lddrge ..
capital inflow. For 1976 the situation appears ‘to have been of approximate balance --.
but in 1977 there was a substantial increase in Zaire's international reserves. In
both 1976 and 1977 the net deficit on goods and services account would have been much
reduced from the high figure of minus 326.8 million Zaires recorded in 1975.

s -
Prie.

8¢ Development and external debt

There is 1ittle 1nformatlon<nxzmternal ald but the balance of payments figures, -
for 1975 in. table 6 show that receipts of Government transfers and the capital in- N
flow were both substantial in that yesr. Data for 1976 and 1977 are not yet. avallable ..
but while the net capital inflow was probably reduced in those years, receipts of
Government transfers could have increased. .

The public aector external debt is reported to be 1.8 billion Zires at the end
of 1976 including sums not dlsbursed, there was 2 very fast growth in the level of.
this debt since 1972. }

As. long as export prices for copper and other md jor export commodities were high,
reimbursement of debt up to 1974 WaB, not = problem for Zaire. However, the very low
export earnings in 1975 precipitated the foreign exchange crisis and a wide~ranging
debt rescheduling was negotiated with the creditor countries in 1976 and as a result,
a grace period of three years was granted on 85 per cent of the debt service charges
outstandlng as at June 1976 along with debt repayment for the second hzlf of 1976
and the whole of 197? However it was. 3150 ageed that the rescheduled debt would be
repaid over a sevenﬁyear perlod :

7. Government revenue and_expendi ture

The continuous rise in net claims of the banking system on the Government 'sincé
1973 reflects the deficit financing policy in operation. Between December 1973
and 1977 these net claims on the Covernment rose from Z. 185.6 million to Z. 1,147, 2
million. There were particularly large increases in 1976 and 1977 of Z. 3179.4
million and Z. 341.0 million respectively. However, the monetary statistics from =
December 1977 to lay 1978 suggest that the rate of net borrowing by the state from the
banking system has decreased to some extent.
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Zaire:s [Table 7. Gove ent revenue and egpenditure, 1 and 1914 to 1976
,1;11: ns o ires) : :

1970 1974. . 1975 - 1976
Revenue 321.3 . 538.6 . . 431.9 507.7
Foreign grants 27.8 . 53.9 . -55.4 - ris
Recurrent expenditure 281.4 . 688.4. . 588.0 625.6
Capital expenditure 84.1 8/  230.8 3/ - 152.5 " 181.4 of
QOverall balance -1€.4 ~326.7 ‘ -223.2 oo
Financed by e o B o |
Domes tic sources I 12,6 . 211.0 118.4 : ‘379.43/ -

Foreign sources 3.8 115.7 1104.8. - _ wes

Source: IMF, International Financial Statistics vol., XXX No. 12 Dec. 19773 .
vols XXX1 No. 11 November 1978. Also data from national publivations and press reports.

. g/ Includes other items of expsnditure and extra~budgetary operations
in."1976. ' o '

Q/ Increase in net alatms on Government by banking sector.
No detailed figures are available for 19?7 but ghe budget projected an overall
defieit of Z. 293.1 million with public debt servicing taking Z. 249 million. As

shown above the increase in net claims on the Government in 1977 was Z. 341 million
80 the projected deficit was actually surpassed. :

8. Money and banking

The growth of money supply has been very fast this decade and by December 1977
money proper had grown on average, by 28,1 per cent a year since 1970 and including
quagsi~-money the growth rate was 29.2 per cent. Over the period net foreign assets de-
olined from Z. 109.5 million to ~6Q.5 million Zaires and the main instigator of the
increase in money was the very large rise in domestic credit both to the Goverpmemt
and to the private sector. With a high rate of expansion of the money supply, there
has been a particularly rapid rise in oconsumer prices.

The high rate of inflation has had its own impact on the domestic currency and blaek
market .activities . have. beconme very common with other currencies being used in
transactions. In 1976 the local currency was devalued and towards the end of 1978 a
further devaluation was made this time of 10 per cent compared with the earlier.
devaluation of more than 70 per cent. However, the large discrepancy between the
offioial parity of the Zaire and its rate of exchange on parallel markets is a con—
tinuing major problem, '

In 1978 figures for the first five months show some improvement in the level of
net foreign assets and a lower level of credit expansion especially in the private
sector. The expansion in money and quasi-money in this period was reduced to 9.3
per cent,
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Zaire: Table 8, Monétary survey, 1970 and 1975 to 1978 (millions af Zaires)

End End - . Bad & .Esd | - May

1970. - 1975 -4*119?6 1977 - 1978 -

Net foreigu assets ©109.53 . -50.6 .  -50.7 -63.53 ~51..6

Domestic credit , o L ‘

Net claims on Government 99.31 426.8° = 806.2 1 147.2 - 1 257.1 é
Other public sector oo 35.8 28.8 29.3 20.3 f
“Claims on private sector 42,68 © 283.1 356.2 507.1 ° . 539.5 E
Money -186.47 463.0 680.0 1 058.8 1174.1 :
Quasi-money _ 21.53 - - 89.1 99.2 - 181.7 182.1

Import prepayments 9.95 41.4 103.7 313.5 296.1-

Other items (net) : 34.34 102.3 258.0 . 69.7 113.6

Source:  IMF, Internatlonal Flnancmal Statistics Vol. XXX No. 12 Dec. 19773
vole XXXI No. 11 Nov. 1978. .

9. Wages and salaries

No information on wages and galaries 13 available since 1974, but the high level
of inflation has had a particular impact on fixed income earners. Consumer prices
have risen rapidly especially from 1974 oqwdrds. Between 1970 and 1973 this rate
of inflation averaged 12.3 per cent a year but then it accelerated to 27.4 per cent
in 1974, 30.7 per cent in 1975 and to the.particularly high level of 85,1 per cent
in 1976. In 1977 the rate was still extremely high at 63.3 per cent and the increase .
between December 1677 and June 1978 was 23 6 per cent.

10. Imployment and unemploymedt

Data are not available on recent trends in employment. The labour force is
growing in line with the total population but with the decline in ‘the GDP in recent
years the urban population is experiencing growing unemployment. This has probably
had the effect aling with falling real incomes of reducing the aiiraciions of urban
life leading to some dampening down of migrayion to the urban areas.

11. Uther social sectors

(2) Bducation. In 1975/76 there were 3,529,710 pupils in primary schools,
506,848 in secondary schools and 25,391 students at the national university. In-
rolments are still increasing at all levels of education although progress 1s now
slower for primary education than at the higher levels. The primary enrolment rate
in 1975/76 was about 66 per cent of the eligible age group but it varies qulte widely
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between provinces. The present.growth rate in primary school enroimenté 6f about 3

per cent a.year is only maintaining theﬂ1975/76 enrolment rate. In contrast the increase
in secondary enrolments of some 40,000 pupils a year has raised the proportion of the
children in the age group concerned substantially since 1970. The expansion of

secondary education has been particularly impressive in Kivu, Shaba and Kasai Oriental
provinces. Admissions to the first year of secondary education related to the persons

in the last year of primary school are particularly high in Kinshasa, Bas-Zaire, ' t
quator and Shamba provinces but low in Xiwu, Eastern Kasal and Baut-Zaire,:

(b). Health., 1In 1976, there were 1,263 doctors, about half being fofeign.hatiqﬁéls
and the doctor?population ratio was about one for every 20,000 persons, a low ratiq;_

. but showing an improvement on earlier years. There were also 2,400 qualified nurses. .,

and 15,000 hospital auxiliaries. The number of hospital beds has not changed in many
ears and includes 439 in hospitals a ' ad
jears & giSPensariegsénagclinics?l . _é sgf# and:a substantial number of additional
The present health problems continue to include endemic diseases while the
rural areas are stlll poorly served compared to- the main urban areas where the health
facilities are concentrated. : S N o

B. MAJOR PROBL#S

The present diffioulties stem to.a large extent from the continuing poor price
of copper on world markets. Low export earnings and high transportation costs have
led to a cut~back on imports to contain the balance of paymenis. A4 low volume of
imports is inhibiting progress in the economy at large. ' '

Inflation is still high ih Zaire although figures for 1978 show a substantial
reduction from the particularly high léevel reeprded in 1976, . The money supply growth .
rate is also more under control but: the. Government budget is still depending to 2
considerable extent on credit from the domestic banking system. There are substantial
external loans that will need to start to be repaid in two years tilme despite the
debt rescheduling exercise of 1976. ' - o Co T

. Other problem areas includeé the decline of agriculture and the deterioration
of the internal transport system. The developments in neighbouring countries since ™
1975 severely restricted 7aire's export outlets. Deficit financing has helped fuel
jnflation and the movement away from the local currency is reflected in the level
of black market transactions taking place. ' o o ' -

The brief rebellions in the Shaba province in 1977 and then again in 1978 in-
terrupted production and caused much anxiety scarce resources had to be diverted to
sesurity purposes which retarded the country's attempts at economic Trecovery.

Zaire -is still in a difficult situation and a ‘shortage of skilled minpower in: L
many directions is having its own impact. Ohortages of materigls for industry and. -
of food in the cities are outward reflections of the difficul ties facing the economy.
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C. INTERNAL DEVELOPMENT POLICIES

At the beginning of this deeade, the Covernment launched several ambitlous
projeets, These projects were justified .on.the hypothesis of inoreasing copper
revenues being available, In 1973 a programme o take over control of forelgn
businesses was started which was extended to many of the larger enterprises. Zaire
citizens also began to replace foreigh nationals in management and other fields.
After a period of diffieult transition this Zairinisation policy was revised. The
new policy included measures to retyrn 60 per cent of the capital to the former
owners. Foreign participation in economic development is being encouraged by a
» geries of measures including the lifting of restriotions on profit and capital
'repatriation. A current requirement is that all industries-including those which

are State-owned will have to operate on the basis of economic viability.

In the programme announced in 1977 great emphasis was laid on the development
of transport, agricultyre and mining and on an improvement of the efficleney of
public management and administration, Farmers are being engouraged to inorease
produstion of both food and export orops, Mining reorganisation is intended to in-
sroase productivity and profitability, An impgetant feature of the programme is re—
gional decentralisation, It is hoped to siimulate competition by relaxing foreign
exchange restristions, To engure betier management the Government is making certain
poliocy changes and is taking a tighter control of public expenditure. Crediy policles
are also aimed at more effective control, - o

In 1978 further steps have bean taken to assist economic recovery with
assistance being given by the main aid donors and international organisations. in
November 1978 an international conference was held between Zaire and its main economic
partners to disouss measures needed to speed resovery,

D. PBOSPECTS FOR 1978 to 1980

For 1978 itself the possible outcome is for a further reduction in GDP, Copper
output has suffered from the insurgenoy in Shaba in June. However indications are
that the policy of monetary and fiscal restraint is having its impact especially
on the level of inflation while the strict import controls are enabling. the balance
of payments deficit to be containedy in fact internatiohal reserves increased in
1978. Throughout 1978 copper prices made a small but continuous recovery and with
a reduction in the stocks overhanging the market the prospects for a further, possibly
substantial, rise in copper prices séem favourable. With a restoration of real pro-
fitsbildty in the copper mining industry at some stage in 1979 and more transport
links available for exports as seems likely, the economic situation should be a lot
easier. Any easing of import controls would of course, improve the prospects in
manufaocturing industry and commerce in particular. Thus the recovery of the Zaire
economy should start to show results in 1979 and continue into 1980.



- 406 -

ZAMBIA
A.  ECONOMIC AND SOCIAL .DEVELOPMENTS,1970-1978 e T -

o -

The Zambian eognomy greW by 2.5 per cent a:year between »970 and '1977; waich is less
than the growth rate of the population.. The peasons for this poer performance “include
a depressed, worl@,market.for,cop@er,ﬁordmost:of:theugeriod,#diffiéultiés over the ‘external
transport links and balance of. payments problemge:.i. ..ii =~ ¢ wSITIE, L0 oncov v

. : ) . B P s S I S - o :

Up .to. 1974 the growth rate of, GDP this decade ‘had been '5.4 per cent a’year at
constant prices but in the last threa-years growth has been ftegative. "The world récession
bad a crucial impact on-the demand for copyper. in :the years. 1975 46 1977 amt even in 1978 .
demand was still wvery flat. . - -. FE T ST S e

ve - . i »

Excluding ‘the mining sector, 'GDP has ‘increased p& abdﬁi'i;ﬁ_pqi cent & .year.from -

1970 to 19745 "in agriculture ‘the rate uf growth Was 2,8 per. cent, in manufacturing: 3.2
per cent and in services 3.1 per'‘cent a ybar. The¥e was a particularly high pise. in. the
prodtictivh of ‘electricity as new penerating sthtions ‘came into service at Kafue and the
north: bank ‘of Kaniba. - 7 ¢ FEooe e U e e

cee -t

% Substantial borrowing from abroad tugether with deficit finaﬁcing_since,l974_hasaled
t6 a sharp increast in the level of" the public¢ debt and high ratea of inflationj although
import and exchange controls hawve been used to restrict imports in face uf the low export
proceeds, the balance-of-payments. position continued- to be tighti At the end of 1977
Zambia's pet foreign assets Were ~142 million Kwacha and IMF assistance was sought in
1978 to try.to redress the difficult situation faced by the: country. - -

. S o . : . :

The action taken by the central Guvermment in 1978 includes a tight programme of .

expenditure while the Central Bank tuok measures to restrict credits It is houped that”
as a result of the measures taken_inflatiuna:y pressures Will be reduced..

Figures for thé first ﬁewfmonthS'ufiié?stugéést‘fhét eipurts‘cbuld.beréomewhét iéss
than in l977'but'thatlimportsfﬁill'bé'hjgﬁeg fb; the year as a whole. S .

The outlook for the econumy in 1979 is for a continuation of the difficult. conditions
prevailing in 1578,  While the copper market was showing some signs.of improvemen® in
1978 as ‘this survey was being preparéd, it is still too early to expgot.the restoratian
of & price level which will make the Zambian copper industry profitable again angd; belp to .
remove the 00n§ﬁraintsth the economy caused by’ inadequate foreign exchange earnings.

L . -

2.  QDE by industrial origin o -
The data given in.table-i cover the years 1970, 1975, 1976 and 1977. Taey thus
exclude 1974 which was the last good year as regards the price uf copper. In 1974 mining
accounted for 32.4 per cent of the GDP and mineral revenues provided 39 per cent of

government current revenue.

Comparing 1970 and 1977 the table shows that at current prices the comtribution of
mining to GDP has fallen from 36.3 to only 12.6 per cent; for agriculture,_forestry and
fishing it has risen from 10,7 to 13.6 per cent and for manufacturing the rise is from
10.2 to 17.9 per cent. Thus the relative share of total GD¥ of these three ma jor
commodity producing sectors has declined from 57.2 to 44.1 per cent.
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The decline in the contributiun of the commodity producing sectors has been
accumpanied by -an-increase.in..the shara-6f.wholésale afd.retail trade, transport and
communications and especially other services, the rise for the latter being from 18.9
10 27+8 per. Comtamimvimiin e e e o

Zambia: Table 1.  GDP by source, 1970 and 1975~1977 (in millions of kwacha)_

At current prices . _ 1970 1975 1976 977
Agriculture, forestry, fishing 136.1 196.5 256.5 260.3
Mining - ‘ o ) 460.3 208.6 335.2 241.5
Manufacturing K . T 129.2 276.4  305.3 344.0
Electricity etc. " . 15.5 36.0 39.0 38.0
Construction R L 90.3 150.8 181,2 154.,0
Wholesale-and retail-trade.al ... ... ... .-133.6  213.5 2225  263.0
Transport and communications : 48.8 86.8 95.5 92.0
Services T e 239.3 418.2 477.6 ~ 534.5
" Import duties less banking charges 15.4 26.0 3.4 ~65.0

GDP at pruducers' values : 1 268.5 1 612.8 1 916.2 1 921.)3

At constant (1965) prices

Agriculture, furestry, fiehing. N _ 113.5 128.5 135.9 137.0
Industry-wanufacturing. o IR _ 82.1 112.5 107.9 102.0
~ Mining - - T 212.2 204.5 227.6 . 207.0
- Other S e 677 119.2 126.6 109.9
Services : . . .0 i . oo .ot 323.3 421.6 416.8 41%5.0
Import duties less banking charges o 16.3 11.6 4.6 3.9
GDP at 1965 producers! values _ 818.1 997.9 1 019.4 978.8
Lo AP .

v Y, i . -

Sgurce: Rebubiié of'ﬁaﬁbia; Central Stétiﬁtical'Office,.Eggthly Digest of
Statistics, vol. XIV, Nos. 3 to 6, March/June 1978 (Government Frinter, Lusaka, July 1976;.

a/ Includes hotels and restaurants.

3. Selected econcmic sectors

(g) Agrioul ture, forestry and fishing. This sector still provides the livelihood of
the majority of Zambia's people and while its -growth rate since 1970 has been only
moderate, there is growing evidence of a much wider range of crops being produced in
larger quantities while livestock slaughterings now no longer include imported animals.

" Unfortunately, figures for marketed productiun year by year show sharp fluctions
due partly to climatic conditiuns and partly to changing attitudes of poasant
producers to the level uvf producer prices.

Information on the marketed level of seleoted items is given in table 2.



Zosbiat Table 2. Commercial agricultural production, 1970 and 1975 to 1977

AT e WAV Y

Ttem Unit 1970 1975 1976 . 1977

Uaize nf -~ (7000 tonnes) . - 133,3 . 5595 ~ . T750.0 696.5
Sunflower c~2d g/ oo - 8.2 16.0 ©13.3
Shelled grownduats a/ . . . " -.." . . 3.7 6.5 9¢5 7.5
Seed cotton a/ oo L 5.4 2.6 3.9 8.9
Sugar cane 37( - w0 321,6 ... 76B.2 779.6 691.4
Tobaceo 2/ W 52 7.0 645 5.9
Milk delivered , E'ooo litres) 1 445.3 1 197.3 1 109,5 1 105.8
Cattle slaughtereé/p/ 1000} 68.4 Tl 7 T7+6 -
Pigs slaughtered b : %fOOO) 29.7 5545 50,2 -
Poultry production - ('000) 4 968 13 301 15 641 14 156

Source: Republic of Zambia, Agricultural Statistics Sectibn of Ministry of
Agicoadture. :

gj Deliveriag to official marketing organizations,

" b/ Slaughberingg of local stock only.

Apert from the products shown in table 2, new items grown in the last few years
incluie soys bsans, wheat, tea and coffee. Rice is also being grown on an increasing
coale. For 1677/1978 deliveries to official marketing organizations Were soya beans
14,151 bags of 90 kg, wheat 59,158 bags of 90 kg, paddy rice 23,256 bags of 80 kg,
node tou £2,445 kg and roasted coffee 43,947 kg. All these crops seem likely to assume
inoreasing importance over the next few years. .

Agricuvltural credit has been increasing rapidly; loan advances by commercial banks
and other financial institutions were 12.1 million kwacha in 1970/1971, K28 million in
1974/1975 and probably K40 willion in I977/1976. Fertiiizer usage has also been
fiemonoing frem *he level of 87,592 tonnes in 1974. However, in 1978 there was some
pcaling down of the subsidies on fertilizers, R :

‘Consumers! subsidies on maize were alsv reduced. Agricul tural producer prices
Lave varied somewhat over the pericd under review although the trend has generally
toen upward. :

(t) Mining. Although the production target for copper in the second develupment
plan at 900,000 tonnes for 1976; output vazied betwecn 683,300 tonnes in 1970 and
712,900 tons in 1976. Output in 1977 was 659,800 tonnes and seems likely to be
cignificantly less ‘in 1978. The exportiprice vf copper was nearly K1,000 per tonne in .
1970 rzached a peak of about ¥1,250 in-1974 and then fell sharply to uvnly K736 per
torme in 1975 before recovering to K923 per tonne in 1976 and K969 per tonne in 1977.
Tn July 1976 the currency was devalued by 20 per cent or otherwise prices: in kwacha
for 1976 and 1977 would have Been much lower. Present indicatiuns are that the
realized price in 1978 should be higher than in 1377. :
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The output data for the major minerals produced in Zambia are given in table 3.

Zambia: Table 3.

Mineral production, 1970 and 1975/1977

Unit 1970 1975 1976 1977
Copper, blister . (1000 tonnes) 103.1 21.1 18.3 10.8
Copper, electrolytic n " 580.2 619.2 694.6 649.0
Zine . " " 53.5 46.8 37.1 40.0
Lead " " 27.3 19.1 13.5 13.3
Cobalt " " 2.05 1.84 1.62 . 1. 70
Coal H 4 623.2 813.9 762.0 708.1

Source: As table 1,

Productiun of blister copper fell sharply from 103,100 tonnes in 1970 tu a mere 7

10,800 tonnes in 1977..

As regards ovther minerals, production in 1977 was substantially lese than in
1970 for zinc, lead and cobalt while coal ouiput was higher, although not as hlgh

as in 1975

In ‘the first two months of 1978,100,900 tonnes of electrolytlc copper and 4, 700

tonnes of blister copper Were produced.

It is hoped to doublé cobalt productiovn over the next few years.-

(¢) Manufacturing. Owing to the foreign exchange shortages in recent years

manufacturing output has declined.

The index of manufac*uring productivn (1969 = 100)
rose from 111.3 in 1970 to 136.3 in 1975 but fell to 129.6 in 1976 and127.3 in 1977-

The details given in table 4 sbow that the textiles and clothing and non-metallic

minerals subsedtors are the ones to show falls in productivn in both 1976 and 1977.

Zambia: Table 4. Manufacturing production, 1970 and 1975 to 1977 (1969 = 100)

19‘76 B

Subsector 1970 1975 1977

Food, beverages and tobacco '117.0 136.1 132.7 132,17

Textiles and clothing 116.6 160.0 158.7 . 137.2
Wood and wood products 96,2 92.6 67.7 - 97.0
Paper and paper products 118.5 190,5 155.4 174.5
Chemicals, rubber, plastics 109.5 133.7 130.6 - 139.5
Non-metallic mineral products 120.9 145.9 129.5. 119.9
Basic metals ‘ +'101.9 97.3 100.3 110.1
Metal products and other 99.3 123.3 122.9 103.2
All manufactures 111.3 136.3 129.6 127.3

Source: As table 1.
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A fairly substantial number of prujects was completed in the manufacturing
sector during the 1970s either through installing new production unite or expanding
existing ones. Of importonce are the petroleum refinery at Ndola, the glass factory .
at Kapiri Mposhi, nitrogen chemlcals, a second kiln at the Ndola Cement factory, the
reconsiruction of Zambezi sawmills and the expansion of the Zambia Sugar Company!s.
factory at Nakambala. .

Qg) Eiebtricitx. In 1970 cambia's own generatlng stations produced only 975
million kWNh uf electricity but in 1977 the total had risen to 8,683 million kWh and
imports had ceased. Large capacity generating statiung had been commissivned at
Kafue .and on the north bank of Kariba. However, consumptivn within Zambia has not
kept. pace with the increase.in capacity, having risen frum 4,000 million kWh in 1970
to 5,645 mllllun XkWh in 1977. .

) Hydro-electrlc productlon accounts for probably as much_as three fifths of the__
available energy supplies in Zambla, with two thirds of the balance coming from
liquid fuels and one third from coal. +

. The present surplus electricity productivn capacity forms a useful basis .for the
expansion of industry. The petroleum refinery utilised 820,000 tonnes of crude .
petrocleum in 1977 which cost some K70 million. In 1970 the total cost of petroleun
imports had been only K14 9 mllllon. o . . .

(e) Construction. This sector is subject to wide fluctuations in output.‘ Output
of private contractors at current prices rose from K93.2 million in 1970 to K216
million in 1975, K270.2 million in 1976 and k286.3 million in 1977, At the end of
1977 there was 28 weeks' work in hand for the major contractors compared with a more
common figure of 46 weeks at the end of each of ‘the years 1974, 1975 and 1976.
Employment in the industry fell from 73, 810 in June 1975 to 54,790 in June 1976 and
further to 50,270 in December 1976. Much of this fall was due to the completion of
the TAZARA railway.

Qg) Transport serv1ces. At the end of 1977 the. tot?l paved road in Zambla wasg
4,948 kilometres and there were in all 35,168 km of roads including 22,550 km
unclassified. ~In the perivd 1970 to 1977 there has been a substantial increase in the.
length of paved rcad in the country.

The numbers of vehicles on the'roads has ‘risen - conﬁinuously ‘but the total new;
vehicles registered was 9,391 in 1976 and 5,374 in 1977 cumpared with figures.of . -
approxlmately 13,500 each in 1970 and 1975 R

The Zambia Railways traffic flgures have been affected by the border closure
with Southern Rhodesia in 1973 and by the clesure of railway traffic through Angola
in 1975 The opening of the TAZARA railway in 1975 helped to raise. traffic levels
but the total in 1976 was 4. 9 million tonnes compared with 6.8 mllllon tonnes in 1972.

Air trafflc ‘has shown & rising trend since 1970 with 544 OOO passengers handled
at alrports in 1970, 604 OOO 1n 1975 and 6?3 000 and 737,000 respectlvely in 1976 and

1977..

. : ‘ N
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A very real problem has been the transport links to ports in other countries for
Zambia's imports and exports. After the railway in Angola was closed in 1975, Zambia
made increasing use of both Dar-es—~Salaam and Mombasa but when Kenyan -trucks were no
longer able to .move Zambian goodd ower.Tanzanian roads; this meshs of acoees. was also
closed arid’ increasing use was made of the TAZARA railway to Dar-es-Salaam. In 1978
problems arocse due to the long delays in the turn-round.of rolling stock -on this

r&ilwgyaW;Both4imper%8wand"Bprrts‘wag'&blayéd sometimes for long periuds.

4. - Expenditire and G T

Table 5 shows that the share of public consumptiun rose substantially from 15.6
ber cent of GDF at market prices in 1970 to 30.6 in 1977. Similarly the share of
private consumption rose from 39 per cent to 45.3 per cent respectively and thus the
share of domestic -savings fell roughly from 45.4 per cent in 1970 to 24,1 per cent'ih
1977.. Even at the relatively slower rate achieved in 1977 due to the world recessiun,
Zambia's. savings.perfermance is remaFEable by any standard. T S

o

Zambia: Table 2. Expenditure and GDP, 1970 and 1975 to 1977 (miilioﬁs‘of.kwachd)? )

. LT .. 1970 1975 1976 1917
v v - e ——— o ————ry—
At current prices’ o . ' ' .
Private consumption i 494,3 - 827,8  83L.5 874.0
.Public-comsumpticE " 19845 420.0 480,0 588.0
Gross fixed capital formation 37243 604.0 605.0 608.0
Change in stocks -11,5 +30,0 =115.3 ~110.0
Exports less imports 214,9 ~269.0 115.0 -35.0
Total GIP at market prices . 1268.5 1612.8 1916.,2 1 921.0

Source: As tgble 1,

The investment performance is also remarkable with the share of total investment
(including-qhaqgeajin stocks) declining marginally from the figure of 28.4 per cent -

of ODP in 1970 to. 25.8 per cent in 1977.

The total investment in 1977 allowing for stock changes was K497.3 million and
this was financed 64 per cent from domestic savings and 36 per cent from foreign
resources. In 1975 the proportions were 38 and 62 per cent respectively and in 1970
there was a substantial accumulation of foreign reserves with-all the invéesimsnt being
financed domestically. -

5. External trade and balance of payments

-The price of copper and the level of copper sales continue to béUthé'basié"_
constituents of the external trade and balance-of-payments situation as is shown
clearly in table 6. : '
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Zambia: ¥ Talle 6. Ekterﬁai;fréﬁé and?baléhbé.df 8
“bmillions of kwacha '

ents 1970 and 1975 0 1977

1970 1915 1976 ©1977

External trade . Ll -
Exporta. 714.97  521.05 751,91  708.53
(Copper) . .- (68144} - (472.0 (688.6)  (645.9)
Imports . . . o 340071 597.61 468.59 529,60
Balamce = - .o . o +374026 - ;-76_.55 +283.32  +178.93
Balance of,gaxgenté , .i_ o .- o f'uéq?ﬁg; S
Joods and services (net) 1815  -359.0. . -§5.4 -192.4;
Privgygtransfers(ne?)-g)_j;;;__ML L ~105.L.Lﬁ;m:183}3¥**- -87.4 -T7.2
Government transfers (net) " - Oeb - 4.0 4. ded: 7 - 12,0
Capital (net) . . .. . . i 003 TTigse 1303 2y
Beserves and related items - L —92.4 . 242.5. . 13.1 - 199,8
Errors and, onission.. .. swdiem e - R ¥ P R vea Y PR
Source: As table 1. - f§ '"

&/ Includes errors and ‘omissions.’

. In the years 1975 %071977 "thére Were deficits on go0ods and services account
compared with the subgyantial‘purplysmiealiiedminul970@~“ThBSe deficits were
accentuated by the substantial outflows of private transfers and, despite inflows of

foreign capital in each year, there was a loss of reserves and related items.,

In the first four months of 1978 total exports were valued at X177.5 million and
imports at K194.2 million. The import figures were probably high'in this period
because of attempts to bring in items before the budgets The better copper prices in
the later months of the year would suggest that total exports might almost approach
the 1977 level but it seems that imports will be higher .in 1978 than in 1977. h

6.  Development aid and external debt R b; . JE

“q'"in'i978 it is expected that grants rather than loans will start to become
relatively important as a source of deVelopmept_finance. The ba}anceepfrp;ymggtgn
figures show that net transfers received by ihéiCéWernment'ih“IQYT“WéfE'ﬁigher than
in earlier years but they nevertheless totalled only K12 million. Loan receipts have
been much higher than aid in grant'fdrm*andvqnéﬁresult has been the substantial rise

in Zambia's public debt since 1970, The fotal public debt in 1970 was X310 million of

which K132 million was external. At the end of 1976 total debt stood at K896 million
with K552 million external. There were further increases in 1977.

R L R
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Te Government revenue and expenditure

The very large reduction in Government receipts from mineral revenues in the
vears 1975 to 1977 led to the appearance of large deficits-in the Government accounts.
These deficits were filled by short berm borrowing from the Central Bank.

TS b -

iIn 1974 nineral xeveonues were K252.2 million compared with KEiT7l.5 million in 1970.
After falling to K59.5 million in 1975 they Wwere only K11.6 million in 1976 and wess
actually negative in 1977. There was an over-all cash gurplus in 1970, with total
rsceipts. in excess of paymenits by K51.4 million. In 1975 the deficit was K208 million,
conpared with X189,6 million in 1976 and K183.4 million in 1977, '

ggmbiazk;Tabie'fp Government revenue and sxpenditure 1970 and 1975 to 1978 (millisrs
of kwacha)

-

Budgst

1970 1975 1976 1977 1978
furrent revenue 432.42  448.34  443.02  499.02 531,852
Jurrent expenditure 274.99a 580.99 608,39 660,69  GHe, T
Gapital receipts o 133.28—/ 163.79 303.73 138.54  171.0%
Capital ezpendi ture ‘ _ 239.33 245.56 32742 160.28 140,00
Grer-ail balance +51.39 =-208.42 ~189.56 ~183.41 ~89,03

ety T v

Securce: As table 1.

=/ Pxcludes revenue appropriations of K106 miliion.

-

The increase in current experditurs has been 140 per cent vetween 1970 -and 1:77;
sver the same peried current revenue has risen by a mere 13 per ceni,

In 1978 an attempt has been made to improve the budgetary pozition with
gxpenditure in the budget beldw the level of 1977 both on current and on capital
gxcount, It it -expected that the deficit will be only half that recorded in 1977 at
2hout K90 million. ' :

8. Money ard banking

The monetary aggregates are shown in %able 8.

In December 1970 net foreign assets were positive to a level of K381.5 millicn,
wnoreas at the end of 1977 they had fallen to -K142.2 million. The Government was a -
10t depositor in the banking system in December 1970 to the amount of K169.7 millioz;

in December 1977 it was a net borrower of K822,6 million.
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Zambia: Table 8. Monetary survey, 1970 and 1975 to 1977 (Figures in millions of
kwacha at end year)

1970 1975 1976 1977

Net foreign aasets 381.50 ~63,24 -91,73 -142.20
Domestic credit ' '

Net claims on (overnment -169.67 315.20 604.79 B22.62

Claims on private sector 142,92  394.36 395.79 440,662
Money _ : 185.96 322,09 376.76 386.48
Quasi-money 169.62 171.64 246.72 312.21
Other items (net) : - -0.81 °  152.64 . 285.39 379.709/

Source: IMF, International Financial gfatisfics, vol. XXI, No. 3 July 1978 and
earlier issues. '

a/ October 1977.

Over these seven years total money supply including quasi-money almost doubled
registering an average annual rate of increase of 10 per cent. The major factors for
this expansion in money supply Were the increased Government reliance on the banking
system as well as the large bank credit extended to the private sector. A good part
of the inflativnary impact uf such a large expansion in domestic credit was mitigated
by the substantial fall in foreign exchange held by the banking system.

The tight credit policy being followed in 1978 is exzpected to lead to much lower
rates of increase of the various monetary agzregates.

9. Wages and prices

Average wages of Zambians in employment rose from 1,014 kwacha in the quarter
ending on December 1972 to 1,469 kwacha in the same period in 1976. Against this
increase of 44.9 per dent, consumer prices rose by 50.6 increase between the years
1972 and 1976. This indicates that real wages remained fairly constant.

The rise in consumer prices in 1976 itself was 17.2 per cent and this was
followed by une of 18.6 per cent in 1977. In the first four months of 1978 the rate
of increase was reduced with a rise of 4.7 per cent in this period.

Between 1970 and 1977 consumer prices ruse at an average annual rate of 10.3 per
cent with most of the increase occurring since 1974.

10. Employment and unemplqymént

At the end of 1970 there were only 340,520 Zambians and 27,950 non-Zambians in
wage employment (excluding domestic services). The majority of the labour force was
s8till dependent on self-employment in such industries as agriculture and trading.

After increasing in the earlier years of this decade wage employment began to
fall in 1975 with the world recession and there was a substantial reduction in 1976 as
employment in the construction industry fell mainly owing to the completion of work on
the TAZARA railway.

The data on unemployment are incomplete but the numbers registered a8 unemployed
have been around 12,500 for the last few years. This figure is probably an understate-
ment of the actual numbers of unemployed.
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11, Other soucial sectors

..-(a) Hducatiun. Pigures on enrolments show substantial growth so far this decade.
In 197C primary enrolment was 694,670 and preliminary figures for 197¢ show a total - .
of 912,600 equal to 863 per cent of Zambian children aged 7 to 14. For secondary ..
education the increase was from 52,472 to 78,805 and the estimate for 1977 is 84,030,
The number of students at the University has also grown sharply from 1,231 in 1970 to

2,569 in 1976_/77. | .

Owing to the substantial rise in schocl enrolment the budget allocations for
recurrent expenditure on educativn exceeded K100 milliun in 1978.

" (b) Health. Since 1970 progress has been recorded in both the provision uf
health facilities and training facilities. There is still a substantial shortfall in
the numbers of Zambians trained and qualified for the varivus branches of the health
gervice but present iraining facilities are turning out more graduates than in the
past.

In 1976 the Mporokoso hospital was completed and that at Kabompo was virtually
finished. Two training schools and three rural fraining centres had also been
virtually completed. Six rural health centres were also cunstructed. In the years
1972 to 1975 six district hospitals, phases II to VI of the University Teaching
Hospital and various other institutions including rural health centres wWere
completed. By May 1976 there were 759 full time health institutions compared with
629 in January 1972. The total number of Hhospital beds and cots rose from 16,300 to
19,500 over this period. In 1976, 853 trainees graduated from the various nursing
schovls in the country and by the end of the year over 1,000 medical assistants had
been trained. '

In 1977 the three nurses training schools at Ndola, Mansa and Kabwe with a
combined intake of 490 trainees a year wWere completed and fwo other schuols Were
nedaring completion. Training facilities for rural health workers are being-
developed. In December 1977 the number of full time health institutions had risen
to 835 but shortages of medical and para-medical personnel continued to present
problems over the proper manning of 8l]l these establishments.

B. MAJOR PROBLIMS

The problems for the econumy sitem almost entirely from the low price of copper
on world markets and the difficulties in moving imports and exports to and from the
ports of Africa via other countries' transport systems. Low copper earnings created
a basic balance-of-payments problem and shortages cof fureign exchange inhibit the
adequate supply of imported raw materials and other inputs. Manufacturing industry
in particular suffers badly from such shortages and many plants are running at only
30 to 50 per cent capacity. Shortages of particular commodities in the shops leads
to a situation in which prices can readily be increased. At the same time
inflationary pressures are accentuated because the low level of mineral revenues has

" caused the Government to borrow heavily from the banking system to sustain levels of

both current and capital expenditure.

The transport problems caused by the loss of the use of other countries'
transport systems have becume progressively worse since 1973 and while there Was a
period of improvement in 1977 with the TAZARA railway working fully,in 1978 there
have been numerous and costly delays due to the slow turn-round of rolling stock on
this system.
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C. INTERNAL DEVELOPMENT POLICIES

With the .serious problems created by low copper prices and difficulties over move-
ments of imports and expurts there has been a reassessment of development priorities
and, although the third development.plan is not likely to be released before October
1978, it seems that in outline the policy 11kely to be adcpted is as follows:

(a) the growth rate target will be substantially less than that uf 6.8 per cent -
a year adopted in the second plan pericd;

(_) particular emphaeis'willlbe given to rural development which, besides
agricul ture, covers small-scale and cottage 1ndustr1es, rural electrlflcatlon, feeder
roads and better educatlon and health facllltles,

Qg) employment creation would alsv receivé a high prlorlty, the ‘policy would
stress the adoption of appropriate technology; "

(4) there would be a major shift in favour of the productive sectors and labour—
inténsive methode of productlons,

(¢) in line Wlth this latter policy, both agrlculture and manufacturlng 1ndustry
would be favoured.

Apart from these pollcy objectives related to ‘the new development plan, ‘the
programme fo hrlng the economy back onto course in 1978 and 1979 includes tight -
control of Government’ ‘expenditure coupled with a restrictive credit policy. The -
objective of these measures is to reduce the balance-of-payments deficit and the -
inflationary pressures which have accompanied the credit expansion of the years 1975

to 1977.

Sub81d1es Were reduced in 1978 and this has helped to reduce the over-all level )
of the Government deflcit. A policy of" contlnulng vigilance in the control of
excessive prlclng is expec‘bed to llmlt consu.mer price rises.

Export promotion is being encouraged and stringent import control and exchange
control will continue; Government imports will also come under strict scrutiny. The
exchange control regulations forbade muet persons normally resident in Zambia from |
remitting any proportion of their earnings abroad as tley had beem able to do in the past,
Other restrictions were alsuv introduced in 1978 to reduce the high level of prlvate
transfers from Zambla.

D. PROSPEBTS‘FOR 1978 0 1980

At the¢present time the outlook for both 1978 and 1979 is not partlcularly
hopeful. At best only small growth in GD¥ can be expected in this period, while at
worst some further falls could occurs While the price uf copper has strengthened in
the second half of 1978 and thére has been some reduction in the world stocks of ‘copper,
the market has not yet reached the stage where a realisiic rally ig in prospect. The
transport problems which have plagued the economy for so many years have not yet been’
overcome and foreign exchange shortages w1ll contlnue to limit the effectlve capacity
in various parts of the econumy.

For 1980 the outlook could he more promlslng w1th the 1ong awaited substantlal
upward adjustment in copper pricing having its impact.



