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THE AFRICAN ECONOMY IN 1994 - AN OVERVIEW

A.

A modest recovery in regional
output

1. In 1994, the gross domestic product (GOP) of the
African region grew by 2 4 per cent, compared to only 0.9
per cent in 1993 and 0.3 per cent in 1992. Despite the
modest increase in growth in 1994, which was the fastest
annual rate during 1990-1994, the African economy has
continued to fall behind those of other developing regions,

and GDP growth is yet to keep pace with population

growth.

Fig. 1: Africa’s GDF growth rates (ac 1990 prices)
1992-1994
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2. Income pert head in Africa was on the decline in

1994, falling by 1 per cent, the same rate as in the 1980s.
That means that economic performance in the region
continues to lose ground in the 1990s, in both absolute
and relative terms: GDP increased at an average annual
rate of nearly 1.4 per cent over the period 1990-1994, and
income per head fell at 1.6 per cent, The proportion of
the population in Africa fiving under conditions of poverty

has increased at an even faster rate, both in the rural areas,
where the economy continued ta decline, and in the cities,
where there has been a lack of dynamism in fostering
growth and job creation in the industrial and service
sectors. Africa’s share of aggregate world cutput has
continued to shrink while, at the same time, its population
growth rate stands at roughly twice that of the world.

3. The picture painted above is in respect of the
whole region, including South Africa. If indeed South
Africa is excluded and considered separately in terms of
growth performance, as it should in view of the relatively
huge size of its economy and its structurally more advanced
stage of industrialization and technclogical development,
the resulting picture for the rest of the continent becomes
slightly less favourable. For developing Africa (Africa re-
gion without South Africa), GDP growth for 1994 was of
the order of 2.3 per cent - admittedly, more than double
the 1993 rate, but still a lacklustre performance (Table ).

4. Degpite the acceleration in the GDP in 1994, albeit
from a low trough, many of the factors that have ac-
counted for weak economic performance of Africa over
the years were at work, though to differing extent and with
varying intensities in individual countries and groups of
countries. The weather conditions were generally more
favourable in most parts of the region in 1994 than in
1893, resulting in above-average harvests; still, a number
of countries were confronted by food shortages at times
during the year. According to data from the Food and
Agriculture Organization of the United Nations (FAO),
agricultural production rose by 2.1 per cent in Africa in
1994 compared to 3.7 per cent in 1993, The correspong-
ing growth rates for developing Africa over the same
period were 2.6 per centin 1993 and 1.8 per centin 1994,

5. A falled rainy season in the third quarter of 1983
and the first quarter of 1994 precipitated food deficits in
the first half of the year over the wide area spread over
some ten countries mainly in the Central, Eastern and
Southern African subregions. In the most affected coun-
tries, increased amount of food imports and food aid were
required. 1t was only with the improved prospects for the

[ Table | T o ]
__African economic indicators, 1990-1994 {percentage ch change) o o ‘
. . 1990 | g | 1992 | 1993 1994
GDP grawth Africa o 05 I 29 [ 03 | 09 24 ]
GDP growth developing Africa 08 ‘ 44 e A I 09 |_ 23 |
Agricultural production (FAO index 1979-1981=100) |  127.9 i 133.9 1309 1357 | 1388
|_Oil production (million tons) o i 321 A | 3384 | 3434 339.2 338.2 |
Mining production index (1990=100) o ] 4 | 8 T L e |
| Consumer pice index (1990=100) ] 16 2 1 293 354 328 457
_Oil prices, Brent crude {dollar per barrel) 1368 ] 197 19 168 155 |
Export prices index (1990=100) o 15.7 116 L =21 16 2.1 )
| Import prices index (1990=100) L 79 26 1 21 28 16
_Terms of trade index (1890=100) o 7.3 92 . 41 1 5 05
Exports {US$ billion) o _ 94.9 96.5 94.2 ! g9 89.6
Imports {US$ billion) _ L 907 917 965 | 935 '97.8
Current account (US$ billion) | 52 | 2 | 62 i 8 -10.5
Source: SodoEconomic Research and Planning Division, UNECA ) N
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mid-1994 main rainy season, for example, that some good
harvests were recorded in some areas in the Horn of Africa.

6. The trend in industrial crops production in 1994
showed that output in that subsector was also far from
bucyant; the price recovery in 1993 and 1994 was yet to
have much salutary effect on production levels and an new
plantings that had suffered from several consecutive years
of falling prices and declining real farm incomes.

7. The decline in output of mining products, includ-
ing fuel, since 1992, continued in 1994, due primarily to
the crisis situation in some preducing countries such as
Zaire, and also, to some extent, to the lack of new invest-
ment except in gold mines. In terms of value added,
howevet, there was a marginal improvement in 1994, due
largely to the sharp increase in some prices, with GDP
growth in the sector rising by 1 per cent, compared to a
dedline of 0.3 per cent in 1993. In South Africa, the
region's major producer, output fell by 5.5 per cent in
1994.

8. Gil preduction in the Africa remained in 1934 at
its 1993 level, due to a variety of factors, ranging from
OPEC quotas to capacity constraints and, in the case of
Angola, civil war, Prices of minerals and metal ores in-
creased sharply in 1984, but of ofl fell on average, losing
some 7 per cent in the case of Brent crude. Oil prices rallied
in the second quarter of the year as a result of a paralysing
strike of waorkers in the Nigerian oil industry, but that
movement was rapidly halted by increased supplies from
the Commonwealth of Independent States (CIS) and the
North Sea.

9. Against the beneficial impact of export price
increases in 1994 must be set the macroeconomic conse-
guences and the terms of trade losses which the African
countries have experienced particularly between 1951 and
1993, Many of them have limited currency convertibility
and are obliged to use the dollar as the principal reserve
currency. The export revenues are generally dollar-de-
nominated while their import purchases are normally de-
nominated in international currencies against some of
which the dollar consistently depreciated during the year.

10. Political instability, which so much affected the
econocmyin 1992-1993, subsided in some African countries
in 1994, But while no new conflict situations emerged on
the continent, the chronic flashpoints continued in many
cases 1o give cause for concern not only in Africa, but also
on the part of the world community of nations,

11. The peaceful constitutional transition from apart-
heid to a new democratic and non-racial South Africa,
kindled domestic and international confidence in that
country's future. A number of other countries also made
the transition from long-established one-party rule to multi-
party democratic governance under remarkably peaceful
onditions, although in some, the democratization process
and policies have resulted in heightened ethnic tensions.

12. However, the civil war intensified in Angola,
inflicting considerable damage to the economy and caus-
ing the displacement of half the rural population. Further-

more, the conflict in Rwanda which, in 1993, had only
simmered with a negotiated power-sharing solution in
sight, suddenly erupted in April 1994 into a hornble geno-
cidal war for which neither Africa nor the international
community was adequately prepared. Nearby, Burundi
teetered on the brink, while elsewhere on the continent
political tension and labour unrest persisted in a few
countries, impacting negatively on the development proc-
ess. The stalemate in Somalia continued. Inevitably, those
situations repressed somewhat Africa’s economic growth
rate in 1994, and to the extent that they have served to
reinforce the misconception that all African countries with-
out exception are "conflict-prone" and "unstable”, they
quite likely served to discourage investment infiows to
Africa, thereby reducing economic growth prospects over
the medium term.

13. For the region as a whole, the growth in domestic
demand was rather sluggish at 2.7 per cent, reflecting the
slow growth of consumption and the declining trend of
investment. Public consumption has been constrained far
a number of years, mainly because of the budgetary
restraint policies in place in most countries from the late
1980s onwards. In 1993, however, public consumption in
developing Africa increased rather strongly, by 4.7 per
cent, but that has turned out to be ephemeral, since the
1994 figure of 1.8 per cent would seem to suggest a return
to the 1985-1990 trend, when public consumption barely
rose by an average of only 1.7 per cent. Aggregate private
consumption rose by only 1 per cent a year in developing
Africa during 1980-1990, by 1.5 per cent in 1993 and by
1.1 per cent only in 1894, Growth fixed investment has
been on a downward trend in developing Africa since
1980, at the least, dropping in 1993 by 2.5 percentage
paints to a level 21 per cent below the 1980 figure of total
investment volume. The gross investment ratio, which was
at a high of 30 per cent in 1980, dropped 1o 21 per cent
in 1990 and has remained at 20 per cent ever since.
However, available data for 1994 indicate some noticeable
rise in the investment volume.

14, Economic regression has now lasted far too long
in the African regien without real recovery or accelerated
upturn for it to be explained only in terms of pdlitical
instability, ethnic conflicts, the unfavourable international
economic environment or fluctuations in weather-con-
strained agricultural output. The vagaries of weather have
undoubtedly been associated with the failure of the agri-
cuitural sector in Africa. The number of countries seriously
affected in each year by drought has progressively risen:
from 12 in 1974 to 27 in 1979 and 35 in 1584. But the
problems of African agriculture neithar begin nor end with
nature; stagnant agriculturat sectors and declining produc-
tivity in food production have all too often persisted even
in countries enjoying a reguiar rainfall pattern. Also, reces-
sion or quasi-recession in the industrialized economies,
pai ticularly the countries of Europe that have the strongest
links with Africa, have tended to reduce prospects for the
traditionat exports of the region, notably beverages, agri-
cultural raw materials and minerals. But then, there have
been periods of significant improvements in the global
economic situatian, the latest of which began in 1994, led
by robust growth in the United States of America, United
Kingdom and Australia; with output from the economies
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of the Qrganization for Economic Cooperation and Devel-
opment {OECD} countries, as a whole, estimated to have
grown by 2.6 per cent. Inevitably, the question must be
asked as to why the Asian economies that have more or
less faced similar conditions, including the unfavourable
global economic environment, managed to perform much
better than the African economies and to register impres-
sive growth rates, i.e., an average GDP growth of nearly 6
per cent for South and East Asian countries, during 1985-
1993, and more than 10 per cent for China since 1992,

15. The fact is that most of the African countries have
yet to take even the first faltering steps in the transition
towards a modern industrial and technological society.
They have remained essentially the fragmented mini-States
they were when they achieved political independence,
increasingly incapacitated and unable to sustain even a
modicum of modern institutions and consistent govern-
ment policies, not to talk of the lack of an overall enabling
environment for develcpment. Many African countries are
yet to overcome the narrow confines of inherited colonial
economic structures, based on the monocultural system of
groundnuts/coffee/cocoa/cotton cuitivation, or to achieve
even the semblance of a green revolution in main subre-
gional food staples. Obviously, a major explanation for the
disappointing economic performance in the African region
lies in the constraints of low productivity, inefficient man-
agement and poorly devised and implemented govern-
ment policies, as well as the failure to diversify the narrow
productian and export base. It follows that the persistent
economic deterioration in Africa is never going 1o be
arrested much less resolved or restored to the path of
selfsustaining growth and development until a sweeping
overhaul and transformation of the following specific struc-
tures takes place: (a) dualism and internal socic-economic
disarticulation at almost all levels of production and eco-
nomic activities; (b) weak and undiversified production
base; (¢} extreme dependence on external factor inputs
and markets; (d) fragmented domestic factor and product
markets; {e} low level of human resources development;
and (f} weak endogenous human, physical, institutional
and technological capacities.

Divergent growth of output in
subregions and countries

16. There were significant divergencies in perform-
ance at the country level and in subregional economic
groupings in Africa during 1994 (Table il ). Among the
subregions, Central Africa remained mired in economic
decline, recording consistently negative growth rates five
years in a row. The other subregions exhibited positive
growth rates which were, with the exception of West
Africa, above the regional average.

17. In North Africa, bucyant economic activity re-
sulted in output growth of 4.0 per cent, following only 1.1
per cent in 1993. That was due in part to the streng
economic recovery in Morocco, which was badly affected
by drought in 1993, Recent official information indicates
that its GDP may have grown by 10.5 per cent. That
country seems to have made some progress with economic
reform, and is now recording a significantinflow of foreign
investments, despite some serious difficulties concerning
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Fig. 2: African subregions
GDP growth rates, 1990-93 and 1992 to 1994
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inflation, budget deficits and obstacles confranting exports
to the European markets. Moreover, it has again been
affected by drought towards the end of 1994, which, in
spite of its robust agricultural growth and cereal output,
will necessitate some food imports in 1995. In Algeria, the
political crisis has compounded an aiready difficult situ-
ation: since the fall of oil prices in 1986, Algeria’s economy
has been constrained by a very high debt service and high
import requirements of industry. GDP declined in 1993 in
conditions of high inflation and rising unemployment. The
same inflationary tendencies have accelerated in 1994,
coupled with budget deficits that have deepened to
around 9.2 per cent of GDP. Inthe Libyan Arab Jamahiriya,
Urited Nations sanctions have had a damaging impact on
the economy which has reportedly contracted substantially
in 1994, Oil production, the main source of government
revenue, has remained stable in 1994 after a sharp drop
in 1983, In Egypt, growth was modest in 1994, despite
the successes of the reform programme in turning around
the economy.

—

18. in the West African subregion, growth has stalled
in 1994, dropping to 2.1 per ceat from the 4.0 per cent
recarded in 1993, That was mainly due to the siowing
down of growth in Nigeria, where the economy is esti-
mated to have grown by only 2.1 per cent in 1994,
compared 1o 7.2 per cent in 1993, The country has been
hurt by the drop in il preduction to 97.3 million tons, 4 7
per cent less than in 1953, and by political uncertainties.
The active and wide-ranging liberalization policies pursued
in recent years were repiaced in 1994 with the reimposition
of exchange and other controls, with the rate of exchange
of the naira well below the market rate. Although there
were substantial reductions in petrol subsidies in 1994,
petrol subsidies are still a source of considerable budget
deficits.

19. The West African members of the African Finan-
cial Community {CFA) have undergone a large devaluation
of the CFA franc in lanuary 1994, the first in more than 50
years, Some countries have reported improvements in the
trade account and fiscal balance, But growth in the CFA
countries in 1994, though encouraging, remained only
madest. Overall output in the countries concerned in-
creased by only 2.8 per cent compared to 8 per cent in

Page 3
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1993. In Cote d'lvoire, the largest CFA economy in West
Africa, output decline has apparently stopped, but growth
was minimal (0.8 per cent) in 1994.

20. Economic results for the Central African subre-
gion continue to reflect the free fall of the Zairian economy
and the lacklustre performance in the rest, including the
devastated economies of Rwanda and Burundi. Subre-
giona| output fell by 5.4 per cent in 1994, foliowing
declines in the preceding three years of 1.2 per cent in
1991, 5.4 per cent in 1992 and 5.0 per cent in 1993, As
for Zaire, the mining industry had been damaged during
the riots of 1991-1992, and preduction of copper has now
fallen to around 50,000 tons compared to an annual
capacity of 500,000 tons. Communications inside the
country are now precarious, and internal trade has shrunk
drastically. Hyperinflation has practically destroyed the
currency.

21. The three oil exporters of the subregion,
Camercon, the Congo and Gabon, have not recorded
good results either. Cameroon has been affected by poor
performance of agriculture and industry, and a steady
decline of il production. The rapid fall in GDP since 1991
moderated in 1994, though a decline of 1.5 per cent was
still recorded. In the Congo, the political factors in 1994,
and continuing budgetary problems seriously constraining
the economy. Despite the increase of cil production to
nearly 10 million tons in 1994, GDP contracted by 3.6 per
cent. In Gabon, despite the initial benefits of the increase
in oil production, following the coming on stream of the
Rabi Kounga field, oil revenues have since levelled off and
the country has had to face a difficult debt- servicing
problem. Following a fall of GDP in 1992-1993, only
modest growth has been recorded in 1994 (1.6 per cent),

22. Sirce the beginning of the decade, economic
activity has on average been disappointing in the Eastern
and Southern African subregion, stretching from the Horn
of Africa to the scuthern part of the continent, In 1992,

the countries of Southern Africa suffered their worst
drought on record. 'n 1994, economic growth is set at 1.4
per cent in the subregion as a result of drought conditions
in the Horn of Africa, the constraints of rehabilitation and
reconstruction in Mozambique, and renewed drought in
Malawi.

23. InKenya, one of the larger economies in the area,
there has been some recovery in 1994, The financial
situation has considerably improved, under strict budget-
ary management. GDP increased by 2.5 per cent in 1994,
and prospects for 1995 are good. In Uganda, the econ-
omy continued to grow, posting a high rate of 7.2 per cent
in 1984, Agriculture has recovered from the 1992
drought, and export volumes have risen sharply, in re-
sponse to high prices for coffee, the country's major
export. In Malawi, however, the food and agricultural
sector was adversely affected by droughtin 1993 and early
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Table II
. Output share and growth rate by subregion and economic groupings B
Per capita GDP | GDP percentage Growth rate percentage at 1990 prices

, B | at1990USS | regional share o .

i 1993 | 1993 199093 | 1992 | 1993 1994
North Africa o 12610 407 | 20 | 11 11 4.0
Sub-Saharan Africa e 5067 . 616 |17 0.7 03 0.6
Central Africa 4151 L 68 | 35 | S.4 50 -5.4
| EastAfrica i 6737 1. 128 Q1 0.3 2.4 1.6

_Southern Africa _ eeg8 . 235 4 Q3 ¢ A3 32 [ 04
West Africa 369.3 73 52 ¢ 13 4L | 21

I Sahel _ 384 .8 _._58 31, 34 | w7 2.6
Sub-Saharan Africa (without Nigeria) 5885 56.4 i 13 | 09 0.8 1.3
Ol exporters . 8758 | _ 47.2 _17 0.6 1.2 1.5
Non oil exporters | 5618 - 52.8 O - DR . N A 03 | 27
Least Developed Countries 2416 153 03 -1.2 _ 01 | 12
Others {non cil exporters LDCs 12243 375 . 36 0.3 06 4.7

¢ Zone Franc . 5880 | 11 [ 09 1 17 4 -t4 1.6

. Mineral exporters o 1134.9 | 28.0 30 4.3 33 ] 14 |
Beverages exporters 1 2538 . 9.7 _49 0.3 1.9 4 |
Developing Africa e 1T w7 | Tos i 0a [ o8 2.3
| "South Africa T 789 2 L0917 s 12 LT
| Africa _ 5557 | 100 |1 09 |24 | 24
Source Socio-Economic Research and Piggmqg Dlulsmn UNECA e _




1994, As a result, GDP has fallen by nearly 10 per cent,
although same measure of recovery is expected in 1995.

24. In Zambia, economic results remaired disap-
pointing in 1994, despite the implementation of a wide-
ranging reform programme. GDP growth in 1994 was
ohly 1 per cent, after five consecutive years of decline. The
key mining sector is contracting, partly because of a long-
term decline in copper reserves, but plans are underway to
privatize the 2CCM mining corporation as a way of improw-
ing the situation. in Zimbabwe, recovery from the 1992
drought is now complete and the economy has grown by
about 6 per cent in 1994. Agricuiture is expanding at
around 6-7 per cent a year, while output in the rining
sector is up considerably as well.

25. A few countries of the subregion registered
sustained growth in GDP over the past decade. [n Bot-
swana, for example, a high rate of growth has been
achieved in the past few years as the result of a judicious
management of the revenues from diamond, while in
Mauritius, rapid industrialisation has been spurred by the
exploitation of the country's skilled manpower and the
system of industrial free zones. Both countries have more
or less continued te make economic progress in 1994, In
Botswana, however, there has been a significant siow
down, because of the fall in demand for diamonds and
lower prices in the international markets, Growth declined
in 1993 for the first time, and in 1994 the rate was only
2.5 per cent. Mauritius has also encountered considerable
problems recently regarding exports, particularly of sewn
goods, which were subject to protectionist barriers, but it
now appears those problerns have largely been overcome,
as the country has striven to diversify its exports base by
introducing new activities. in 1994 alone, export volumes
grew substantially - by a large 16.9 per cent - and GDP by
6.8 per cent.

26. As for South Africa, the most advanced economy
in the subregion and in the African region as a whole, the
eccnomy had stagnated since the mid-1980s, despite its
high level of industrialization. This was due to the con-
straints created by the apartheid system which prevented
the country from fully mobilizing its human resources, and
had hampered its effective participation in the interna-
tional economy due to sanctions. it had been hoped that
the economy would recover quickly with the end of apart-
heid. However, recent figures indicate an annual GDP
growth rate of only 2.1 per cent in 1994 compared with
the -0.9 per cent in 1990-1993, But there can be little
doubt about the country’s improving economic and busi-
ness climate and the immense potential for rapid growth.

127. n the group of African least developed countries
(LDCs), economic performance has again been poor in
1994. Output declined by 1.2 per cent, following declines
in 1992-1993. More than two-thirds of all African coun-
tries are now LDCs. Amaong them, the Sahel countries
form a homogeneous group, by virtue of their gecgraphi-
cal position and an economic structure dominated by
livestock and cereal cultivation. In 1994, with the return
of good weather to West Africa, agriculture recovered in
most Sahelian countries and, in the aggregate, GDP grew
by 2.6 per cent after a decline of 0.7 per centin 1993. For
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the nine countries which constitute the Permanent Inter-
State Committee on Drought Control in the Sahel (CILSS)
- namely Burkina Faso, Cape Verde, Chad, the Gambia,
Guinea-Bissau, Mali, Mauritania, the Niger and Senegal,
the results in 1994 may be even betier, as the agricultural
crops, including food ttems, is a record one; cereal produc-
tion was estimated at 9.9 million tons.

28. Table I provides a frequency distribution of the
countries in the African region according to cutput growth
rates. Twelve countries experienced negative growth in
1994 compared to 18 in the previous year, while eight
countries are expected to exceed 6 per cent in 1994
compared to 9 per cent in 1993, which explains in pait the
slight improvement of econemic performance at the re-
gional level. The six countries with the most impressive
GDP growth rates in 1994 are: Morocco {10.5 per cent),
Namibia (8.7 per cent), Ghana (8.0 per cent), Uganda (7.2
per cent), Mauritius (6.8 per cent) and Zimbabwe (6.0 per
cent). About a fifth of the African countries had GDP
growth rates in the range of 3 to 5 per cent in 1993 and
1994,

Frequency distribution of countries according to

__percentage growth rate of GDP, 1990-1993

Growthrate | 1990 | 1991 | 1992 | 1993 [1994 *
Negative 18 | 14 | 20 | 18 | 12 -
0-3 10 13 15 13 21 |
3-6 16 | 15 | 14 12 11
6-8 6 5 3 5 | 5
8 .2 |.s o | .4 | 3 .
| Total |52 | 52 | 52 [ 's2 | 52
Source: UN-ECA Secretanat

| " prefiminaryestimates . ]

C. Economic policy developments

in 1994

29. In response to continued macroeconomic imbal-
ances and instability, the overwhelming majority of African
countries continued to implement reforms in 1994 focus-
ing on fiscal austerity and restrictive monetary policies, and
the liberalization of foreign exchange and interest rates.
The reform measures were aimed specifically at liberalizing
factor and product markets, removing distortions, empow-
ering the private sector, and making the public sector mare
efficient, in spite of the enormous short-term costs and the
social consequences of such measures. The main focus
was the creation of a stable macroeconomic environment
for growth. However, most countries were yet to make
the necessary transition from overwhelming preoccupa-
tion with adjustment and stabilization to the long-term
concerns with sustainable development and structural
transformation. in the case of South Africa, there seems
to be a consensus at maintaining a free market economy
in the post-apartheid era, although fundamental questions
about the distribution of wealth, jobs and income between
the black majority and the previously dominant white
population have loomed large and will inevitably have to
be addressed. For the present, the Government appears
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to have decided on a delicate balancing act, between
short-term measures to improve the lot of the majority
population and long-term measures to attract foreign and
domestic investment for the future growth of the econ-
omy.

30. There were strong inflationary pressures in a
number of African countries in 1993-1994. The most
prominent case was Zaire, where there was a virtual
breakdown of the financial system, and excessive budget-
ary deficits brought inflation to on imprecedented level of
over 8,500 per cent in 1994. In warravaged Angola,
inflation also reached extremely high levels estimated at
over 1,000 per cent in December 1994. The franc zone
countries which were previously characterised by very low
inflation are now experiencing considerable price rises as
a result of the 50 per cent devaluation of the CFA franc.
However, with the maintenance of tight monetary policies
in those countries, involving deficit financing limits of 20
per cent of previous budget tax receipts and the curtail
ment of salaty increases, inflation has been brought below
the rate of devaluation in most cases. But there has been
some less favourable experience nonetheless, such as in
the Conge, where inflation is reported at a high 60 per
centin 1994, But alongside these negative trends, signifi-
cant reductions have taken place in the rate of inflation in
1594 in Egypt, Uganda and Ghana which, as a result of
greater fiscal and monetary discipline, managed to bring
about a sharp reduction in budget deficits.

31. Fiscal reforms were undertaken in many African
countries in 1994, aimed at enhancing public revenues and
restraining public spending, with the objective of reducing
the fiscal deficit in proportion of GDP. A two-pronged
approach towards enhancing public revenues was gener-
ally adopted: (a) through institutional reforms, e.g.,
strengthening revenue agencies in order to increase the
collection rate; and (b) through the broadening of the tax
base by increasing the scope of indirect taxation, e.g., by
introducing value-added tax and user charges on some
public services. At the same time, several governments
took steps to streamline public spending by reducing the
public sector payroll, by cutting or eliminating subsidies,
and by holding down the growth rate of public consump-
tion. This also involved public sector restructuring and
expenditure rationalizaticn in socme countries, as well as
public enterprise reforms. Already compressed, recurrent
expenditures were already heavily compressed, and further
compression often proved socially and politically unten-
able. In such cases, it was the capital expenditure that
bore, for the most part, the brunt of fiscal austerity and
budgetary pruning despite the high developmental cost of
a steep reduction in an already fow capital budget.

32. In spite of the concerted government efforts at
budgetary reforms, the fiscal gap continued to widen in
several countries in 1994, due to the social and politicat
limits 1o expenditure reduction, and the uncertainties and
policy constraints of an unstable fiscal environment. in
Malawi, for example, the prolonged and severe drought
has drastically reduced agricultural tax revenues while
necessitating increased expenditures on imports to fill the

massive food shortfall. in Morocco, on the other hand,
which had a better than average harvest in 1994, the
Government had to buy surplus grains from the farmers at
guaranteed floor prices. tn countries making the transition
from conflict 1o peace, for example Mozambique, the
enormous cost of demobilization consumed some of the
savings from reduced mifitary spending. Also, many coun-
tries are yet to close the loopholes which distort the
fairness of taxation or have efficient revenue collection
systems put in place to minimize tax evasion and avoid-
ance. Consequently, fiscal deficits in the region are ex-
pected to average about 6 per cent of GDP in 1994, up
from about 5 per cent last year. However, in order to
contain monetary expansion, some African countries have
financed the bulk of their fiscal deficits by issuing treasury
securities rather than directly resorting to borrowing from
their central banks.

33. In addition to efforts to check excessive money
supply growth in different African countries, monetary and
financial referms were in 1994 in the direction of freeing
interest rates, restructuring financial institutions and intro-
ducing a measure of deregulation in the operations of the
financial sector while strengthening the prudential super-
visory role of the central bank over other financial institu-
tions.

34. In a few countries, the institutional, legal and
operational framework of domestic capital markets was
revamped and strengthened with a view to generating
greater confidence in the financial intermediation process
among the investing public. The aim clearly was to estab-
lish the basis for the development of a sound financial
sector for effective mobilization of domestic savings and
improved allocation of investment through more effident
intermediation. Some countries, for example, Ethiopia and
Morocco, have geared up for expanding the scope of
private participation in the financial sector, either through
whole or partial privatization of State-owned financial
institutions, or by allowing the establishment of privately
owned financial institutions. In Ethiopia, the first private
banks and insurance companies since 1974 were estab-
lished wholly an private initiative, following the promulga-
tion of a comprehensive new law governing the
registration of financial enterprises.

35, A number of countries have embarked upon
currency reforms, The devaluation of the CFA franc in
January 1994 was the most notable case of exchange rate
adjustment in Africa during the year. This was, first,
because of the number of countries that were involved -
14 countries in two regions, West and Central Africa, plus
the Comoros; and, second, because of the scale of devalu-
ation. While the overall impact of the devaluation is yet to
be gauged, the associated financial measures would ap-
pear to have brought about more discipling and encour-
agement of the use of domestic inputs. Exports have
revived in some countries, due largely to the incentives
provided by the rise in domestic prices of export crops as
a result of the devaluation. The higher prices, it would also
seem, have reduced the incidence of smuggling of export
crops from the zone, As already pointed out, however,




devaluation triggered a jump in domestic prices during the
year, putting at risk significant elements of social welfare
and employment creation.

36. The foregoing review shauld not give the impres-
sion that the only development on the African currency
scene in 1994 was devaluation and depreciation. n some
countries where reforms have already reached an ad-
vanced stage, notably in Uganda and Kenya, n fact,
currencies appreciated against a weaker US dollar. But,
more importantly, that reflected increased supply of for-
eign exchange from export revenues, a modest increase in
remittances, budgetary assistance from donors in support
of agreed reform programmes, and restrictions on central
bank finance of government budgetary deficits.

37. Privatization i$ another area targeted by eco-
nomic reforms. Here, progress is thwarted by the paucity
of domestic savings within African countries, scarcity of
aggressive entrepreneurship and lack or underdevelop-
ment of stock markets. There is understandable reluc-
tance on the part of African countries to dispose of public
enterprises entirely to foreign investars often at give-away
prices. Thus, countries are searching for an approach that
would ensure that nationals retain significant equity in
privatised assets, for example, through joint ventures with
foreigh investors. To the extent possible, they would alse
like to have a wide dispersal of shareholding in major
privatized enterprises, Thus, before the Government of
Ghana floated its remaining shares in the Ashanti Godfields
Company on the London Stock Exchange early in 1994, it
reservad almost 2 per cent of the shares for the workers,
In Ethiopia, the Gavernment chese ta break up the assets
of the State-owned transport corporation into three share-
holding companies to be wholly transferred to the workers
in the form of & loan equal to the value of the transferred
assets, In that way, privatisation, if properly conceived,
could be used to promote growth with equity, rather than
widening economic disparities and increasing the concen-
tration of economic power. Progress was made also in
other areas of reform; notably, market and tax reforms
geared towards the improvement of the investment cii-
mate for domestic and foreign investors.

38. In the area of African economic integration and
coaperation, the most significant event in 1994 was the
coming into effect of the Abuja Treaty for the estab-
lishment of the African Economic Community (AEQ).
The first stage of the Treaty, which cavers the first five years
aof its operation, aims to strengthen existing subregional
economic communities, it is also expected that the pro-
tocols to be drawn up under the Treaty will contribute to
the harmonization of sectoral policies at the subregional
level, as a stepping stone to policy harmonization at the
continental level. In the meantime, significant changes
were underway in several subregional organizations during
the last year, although not afl of these can be perceived as
direct responses to the Abuja initiative.

39. In West Africa, while ECOWAS has been seized
with the problem of rationalizing the intergovernmental
organizations in the West African subregion, the West
African Monetary Union (UMOA)} and the "Communauté
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economique de |'Afrique de I'Ouest® (CEAQ) were con-
verted into the West African Economic and Monetary
Union {UEMQA) in January 1994, Similarly, CILSS com-
pleted its restructuring programme in order to alleviate its
financial constraints and make the crganization more effi-
cient. The organization now operates a long-term devel-
opment programme through three-year plans approved by
both the member States and donors.

40. Efforts at raticnalizing and harmonizing the
subregion’s numerous intergovernmental organizations
{1GOs), numbering about 40 in all, continued in 1994, A
report on the subject, commuissioned by FCOWAS, was
discussed in Accra in September 1994 and is to be dis-
cussed further in 1995, before recommendations are pre-
sented to the Councit of Ministers. it will be recalled that
the ECOWAS Council of Ministers had agreed in 1990,
after several past attempts, on a ten-year timetable for the
harmonization and rationalization of the West African
1GOs. Some of the major recommendations are: the
merger of the West African Health Community (WAHC)
and the Organization for the Campaign against Major
Diseases (OCCGE), and of the West African Clearing House
into the West African Monetary Agency; and, the harmoni-
zation of the activities of the UEMOA and the Mano River
Union (MRU). t was envisaged that by the year 2005, all
the IGDs wouid have been rationalized or transformed into
speciaiized agencies of the ECOWAS,

41. In North Africa, there are ongoing political efforts
to integrate more countries inte the Arab Maghreb Union
{AMU). This is encouraged by the presence of large
markets in neighbouring countries, such as Egypt with a
pepulation of over 55 milion and the Sudan with an
abundance of agricultural raw materials. Eqypt had al-
ready applied for the status of an observer.

42. \n Central Africa, the Heads of State of the "Union
douaniére et économique de {'Afrique Centrale" (UDEAC)
has formulated a new treaty for the creation of the "Com-
munauté économique et monétaire de I'Afrique Centrale”
(CEMAC). CEMAC would include the "Union économique
de I"Afrique Centrale” {UEAC) and the "Unian monétaire en
Afrique Centrale” (UMAC) as part of which the *Banque
<entrale d'Afrique Centrale” {BCAC) will be administered.
The aim of the new Treaty is to attain a transition from a
Custems Union under the UDEAC to an Economic and
Monetary Union. Meanwhile, the existence of the Eco-
nomic Community of Central African States (ECCAS) con-
tinued to be threatened, mainly as a result of the
non-payment of membership contributions.

43. Finally, in Eastern and Southern Africa, 1994
ushered in fundamental changes in the subregions’ two
main economic groupings: the Common Market for East-
ern and Southern Africa (COMESA) and the Southern
African Development Community (SADC). The COMESA
took over from the Preferential Trading Area {PTA), which
had been in existence since 1978. The parallel existence
of SADC and COMESA has been a thorny issue in 1994,
South Africa, which joined the SADC during the year, and
Botswana are not members of the COMESA, while Na-
mibia has not yet ratified the COMESA Treaty. Neverthe-
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less, efforts at the harmonization and rationalization of the
two organizations are continuing, even after the rejection
of an earlier decision to merge the two.

44. In spite of the above developments, regional
economic cooperation and integration in Africa con-
tinue to be beset by numerous problems, in particular
inadequate transport and communication networks,
weak production systems with virtually no intersectoral
and inter-country links, tariff and non-tariff obstacles to
intra-regional trade; and lack of convergence of national
economic policies. Policies and programmes to address

these problems have been proposed in the Lagos Plan of
Action and the Final Act of Lagos, as well as in the African
Alternative Framework for Structural Adjustment Pro-
grammes for Socio-Economic Recovery and Transforma-
tion (AAF-SAP). More recently they have found expression
in various subregional efforts and in the Abuja Treaty
itself. What is urgently required is implementation. As
part of the efforts for promoting effective econornic inte-
gration in Africa, there has recently been increased discus-
sion on how to bring into consonance economic
integration strategies and structural adjustment policies
and programmes.
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II. DEVELOPMENTS IN PRODUCTION SECTORS

45. Agriculture, mining and manufacturing, between
them, accounted for an average of 47.1 per cent of GDP
value added in Africain 1990-1994. For developing Africa,
the combined share of agriculture, mining and manufac-
turing stand at 49.2 per cent. Over the same pericd, the
share of agriculture in the GDP in developing Africa has
stagnated at around 22.6 per cent compared with 5 per
cent in South Africa. Mining and manufacturing ac-
counted, respectively, for 13.8 per cent and 12.8 per cent
of GDP in developing Afnica.

A. Agriculture
1. Food production trends

46. As already pointed out, agricultural production
in Africa increased by 2.1 per cent in 1994 compared with
3.7 per cent in 1993. The North African subregion
achieved an impressive growth rate of 12.8 per cent,
followed by the Southern and the West African subregions
where output is reported to have grown by 3.6 per cent
and 2.7 per cent, respectively. In contrast, the Eastern and
the Central Africa subregions registered negative growth
rates of 1 and 1.5 per cent, respectively (Table IV ).

Table IV ' :
Annual growth of agricultural production by
____subregion (percentage)

49. In the North African subregion, the latest esti-
mates for wheat put 1994 production at 11.7 million tons,
25 per cent higher than the previous year. The more than
satisfactory increase in 1994 is mainly attributable to the
marked increase in Morocco's output by some 4 million
tons to a record 5.53 million tons. The lower output in
Algeria, Egypt and Tunisia, estimated at 1.1 million tons,
4.4 million tons and 502,000 tons, respectively, were more
than offset by the Morocco’s much higher output, Coarse
grain output in the subregion reached 11.1 million tons,
29 per cent higher than in 1993, with the poor harvest in
Algenia and Tunisiz being more than offset by increased
cutputs in Egypt and Morocco.

50. InWast Africa, cereal production by the countries
of the CILSS is estimated at a record 9.9 million tons, 14
per cent higher than in 1993. Production in Mali and the
Niger in 1994/1995 was above average, at an estimated
2.65 million tons and 2 .64 mitlion tons, respectively. In the
case of Mali, the marked improvement in output is attrib-
uted to higher yields per hectare while in the case of the
Niger itis ascribed mainly to a 28 per cent increase in millet
production. In the coastal countries of the Gulf of Guinea,
there were generally good harvests of the main maize crop.
In Nigetia, except for Kwara State - which was hit by severe
floods, leaving 20,000 people displaced and 20,000 ha of
¢rops, 5,000 ha of farmland and 2,000 ha of sugar cane
destroyed - the overall food supply outlock is satisfactory.
In Ghana, due to erratic rain and drought, the food supply

' ) 19511____|W1992 1993 ; 1994 sttuation remains tighter. According to the FAO crop
. Developing Africa 4.9 0.9 26 | 18 | assessment mission, production of cereals in the nine
FNUfTh Aftica _ 210 | 137 | 03 : 128 | coastal countries will amount 1o about 20 million tors, 7
| West Africa 4.7 34 | 39 27 _ per cent less than 1993. In both Libenia and Sierra Leone,
| Central Africa | 16 03 ;.09 | -15 where a large number of farmers have been displaced by
East Africa _ 0.0 4 | 42 0.8 civil strife, the food supply situation remains precarious.
Southern Africa | 2.5 48 ! 42 36
Africa |47 2.2 3.7 2.

Source: FAQ, Agrostat - Production indices for Regions,,

47. Food production increased by 2.5 per cent in
1994, compared with 4.5 per centin 1993. Over the same
periad, the total output of cereals increased by 9.3 per cent
from 96.4 million tons to 105.3 million tons. Output of
wheat increased from 13.4 million tons in 1993 to 15.5
million tons in 1994 while output of coarse grains rose
from 67.9 million tons to 74.4 million tons over the same
period,

48. On the other hand, output of roots and tubers,
which traditionally provide a key share of the foed supply
in much of tropical Africa, increased by 0.5 per cent from
119.4 million tons in 1993 to 120 million tons in 1994.
Cassava production stagnated in Ghana and Madagascar
in both 1993 and 1994, while it declined markedly in Zaire
(by 15.9 per cent), Uganda (by 2.7 per cent), the United
Republic of Tanzania {by 4.4 per cent} and Mazambigue
{by 5.7 per cent}.

51. In Central Africa, cereal output increased by 3.6
per cent from 2.8 million tons in 1993 to 2.9 million tons
in 1994, Average or above-average harvests were realized
in Camerocn, the Central African Republic, and Gaben. in
northern Zaire, growing conditions remained satisfactory.
Nevertheless, in some parts of the province of Kivu floods
damaged property and rural infrastructure resulting in
reduced food output. In Rwanda, food production was
hard hit in 1994 by the adverse consaqguences of civil strife.
The already serious food supply situation is likely to be
aggravated following a substantial shertfall in food crops
harvests in early 1995. In Burundi, food production in
1994 is estimated at some 19 per cent below average.
With ethnic viclence continuing in several areas of its
northern provinces, food supplies are likely to diminish
even further, due to the reduced harvests and the disrup-
tien of relief efforts.

S2. In East Africa, cereal output increased by 18.6
per cent, from 18.3 million tons in 1993 to 21.7 million
tons in 1894. In Ethiopia, for example, production of
cereals and pulses is estimated at 7.7 million tons for
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1994/1995, about 3 per cent higher than in 1983/1994.
A recent FAC/World Food Programme Crop and Food
Supply Assessment Mission to the Sudan forecasts the
199471995 harvest of sorghum and miflet at a record 4.91
million tons, 85 per cent more thanin 1993/1994. Aggre-
gate production of cereals in 1994/1895 is estimated at
5.5 million tons, 79 per cent more than in 1993/1994. In
Somalia, food grain production in 1994/1995 is estimated
at 420,000 tons, 155,000 tans higher than in 1993/1994.
Despite those modest gains, the food supply situation
remains critical, especiatly for subsistence production of
food grains or the purchasing power for buying food.

53. In Southern Afiica, aggregate cereal output in-
creased by 2.1 per cent, from 23.5 million tons in 1993 to
24.0 million tons in 1994. In Mozambique, the food supply
situation remains tight and is being further aggravated by
a substantial decline in cassava production in the face of
increasing numbers of returnees. In Malawi, one third of
the population of 9 million face the risk of hunger, given
the tight food supply situation that remains in several areas
atfected by the 1993/1994 drought. In Angola, inade-
quate food supplies persistin many areas, and deaths from
causes refated to starvation and severe malnutrition are
increasingly reported. The total food deficit in 1994/1995
is estimated at 1.4 million tons, consisting mainly of roots
and tubers. In Botswana, Madagascar, Namibia, Swaz-
iland, Zambia and Zimbabwe, growing conditions were
less favourable.

2. Production trends in industrial crops

54. Performance by regional producers of industrial
crops in the course of 1994 was mixed. Compared to
1993, there were percentage increases of 6.2, 15.9 and
3.7 for coffee, sugar and cocoa, and percentage declines
of 12.2, 7.0 and 4.9 for tobacco, tea and cotton, respec-
wvely (Table V).

Table V
Production of selected industrial crops in
developing Africa {1990 - 1994)

Average

Thousands of tons annual
percentage

___growth

1990 | 19911992 | 1593 | 1954 | 1950-1994

Coffee 12701196 | 1056 | 983 | 1044 4.8

Cocoa 1420)1262 12711332 | 1381 0.7

Cotton | 3520|3598 | 3425|3798 | 3611 0.6

Sugar | 5759|5708|5321[5175/5998 | 10
Tea 313 | 325 | 289 | 329 | 306 0.6
| Tobacco | 328 | 399 | 443 | 458 | 402 5.2

Source: FAQ, Agrostat Database, Computer Printouts, 7 .f

__November 1994 N

i W T - T

55. Coffee production in developing Africa increased
by 6.2 per cent from 983,000 tons in 1993 to 1.0 million
tons in 1694, Ethiopia has emerged as the largest produc-
ing country in the region. The coffee industry is being
restructured, with the introduction of a free market system
and the renovation of the transport and processing infra-

10

structure. In Uganda, coffee trees are being replaced with
high-yielding local robusta varieties that have been devel-
oped at Kawanda Research Station. In Céte d'lvoire,
production fell catastrophically from 286,000 tons in 1990
to 144,000 tons in 1994 - a decline of almost 50 per cent
in tess than five years.

56. Cocoa production in developing Africa increased
by 3.7 per cent from 1.33 million tons in 1993 to 1.38
million tons in 1994, In Cote d'ivoire, which is the world's
largest producer, the bumper crop of almast 850,000 tons
that had been expected in 1993/1994, became unreal-
isable in the light of the disappointing rains in July and
August 1994. In consequence, the estimate for the
1994/1995 harvest is as low as 715,000 tons, notwith-
standing the positive incentives of the Government an-
nouncement of a 31 per cent increase in the cocoa
producer price at CFAF 315 per kg. In Ghana, the second
largest producer in the region, production increased by
12.5 per cent. However, the contribution of cocoa to the
country's merchandise export earnings has been falling
steadily since 1989, when it represented 52.4 per cent of
the total, to only 26.6 percentin 1993, |n Nigeria, a severe
outbreak of black pod disease threatens to cause a big cut
in Nigerian cocoa production in the course of 199471995,
Heavy rainfall in Ondo State, where around 70 per cent of
the country’s cocea is produced, favoured the spread of
the disease towards the end of 1994 and may actually
reduce production to 100,000 tons in 1995/1996.

57. Cotton production in developing Africa declined
by 4.9 per cent from 3.8 million tons in 1993 to 3.6 million
tons in 1994, In Egypt, the largest regional producer, the
lint output in 1994/1995 is estimated at 325,000 tons
compared with 409,000 tons in 1993/1934, The reduc-
tion is ascribed to the decline in the area under cultivation
to 726,100 feddans {1 feddan = 0.42 ha) in 1994/1995
from 884,310 feddans in the 1993/1994 season. Accord-
ing to the International Cotton Advisory Committee {ICAC)
exports of Egyptian extra-fine cotton soared dramatically
in 1993/1994, to reach 40 per cent of world cotton trade.
Total production in Benin, Burkina Faso, Cameroon, the
Central African Republic, Chad, Céte d'lveire, Guinea,
Madagascar, Mali, the Niger, Senegal and Togo rose from
224,000 tonsn 1980/1981 to 441,000 tons in 1986/1887
and reached 517,000 tons by 1993/ 1994, The marked rise
in international prices, coupled with the 50 per cent de-
valuation of the CFA franc, will likely raise receipts in
domestic currency and foster a substantial increase in the
area under cotton cultivation in CFA countries in 1994,
Production may well reach a record 600,000 tons, from an
area of 1.37 million ha, but yields per hectare may be below
average because of the higher costs of imported inpuits
following the devaluation.

58. Sugar production in developing Africa increased
by 15.4 per cent from 5.2 million tons in 1993 to nearly
6.0 million tons in 1994. in Egypt. the largest sugar
producing country on the continent, production stagnated
at 1.1 million tons in both 1993 and 1994. In Mauritius,
output increased by 11.5 per cent in 1994, The sector,
which employs 35,000 sugar cane planters and move than
40,000 industry employees, is to be revitalized. In Swaz-
fland, production fell by 7 per cent in 1993/1994, but is
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expected to return to the levei of the three preceding years
as the drought recedes. In Zimbabwe, production in-
creased by more than tenfold in 1994, The subsector has
steadily recovered from the severe drought of 1991/1992
when production stood at a mere 9,000 tons.

59, Tea production in developing Africa declined by
7.0 per cent from 329,000 tons in 1993 to 306,000 tons
in 1994. In Kenya, the largest African producer, output
declined by 11.8 per centin 1994, The smallholder farmers
kad an additional incentive through the increase in
monthly advance payments per kg from KSh.3.00 to
KSh.4.50 for green leaf delivered to the factory. Other
factors which contributed to the increase include improved
maintenance of rural access roads, liberalization of the tea
industry, the introduction of auction of exports in dollars,
and the creation of retention accounts. Tea production in
Uganda has increased steadily, from 9,500 tons in 1992 to
12,300 tons in 1993, an increase of 29.5 per cent, and by
23 per cent in 1994, The increase is mainly due to the
rehabilitation of 70 per cent of the plantations,

680. Tobacco production in developing Africa de-
clined by 12.2 per cent from 458,000 tons in 1293 to
402,000 tens in 1994. In Zimbabwe, the largest producer,
output declined by 11.2 per cent in 1894, The 1994
tobacco selling season opened on a strong note, with
buyers offering an average price per kg of 883,35 Zim-
babwe dollars (US$109.86) for flue<ured tobacco, com-
pared to the average price in 1993 of 2% 802.62
(US$123.77). Following massive stockpiling of excess leaf
in 1993, tobacco farmers reduced the area under cultiva-
tion for the season by 25 per cent, and this contributed to
a reduction in output by about 170 miltion kg, bringing
supply into greater balance with demand. That move was
reinforced by lower production costs and concentration on
the cultivation of good quality crops. the soft, nature-ripe
tobacco which is in high demand on the international
market. After a break of 18 years, the Burley tobacco
auction floors opened in April 1994 with prices per kg
averaging Z$ 1,135.92 ($142,30). in Malawi, production
declined by 26.1 per cent. By September 1894, 98,000
tons of tobacco had been sold on the auctien ficors. Prices
paid for the 1994 crop averaged $1.38 per kg, 30 per cent
higher than in 1993. Tobacco accounts for some 65 per
cent of Malawi's export earnings but recent evidence has
shown that there has been an increasing tendency to
switch from tobacco and hybrid maize production to chili-
growing. There are now aver 5,000 farmers growing
chilies, compared with 100 in 1992, The price per kg of
chilies rose from 8 Malawi kwachain 1993 to K 12 in 1994
and may rise to as much as MK20 per kg in 1993,

61. Asin previous years, government policy initiatives
in 1994-1995 on rural development related to areas such
as poverty alleviation; rationalization and liberalization of
agricultural parastatals; subsidized ¢redit; price guarantees
and price support; sustainable agricultural activities in
combination with protection of the environment; and river
basin development.

62. Unlike the prevailing situation in previous years,
however, there seems to be a much more heightened
awareness of, and greater concerns for, the plight of the
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rural groups that are adversely affected by the process of
econcmic reforms. In Zambia, the Government took sev-
eral initiatives to support those most vulnerable through
the Programme to Prevent Malnutrition {PPM), the Food-
for-Work Programme and the Programme for Urban Seif-
Help {(PUSH), all aimed at providing short-term relief, in
Botswana, the 1994 budget had earmarked 335 million
pulas or 21 per cent of budgetary expenditure to the
Ministry of Local Government, Lands and Housing for the
Accelerated Land Servicing Programme, labour-oriented
relief projects which provide employment opportunities for
the rural population and for other related goals. In Ghana,
the food grain technology introduced in 1993 has begun
to produce results. In all 45 post-harvest grain villages have
been established, spread across the 10 regions of the
country.

63. In Cameroon, Burkina Faso and Chad, an integrai
component of the policy reform strategy is the creation of
a social safety net to protect the most disadvantaged
segment of the population. It takes the form of price
contrals for major cereals such as sorghurn and rice. In Cote
d'Ivaire, a fund of 3.1 billion CFA francs was created in
April 1994 for the purpose of helping small farmers to
up-grade their agricultural impiements and secure credit
for the purchase of fertilizers. In Tunisia, the Government
subsidizes barley production for livestock feeds and has
kept imported price of barley low. Small farmers also enjoy
subsidized seeds and fertilisers. The price of water for
irrigation has been cut and farmers' debts have been
rescheduled.

64. in Marocco, in order to prevent a collapse in the
price of wheat, the Government guarantees a floor price.
Farmers are in any event still feeling the financial effects of
two years of drought and the Government has taken
measures to help out by rescheduling crop finance debts,
and by reducing the price of fuel used for agricultural
purposes. In Kenya, a guaranteed floor is maintained for
producer price of major crops such as maize, wheat, rice
and sugar cane, based on international prices. In addition,
effective provisions for agricuitural credit have been insti-
tuted through the establishment of an Agricultural Devel-
epment Bank, which will have the mandate to accept
deposits from the public but will be confined to lending to
farmers and selected agre-industrial enterprises,

65, In many countries, the funds allocated to the
development of irrigation have been increased. n Swaz-
iland, for example, a major initiative to which the Govern-
ment 15 now committed is the Komati River Basin
Development Project. itincludes the construction of adam
on the Komati at Maguga but the main element of the
scheme is the development of approximateiy 7,500 ha of
irrigated land. The project will focus on sugar and citrus
plantation, and the construction of the dam is to start in
1997, in April 1994 the Government of Morocco an-
nounced that it was putting out to tender to private
contractors some 25,000 ha of State-owned land for irri-
gation. So far, 23,000 ha have been irrigated. The Niger
has launched a major rural development praject in the
Tarka Valley and in the catchment basins of the tributaries,
The total area covered by the project is 2,800 km? in the
Madaoua and Bouza districts. The objective is to improve
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foed security by using modern irrigation methods and to
raise producers’ income and investment potential through
impraved organization of marketing and input procure-
ment.

66. A strategy common to all the governments,
consists of ameliorating the management and operational
structure of public-sector institutions, including those deal-
ing with agricultural services. In Gahon, steps have been
taken to strengthen such institutions and to clarify their
finandial inkages to the Government. Similar attempts are
being made in Benin, Camercon, Ethiopia, Sierra Lecne
and Zimbabwe. In Ethiopia, for example, steps have been
taken to strengthen and increase the efficiency of some
publicsector institutions in the area of agricultural devel-
opment, while others have been dismantled. In Zim-
babwe, arrangements were underway to dismantle the
Agricultural Marketing Authority and to replace it with a
new institution called the Marketing Finance Corporation.
In addition, government subsidies on maize meal and other
basic foodstuffs have been discontinued.

67. In Madagascar, efforts have been made to mini-
mize State intervention in the marketing of vanilla, one of
the country's principal export crops.  In Cameroon, a
restructuring programme in the coffee and cocoa indus-
tries was initiated in 1991, when, among other things, the
system of licensing buyers was abandoned. In the second
guarter of 1994, arabica prices for farmers were allowed
to move freely for the first time. A vital element of the
programme is to improve the diffusion of information on
producer prices.

68. Daspite the series of policy pronouncements and
policy interventions by African governments to step-up the
production of foed and agricultural output, the region is
yet to stem the steady decline in food production per
capita. In the face of population growth rate of over 3 per
cent per annum, per capita food production showed a
negative growth rate of 5.3 per cent in 1991-1992 com-
pared to -0.1 per cent in 1981-1990 and a -1.3 per cent

during 1971-1980. The productivity of the African peasant
farmer has remained very low, mainly due to the shortage
of inputs; and so has the average productivity of agricul-
tural land in the region. In effect, much more remains still
to be done in the area of institutional and policy reforms
as well as the development of infrastructure, research
capacity, field extension services, access to credit, better
distribution of inputs, etc. There is an urgent need for
African governments to ensure that food selfsufficiency
objectives are complemented with food security strategies,
and to take a long-run view of the needed improvements
in food security on the region. Given the high population
growth rates in Africa, the increasingly limited land base,
the dependence on agricultural employment by a large
proportion of the rural food-insecure population, renewed
acceleration of agricuftural growth with sustainable tech-
nology remains a precondition for household food security
in the region.

Mining

65. Crude oil and electricity production in Africa
stagnated in 1994 while gas production increased mod-
estly. The available data on mining production show that
although there have been fluctuation in the levels of output
of individual products, the overall trend was downwards
in 1993, There are as yet no complete data on specific
products for 1994, nevertheless, preliminary estimates
suggest that cobalt and copper are continuing their down-
ward trend. The performance of other minerals and metal

ores is rather poor, with output of bauxite and gold
decreasing slightly.

. Fuels

70. Crude oil production was slightly lower than in
1993 (see Table VI below). Production increases in
countries such as Angola, Gabon and the Libyan Arab
Jamahiriya were offset by lower output in other coun-
tries, particularly Nigeria. The production by members
of the Organization of Petroleum Exporting Countries

I Table Vi F

' Crude oil production in Africa, 1990 - 1994 (millions of tons)

| Country/Group 1990 1991 1992 T 1993 ] 1994+
Algeria a/ 5810 | 6200 6150 | 5977 59.16
Gabon B 13.49 14,71 1478 14.77 15.73
Libyan Arab Jamahiriya 69.72 74.34 7435 | 6845 | 6862
Nigeria o 88.64 _ 93.06 9765 i 10210 | 9730
Subtotal OPEC 2996 | 22409 2828 | 74500 | 24081
Angola 23.65 24.90 27.39 2650 . 2816
Cameroon 8.06 747 ! 7.39 .. . B38 6.30
Congo 806 7.96 823 | 86 971
Cote d'Ivoire 0.99 066 0.44 0.51 ! 0.55
Egypt 43.82 43.93 46.10 4630 | 4650
Ghana 0.80 0.75 0.85 085 —_0%0 |
Tunisia - i 4.60 5.26 538 4.64 4.4
2aire 142 137 | 130 1.14 1.50
Subtotal non-QPEC . 91.39 92.40 9708 94.98 97.35
Total Africa L 32135 | 33644 34536 | 34007 338.84
Source: United Nations, Monthlv Bulletin of Statistics, various issues; OPEC, Annual Report, various issues; The Econamist
Intelligence Unit,Country reports: and ECA Secretariat -a/ ncluding condensates; * /Estimates
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{OPEC) declined to 240.8 million tons, 1.8 per cent
fess than in 1993. Non-OPEC production reached 97.4
milion tons in 1994, an increase of 2.5 per cent, with
the strongest growth of 6.3 per centin Angela and in
the Congo, where production rose by 12.1 per cent, t0 9.7
million tons.

71. In Nigeria, because of the oil workers’ strike,
production fell in the second and third quarters of 1994 to
about 1.9 million barrels a day (b/d) compared to 2 millon
b/d in the last quarter of 1993, Production losses were
most substantial duning August 1994, and major oil com-
panies, such as Shell Nigeria, were forced to declare force
majeure. Still, Nigeria's preduction for 1994 at 97 .3 million
tons remained the largest in Africa.

72. In the Libyan Arab Jamahiriya, preduction felt
slightly in 1993 due to the United Nations embargo, which
calied for a ban on the sale to the Jamahiriya of all
oil-related equipment, other than those required to pumgp
oil. The effect of the sanctions and the lack of investment
in the oil sector could become even more serious in the
future. In 1994, production edged up 0.2 per cent to 68.6
million tons, and the Government hopes to bring produc-
tion up to 2.1 millien b/d (equivalent to 104.5 miliion tons)
by 1996,

73, In Algeria, the estimate of 59.2 million tons of oil
produced in 1994 is some 610,000 tons lower than the
59.8 million tons produced in 1993. Despite the output
prospects of new oil fields, international oil companies
have remained cautious due to the country's current politi-
cal situation. However, it must be emphasized that Alge-
rian reserves of hydrocarbons are now thought to be
considerable, at par with those of Saudi Arabia.

74. In Egypt, production rose only marginally in
1994, by 0.4 per cent, to 46.5 million tons. In Tunisia,
production fell to 4.6 million tons in 1993 compared to 5.4
million tons in 1992. Qutput from the Cercina field, which
came on stream in June 1994, and from the Rubana field,
together with the doubling of production elsewhere,
helped to fimit the decline to 5 per cent for 1994 as a
whole. In Angola, the resuits achieved in 1994 were less
than planned, as significant capacities remained shut be-
cause of the cvil war. The rise in production was never-
theless impressive, and Angola has become one of the
major African oil producers. In 1994, crude oil production
stood at 28.16 million tons compared with 26.50 in 1993
and 23.65 in 1990.

75. Gas production in developing Africa is concen-
trated mainly in two countries: Algetia and Nigeria. Alge-
ria produces almost 67 per cent of African natural gas, with
a record output of 46.1 million tons in 1993 - only 0.4 per
cent more than in 1992. Given that national production
of natural gas is now greater than that of crude oil and
that reserves are such that it could be increased consider-
ably in the immediate future, there are renewed efforts to
bocst its production. In Egypt, praduction has more than
quadrupled since 1983 from 2.4 million tons t¢ 10.1 million
tons in 1993 - an average annual rate of growth of 14 per
cent. Efforts to boost production are also evident in
Tunisia, which has a great potential for natural gas than
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for oil. Total reserves are put at 84-180 billion cubic
metres, compared to the Algerian or Nigerian reserves
estimated at the end of 1993 at mare than 100 triflion m3,

76. Nigeria contributes 80 per cent of total natural
gas production in sub-Saharan Africa. In 1993, Nigerian
proeduction rose by 9.1 per cent, to reach 4.6 million tons
oil equivalent (TOE). Other gas producers in sub-Saharan
Africa are Angola, the Congo, Gabon and Rwanda. In
Gabon, production, including gas flared or reinjected,
averages 2.7 hillion m3 a year.

Non-fuel minerals

77. The available data on mining production show
that although there have been fluctuations in the leveis of
output of individual products, the overall trend was down-
wards in 1993. There are as yet no complete data on
specific products for 1994; preliminary estimates suggest
nevertheless, that cobalt and copper are continuing their
downward trend. The performance of other minerals and
metal cres is rather poor, with output of bauxite and gold
decreasing slightly.

78, The decline in African copper output has become
a permanent feature since the early 1950s, when produc-
tion started to slump at Gécamines of Zaire and at the
Zambia Consoclidated Copper Mines {ZCCM), which to-
gether account for 90 per cent of the region’s output. In
1993, production by Gécamines was a mere 50,000 tons,
compared to more than 500,000 tons in the late 1380s.
Production dropped in Zambia by 11 per cent in the same
year. African cobalt production is practically limited to
Zaire and Zimbabwe; and output has been in decline due
to the political crisis in Zaire. In 1993, aluminium produc-
tion in Africa remained almost unchanged at 618,000 tons,
after consecutive growth during the previous three years.
Since 1992 prices of phosphate rock have weakened,
leading to lower production levels in Africa for the third
successive year,

79. Total preduction of gold in Africa, which had
increased by 2 per cent in 1992, continued its upward
trend, reaching 676 tons in 1993. Most of the growth
came from Ghana, where production reached 41.4 tons,
an increase of 24.3 per cent, In ather producing countries,
cutput remained stagnant or increased only marginalfy.
Estimates of African diamond production total 34 mitlion
carats in 1993, 12.7 per cent less than the 39 million
produced in 1992.

80. Since the 1980s, most African countries have
sought to attract private investors, both local and foreign,
into the mining industry, thereby giving life to new policies
on mining activities which would tap their vast resources
and enable them to gain access to the considerable tech-
nelogical, managerial and marketing skills of the private
sector. To faciitate that process, governments are press-
ing forward with the sale of State-owned enterprises at an
accelerated rate. The most important examples have prob-
ably been the privatization of the Asharti Goldfield Corpo-
ration of Ghana, in April 1994, and the process, aimost
completed, in the case of ZCCM in Zambia. The result, in
the case of the Ashanti goid mine, is that the mine is once
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maofre rated as one of the world's top 15, and a host of 180
private companies are prospecting for gold in Ghana.

81. In Nigeria, the investment law was revised in
1993 to make it more attractive to new investors and
priority has been given to the development of solid miner-
als to reduce the dependence on oil. For that reason, the
new mining law puts emphasis on the need to diversify
away from the cil sector, in order to create a more
balanced development. In that connection, the Govern-
ment has set up a Minerals Development Bank to facilitate
soft loans to mining investors, while removing bureaucratic
delays which existed under the previous policy.

82. in Burkina Faso, a new mining code was adopted
by the National Assembly in May 1993. Its aims are to
encourage mining exploration, to give overseas investors
equal rights to those of national investors and to guarantee
the right to repatriate investment capital and revenues,
subject to normal taxatien requirements,

83. In Ethiopia, a new mining law was adopted in
1993 to encourage mining exploration. The law provides
exemption from customs duties and taxes on equipment
and materials necessary for mining operations; and makes
it easy for profits and dividends, principal and interest on
loans, and fees and other payments relating toinvestments
to be remitted abroad.

84. Be that as it may, a long-term objective for the
Africa mining industry in Africa should ke the development
of downstream transformation industries to produce fin-
ished and semi-finished goods for regicnal and subregional
consumption. That would be in the framework of regional
market integration for minerals and minerat-based prod-
ucts to ensure optimal use of resources. Itis only then that
the present external bias of the mining sector, which
hinders the development of basic industries in the region,
will then be overcome. To attain that objective, the devel-
opment, exploitation and utilization of mineral resources
must be guided by principles which seek to conserve
resources, protect the environment and enable the prod
ucts to be utilized domestically in Africa. That is not to
advocate regionalism or protectionism, but to lessen un-
due dependence on imports, a situation which deters local
industrial development.

C.

Manufacturing industry

85. Mid-way through the second industrial Develop-
ment Decade for Africa (IDDA-I), there is little or no
indication of the structural transformation of the manufac-
turing sector in most countries of sub-Saharan Africa. The
sector continues to be characterized by structural weak-
nesses such as low productivity, under-utilization of capac-
ity and inadequate industrial investments; acute
dependence on external sources of raw materials, technol-
ogy and other essential inputs; and obsalete machinery
and ilkmaintained equipment, With the fiberalization of
trade, the sector also faces problems of intense competi-
tion from cheap imports from relatively technologically
better-off developing countries, especially those of South-
East Asia, which are making rapid inroads into the African
market for basic consumer goods.

86. As shown in Table VlI, growth in manufacturing
value-added (MVA) of develaping Africa recovered in 1994
with an estimated increase of some 5 per cent following a
decline in 1993 and & modest increase in 1992 and 1993,
In comparison, the MVA for the entire Africa region was
slightly lower, on account of the 3,28 percentage growth
in South Africa in 1994, which itself is a significant improve-
ment over 1993. Preliminary estimates indicate a recovery
MVA in 1994 in all the subregions except the Central
African subregion where it is projected to decline by 8.7
per cent.

87. There were substantial variations in the perform-
ance of the manufacturing sector at subregional and
country levels in 1994, In Eastern and Southern African
subregion, for example, the growth of MVA which had
declined by 0.55 per cent in 1993, increased by 3.20 per
centin 1994, Growth in the real output of the manufac-
turing sector in South Africa, where it accounts for 23.5
per cent of national GDP, faitered in the first half of 1994,
because of the uncertainties of the pre-election period,
labour unrest, work-stoppages, and the decrease in capac-
ity utiization, but a strong rebound was recorded in
manufacturing activity during the fourth quarter of 1994,
The decline was most pronounced in textiles, clothing,
leather goods, paper and printing products, although ma-
chinery and transport also declined. According to the
Reserve Bank of South Africa, more than 50 per cent of

Table VI
Indicators of manufacturing sector performance by subregion and economic groupings (1992-1994)
Subregions and economic Share of MVA in regional MVA (%) Share of MVA in GD_J;'("",E)
groupings 1992 1993 1994 1992 1993 1994/" |
Developing Africa 65.50 65.47 65.86 12,69 1258 | 1291
| South Africa ~ 34,50 3453 | 3414 2429 | 2400 24,28
Africa 100.00 | 100.00 10000 | 1519 | 1505 15.36
North Africa 40.58 41.39 42.16 1519 [ 1532 1566
West Africa 9.34 9.22 956 | 805 T
_Eastern and 44.90 44.67 44.14 19.90 1971 | 1999
Southern africa L ]
Central Africa 5.18 4.73 413 | 1048 10.04 9.64
LDCs 995 | 970 | 925 | 982 9.57 963
Sub-Saharan Africa 60.34 59.68 58.88 14.83 14.57 14.85
Source: ECA Secretariat’ / Preliminary estimates o
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the major subsectors of manufacturing are close to full
production capacity or are moving guickly in that direction.
The low levels of investrment spending since the early 1980s
have also led to an increase in the average age of the
capital stock. There was however a rebound in the second

hatf of the year sufficient enough to produce an overall -

positive growth for the year. South Africa accounts for
about 77 per cent of the total MVA for the Eastern and
Seuthern African subregion. Of the remaining 23 per cent,
Zimbabwe is the most important contributor. Ethiopia,
Kenya, Zambia and Zimbabwe together accounted for an
average of close to 60 per cent of the manufacturing
output of the subregion in 1993-1994, with Zimbabwe
alone having a share of 30 per cent. ECA estimates a
modest recovery in the growth of manufacturing value-
added at 3.9 per cent for Zimbabwe in 1994.

88, In West Africa, trends in industrial sector per-
formance is set by Nigeria and, to a large extent Ghana,
Senegal and Cote d'tvaire, In Nigeria, the manufacturing
sector declined by 5.0 per cent in 1994 compared with 2.3
per cent growth achieved in 1993. The recession in manu-
facturing activities in the course of 1894 was traceable to
a combination of factors, including disinvestment by a
number of foreign companies, high production costs, in-
creasing smuggling activities, and uncertainty about eco-
nornic prospects associated with the political impasse n
the country. The high cost of production reflected largely
the high cost of borrowing and the general hike in tariffs
for utilities. The manufacturing sector is projected to grow
by 4.28 per cent in 1995, based on expected improve-
ments in the level of capadity utilization in the sector and
the impact of concessional loans and other incentives.

89. According to ECA estimates, Cote d'ivoire re-
corded an MVA growth of 0.8 per cent in 1994, the same
as the overall increase in GDP, following the decline of 0.4
per cent in the 1992-1993 period. In Senegal, there were
improvements in both GDP growth by 1.2 per centin 1994
compared to a decline of 2.0 per centin 1953, while MVA,
down by 2.5 per cent in 1993, recovered at a growth rate
of 2.6 per centin 1994. Following the devaluation of the
CFA franc, firms producing for the domestic market but
largely reliant on imported inputs have heen hard hit by
the high prices of imported inputs. As a result, turnaver
has reportedly fallen by 40 per cent on average in these
enterprises. Companies producing for the domestic mar-
ket but with a low import content have fared rather better;
the food, food-processing and textile sectors have been the
main beneficiaries. The main export sectors (groundnuts,
fish and potatoes) have undoubtedly benefitted from the
devaluation in terms of local currency turnover, while the
cement and chemicals sectors have alsc responded favour-
ably.

90. Manufacturing growth performance in Ghana,
though relatively modest in recent years, has shown steady
improvement since 1992, with MVA estimated to have
increased by 7.1 per centin 1894, These trends, to a large
extent, indicate the bright spots in the perfarmance of the
subregion’s manufacturing sector which are sometimes
overshadowed by the collapse of economic activities in
politically volatile countries like Liberia, Sierra Leone and
the Gambia,
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91 In North Africa, manufacturing value-added in-
creased by 1.9 per cent in 1993, and is forecast to surge
by 6.4 per cent in 1994. The pace of industrial growth in
the subregion in 1993-1994 was spearheaded to a larger
extent by Tunisia. The economy of Tunisia has averaged 5
per cent growth annually for over a decade, and its GDP
per capita is the highest in the Maghreb Arab Union. The
reform measures adopted in 1993-1994 were expected to
make effective contribution to project financing by
strengthening domestic savings mobilization and through
business funds and credit. Foreign investment in the
country is projected at US$7600 million during the plan
period, 1992-1996. In Morocco, the growth of MVA,
which stood at 4.0 per cent in 1992, sank to a negative of
4.2 per cent in 1993 before rising to 0.8 per centin 1994,
The manufacturing sector, which accounted for about
18.5 per cent of GDP in 1993, is suffering from stiff
competition from South-East Asian textiles and clothing.
Marocco currently has a significant advantage in wage
costs compared to the EU - a ratio as much as one to five
- but the Government is conscious of the risk of counting
too much on this differential as a basis for expanding
markets for Moroccan manufactures.

92. The industrial sector performance in the Central
African subregion was to a large extent affected by the
depressed economic conditions in Zaire which accounts for
a substantial share of the manufacturing output of the
subregion. Overall, the subregion has registered declines
in MVA growth in recent years culminating in drastic drops
of 9.41 per cent in 1992, 8.76 per cent in 1993 and an
estimated 8.79 per cent in 1994, The country’s investment
needs are estimated at US$9,000 million over the next
three years, eguivalent to its total external debt. in
Cameroon, the impact of the devaluation is becoming
increasingly evident with agro-industry showing a 66 per
cent increase in turnover in the first quarter of 1994 and
a massive 132 per cent rise in export sales. The food
industry, in particular, which uses a large percentage of
imported inputs, recorded a fall in turnover during the first
guarter of 1994 of 5.2 per cent, despite an average
increase in the sales price of 51 per cent.

93. The major areas of industrial policy in the course
of 1994- 1995 centred on the provision of special tax
incentives to manufactured goads for export and/or ex-
port processing zones, special assistance to srall-scale
industries, privatization and the stimulation of foreign
direct private investment. In Nigeria, for example, in the
budget for 1995, the following tax incentives were pro-
vided: {a) removal of any charge or tax on interest paid on
bank [cans for manufactured goods produced for expart;
(b) exemption fram tax of profits in the form of dividends
derived from manufacturing cempanies in petro-chemical
and liquified natural gas subsectors; (¢} the exclusion from
tax of ail expenses on research and development; {d)
remcval of restriction on capital allowance to manufactur-
ing companies. In Zimbabwe, the budget for 1994 pro-
vides the following incentives for Export Processing Zones:
(a) income tax at a rate of 15 per cent after a tax holiday
of five years; {b) exemption from withholding taxes on
dividends, royalties, interest and fees; (c) refund of sales
tax on goods and services; (d) exemption from income tax
of fringe benefits of persons employed in the export
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processing zones (EPZ); and (e) duty-free importation of
raw materials and capital goods. In addition, in recogni-
tion of the stiff competition that local industries face in the
international markets, the Government reduced customs
duties on textiles from 10 to 5 per cent and for clothing
from a range of 20-35 to 15 per cent across the board,
Further liberalization on the trade and exchange fronts,
that has effectively raised the export retention level to 100
per cent and introduced a marketdetermined exchange
rate, should also help industry to increase production,

94, In Uganda, a Harmonized Commodity Coding
system was introduced for import duties, excise duties and
sales tax. This comprehensive code is now being modified
to reclassify goods into luxury, intermediate and essential
categories. The principal features of this reclassification
are as follows: (a) duties on raw material imports for
industry are in the main being harmonized to a rate of 10
per cent; {b} thase for certain construction materials such
as paints, varnishes, tubes and pipes, sales taxes are being
reduced to 10 per cent; (c) sales tax on furniture, which is
currently 30 per cent, is now reduced to 10 per cent.

95. in Kenya, the duty rate on yarns and threads is
lowered to 30 per cent while that of zinc is lowered to 10
per cent. In additicn, selective dumping duties are im-
posed on subsidised imports where these are adversely
affecting local manufacturers. Two such dumped prod-
ucts that have been identified are PVA emulsion and tea
sacks being imported from South Africa at subsidized
prices. To make the dumping duties effective, na remis-
sion for dumping duties are available under the Export
Promation Programme Office (EPPO) or Manufacturing
Under Bond (MUB) programmes.

96. In Swaziland, under the Small-Scale Enterprise
Loan Guarantee Scheme, the Central Bank-guaranteed
loans are to be made available under a fund established by
the Government. The beneficiaries are small businesses
that otherwise would face problems of collateral for nor-
mal commercial lcans. To date, E7 million has been com-
mitted in guarantees, alfowing a total loan commitment of
E9.4 million which have benefited 365 borrowers, of
whom 131 were women, 124 men and 110 companies.

97. In Botswana, during 1993, a total of 446 projects
costing P60 million with a potential 1o create an additionat
5,355 jobs, were approved under the financial assistance
policy. Of the jobs to be created, 27 per cent would be by
small-scale local entrepreneurs, while 15 and 58 per cent,
respectively, would be in medium- and large-scale enter-
prises employing both citizens and non<itizens. Of the
total committed funds, 15 per cent would be for the
smatl-scale enterprises, while 10 and 75 per cent, respec-
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tively, would be for the medium- and large-scale enter-
prises.

98, In Ghana, up to 1993, a totat number of 101
enterprises have benefitted under the line of ¢credit com-
ponent of the project which is administered by the Bank
of Ghana. A total amount of US$24.7 million has been
committed by way of loans to small and medium enter-
prises in the manufacturing secter,

99. The Government of Tunisia, in its attempt to
stimulate FDI, has promulgated a new simplified invest-
ment law, made the Tunisian dinar convertible for pur-
poses of foreign investment, and created a foreign
exchange market, It has established "free points' (an
intermediate stage to a free-trade port), offering tax ad-
vantages to exporting companies. The "Agence de promo-
tion de l'industrie” (API) has launched promotional
campaigns to publicize the stable investrrent climate of
Tunisia: a modern and improved infrastructure; political
stability; a reasonably well-trained and adaptable work
torce; proximity to Europe; and, a free trade agreement in
the making with the European Union (EU).

100. in Morocco, privatization and FDI1 are driving a
boom cn the Casablanca Stock Market. Foreign invest-
ment funds now account for more than 45 per cent of the
activity on the stock exchange. A forecast in turn-over on
the stock exchange in 1994 is estimated at MD 86,000
million as compared to MD 48,000 million in 1993. The
country’s massive privatization programme is the second
major element in activity there. In the process of privati-
zaticn, through the "Société nationale d'investissement”
(SNI), the State has sold off its stakes, worth US$200
million, in the CTM-LN transpart company and the Sofac
Credit on the Casablanca stock exchange, The SNI itself,
which holds shares in some 40 manufacturing and financial
companies, is currently undergoing privatization. In total,
about 112 companies are to be privatized by the end of
1995, bringing an estimated MD 35,000 million to the
coffers of the Government.

101. In spite of the observable trends towards a
re-arientation in industrial development strategies and
policies in many African countries, an efiective and
early realization of the target growth rate of 8 per
cent per apnum that was set in IDDA Il for the
manufacturing sector is hardly in sight, given the en-
trenched structural rigidities, weak inter-industry and inter-
sectoral linkages, technological backwardness and poor
institutional and physical infrastructure in the region.
The investment needs for rehabilitation, infrastructural
development and capital deepening in Africa have
never been greater.
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Ill. EXTERNAL TRADE, DEBT AND RESOURCE FLOWS

102. The problems of Africa’s external trade, debt
and resource flows are closely linked. Recent develop-
ments have shown clearly that none of the three problems
can be resolved effectively without substantial progress on
the other. This is the harsh reality confronting African
policy makers and their development partners, [t sums up
the vicious circle that has to be broken if the continent is
to accelerate its recovery and resume steady and sustain-
able growth.

A. External trade

103. The indicators of Africa's merchandise trade
were mixed in 1994. On the one hand, trade performance
that year followed the global trend, benefiting frcm the
higher demand and increases in the prices of primary
commaodities, On the other hand, Africa’s share of world
merchandise trade in 1994, at 2.4 per cent was the same
as in 1993, but slightly lower than the figure of 2.6 per
cent attained in 1992, Summary statistics on trade for the
regioh are shawn in Table Vil

104. According to ECA estimates, the value of mer-
chandise exports increased by 4.2 per cent in 1994, while
the volume increased by 2.0 per cent, which implies a 2.1
per cent increase in the unit value of exports. By compari-
son, the value of exports decreased in 1993 by 7.5 per cent,
and export volume increased by 0.1 per cent in the face of
a 7.6 per cent decline in the unit value. Import values
increased by 6.5 per cent in 1994, made up of a 4.9 per
centincrease in volume and a 1.6 per centrise in unit value.
In 1993, the value of imports decreased by 1.4 per cent,
because a 1.4 per cent increase in vclume was more than
offset by a 2.8 per cent fallin the unit value, The increased
volume of imports in 1994, though modest, had a positive
impact on economic activity in many countries. In addition
to providing some respite from balance of payments pres-
sures, it enabled African countries to increase capacity

Table Viil
General indicators of the marchandise trade of
African countries (annual percentage change)
1980=100

L T TTresdi9s11992119931994;
| valve S 24314408 75|42
volume 7482140120
| Unitvalue 15711621 ,-7.6/ 2.1
| Imports _ 1 )
Value o 202]76/48|-1.4]65 |
Volume 114]51]27]14 49
Unit value 7926(2.1,-2.8|16
Temsoftade | 7.3]92[41/50/05]
| Purchasing power of exports  [15.2 -1.81-28|48.26
% share of developing Africa |3.0|28126|24]24
i world merchandise trade \ By i

Source: IMF, International Financial Statistics—
{various issues) Link, GATT, E(}r} §<_ecre;artat e;{@mates.

utilization because of greater availability of imported raw
materials and spare parts. Increased capacity to import
capital goods also revived the level of investment.

105. Export commodity prices of interest to Africa
rose at a foster rate in 1994 than in 1993. The overall ECA
Export Price Index showed an increase of 2.1 per cent in
1994 compared to a loss of 7.7 per centin 1993, Prices
of beverages, in particular, rose spectacularly in 1534 on
the export market. The Coffee Retention Scheme which
was putin place in October 1993, and the unseasonal frost
and drought in Brazil, and proaduction decreases in Colom-
bia, Cote d'lvoire and Indanesia resulted in a tight supply
situation for coffee. Consequently, the coffee price index
which has been in a persistent downward trend with the
suspension of the International Coffee Agreemant in Juiy
1989, rose by 99.9 per cent in 1994 compared with 22.9
per cent in 1993. Cocoa prices have also been on the
increase, rising by 25.5 per cent in 1994, after a 0.3 per
cent rise in 1993 and 7.8 per cent in 1992. Increased
speculative activity, encouraged by the view that cocoa
prices are now below historical trends, despite production
deficits, fuelled the rise in prices. The price index for rubber
rose in 1994 by aimost 24.7 per cent.

106. On the other hand, the ECA overall Import Price
Index rose 1o 1.6 per centin 1994 compared with a decline
of 2.8 per cent in 1993. The increase in the value of
imporis in 1994 was a reflection of moderate movements
in the prices of manufactures (0.7 per cent), which have a
large weight in African imports. Food import prices, an-
other important element, given the increasing share of
imports in the regicn’s food supply, increased by 5.3 per
centin 1994, after falling by 1.1 per cent in 1993.

107. Although both export and import prices in-
creased, the former increased more than the latter, and
the terms of trade price index (base year, 1990=100)
improved by 0.5 per centin 1994, as compared to a fall of
5.0 per cent in 1993, The purchasing power of exports
increased by 2.6 per cent in 1994, after falling by 4.8 per
cent in 1993, With 1990 as the base year of the export
and impaort price indices, terms of trade losses in 1994
would amount to 16.8 per cent of real exports. Similarly,
the first round income effects would ameunt to a 4.1 per
cent decrease in real GDP in 1984, With the steady
marginalization of Africa in world trade and its relatively
low and declining market shares, it is evident that African
economic fortunes and performance still depend a good
deal on the price movements of its limited range of com-
maodity experts.

Relatively static commodity structure and
limited progress with diversification

108. Table X summarizes the evolution of the com-
modity structure of Africa’s external trade between 1970
and 1993. The table reflects the striking iack of structural
transformation in African economies over the past twe and
a half decades.
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Fig. 4: Export, Import and Tarms of Teade, 1980-1994
Price Indlces (1990= 100)
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Table IX
Trade of African countries by commodity class, 1970-1994 (percentage)
__Exports. ] Imports
Commodity class 1870 1980 1990 1993 1970 | 1980 1990 1993
Food, beverages and tobacco 301 | 99 134 | 184 6.1 14.3 15? 12.6
Oils, fats and other crude materials | 14.8 7.3 8.9 9.1 76 59 53 | 6.1
- _excluding fuel L _
 Mineral fuels and related materials 38.1 75.6 62.5 57.3 5.4 9.3 9.5 89
Chemicals 5.6 0.8 47 41 | 81 8.3 8.9 94
Machinery and transport equipment; 1.3 0.4 19 & 25 43.6 375 | 377 39.3
| Other manufactured goods | 101 | 60 . 8B | 76 29.2 247 1 235 23.7
Total ] | 1000 | 1000 ! 1000 © 1000 | 1000 | 1000 ] 1000 | 1000

. Source: Un‘ite”d—Nations, .i\zénthly Bulletin of Statistics and ECA S&:r.é-tariat estimates.

109. The commodity composition of the region’s
trade continues to be dominated by exports of primary
commadities and imports of manufactured goods. In
1993, 86 per cent of Africa’s foreign exchange earnings
were derived from primary commodities while imports of
manufactured goods accounted for 73 per cent of the total
value of imports, a proportion that is not very different
from those of two decades ago.

110. Most African countries rely on a few primary
commodities for a major part of their export earnings, with
a high degree of commodity concentration as, forexample,
in the case of Burundi and Zambia. Minerat fuels and
related materials continue to dominate the region's ex-
ports, followed by beverages and tobacco. The doubling
of the share of petroleumin the export values of the region
after 1970 is essentially a reflection of changes in the price
of petroleum relative to those of other major commodities.
The price of oil doubled in the early 19705 and again
quadrupled in 1979-1980 while the prices of beverages
and tobacco have generally been on the dedline with the
exception of 1976-1977 and 1993-1994.

111. The increase in the prices of oll was also
accompanied by an increase in volume. During the
decade of the 1980s, the price of cil was on the

decline albeit at a slower rate compared to those of
other primary commodities.

112. In spite of the increase in prices of other primary
commodities in 1994, oif exports continued 1o account for
nearly 60 per cent of the total foreign exchange earnings
of African countries{see Table X).

113. Manufactured goods account for more than 70
per cent of imports. By and large, investment goods in the
form of machinery and transport equipments continue to
claim a high proportion of imports. While the higher share
of capital goods imports is encouraging, it nevertheless
reflects two basic weaknesses in the structure of the
region’s economies. The first is the continued heavy de-
pendence on the import of capital goods, signalling the
fact that a major technological transformation is yet to take
root in African economies. The second is the failure of the
manufacturing sector to make a significant dent in the
impart of consumer goods which absorbs the same pro-
portion of export earnings as it did in the early 1970s.

114, The relatively static nature of the commodity
structure of exports since independence attests to the
absence of substantive economic transformation over the
last three decades. In 35 of the 53 African countries,
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Fig. 7: Commodicy export prices, (760-1994
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Table X
| Exports of oil-exporting countries, 1990-1994 (billion US$)
[ 9gg0 T 1991 1992 1993 | 1994 % variation

7 | 1994/93
Algeria 13.0 12.3 12.2 0.3 10.5 1.9
Egypt 3.5 35 3. 33 34 30 |
tibyan Arab Jamabhiriya 11.4 10.2 10.0 7.7 7.3 -5.2
Tunisia 3.5 37 40 38 46 211
Nigeria 136 12.3 11.9 10.9 10.5 -3.7
Cameroon 1.9 1.9 1.9 1.1 1.8 63.6
Congo 1.4 1.0 1.2 1.1 1.2 9.1

~ Gabon 25 2.2 2.3 2.1 2.1 0.0
Angola 3.9 | 34 38 29 29 0

Total exports 546 | 507 504 432 44.3 25
Source: IMF, International Financial Statistcis; The Economist Inteltigence Unit; ECA Secretariat estimates.

non-oil primary commadities account for more than 50 per
cent of annual foreign exchange earnings. in nine coun-
tries, non-oil primary commodities account for maore than
90 per cent of annual exports while in another 18, the
share is no less than 70 per cent. This contrasts sharply
with developments in south east Asia where the share of
primary commodities fell from 63 per cent to 36 per cent
of total exports between 1965 and 1987.

115, Aware of the dangers of relying on a limited
number of primary commodities, African Gavernments
have adopted diversification schemes as an essential ele-
ment of their development strategies for several decades.
Such diversification schemes have taken two forms: vertical
and horizontal. The horizontal diversification strategy aims
at increasing the number of exportable primary commodi-
ties while the vertical option envisages domestic processing
of exportable commodities and the expart of processed
and manufactured goods. In the 1960s and 1970s, vertical
integration and diversification were distinct objectives of
the importsubstitution industrialization strategy. On the
whole, in most countries, the strategy failed to achieve its
chjectives, even though the nascent industries enjoyed a
good measure of protection and government patronage.
The reasons were both internal and external. On the
domestic front, vertical diversification required financial

capacity, technical know-how and mapagerial skills, re-
sources with which many African countries are pooriy
endowed. To the extent that these domestic constraints
were surmounted, there were major obstacles also to
overcome in external markets.

116. The first of these is the marketing problem. In
a world dominated by oligopolistic market structures in
which multinational corporations and brand names domi-
nate, breaking into developed country markets posed
extremely difficult problems that were not easy to sur-
mount. But the more pervasive constraint to the export of
processed and manufactured goods was the implacable
protectionism of industrial countries through tariff and, in
particular, non-tariff barriers. Over the years, the tariffs
impased on primary commodities have been substantially
reduced. At the beginning of the Uruguay Round nego-
tiations in 1987, trade- weighted tariffs were & per centin
the EU, 4.3 per cent in the USA and 2.9 per cent in Japan.
With processed and manufactured goods however, non-
tariff barriers remained in place.

117. While tariff escalation based on the degree of
processing was a major obstacle for African exporters of
processed goods and manufactured products, the more
serious obstacles were of non-tariff nature. These multi-
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faceted barriers, usually considered as domestic policies,
have heen excluded from the various multilateral trade
negotiations, despite their considerable impact on trade,

118, The SAPs adopted by practically all African
countries have not been very helpful o the diversification
drive. Devaluation has had a mixed impact. While, on the
one hand, it has made exports more competitive, it has,
on the other, depressed import<iependent commodity
production by increasing the cost of imported inputs.
Furthermore, credit restrictions and fiscal retrenchment
have alt increased the cast of domestic production while
trade liberalization has exposed domestic industries prema-
turely to competition from cheaper imports.

119. These obstacles notwithstanding, African coun-
tries have been making some attempts at diversifying their
economies and decreasing their reliance on a limited num-
ber of primary commodities, In practically all countries, the
number of commodities exported has increased substan-
tially over the last two decades (Table X1 ), although their
weight in total exports remains very small.

120. How significant are these experiences of diver-
sification, and what lessons can be drawn from them to
guide future policy in this sphere? Three observations are
pertinent. In some of the cilexporting countries, notably
Gabon and Nigeria, the diversification and concentration
indices have increased in tandem with the number of
commodities exported. In these countries reliange on one
or tweo export commodities {mainly oil) has increased while

non-oil exportables, though growing in variety, have yet to
make any significant impact on the structure of exports.

121. Some of the non-oil developing countries have
reduced their dependence on their major export commeod-
ity by introducing and successfully cultivating new and
non-traditional exports.  Particular mention should be
made of Morocco and Tunisia in North Africa, Ghana,
Senegal and Cote d'voire in West Africa as well as Kenya,
the United Republic of Tanzania and Zimbabwe in Eastern
and Southern Africa, for the strident progress they have
made in diversifying their exports. In all of these countries
the most important export commodity now provides less
than a third of foreign exchange earnings.

122. However, the most spectacular diversification
success has been achieved by Mauritius where the number
of commodities increased from only nine in 1970 to more
than 100 in 1990, and the concentration index fell from
93 per cent to 34 per cent. While sugar, the leading export
in 1870, accounted for 93 per cent of exports in that year,
in 1990, textiles and apparel which had become the lead-
ing exports accounted for 34 per cent of exports.

123. The EPZ in Mauritius was estimated to have
generated 33 per cent of salaried employment, accounted
for 88 per cent of manufactured employment, contributed
close to 60 per cent of gross domestic exports, and 15 per
cent of GDP. What makes the experienze of Mauritius
unique is its extracrdinary achievements. At the start of
the £PZ period in 1970, Mauritius had literate labour force,

Table XI
Diversification and product concentration indices in the export of selected African countries, 1970 - 1990
! Number of commodities Diversification index * Concentration index 7
I exported’ o
1970 j 1590 1970 1990 1970 1990
Oil exporters . R Y _ .
Libyan Arab Jamahiriya o3 37 0946 0888 | 0.999 D841
| Algeria 76 .8 0831 0883 | 0.652 0.554
| Gabon ! 21 | 39 | 0883 0913 0.500 0.770
Nigeria 83 | 117 | o815 0915 | 0583 0952 |
| Congo - 18 | 26 0895 0886 | 0486 | 0707
| Cameroon 61 116 0.831 L o777 | 0311 | 0272
Egypt 87 154 0784 |  0.700 0.442 0.440
Non-oil exporters
Zambia 22 45 0.963 0932 | 0952 - 0.823
Mauritius o 9 101 0568 | 0711 0930 0.338
Tunisia 70 174 0.754 0668 0260 | 0200 |
Senegal - 82 92 0.793 0.857 . 0317 0.280 |
Cate d'Noire 81 130 0.863 0856 | 0422 | 0312
Zimbabwe 165 0782 v | 0327
Moroceo 84155 | ©8l6 | 0756 0292 | 0166
' Ethiopia STl ma T ITT 2 TTT osS9 . 093¢ | 0603 | 0698
Ghana 24 B 56 0941 | 0807 | 0752 0377
Malawi 23 29 0.908 0.926 0.473 0.686 |
Kenya 7 123 0918 0.805 0.499 0.309
Tanzania, United Republi 49 74 0.848 0.832 ___0.255 0.262 |
" Uganda 28 26 0916 | 0948 0.596 0.699
Source: UNCTAD, Handbook of International Trade and Development Statistics 1984, 1991 and ECA secretariat calculations.
! Refers to those commodities whose exports are greater than US$ 50,000 in 1970 and US $ 100,000 in 1991 or contribute
more than 0.3 per cent to the total export of the country.
Share of the two most important commodities in total national experts.
Hirschmann index normalized to yield values between 0 and 1 {maximum concentration). o
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a dynamic business community, weli-developed infrastruc-
ture and political and social stability. These structural
prerequisites for a dynamic economy were reinforced by a
¢conducive macroeconomic environment and imaginative
incentives structure.

124. The capacity of EPZ to transform an economy,
diversify the production base and increase the number of
exportables has not been lost on other African countries.
No less than 17 countries from Southern to North Africa
are emulating the Mauritian experience. Nigeria's EPZ in
Calabar became operational in early 1994 while in Zim-
babwe, Botswana and Uganda, preparations are under-
way. However, if there is one lesson that comes out very
clearly from the Mauritian experience, it is that while the
EPZ offers a possible approach to economic diversification,
it does not by itself guarantee success, Other policy meas-
ures are hecessary to ¢reate a favourable environment for
the diversification process.

. Declining shares in world trade

125. Africa’s share in world trade has declined stead-
ily since 1980. Between 1980 and 1993, when world trade
doubled invalue, Africa's external trade remained at more
ar less the same level in absolute terms. Africa is not only
failing to partake in increased world trade, it has been
steadily loosing ground to cthers. In 1980 Africa's share
in world trade and in the trade of developing countries
were 5 and 4 per cent respectively. Since then the share
of the continent in global trade has fallen to just over 2 per
cent.

128 In the early 1970s, Africa supplied 83 per cent
of the cocoa, 28 per cent of the coffee, 26 per cent of the
copper, 16 per cent of the cotton and 13 per cent of the
iron ore in the world market. Two decades later, the shares
of these commodities have declined precipitously: to 61
per cent for cocoa, 16 per cent for coffee, 14 per cent for
copper, 12 per cent for cotton, and 6 per cent for iron ore
{(Table XIl ). The major part of the decline is attributable
to new producers in Latin America and south east Asia,
and declining demand due to technological evalution and
changing consumer tastes.

127.The loss of market shares has important policy
implications, First, it points to the need for African coun-
tries to devote more effort to the production of their main
export crops, even as they pursue the policy of diversifica-
tion, Second, it shows that they should not iimit their
efforts to the production level but should aggressively
pursue the marketing end of the trade in primary commodi-
ties and processed products. Participation in internationa
trade fares, and strengthening of the commerdial wing of
their embassies in important markets could contribute to
the expansion of their exports while quality improvements
and contral would ensure customer loyalty.

128. Efforts toincrease market shares in the markets
outside the region should be supplemented with export
promation in the regional market as well.
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Table XII W

Africa’s 1990-1993 market loss/gain relative to |

_ 1970 - 1973 '

- i Market share | Lossin l{

Commodity | 1970-73] 198093 [ 199093 | rarket |

| 1950-1993 |

| ’ relative to

! 1970-1973

I A o S

Cocoa | 83.1 78.9 6G.7 270
_ Coffee 276 208 | 161 ]L 41.7
| Copper 264 | 195 136 | 485

| Cotton | 161 1 103 | 115 | 286
Petroleum 83 | %0 12.6 51.8
Iron ore 127 | 7.2 56 | 559
| Timber 6.0 48 31 48.3

Source: Calculatea from UNCTAd, Cofnmodity Year Book |
(various issues) and United Nations Monthly Bulietin of |
Statistics (various issues)

3. Marginal improvement in intra-regicnal

trade

129. There has been little change in the direction of
African trade. Developed countries still supply over 70 per
cent of Africa’s imports and purchase 80 per cent af the
exports. For historical reasons, the EU continues to domi-
nate Africa’s external trade, accounting for 73 per cent of
the region’s exports and providing 57 per cent of its
imports.

130. in terms of vajue, between 1980 and 1992,
food and beverages in intra-regional trade rose by 48.4 per
cent, and cils and crude materials by 120.3 per cent.
Mineral fuels registered an increase of 47.1 per cent, while
chemicals increased sharply by 211.5 per cent, machinery
by 231 per cent and other manufactures by 85.9 per cent.

131. Intra-African trade claimed 7.4 per cent of the
total trade in 1992; a significant improvement over tine
previous year. However, as commodity-wise analysis
based on Table X#i shows, changes in the compasition of
intra African trade have been slight. The share of food and
beverages, which was 24.4 per cent in 1980 declined to
20.6 per cent in 1992. The share of ails and crude
materials increased from 9.1 per centin 1980 to 11.4 per
centin 1992. The share of mineral fuels decreased from
40.9 per cent in 1980 to 34.3 per centin 1992. The share
of chemicals rose from 4.4 per cent to 7.8 per cent.
Machinery which accounted for 2.9 per cent of intra-re-
gional trade in 1980 rose to 5.5 per cent in 1992, The
share of other manufactures was 18.2 per cent in 1990
and increased to 20.3 per centin 1992.

132. The integration of South Africa into the African
regional economy can be expected to bring about far-
reaching changes in both the commadity composition and
magnitude of intra-regional trade over the coming years,
with increased regional sourcing as the most likely conse-
quence for industrial products. Also, harmonization of
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SAPs within subregional economic groupings, would facili-
tate the coordination of macroeconomic policies and thus
help to ease currency and payments restrictions which are
often more of a hindrance to intra-regional trade than
tariffs.

fleet is small and shipping costs are a higher proportion of
import costs in Africa as compared to other regions. Bulk
transport accounts for 40 per cent of African shipping, but,
in the past, African countries have concentrated on regular
lines that move only 20 per cent of their traffic. insurance

Table XIilI
Intra-African trade by commodity class, 1980-1992 (million US$)
1980 1989 1990 1991 1992
Value | % of Value | %of | Value | %of | Value | %of | Value | %of |
total _ | total total total total
Beverages, food & tobacco | 727 | 244 | 871 | 225 | 926 | 235 | 984 | 202 | 1097 | 206
Oil, fats and crude materials [ 271 | 91 | 483 | 125 | 486 | 124 | 594 | 122 | 597 | 14
| Mineral fuels | 1219 | 409 | 1123 | 291 | 1163 | 296 | 1622 | 333 | 1793 | 343
| Chemicals 131 | 44 | 333 | 86 | 312 | 79 | 356 | 73 | 408 | 78
. Machinery | 87 29 | 274 | 71 | 243 | 62 | 34t | 70 | 288 | 55
| Other manufactures 543 18.2 781 | 202 803 204 | 970 | 189 | 1064 20.3
Total 2978 | 1000 | 3865 | 100.0 | 3933 | 100.0 | 4867 | 1000 | 5229 | 100.0
Source: United Nations Monthly Bulietin of Statistics, May 1994. N

Balance of payments

133. Although there was a modest increase in export
prices in 1994, the deficit on the batance of trade increased
to US$8.2 billion compared with deficits of US$2.4 billion
and US$5.6 hillion in 1992 and 1993 respectively.

134. The net balance on the services account for
Africa has been consistently negative and is estimated at
US$6.9 billion in 1994, and US$6.2 billion in 1993, reflect-
ing the increasing payments for insurance, freight and
other non-factor services payable to non-African suppliers.
Net factor income, which has been consistently negative,
amounted to US$15.5 billion in 1994. Official transfers
stood at US$ 10 billion in 1994 from alevel of US$9.7 biltion
in 1993. Private transfers stood at US$10.1 billion in 1994,
after reaching US$9.5 billion in 1993, The balance on
current account recorded a deficit of $$10.5 billion in
1994 as compared to a deficit of US$7.8 billion in 1993,

135. The most promising component to turn around
the consistently negative service balance is "travel and
other transportation”. This item, which mainly constitutes
earnings from tourism, has not only been making paositive
contributions to the service balance, but has been on the
increase, with an even more promising future. Travel
receipts increased their share in ‘income from services"
from 25 per cent in 1985 to 33 per cent in 1992, Conse-
quently, aver the same period, the net contribution of this
subsector increased from 12 per cent (US$85 million) to
18 per cent (US$2.6 billion} in the balance on the service
account,

136. Payments for shipment costs are much in excess
of their receipts. This reflects the dominance of developed
countries in the areas of shipping and insurance, as well as
the effect of increased imports, rising freight rates, and
discriminating rates charged to offset the cost of idle time
that ships are forced to spend at the ports of developing
countries because of poor faciiities. About 95 per cent of
Africa’s fareign trade is seaborne. However, Africa’s own

charges are usually aggregated with freight, and the insur-
ance and reinsurance business are dominated by non-Afri-
can firms. Furthermore, even where insurance is done
with African insurance companies, the re-insurance would
still have to be done abroad. A review of the statistics on
services between 1985 and 1992 reveals that in the case
of shipment, inflows on account of freight and insurance
accounted for 10.6 per cent of inflows for services in 1985,
while in 1992, it accounted for only 6.4 per cent of inflows
for services. In 1985, outflows on account of shipping and
freight accounted for 33.8 per cent of outflows on account
of services while 30.2 per cent of all outflows were on
account of shipping and insurance in 1992, Net outflows
for shipment, which were US$6446 miilion in 1985 rose to
US$7331 million in 1992,

Table X1V
___Balance of payments, 1990-1994 (million U5$)
| 1990[ 1991 | 1992 | 1993 | 1994
Exports | 949 | 96.5 | 94.2 | 87.9 | 89.6
Imparts 80.7 | 91.7 | 96.5 | 93.5 | 97.8
Trade balance 90.7 | 91.7 [ 96.5 | 935 | 97.8
‘Services (net) 69 | 77 | 69 | 62 | 69
| Unrequited transfers| 17.2 | 18.1 | 18.6 | 18.2 | 20.1
official 85 | 85 | 86 | 97 | 100
Pivate 1 87 | 96 | 99 | 95 | 101
Income (net) 1197 | -17.2 | -154 | 153 | -15.5
Currentaccount 1 -52 | 20 | 62 | -7.8 | -105 |
Capital account 22 (12014 72 | 70 | 341
includ. errors R ]
Overallbalance | -30 |-14.0-134 | -10.2 | -136
Change in reserves | -5.1 | 69 [ 21 1 43 | 56
| Cincrease) i _
Net external " 81 ZO.S‘J 155 | 145 | 192
financing i o

Source: IMF, World Economic Outlock and International
Financial Statistics; Economist Intellignce Unit; national
sources and ECA Secretariat astimate.,

22



137. Other transportation in the services account,
which refers to handling, anchorage, pilotage, towage,
aircraft landing, provision of ships stores and bunkers,
make a positive contribution to the services account of
Egypt and Tunisia because of their well- developed port
infrastructure and fadlities, In the case of sub-Saharar
Africa, they resulted in net, albeit declining, outflows
during the period 1990-1992, totalling US$572 million in
1990, US$336 million in 1991, before failing to US$96
million in 1992,

138. Other official services reflect the high foreign
expenses of foreign missions in Africa, On a net basis, the
services have made a declining negative contribution to
Africa’s service sector. In 1985, they accounted for 9.5 per
cent of the inflows to the service sector, while in 1932,
they accounted for 9.3 per cent of inflows. In the case of
outflows, in 1985, they accounted for 9.5 per cent of
outflows, while in 1992, they accounted for 8.7 per cent.

139. As already pointed out, the deficit on the
services account is made up largely of payments for bank-
ing, insurance and freight, emanating from the dispropor-
tionate dependence of African countries on fereign banks
and insurers, and foreign carriers, and is positively corre-
lated with the volume of trade. Therefore, it can be
expected that the services deficit will grow with an expan-
sion in the volume of trade, unless African countries redou-
ble their efforts to provide more and more of these services
themselves. This is likely to be an uphill task, considering
that the liberalization of services under the Uruguay
Round Agreement will expose African suppliers to even
keener competition from more efficient producers of such
services. This is the more reason why the development of
banking, insurance and transport and communication fa-
cilities to cater for the needs of external trade deserve to
be given more attention than has so far been the case.
Indeed, these crudial components of international transac-
tions should occupy a prominent place in the development
agenda of African Governments.

140. Since 1980, there has been an improvement in
the case of other private services like non-merchandise
insurance, reinsurance and banking related outflows,
which reflect some revival of the banking and insurance
industry on the continent, and the establishment of the
African Reinsurance Corporation in 1991, Other private
services accounted for 22.9 per cent of inflows in 1985,
while in 1992, they accounted for 24.6 per cenl. In the
case of outflows, other private services accounted for 32.9
per cent in 1985, and 31.1 per cent in 1592, On a net
basis, outflows on account of other private services fell
from its US$4,761 million tn 1985 to US$3,377 million in
1992.

141Given the small size of their economies and the
huge amount of capital required for establishing viable and
competitive enterprises in the services sector, cooperative
arrangements among African countries is indispensable to
success, There have been several proposals and some
attempts at subregional levels to establish shipping lines,
insurance and banking institutions, air lines, communica-
tion facilities, etc,

E/ECA/CM.21/3

1. Deficits on factor income reflect high cost

of debt servicing

142, The deficit on investrment income is a reflection
of the capital dependency of African countries on the rest
of the world and is unlikely to improve significantly in the
foreseeable future. Payments for investment comprise
interest payments on external debt and repatriation of
dividends on foreign direct and indirect {portfolio) invest-
ments. While both of these liabilities would continue to
generate resource outflow until the region turns a net
creditor, preference should be accorded to foreign invest-
ments. In addition to being a vehicle for the transfer of
technology, managerial and marketing skills, this kind of
resource flow would lessen the burden of mandatory debt
servicing since the subsequent outflow of payments is
conditional on, and derive from the productivity and prof-
itability of the investment inflows.

143. In the case of income flows, direct investment
income has always been negative for Africa. Interest and
dividend payments for foreign private investment repre-
sent a sizable component of the deficit in the invisible
account. Net receipts from portfolio investments have
likewise always been negative for Africa. In the case of
income-related flows in 1985, inflows due to investment
were 69,1 per cent of income flows, and, in 1992, it was
69.9 per cent. Likewise, outflows due to investment were
93.1 per cent of the income related outflows in 1985 and
93 per cent of the total in 1992. On a net basis, outflows
on account of investment rose from US$11935 million in
1985 to US$17360 million in 1992.

144. The share of infiows on account of labour
income fell from 30.3 per cent in 1985 to 28.9 per centin
1992, while the share of outflows on account of labour
income, which was 6 per cent in 1985, stood at 5.9 per
cent in 1992. The recessioninduced unemployment in
Eurcpe and South Africa reduced the demand for migrant
labour. The decline would have been even higher but for
the oilrich labour-poor Middle Eastern countries where
employment picked up following normalization of the
Persian Gulf war. Property income outflows have, how-
ever, been negative, but Jabour income has made a positive
contribution to income flows, The share of inflows due to
property income, which was 0.6 per cent in 1985 rose to
1.2 per cent in 1992, while the share of outflows due to
property income rose from 0.9 per cent in 1985 to 1.2 per
centin 1992,

. Trends in capital account and foreign in-

vestment

145. Net foreign resource inflow in 1994 was
US$18.2 billion, an increase of 32 per cent over the 1993
level. The major sources were external borrowing, al-
though non-debt creating flows in the form of foreign
investment are on the rise.

146. Inflows of foreign investment in 1994 were 7
per cent higher than their 1993 level and accounted for 39
per cent of the net foreign resource inflows. Although the
country destinations of such investiment tend to favour the
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cilexparting and mineralrich countries, others may alsc
attract foreign capital, given the drive towards privatiza-
tion of public enterprises, the emergence of stock markets
and the generally favourable foreign investment climate
now fostered by Affican Governments.

147. In the capital account, direct investment has
shown an irregular pattern across countries. Foreign direct
and equity investment is directly linked to productive in-
vestment, and fadilitates the transfer of technology, mana-
gerial and marketing skills. In the capital account, outflows
related to direct investment increased by 35.1 per cent
between 1985 and 1992, amounting to US5$3,253 million
in the latter year. Portfolio investment has been negative
in recent years. Outflows on this account increased from
US$165 million in 1985 to US$2,470 million in 1992. With
amortization payments and capital flight, net capital out-
flows from Africa have been persistently negative. Out-
flows on account of long-term capital increased from
US$377 million in 1985 to US$7,894 million in 1992, while
outflows on account of short-term capital increased by
37.9 per cent from US$2,794 million in 1985 to US$3,853
million in 1992. The ratio of reserves to imports for Africa
is low but improving. Reserves were worth 0,2 months in
1985, 1989 and 1990, 0.3 months in 1991, and 0.4
months in 1992 and 1993.

148. In all, Africa’s balance-of-payments problems
are a reflection of the lack of structural transformation in
African economies, and consequently, in African trade,
during the past three decades. The long-term solution to
persistent deficits is structural change and diversification,
which will increase the capacity of African economies to
minimize the impact of adverse developments and take
advantage of the opportunities in the world market. There
is need aiso for rigorous export promotion and a pro-
gramme to support domestic industries by improved infra-
structure, and a vigorous training programme for skilled
labour. Regional cooperation and intra-African trade
would make a major contribution to export diversification,
food security, export promotion, and the development of
banking, insurance and shipping services. All this will have
a favourable impact on Africa’s balance of payments in the
long term, and protect African countries from getting
bogged down again with an intractable debt burden.

External debt

149. According to the World Bank, developing coun-
tries debt may have reached US%1,945 biliion by the end
of 1994. This is a continuation of the fast growth in debt
commitments which started in 1990, and has since accel-
erated, increasing by 7.3 per cent in 1994, compared to
6.8 percentin 1993, an average of 5 per centin 1990-1992
(Table XV).

150. This development is essentially due to the
increase of new debt commitments, and particularly of
private capital investments in the “new emerging econo-
mies' of South East Asia and Latin America. According to
the IMF (World Outlook, October 1994), the average value
of net foreign direct investment {FDI) in developing coun-
tries was US$34.2 billion per yearin 1990-1993, compared
to US$13.3 billion only in 1983-1989. Thus, a very impor-
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External debt of developing countries by region,

| Category | 1990 | 1991 | 1992 | 1993 [1994 "
Developing Africa | 296.7 | 299.9 | 297.3 | 301.7 [ 312.2
of which: 1769 | 180.4 | 179.3 | 1B3.8 | 193.7
| -Sub-Saharan Africa N B ]
North Africa 11198 119.5 | 118.0 | 117.9| 1185 |
East Asia and the | 268.4 | 3016 | 331.2 | 367.7 | 415.2
Pacific |

Europe and 286.4 | 311.3|233.0| 3698 4026
| Central Asia i

Table XV

1990 - 1994 (US$ billion)

Latin America and 476.07_490.5 '500.0 | 525.7 | S47.0
the Caribbean ‘

Middle East | 53.6 | 58.1 | 60.9 | 67.4 | 77.9
| South Asia 127.5 | 133.6 [ 141.2 | 146.1] 155.8
All developing a/ (1539.3|1626.7/1695.7|1811.8
countries”

Source: World Bank, World Debt Tables 1994-1995,
December 1994

3/ including unspecified debtors

P/ projections

tant change has occurred which, unfortunately, however,
has bypassed the African region, where the same type of
flows averaged a mere US$1.8 billion in 1990-1993, hardly
more than the US$1.4 billion registered in 1983-1989.

151, External debt, which is estimated fo have in-
creased by 3.2 per cent to reach US$312.2 billion by the
end of 1994 (table 1.9), therefore has grown at a slower
pace than in other developing areas: East Asia and the
Pacific (12.9 per cent), the Middle East (15 per cent), South
Asia (6.6 per cent), and Latin America and the Caribbean
(4.0 per cent). Africa’s debt is also the least important, in
volume terms, estimated at 16.0 per cent of the total of
developing countries’ debt; but it is the heaviest in per
capita terms and in terms of African countries’capacity to
service,

Fig. 8 : External deb1 of developing coantrles
1970-1994
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152. When indicators such as debt/GDP, debt/goods
and services exports, and debt service/goods and services
exports ratios, are taken into account, the situation for
Africa is not only the worst; it has gotten worse rather than

E/ECA/CM.21/3

in 1993 while that of long- and medium-term official debt
decreased over the period 1991-1993, and levelled off at
US$240 billion. The share of interest arrears in short-term
debt rose from 33 per centin 1990 to 37 per cent in 1992

(*) Preliminary estimates
a/ including the Sudan
b/ including South Africa

Sources ECA Secretariat calculations based on the World Bank's World Debt |abies 1994 19495 and various soufces.

153. While debtservicing payments remained very
high, the persistent negative net transfers on debt over the
entire period 1990-1693 is attributable to the low level of

fresh dishursements.

Furthermore, despite various re-

scheduling efforts, arrears were accumulating, compound-
ing the problems of repayment and adding to the overall

debt stock.

It is noteworthy that the value of short-term

debt rose from US$37.6 billion in 1590 to US$45.3 billion

improved with time (See Table XVI ). and virtually reached 41 per cent in 1993.
Table XVI
o Africa’s external debt and debt service, 1991 - 1994 o ‘
- - 1991 | 1992 [ 1993 1994 * !
‘T);:al external debt L - {Billions of dollars) . L
| Total Africa I 2o9e L2973 3017 [ 322 i‘
_ .Narth Africa a/ o 118.5 _18g i w7 97_7 I R A % !
B . Sub-Saharan Affica 163.3 162.9 169.0 f 177.3
{excluding South _ ] S I
_South Africa ] 71 | 1ea L 1as 16.6 |
Debt service paid 1 _ ~ (Billions. of dolla:s) N B
Total Africa 29.7 C 290 283 263
3 -North Africa 158 16.1 %3 1 18Ss
! . Sub-Saharan Africa 10.2 : 86 ! 7.4 8.2 :
- {excudingSeuth | } o i 1 L }
L - South Africa 37 1. a3 ! ____4 6 B 16 ¢
| Debt service due R o {Billions Of d0|| ars) o
| Total Africa | 448 388 398 .
i . North Africa 23.1 | 184 18.5 I
B _Subsaharan Africabj | 210 | 214 13
- - L o RATIOS (m per cent} -
Debt to GDP - o I
Total Africa o &1 T ese 661 716
NorthAfdca | 658 | 679 68 654
- Sub-Saharan Africa b/ 67.3 64.2 J  BB5 B 6.0 o
| .SubSaharan Atiica | 1021 | 989 | 107.9 126.0
EL {excluding South | ,, _| ) L I o o
[ - South Africa 158 EET| B2 1 1as
; Mods and services exports i e - ]
Total Atrica - - 2233 2167 2280 2313
. .North Africa o 2221 2107 ) 215.1 2236 |
_subSaharan Africab/ 2241 2208 , 237.2 236.2
" 'sub-Saharan Africa o 310.5 b 3-1 2__‘/' B ;7 3387— 777777 777733? -
- {ex<luding South 1 o o |
) South Afrlcq_ R L. _ 61.3 B 7576757” 7] N 537377 7 N _553 A
Debt service to goods and services exportsﬁ ) o o o ________ T i
Total Africa | 22.1 ! 211! 214 1 g5
T - North Africa T 294 [ 288 297 31.1 Il
_Sub-Saharan Africa b/ R 15.9 L 155 120 B
Sub—Saharan Africa (excluding South L 19_4 o __1_(-37_577777777E ) 14.8 19.5
__.SouthAfrica | 13.3 14.7 f 159 | 58

154. The overall tendency depicted above conceals
important differences among regions and countries, The
external debt stock for the six countries of North Africa,
the Sudan inclusive, rose only slightly in 1994, by 0.5 per

cent, whereas there was a record 5.

4 per cent increase in

the external debt stock for sub-Saharan Africa. The debt
and debt-service ratios for sub-Saharan Africa were 76 and
12 per cent compared to 65.4 per cent and 31.1 per cent
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for North Africa. In North Africa, net transfers on debt fell
from US$-3.5 billion in 1992 to US$-5.4 billion in 1993,
indicating that debt service payments far out-stripped fresh
disbursements. In sub-Saharan Africa, there was a slight
improvement in net transfers on debt over the period
1992-1993 and a significant development in 1994 when,
for the first time since 1991, a positive balance of about
US$2 billion emerged from the disbursements and pay-
ments made for the year, But the improvement in net
transfers to sub-Saharan Africa, significant as it is, cannot
be interpreted as an indication of a larger resource inflow
in 1994. Rather, it conceals the difficulty facing sub-Saha-
ran Africa in servicing its debt, with arrears increasing by
US$3 billion, from US$37 billion in 1993 to about US$40
billion in 1994,

155. It is well known that the African debt crisis has
been fuelled, in part, by a global finandial crisis. It is
therefore not a temporary liquidity crisis that could be
resolved by the rescheduling agreements designed by the
Paris Club or London Club creditors. Furthermore, Africa’s
socic-econcmic problems have greatly intensified in the
past four years. During this period, many African countries
have not enjoyed the stable domestic conditicns and sup-
portive internationat environment which are prerequisites
for sustainable growth. Among the domestic problems
were more vocal social claims, even as resources became
more scarce, and disorganized and weakening national
mechanisms and institutions. The unfavourable terms of
trade for Africa’s major exports in the world market for
most of this period made matters worse, by reducing the
capacity of governments to cope with domestic pressures.

156. Given the poor results obtained in Africa under
the various debt relief schemaes, it is necessary to reconsider
the debt issue and its effects on the prospects for African
economic recovery and growth. The current debtrelief
schemes are mare of palliatives, suited to countries whose
payment defaults result from temporary liquidity crisis
rather than from serious solvency crisis and structural
economic problems requiring long-term remedial meas-
ures. The majority of African countries, more particularly
those whaose crisis can be resolved only by raising and
maintaining export revenues at a level compatible with
their debt servicing, have all undertaken comprehensive
programrnes of economic reform over the past 10 years.
However, such reforms in themselves have not been suffi-
cient 1o restore private investor confidence or bring the
debtservice burden down to manageable proportions.

157. While the efforts deployed so far by the hilateral
creditors have provided partial relief for the official debt
burden of very few countries, most of the heavily and
severely indebted countries are still facing enormous pay-
ment difficulties. Of the 36 developing countries whose
debt overhang ratio (that is, ratio of present value of debt
to goods and services exports) and liquidity burden ratio
(that is, ratio of debt setvice due to goods and services
exports) were, respectively, higher than 200 per cent and
15 per cent in 1994, 28 are in sub-Saharan Africa. Such a
situation calls for radical and exceptional measures if these
countries are to emerge from the debt crisis trap. Most of
the efforts have focused mainly on officiat debt, but the
complexity of Africa’s debt problems requires that other

components of debt, in particular commercial and multi-
lateral debts, need to be taken into account, lest they
undermine the efforts made on official debt. Indeed, only
a coordination of all debt relief initiatives, within a global
framework, would make it possible to break once and for
all the vicious circle of the debt crisis.

Flg.9: Severily lndebted Low-Incoms Countries In tha imb-Ssharan Africa
Soms key debt Indicators, 1990-1773
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158. The restructuring exercises which followed the
Toronto and Trinidad summits of the G.7 certainly set the
stage for a new approach to the problem of debt burden
alleviation, because arrangements for reductions of debt
stock and debt service were for the first time introduced
into the mechanisms for renegotiating official leans and
officially guaranteed credits. Nevertheless, because of the
restrictions attached to the scope of coverage, certain
types of loans and certain categories of debtor countries
were left out. For example, for the low-income countries,
ODA debts were not cancelled. Also, the measures had
very limited impact on the financial situation of countries
such as Cate d'lvoire, the Niger and Nigeria, whose debt
structure is dominated by bank loans. Moreover, the issue
of lending by the muitilateral finandal institutions re-
mained unaddressed. Indeed, the fact that loans con-
tracted from those institutions could not be renegotiated
- and even more, that arrears could not be tolerated -
meant that some of the resources obtained from bilateral
creditors were transferred 1o those institutions. The direct
consequence was that liquidity did not improve as much
as it should, while failure to reduce the risk of payment
defaults made the chances of mobilizing funds from pri-
vate donors rather slim.

159. In December 1991, the Paris Club instituted the
Enhanced Toronto Terms containing for the first time
provisions paving the way for a partial reduction in some
categories of official debt and debt service and publicly
guaranteed commercial debt of the poorest countries
eligible to the IDA. This measure was accompanied by
other unilateral initiatives taken individually by bilateral
creditors to reduce the debt related to their ODA pro-
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gramme. Along with such initiatives, the World Bank
decided to offer heavily indebted countries a series of debt
relief options, like the IDA Debt Reduction Fadility or
excepticnal IDA allocations which would enable such Afri-
can countries like the Congo, Mozambique, Niger, Sao
Tome and Principle, Uganda and Zambia to pay up their
commercial debt arrears or arrears owed the Bank itself.
More recently, at the prodding of the December 1994 G.7
Summit, the Paris Club creditors are now willing to grant
up to 67 per cent of debt or debt service to low income
countries with acute debt overhang provided they imple-
ment SAPs for three consecutive years.

1860. Efforts by the African countries to improve their
external competitiveness are not by themselves enough to
provide a solution for their debt crisis, even on a medium-
term basis. Therefore, an effective solution to the African
debt crisis requires - among other macroeconomic policy
orientations - meaningful and multidimensional measures,
involving specific commitments by both crediters and debt-
ors. If the lending community were to adopt multifaceted
radical measures that went beyond the limited framework
of financing payment arrears, to inciude immediate and
massive concessional flows in conjunction with debt relief,
the countries would be able to emerge from the vicious
circle of the debt trap and of repeated rescheduling, The
African Common Position on External Debt adopted in
1987 at Addis Ababa by the Heads of State and Govern-
ment of the Organization of African Unity remains still
topical in that respect.
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161. Admittedly, African countries, themselves have
a major role to play in taking appropriate measures to
restructure their economies and to create an enabling
environment for domestic and foreign investment. How-
ever, there are two factors which are far from being
controlled by African policy-makers: the dependence of
African economies on the industrialized countries, and the
high degree of exposure of African countries to external
shocks. Reducing their external dependence, and develop-
ing the capacity to cope with changes in the external
environment, require long-term restructuring and adjust-
ment which would require a good deal of international
support to accomplish.

162. The external debt crisis of Africa must be placed
within the global context of Africa’s relations with the
test of the world and seen as a central element in
the economic crisis of the continent. Hence, the
formulation of a specific strategy to deal with the
African debt crisis must be built around two major
integrated policy measures: the first is immediate
action tc relieve the pressure of debt so as to avoid
a disintegration of the present fragile economic and
social structures; the second is 1o restore the external
viability of African economies and create favourable
conditions that would attract the financing necessary
to achieve economic recovery and promote sustainable
growth - the only feasible way to emerge from the
present economic and financial crisis.

Table XVii
Total net resource flows to Africa and Sub-saharan Africa, 1985 and 1990-1992 (Billion $US)
- ) Africa N o 1 SubsSaharan Africa
1985 | 1990 | 1991 | 1992p | 1985 | 1990 | 1991 | 1992p
1Official Development Finance |  14.7 248 246 | 279 9.7 20.0 18.9 20.0
(0DF)_ L
1.1. Official Devalopment 11.4 22.1 228 248 84 171 17.1 17.7
Assistance (ODA) o o e ‘
of which: . bilateral disbursements 8.1 160 | 16.7 175 5.6 115 1.0 11.2
| multilateral disbursements 3.3 6.1 6.1 73 . 28 5.6 6.1 | ¢ 65
B 1.2. Other OOF 33 | 27 [ 18 | 31 ]___ 13 2e 18 | 23
of which: _ bilateral disbursements 21 | 08 0.1 1.0 17 Q.7 20 1.3 1.5 |
multilateral disbursements | 1.2 | 19 17 Al 0.6 0.9 0.5 o8
il Total export credits__ 21 } 09 02 16 3.1 0.8 0.5 10
of which: shortarm | 13 | 24 | 04 | 06 | o8 | 10 | o3
B ll. Private flows 28 1.0 A5 | 47 16 | 08 | 01 | 10
1, Directinvestment | 0.5 02 | o5 | o6 | 02 | 03 04 3.5
2. International bark lending | 0.8 0.8 4.0 -2.5 08 | 1.0 2,0 1.0 |
3, Totalbondlending | 0.4 = . -
4. Other private 0.1 £ a3 02 1 04 e 0.2
5. Grants by non-governmental 1.0 1.7 1.7 0.9 1.5 1.5 |
| _organisations __ . I - — .
Total net resource flows 19.6 267 | 233 | 246 | 144 [ 20.0 18.5 18.0
o i _ At 1991 prices and exchange rates - L _ i
Total net resource flows | 34.0 27.7 | 233 232 | aas | 27 | 185 170 |
Total ODF e 255 | 257 246 263 168 | 207 18.9 18.8
Total ODA receipts 215 264 24.7 233 159 f 18.1 172 16.7
Source: OECD, Financing and External debt of developing countries, 1992 Survey, Paris 1993,

Page 27



E/ECA/CM.21/3

D. Resource flows

163. At 1991 prices, net resource flows to the region
were US$23.2 billion in 1992, compared to US$27.7 bilion
in 1990 and US$34.0 billion in 1985 {Table XVil ). The
indications from figures of net ODA flows from the Devel
opment Assistance Committee (DAC) countries, multilat-
eral institutions and Arab countries to Africa are that ODA
to the region has been falling in current and constant terms
since 1950.

164. In 1993, net ODA flows to the region amounted
to US$21.4 billion compared to US$24.7 billion in 1992
and US$25.1 billion in 1990, At 1992 prices, however, net
CDA flows declined by 11.4 per cent in 1993 to US$21.9
billion, and were only 79.4 per cent of their 1890 levels -
an average fall of 5.6 per cent a year in real terms (Table
XVHI).

Table XVill
Net official development assistance to African
___subregions, (millicn US$)

' Region 1990 1991 1992 1993
North Africa 7183 6988 5428 3444
| Sub-Saharan Africa | 17452 | 17162 | 18755 | 17582 |
Others | 491 | 532 | 520 | 428
Total 25136 | 24682 | 24703 | 21454
Total {at 1992 27574 | 26166 | 24703 | 21890
| prices)

Source: OECD, Development Cooperation Report 1994,
 Paris 1994

)

165. The steady decline in rescurce flows to the
region in the past 8 years is in contrast with the growth
and financing requirements of developing Africa, particu-
larly the low income African countries. These countries,
because they are faced either with a sharp contraction in
private flows or are unable to borrow from international
money markets, have the bulk of their external resources
currently provided by hilateral and multilateral donors.
Those countries face various internal and external difficul-
ties: macroeconomic instability, social turmoil, civil strife,
weak and disjointed institutions, heavy debt burden, unfa-
vourable international economic environment and deterio-
rating terms of trade. Their poor performance has
deepened the distrust of investors, accentuated the with-
drawal of private donors and increased their dependence
on official development finance (ODA).

166. Since 1990, there has been a marked change
in the structure of resource flows: the relative increase of
ODF, estimated at US$3.1 billion for the first three years
of the 1990s, was not enough to compensate for the
dwindiing receipt of private resource flows. The share of
bilateral donor disbursements has decreased steadily over
the years since 1985. While it accounted for 70 per cent
of ODA in 1985, it fell to 68 per cent in 1991 and to 66
per cent in 1992. While multilateral disbursement has
increased over the period, the trend has been irregular.
What is more, the volume of muitilateral lending has been

modest when compared to the financing needs of the
poorest developing countries as a group.

167. In the case of kilateral official lending, the
concessional element fell by half from 1989 to 1993. In
the case of multilateral lending on concessional terms,
which accounted for 45 per cent of official loans in 1985,
the proportion has exceeded 70 per cent since 1990. In
contrast, technical assistance grants expanded by nearly
20 per cent between 1990 and 1993, The trend of the
latter component of ODA would seem to suggest that part
of the bilateral inflows has been diverted to technical
assistance, whose cost and effectiveness are increasingly
being called inta question.

Fig. 10t Total mat resource fMlows ¢ Africa and other dealoplng counrmu
1790-1992
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168, With regard 1o private financial flows, there has
been a slight recovery in foreign direct financial and port-
folio investment but it has been confined to a few countries
where economic reforms, in particular the privatization of
public enterprises and parastatals, created opportunities
for equity participation or where the best opportunities for
profit exist on account of a stable and expanding economic
envirahment. On the other hand, net transfers on private
lending has worsened to a net outflow of US$1.7 billion in
1992 and confirming the persistence of negative transfers
by commeicial banks from the low-income countries of
suk-Saharan Africa. Thus, the fact that private capital
resources are currently more abundant in the world does
not guarantee that they will be an automatic substitute for
concessional flows to African countries.

169. In order to be able to double average per capita
income in Africa and reduce paverty over a period of 20-25
years, substantially, a large increase in external financing
would be required, in addition to increased domestic
resources, which would require the gross domestic savings
rate to be ratsed to 25-35 per cent of GDP. While the
rebuilding of domestic financing capacity in Africa would
depend primarily on the cutcome of ongeing reforms,
massive support by Africa’s development partners would
be indispensable to support those efforts in the short and
medium term. 1t will be recalled that, at the beginning of
this decade, the United Nations obtained in the New
Agenda for the Development of Africa in the 1990s (UN-
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NADAF), the renewed commitment of the international
community to support development efforts in Africa. Since
Africa’s external debt constituted one of the major con-
straints to the financing of growth recovery, specific meas-
ures were recommended towards reducing the
debtservice burden, It was agreed that the achievement
by the African economies of an average annual growth
rate of 6 per cent - the critical threshold to curb absolute
poverty - during the decade of the 1990s would require
raising ODA to US$30 hillion in 1992 and maintaining its
growth rate, in reat terms, at an annual average of 4 per
cent until the end of the decade. These resources would
supplement debt-relief measures and others aimed at revi-
talizing export capacity in such a way as to make develop-
ment self-sustaining.

170. Much would depend on whether donors' re-
sponse to Africa’s needs becomes more positive in the
future. Predictions are now difficult to make because the
post-cold war period has given a new dimension to the
policy orientation of ODA. First, the collapse of the Soviet
Union and the socialist bloc has deprived some developing
countries of the financial and technical assistance pre-
viously provided to them within the framework of their
relations with that bloc. Second, assistance from the
oil-producing Arab countries which was at the level of
US$8 billion at the beginning of the 1980s decreased to
US$2 billion during these last years. With the recent peace
agreement and prospects of stability in the Middle East,
the region is in greater need of its available resources for
its own development, since reconstruction will be among
the main priarities. Third, most of the Development Assis-
tance Committee (DAC} members - the most important
source of officiat development assistance in the world - are
only just emerging from a longJasting recession, As cne
of the consequences of the austerity programmes dictated
by recession, the perception of budgetary allocations to
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development assistance by some palitical groups in the
donor countries is changing profoundly, reflecting their
opposition to the spirit of solidarity which characterized
actions in the past in favour of development in the poorest
countries.

171. The outcome of all the developments rmen-
tioned above has been stagnation or decline of ODA funds
which has Jed to the adopticn by the donor countries of
mare constraining eligibility criteria and specific efficiency
ratings. A set of targets and performance criteria, among
thern poverty reduction, children's health, demography,
anti-AlDS campaigns, environment, women participation
in development, good governance, democracy, human
rights, popular participation, promotion of the private
sector, will determine the allocation of public resources to
the demanding countries. There will undoubtedly be more
competition among the increasing number of requesting
countries for the limited funds avaitable. As targets are set
on the basis of global priorities, countsies considered mar-
ginal might be penalized.

172. Itis in that context that the response of donors
to Africa’s aid requirement should be made. The initial
signs leave little room for optimism. Apart from Japan,
which decided in 1993 to raise by 50 per cent its contribu-
tion to world development, the member countries of the
OECD Development Assistance Committee have levelled
off their contributions at 0.35 per cent of GNP over the last
30 years. The 0.7 per cent target set by the United Nations
may not be achieved, because of the ever-decreasing
number of countries even trying to meet it. In order to
expand the possibilities for mobilizing development fi-
nance resources for Africa in the coming years, the meas-
ures accompanying develepment assistance must include
debt relief, stabilization of commaodity prices and encour-
agement of private flows.
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IV. THE SOCIAL SITUATION
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173, The ovetall secial situation in Africa has contin-
ued to deteriorate. This is evidenced by the rapid rate of
population growth and the pressure of urbanization and
rural emigration, the decay in educational and health
infrastructure, growing malnutrition and poverty, the
worsening plight of refugees and displaced persons, and
widespread unemployment and underemployment. Se-
vere cutbacks of expenditure on education and emphasis
on cost recovery and cost sharing continue to affect ad-
versely the education sector, evidenced in falling gross
enrohment ratios, haphazard attendance, high attrition and
repetition rates, low moral and exedus of teachers from
the profession. In some cases, pay disputes between
govarnments and teachers’ associations as well as political
tension or strife have contributed to the closure of many
educational institutions. As with the educational sector,
so with the health sector. Cost recovery programmes as
well as pay disputes have interrupted the demand for
health care in many countries. The only positive develop-
ments in the social arena in 1994, perhaps, were in the
demaocratization process, culminating in the establishment
of popularly elected governmernits in a number of African
countries.

174, Women, chiidren and yodth bear a dispropor-
tionate burden of the social crisis in Africa, who constitute
70 ta 80 per cent of refugees, and a preponderant share
of the unemployed and participants in the informal econ-
omy. Affican women experience the highest maternal
mortatity rates in the world, while the level of iliteracy
among thern is almost unsurpassed anywhere else.

175. This chapter analyses trends in selected social
aspects of development, focusing on such key areas as the
demographic situation, empleyment, health and nutrition,
women in devetopment, refugees and displaced persons.

The demographic situation

176. Africa’s rate of population growth in the last 40
years is above that of any other major region. The region’s
demographic profile is characterized by unacceptably high
fertility levels. Current estimates indicate that the average
number of children per women is 6 in Africa compared to
3.211in Asia and 3.05 in Latin America and the Cariboean,
Al the current population growth rate of 3 per cent per
annum, the African popufation, estimated at 744 million
in 1995, is expected to double in the next 23 years, This
rapid population growth has made overall rational man-
agement of resources aifficult, as population pressures
exerts unsustainable pressures leading to environmental
degradation both of which in turn, accentuates poverty.

177. Even more astounding is the unusually high rate
of urban population growth in Africa, estimated at around
5 per cent per annum during 1970-1990 compared with
the corresponding rates of 3.43 per cent for Latin America
and 3.97 per cent for South Asia, the ather two regions of
high growth. The level of urbanization in Africa, at 35 per
cent, is comparable anly to that of £ast and South Asia,
which have been estimated at 29.4 and 29 per cent

respectively. The estimated urban population of 217 mil-
lion in the region in 1980 is expected to reach 544 million
by the year 2010, and 783 million by 2020 - an almost
fcurfold increase. By 2020, half the population of Africa,
about 54 per cent, would be living in urban areas.

178. Such phenomenal rates of urban population
growth will have profound consequences on the econo-
mies of African countries and the lives of the ity dwellers,
They will culminate in: (a)intolerable pressure on already
overstretched infrastructure, especially housing, water and
sanitation, health and educational facilities; (k) growing
unemployment and underemployment; (c) the misery of
urban slums, shanty towns and peti-urban areas; {d) rapid
environmental degradation; and {e) anti-social behaviour.

179. In Africa’s exploding cities, intense congestion
and increased poliution, with its hazardous effects on the
health of the population, pose immense heaith problems
1o a population already burdened by primary poverty and
a protracted process of economic adjustment and reforms.

180. Since 1980, Afnca’s total fertility rates (TFR)
have been on the decline, albeit very gradually. Kenya, for
instance, which had one of the highest TER rates in the
world - almost 8 births per worman - is experiencing a
dedline, thereby reducing the average for the Eastern
African subregion. Contraceptive use, education {particu-
larly at the second and third levels), increased labour force
participation by women and the impact of population
policies, are among the most important instruments in the
campaign to reduce fertility rates in the region. The
percentage of the population using contraceptives, how-
ever, is among the lowest in the world: it ranges from 9
per cent in sub-Saharan Africa to 36 per cent in North
Africa.

181. Despite the emphasis in many of the seminal
documents and plans of action, emanating from Adrica on
the impartance of population factors in development plan-
ning, most governments have yet to formulate concrete
population policies geared to lowering the high population
growth rates, let alone implementing such policies. By
1992, only 15 to 20 African countries had explicit popula-
tion policies geared to reduction or even stabilization of
the rate.

182. Impartant as population policies are in the
harmonization of the demaographic trend with develop-
ment, they do not suffice to halt population expansion, let
alone bring about the desired transition. Poverty, the slow
pace of economic growth and the extreme neglect of
critical issues relating to social development are at the
heart of the population problem. Indeed, rapid ecoromic
development is an essential condition for the slowing
down of population arowth, As reiterated in the United
Nations International Conference on Popuiation and Devel-
opment, heid in Cairo, from S to 15 September 1994, the
inexorable link between poverty and sustainable develop-
ment is such that the eradication of poverty must be
viewed as central to any policy for slowing population
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growth and for achieving early population stabilization.
Increased investment is imperative in fields where it is
important for the eradication of poverty, for example basic
education, health, sanitation and drinking water, housing,
adequate food and nutrition. In addition, the Programme
of Action on population and development, endorsed at the
Conference, underlines, among other things, the goals of
promaoting education, especially for girls; gender equity
and equality; infant, child and maternal mortality reduc-
tion; and identifies investment in human resources devel-
opment, employment generation, women's rights, family
planning, primary health care {PHC), demaocratization and
popular participation, together with the problem of refu-
gees and population displacement, as key factors to socio-
economic recovery and long-term structural
transformation. In short, the objectives and goals of the
Programme of Action are consistent with those of the
Dakar/Ngor Declaration on Population, Family and Sustain-
able Development, which was Africa’s input to the Cairo
Conference.

Is health for all achievable by the
year 2000 in Africa?

183, Sixteen years after the Alma Ata Conference,
the decay in health infrastructure, and the failure to fully
implement primary health care (PHC) have had cata-
strophic conseguences on the health status of most pecple
in the region, especially women, children and the poor,
The combination of severe socio-economic ¢rises and a lack
of serious orientation and implementation of health pro-
grammes have regrettably cuiminated in the erosion of
past achievements in the health sector, and the recrudes-
cence of previously controlled diseases. Large outbreaks
of diphtheria and measles continue to affect children who
could be protected if immunization programmes were
given sufficiently high priority, as they deserve. So would
the provision of sanitation and safe drinking water to the
population at large reduce dramatically mertality and mor-
bidity from such endemic diseases as cholera, dysentery
and diarrhoea, while widespread use of oral rehydration
therapy (ORT), which is extremely cheap and easy to
administer, can save miillions of lives amang children.

184, More than anything else, however, itis the rapid
spread of the HIV/AIDS disease which has brought untold
havoc to the African health landscape in recent years, The
HIV destroys the immune system, thereby making patients
more susceptible to HIV-related infections and complica-
tions. A case in point is the recent resurgence of tubercu-
losis {TBYwhich, in some cases, has doubled or even tripled
since 1985, Recent data indicate that up to half of the
people newly diagnosed in Africa as having pulmonary TB
are alsc HIV-positive. Untreated sexually transmitted dis-
eases (STDs) are also heavily implicated in the spread of
HIV. The World Health Crganization (WHOQ) estimated in
1994 over 10 million cases of HIV infection in Africa and
projected a staggering 14 million cases by the year 2000.

185. The pandemic has been most severe in cities of
Eastern, Central and Southern Africa, where up to 25-30
per cent of al adults are infected and over 20 per cent of
all hospital beds are encumbered by AIDS patients. In

addition, findings from a number of other studies indicate
that HIV/AIDS, which currently has no cure, tends to affect
disproportionately the groups with the highest levels of
productive skills and human capital. The econamic conse-
quences of the epidemic are already reflected in the declin-
ing levels of labour productivity and in a significant
reduction of labour supply, espacially in the most seriously
infected areas of Eastern and Central Africa.

186. To contain the HIV/AIDS pandemic 2 number
of modalities have been adopted by some African coun-
tries, especially in the Southern and Eastern African subre-
gions. They include media campaigns; community
mobilisation programmes; person-to-person education;
condom promotion; and control of STDs. Ta some extent,
those strategies have helped to change the sexual behav-
iour of some segments of the population, particularly in
the severely aftected areas. However, widespread dissemi-
nation of information, education and communication, on
which so much hope of reducing the pandemic is contin-
gent, has nevertheless proved ineffective for the most part.
In addition, denial, complacency, poverty and stigmatisa-
tion of infected people have combined to slow the effects
of those measures of prevention and control.  Conse-
quently, there is need for aggressive social mobilization,
directed towards community participation, co-opting com-
munity opinion-leaders as the central pivot and agents of
the campaign to bring HIV/AIDS under effective control.
Success. however, will abviously depend on the political
and financial support of African Governments, which is by
no means assured at present.

187. There 1s another growing health hazard in Africa
emanating from the devastation caused by the innumer-
able landmines in the conflict and post-conffict areas, In
the Bulletin of the WHO Pan-African Centre for Emergency
Preparedness and Response {Vol. 2, No. 1), landmines in
Africa have!

‘wide and long-lasting consequences for the
population, the health services and the
socio-economic fabric of the affected countries.
Besides killing and disabling people, landmines
preclude access to water, farming land,
firewood, markets, schools and health facilities
with a dramatic impact on the natural
environiment the fife of the communities, and the
economy of a country... And the fact that the
civilian casualties of the landmines are mainly
women and children adds to the magnitude and
gravity of the tragedy. One woman killed or
mutilated represents higher risk of iffness or
malnutrition for the entire family, one disabled
child represents a fong-term burden to the health
services of the society at large. In war and in its
aftermath, landmines, besides the workload
represented by the wounded and disabled
persons, pose a threat fo Health mobile-teams,
logistics, etc: the outcome will be reduced
coverage and effectiveness for alf PHC activities.
Health will lose personnel, equipment and
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supplies; funds will be diverted into tertiary care
and long-terrn hospitalization, as well as towards
staff insurance and disability allowances.”

188. Compounding the decay in health infrastructure
and services, and the new threat from HIV/AIDS and
landmines, has been the staggering number of malnour-
ished people on the continent. Because of the region's
annual population growth rate of about 3 per cent per
annum and poor economic performance and per capita
food production, the number of chronically under-nour-
ished people has increased dramatically from 101 million
people to 168 million between 1563-1971 and 1988-1990.
Even by the year 2010, the FAC projects that chronic
under-nutrition is likely to remain rampant, with some 32
per cent of the population {approximately 300 million
people) in sub-Saharan Africa affected.

189, According to WHO and UNICEF, nutritional
deficiencies, most of which can be averted at a relatively
low cost, are the main cause for stunting, blindness,
low-hirth weight, goitre and impaired and irreversible men-
tal and physical development among children. Apart from
that, nutritional anaemia and vitamin A deficiency increase
morbidity and mortality in young children. Over 30 per
cent of children in Africa suffer from moderate to severe
malnutrition. The existence of such a huge number of
mainourished children has profound ramifications for Af-
rica’s long-term growth and development. Thus, the im-
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provement of nutrition has to be recognised as one of
Africa's principal and urgent tasks. Political commitment
and a predilection for PHC remain the most viable options
if the ¢risis attendant on such high levels of severe malnu-
trition is to be contained, the more 3o since data indicate,
for exarnple, that severe malnutrition can be prevented for
as little as $2.50 health care expenditure per child.

190, Though substantial efforts are already being
made by a good number of African countries to improve
the health status of their citizens, it is clear from the
foregoing discussion that the general health of the people
can only be described as unsatisfactory, with vulnerable
social groups such as children and women being the worst
affected. Unfortunately, with only five years to go and no
significant changes in sight in social policy and planning, it
is doubtfut that "health for all* will be achieved in the region
by the year 2000.

. The employment situation

191, To have a deeper insight of the deteriorating
state of Africa’s socipeconomic milieu, it 15 necessary to
take stock of the appaliing praoblems of unemployment and
widespread underemployment. Open unemployment in
urban areas has increased without abatement over the
past two decades, growing from 7.7 per cent in 1978 to
22 8 per centin 198C and is projected to reach 30 per cent
by the year 2000.
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192. Youth unemployment is already also a critical
problem facing many African countries, The trends in the
employment situation point to three imperatives for the
future, all on account of the labour force continuing to
grow at a rate which cannot be accommodated by the
African economies in terms of the provision of opportuni-
ties for productive employment: (a) a greater reliance on
the informal sector for job creation; (b) a larger proportion
of youths joining the ranks of the unemployed and under-
employed; and, (c) a lengthier period of time to find a job.
To reduce youth unemployment, action is required in
reforming the educational systems and programmes so
that they respond better to labour market requirements.
itis imperative also to establish modalities for reducing the
mismatch between the supply and demand for skills, ie.,
to create skills that are really crucial for the restructuring
and socic-economic transformation of the African econo-
migs.

193. In the past two decades, women have made
significant gains regarding their participation in the labour
market. Nevertheless, their unemployment rate remains
on the whole three times as high as that of men. Women
remain a disadvantaged part of the labour force, being
frequently considered merely as a part of the "contingency’
work force. lobs held by women are usually in the less
prestigious sectors of the economy, of the most temporary
duration, and obtained under precarious contracts. That
state of affairs explains the preponderance of women in
the low preductivity sectors of the informal economy.
Despite the efforts made to increase the number of women
in the modern sector of the economy, the share of women
in paid employment in African countries remains relatively
low compared to their share in the total labour force.

194. Owing to the imited ability of the formal sector
in the provision of gainful employment, the informal sector
has evolved as a sponge of the unemployed, especially,
with large-scale retrenchment in the public sector and the
lack of adequate compensatory schemes for employment
creation. Projections by iLO's Jobs and Skills Programme
for Africa (JASPA) show that, although the informal sector
would need to generate 33 per cent additional jobs in

urban Africa in the 1990s, it would, even if successful,
absorb only 23 per cent of all entrants into the labour
market. Asis well known, the jobs in the informal sector
offer low wages with little job security; and the growth in
the size of the labour force in the sector has generally been
at the expense of a failure to improve productivity or of
rising underemployment, or both,

Refugees and displaced persons

195. The problem of refugees and displaced persons
in Africa remains serious and alarming, not just because of
the human tragedy and the incalculable sufferings to which
the refugees and displaced persons are subjected, but also
on account of the adverse impact of their movements on
sotio-economic and environmental development and sta-
bility in the region. Today, the number of refugees in
Africa is in excess of 7 million refugees or approximately
one third of the total world refugee population. About
three times that number are internally displaced in various
parts of the continent. These are people who have been
forced to flee their homes and countries as the result of a
combination of civil wars and internal open conflicts rooted
mestly in ethnic tensions and violation of human rights;
and/or as a consequence of the impact of palitical instabil-
ity and environmental degradations aggravated often by
poverty and a legacy of economic stagnation and inequali-
ties of access to resources, But only a small percentage of
them have so far returned home voluntarily, even after
years in exile, owing to the on-going state of insecurity, the
return of home of refugees and displaced persons is often
complicated by problems of poverty, often social inequity
and the ever-present fear of ethnic reprisals or killings.
Many refugees are forced to subsist in remote camps
and ecologically fragile zones where they may
eventually themselves be responsible for some of the
environmental degradation and instability that, in turn,
exacerbate their already precarious existence. This
underscores the need for increased assistance and
support from the international community to enable the
African continent to cope better with the rehabilitation
and resettlement needs of the teeming ranks of refugees
and displaced persons.
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196, n the final analysis, there must be renewed
multilateral efforts and the political will that can faciiitate
the voluntary repatriation and resettlement of refugees
and dispiaced persons in their natural habitat and homes.
This is the only practical and fundamental long-term solu-
tion to the problem of population displacement in Africa.
The promotion of peace and reconciliation, and deme-
cratic institutions and culture, in the home countries of the
refugees and the displaced persons, is imperative. With
the cessation of hostilities and the restoration of peace,
priority attention must be given ta the clearing of landmi-
nes in former conflict zones in order to enhance the
narmalization of life and free movement; although the real
danger and wide-ranging cruelty of landmines as an instru-
ment of warfare will for ever remain, without concerted
international efforts at stopping their production and sale.
And only then can refugees fieeing from political instability,
civil wars, ethnic violence and conflict zones be persuaded
that the factors which precipitated their departure in the
first instance no longer existed, and that they can return
home in safety and dignity.

197, Moreover, the recognition is long overdue that,
beyond emergency relief and humanitarian aid to refugees
and displaced persons, there will be the equally pressing

need for concerted assistance with resettlement, rehabili-
tation and poverty alleviation, as well as reconstruction of
shattered economies in the home countries of the refugees
and displaced persons. Without development and some
socio-economic progress, neither the returnees nor the
societies to which they belong could look forward to the
future with confidence and haope.

. Women and development

198. Another area where progress has been awfully
slow has been the integration and participation of women
in the development process. In sub-Saharan Africa, for
example, 65 per cent of the women over the age of 15 are
iliterate, compared to 40 per cent for the men. Adult
female literacy rates in Notth Africa are among the lowest
in the world, and access of girls to schooling remains well
below that enjoyed by boys. More than 20 million African
girls aged 6-11 years were not in school in 1990; and
unacceptably high gender disparities in literacy rates as
well as in primary and secondary education still persist.
Those who succeed in gaining access to formal education
have a greater tendency to drop out, sometimes because
of financial, cultural and other constraints pertaining to
differential socialization processes for girls.
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193. lmprovement in women's health and repreduc-
tive rights is central to their ability to assume the decision-
making power which would enable them make the
necessary choices in other areas of their lives. Unfortu-
nately, African women do not yet exerdise decisive control
over their fertility and reproductive capacity. The plight of
the African women is being further exacerbated by sexu-
ally transmitted diseases such as HIV/AIDS. Additionally,
there is a modicum of evidenca to indicate that the HIV
pandemic is affecting women disproportionately more
than men. For example, UNICEF, (1995), reports that
women now account for 55 per cent of all new cases of
HIV diagnosed in Africa, indicating a higher vulnerability of
women te AIDS relative to men, One out every three
pregnant women attending antenatal clinics in some of
Africa’s major urban centres is infected. The subordinate
position of women and adolescent girls makes them par-
ticularly vulnerable to AIDS infections - younger women in
particular have the [east power, and lack, in general, access
to information, education and communication, health fa-
cilities and training, independent income, and legal rights.

200. As part of the preparations for the fourth World
Conference on Women which is scheduted to take place
in Beijing, China, from 4 to 15 September 1995, African
member States held the fifth African Regional Conference
for Women in Dakar, Senegal, from 16 to 23 November
1994 ta review progress made and the obstacles encoun-
tered in the implementation of the Nairobi Forward-look-
ing Strategies for the Advancement of Women to the year
2000. The major outcome was the adoption of the African
Platform for Action {(APA), which will be submitted to the
fourth World Conference on Women. At the core of APA
is an underscoring of the need to empower women politi-
cally and economically, increase their access to education,
training, science and technology support their vital role in
society and the family, and protect their legal and human
rights; and, the identification of 11 critical areas of con-
cern, which constitute the major gaps and obstacles to the
accelerated advancement of women in Africa. They con-
sist, in general, of: (a) women's poverty, insufficient food
security and lack of economic empowerment; (B) inade-
quate access to education, training, science and technol
ogy; () women’s vital role in culture, the family and
socialization; {d) improvement of women's health, repro-
ductive health including family planning and population
related programmes; {e} women's relationship and link-
ages to environment and natural resource management;
(f) involvement of women in the peace process; (g) the
political empowerment of women; (h) women's legal and
human rights; {i) mainstreaming of gender-disaggregated
data; (j) women, communication, information and the arts;
and (k) the girkchild.

Policies and {:ros ects for social
development and progress in Africa

201, The foregoing analysis indicates that sodial
development and progress in Aftica continues to be faced
with a major crisis. The major social ills are: high rates of
unemployment, infant and child morbidity and mortality,
and maternal mortality; rapid population growth rates;
environmental degradation; and a growing population of

refugees and displaced persons as a result of civil wars and
ethnic conflict. Women, children and youth bear a dispro-
portionate share of the burden, which, in many cases, has
been exacerbated by the social costs of adjustment.

202. Given the continued deterioration in the social
situation in Africa, five years to the dawn of a new
millennium, it has been necessary in several parts of this
report to ask and to attempt answers to a number of
pertinent questions: s it that the political will to foster
social development has not been sufficiently articulated in
Africa’s past development strategies? Qr, is it that the
urgency of socio-economic development and the daunting
tasks involved are yet to be fully understood, or sufficiently
realized and appreciated by the African Governments and
their developrment partners? s Africa fully committed,
mobilized and braced to Jifting itself up by its own boot-
straps? Has donor assistance been made available in the
desired amounts and with the timeliness required to ame-
liorate the social situation in the African region and usher
in socio-economic progress and transformation?

203. The jssues of health, education, employment
and effective popular participation in social, political and
economic development bear heavily on the agenda items
of the Cairc International Conference on Population and
Development, the United Nations-organized World Sum-
mit for Sacial Development, and the fourth World Confer-
ence on Women on the gender aspects of poverty
alleviation, employment generation and social integration.
By underscoring anew how inexorably progress in human
development is linked to the long-term development and
structural transformation which the countries of Africa
must undergo if grinding mass poverty is to be overcome,
these important meetings will have no doubt a salutary
effect in advancing sodial development in Africa.

204. However, what is needed, first and foremost, is
for the African Governments themselves to give due prior-
ity to social planning and social programmes in their own
national development strategies. As articulated in the
African Common Position on Human and Social Develop-
ment, there is massive under-investment in the social sector
in Africa, typified especially by the neglect of certain
priority areas such as poverty alleviation and employment
generation. Consequently, there is an urgent need to
increase resource allocation and investrment injob creation,
environmental protection, family planning, health, educa-
tion and nutrition of Africa’s children and, where neces-
sary, land reform; and, to devise modalities for integrating
waomen into the main stream of development efforts.

205. To redress the situation of grossly unequal
distribution of land, improved land-halding schemes are
being vigorously pursued in Kenya, South Africa and Zim-
babwe. In South Afiica, for example, the Land Restitution
Bill was signed into faw on 17 November 1994. The
legislation is an attempt to give redress to black South
Africans dispossessed of their land by apartheid laws dat-
ing back to the 1913 Land Act, which limited the majority
population's land ownership rights 1o 13 per cent. It is
estimated that 3.5 million black people were victims of
forced removals during the apartheid era. The Land Resti-
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tution Bill provides for the creation of a land claims court
and a land commission to arhitrate claims for restitution.
Petitioners have up to three years to lodge their claims.

206. The donor community can also better support
the intricate and complex social transfarmation process in
Africa a great deal more by restructuring and targeting
QDA effectively in favour of the poor. As pointed out in
UNICEF's report on the State of the World's Children,
1995, only about 25 per cent of today's aid is given to the
countries where three quarters of the world’s poorest
bitlion people now live, and only about 15 per cent goes
to the agricultural sector, which provides a livelihood for
the majority of people in almost all developing countries,
with far much less to primary education, primary health
care and family planning services, That is highly undesir-
able. Poverty tends to perpetuate itself; and, unless a
deliberate effort at poverty alleviation and eradication is
made by the African Governments with the purposive and
dedicated assistance of the donor community, it will persist
and grow. Both the compelling urgency and the necessary
scape of social palicy reforms in Africa, and the correspond-
ing needs for substantially enhanced levels of development
assistance place the region in a special category to which
the international community must favourably respond.

207. In this connection, current efforts to refocus
SAPs to give more attention to poverty alleviation marks a
welcome change. The World Bank now says it is making
compensatory programmes (i.e., social safety nets, social
action programmes, etc.) that were ariginally conceived as
ad hoc special programmes for the mitigation of the social
costs of adjustment a regular and standard feature of its
new generation of SAPs.  Still, the provisions of these
compensatary programines generally fall short of the ideal,
which should be to integrate concerns about poverty and
the social dimensions of adjustment in the basic design of
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SAPs, in line with the AAF-SAP and the African Charter for
Popular Participation in Development and Transformation.

208. in the Programme of Action, which emerged
from the World Summit for Social Development held in
Copenhagen, Denmark, from 6 to 12 March 1995, world
leaders are urged to commit themselves to the goals of
eradicating poverty in the world, and to promote full
employment as a basic priofity of economic and social
policies. It urges national governments to pay particular
attention to the following: {a) efforts and policies to
address the root causes of poverty and to provide the basic
needs af afl. These include the elimination of hunger and
malnutrition, the provision of food security, education,
employment and livelthood, primary health care, safe drink-
ing water and sanitation, adequate shelter and participa-
ticn in social and cultural life, with special priority to the
needs and rights of women, children, the vulnerable and
the disadvantaged groups and persons; (b) creation of
employment, reduction of unemployment and the gromo-
tion of appropriately and adequately renumerated employ-
ment as a strategic and policy focus, with the full
participation of employers, workers and their respective
organizations, and giving special attention to the
prablems of structural, long-term unemployment and un-
deremployment of youth, women, people with disabili-
ties and all other disadvantaged groups andi ndividuals;
(c) promotion of basic social programmes and expen-
ditures, in particular those affecting the poor and the
vulnerable segments of society, (d)} establishment of
structures, policies, objectives and measurable goals
that will ensure gender balance and equity in
decision-making processes at all levels; and, the
broadening of womens’ pelitical, economic, social and
cultural opportunities, independence and empowerment,
including the organizations of indigenous women at
the grassroots level,
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V. MEDIUM-TERM OUTLOOK FOR THE AFRICAN ECONOMY

AND POLICY IMPLICATIONS

A.

Prospects for 1995-1996

208, The economic prospects for the African region
in 1995 appear quite favourable in 1995, as the year opens,
although there can be little certainty as to what the final
out-turn might be, given the fragility of African economies
and the deficient information base used for the forecasts.
What is certain is that the overall economic performance
in Africa in 1935 will, as in the past, depend heavily on
developments in the region’s external sector as well as an
climatic conditions. Progress towards the resolution of the
civil wars and ethnic tensions and conflicts that have had
and continue to have a damaging impact and repercus-
sions on the domestic economy and the population at large
will no doubt have a favourable impact on performance in
1995.

210. While the overall outlook for commadity prices
is bright for 1995, the situation remains mixed. A strength-
ening in international coffee prices is expected because of
the stock retention programme being implemented and
possible production declines, but cocoa prices may not
change significantly owing to uncertain demand situation
and sluggish consumption in North America and Europe.
And little or no sign of recovery in the former USSR,
Reduced stocks of rubber, together with the slowing down
of supplies of synthetic rubber, is expected to result in a
tight globat market in 1995. There are indications also that
the rise in metal and non-oil mineral prices on the world
markets may persist well into 1995, The expected surge
in copper prices is related to signs of econcmic recovery in
the USA and Europe, and expectations of sustained growth
in some developing countries. As for tin and lead, prices
are expected to increase, based on a rising trend in con-
sumption.,

211, As for the oil market, the prospects are rather
shrouded in uncertainties in 1995. Since demand is pro-
jected to increase at a meagre rate of less than 1 per cent
per annum to the end of the decade, future movements
in oil price would depend very much on the behaviour of
producing countries. If, as has been the case in the past,
they fail to observe the orderly supply arrangements estab-
lished by OPEC, prices are likely ta decline owing to excess
supply. Current estimates of future trends in ol prices
range from the US$17 to US$ 18 per barre! on average.

212, Whether there would be a substantial debt
reduction and increased and sustained resource flows to
the African countries in 1595 is far from clear, At the end
of the G7 Summit in December 1994 at Naples, Haly, a
new stage was reached whereby by the Paris Club to
continue its efforts towards debt relief for the poorest
countries. The Paris Club creditors decided to grant 67 per
cent debt or debt-service reduction (the earlier limit was
50 per cent) to those countries whose per capita income
is $500 or less and whose ratio debt/exports - an indicator
of debt overhang - is more than 350 per cent, But an
additional conditionality was that continued efforts be

made by the countries to implement SAPs entered into
with the IMF over three consecutive years.

213. Aid budgets have been considerably cut back
and downssized in the industrialized countries, while, at
the same time, the recent crisis on the international finan-
cial markets and the turmoit unleashed in the "emerging
capitai markets" have demonstrated convincingly the fra-
gility of a werld financial system that is increasingly focused
on speculative capital and the rapid movement around the
world of short-term funds. The new surge in portfolio
investment and short-term capital flows have generally
bypassed the nascent stock markets in the Africa region
and are likely to do so even in 1995 and the immediate
future. However, there are grounds for believing that the
improving business climate across the continent; the im-
pact of developments in foreign exchange policies and the
slow but steady growth of confidence in political stability;
and continuity of economic policies and financial reforms
in parts of the continent are some of the positive factors
that may be helping to reverse the recent trends in disin-
vestment and the drying up of private investment, both
foreign and African, in the region.

214. At the domestic level in Africa, there are as yet
few definitive signs of the likely agricultural trends in 1985,
apart from the limited indications from those countries that
had entered their cropping season by the end of 1994, it
appears, at this peint, that weather conditions may not be
favourable in the Maghreb, particularly in Morocco, and
that the same situation may hold for some countries in
southern Africa. There are grounds also for concern in the
Hern of Africa, where the weather pattern at the begin-
ning of the year was somewhat unusual. Those develop-
ments would suggest only a modest increase in agricuftural
production for the whole region in 1995. The ECA secre-
1ariat forecasts a 2.7 per cent increase in value added. At
the same time, the overail food supply situation is expected
to be fairly satisfactory in 1995 except for a few possible
cases cf shert-falls associated with isclated cases of
drought, flooding and pest and locust infestation. Accord-
ing 1o the latest FAQ estimates, total cereal import require-
ments in the region were expected to decline by 8.7 per
cent from 28.6 million tons in 1993/1994 to 26.1 million
tons in 1994/1595,

215, It is expected that progress towards the resto-
ration of peace in 1995 would launch countries previously
embrailed in conflict an the path of recovery and sustain-
able development. It is hoped, simifarly, that the fragile
situation in Angola, Rwanda and Burundi will become
more viable in 1995 and that significant breakthroughs
towards peace and reconciliation will be forthcoming in
Liberia, Sierra Leone, Somalia and southein Sudan, so that
those countries could emerge from protracted emergency
or relief dependency into rehabilitation, reconstruction and
real develapment. It is also hoped that transition to de-
mocracy in other African countries will move forward
under peaceful and less destructive conditions in 1995 and
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that the economic and social costs of such transition will
be contained.

216. In South Africa, in 1995, it is expected there will
be an intensification of efforts, through the implementa-
tion of the Reconstruction and Development Programme
{RDP) to correct the gross socic-econamic imbalances in-
herited from the apartheid era. Coupied with the firm
stance towards fiscal responsibility, price stability, support
for the private sector and encouragement of foreign invest-
ment, South Africa’s economic growth rate should accel
erate. That, however, will also require cooperation by
labour and employers to build a pew pragmatic relation-
ship, based on a sympathetic understanding of each
other’s basic concerns as they set out to correct the labour
market distortions entrenched by years of apartheid,

217. There is little doubt that African countries will
continue to intensify their economic reforms in the direc-
tion of growth and transformation in 1995, Already, itis
a good sign that most national budgets in Africa are
indicating a reduction in deficits and in the inflationary
spiral associated with excessive money creation. It is
hoped that in 1995 the economic efficiency and macro-
economic stability concerns of the reform process will be
integrated within a sustained long-term programme to
buitd critical capacities in the areas of human resources,
institutions and econamic and social infrastructure that will
put Africa on a sustainable footing and make it fully
competitive in the modern world economy.

218. Altogether, therefore, there are grounds for
only modest optimism regarding the growth prospects of
the regional economy in 1995, Based on the above con-
siderations and assumptions, ECA secretariat estimates
that Africa’s regional output should grow by about 3 per
cent in 1995. It is to be noted, as usual, that this is an
average of widely divergent results by countries and subre-
gions. In Central Africa, which was severely hit by political
turmoil in 1994 and remains mired in political instability,
real development remains somewhere on the distant hori-
zon with only a faint hope for output rebound in 1995. In
contrast, a strong recovery is expected in East and South-
ern Africa, the subregions badly affected by drought in
1992,

219. Itis yet too early to quantify prospects for 1998,
but it would seem that growth may not exceed the rate
expected in 1995, whichinitself is far from what is required
to make an impact on poverty and social welfare in the
region. African countries’ earnings from agricultural and
mineral exports may retain their current positive trends if
the dynamics of the recovery in the OECD countries is
maintained. On the other hand, the surge in commaodity
pricesin 1994 and 1995 may well encourage an expansicn
in preductive capacity that was previousiy discouraged in
Africa and elsewhere by low and declining world prices;
and it may cause prices 1o revert to their secular trend. As
in 1995 and previous years, therefore, the vicissitudes of
the weather and price movements on the international
markeat continue to cast a cloud of uncertainty over future
growth prospects in Africa, in view of the importance of
agricufture’s contribution to aggregate output, export
revenues and employment. And so may the violent con-

flicts affecting a significant number of countries and the
lack of democratic and enlightened governance in many
cases. It would be an errar, though, to conclude that mere
political, economic and financial liberalization will automat-
ically bring about development. A lot would indeed de-
pend on the real changes in the production sphere, in
terms of competitiveness and productivity - and in intra-
African cooperation - all of which are crucial for socio-eco-
nomic progress and transformation in the region.

Major policy challenges

220. African countries will have to cope effectively
with a number of major challenges, if they are to cope with
the demands of socio-economic transformation and struc-
tural change. On the domestic front, there is the urgent
need to build and effectively utilize the human, institutional
and infrastructural capacities for managing a modern
economy and polity, harnessing the region’s physical, and
financial resource endowment to bring about a meaningful
and sustained transformation of the African economy. In
that respect, they need to revitalize the social sector and
to step up the mechanisms for cenflict prevention and
peaceful resolution of political disagreements and differ-
ences in order to minimize the needless waste of human
and nationa! resources, promote popular participation in
the political process and focus world attention on the
development needs of the continent rather than on con-
flicts and emergencies.

221. In their management of the economy, African
Governments need to adopt macroeconomic policies that
are consistent with the maintenance of monetary and price
stability and a realistic exchange rate; that provide an
enabling envirenment for domestic and foreign investors;
and that involve an incentives structure consistent with the
maintenance of economic efficiency and a high level of
productivity. They need to ensure that policies for sustain-
able economic growth stimulate employment and concen-
trate largely on employment-intensive approaches and
strategies, particularly in the rural areas and in the urban
informal sector. Abave all, they will have to galvanize the
institutions of regional and subregional cooperation more
effectively to expand intra-regional trade and to promote
regional and subregional approaches to sectoral develop-
ment. On the external front, they need to arrest their
declining share in world trade, diversify their trade struc-
tures, widen export markets and import sources, partici-
pate in the growing global linkages and interdependence
of enterprises, expand trade in services and explore the
apportunities provided by the Agreement which concluded
the GATT Uruguay Round, while minimizing its adverse
consequences.

222. The policy measures for coping with those
challenges are closely interrelated. Indeed, focusing on
the right priorities could achieve a number of objectives
simultaneously. For example, virtually all the subregional
economic communities have developed programmes in
many of those areas, while at the regional level plans are
afoot to strengthen the subregional initiatives and encour-
age regional programmes in many areas. The major ob-
stacle is the failure to implement agreed decisions and
strategies. It is on that issue that new and innovative




efforts would have to be directed if the challenges facing
African countries are to be met effectively.

Making more progress with diversification

223, There are two observations on the limited
progress of diversification in the African countries so far:
the first is that there are major gains to be reaped in the
diversification process if certain critical bottlenecks can be
removed; and the second is that there are a few success
stories of diversification in Africa which the rest of the
continent can emulate and is indeed beginning to emulate.
Added to these, the spectacular examples of diversification
in Asia and the Far East have become the subject of much
discussion and debate in African countries, Comparisons
have been drawn between Africa and Asia and the Far
East, as a way of drawing attention to a number of lessons
that Africa can learn if it is to make more rapid progress
with the diversification process. The successful experience
of diversification in Asia and the Far East illustrates, in
particular, the important role played by education, foreign
investment, smatl-scale enterprises, domestic resource mo-
bilization, linkages with established transnational corpora-
tions (TNC), sound infrastructure and a generally
supportive macroeconomic environment, in a successful
diversification programme.

224. The experience has also demonstrated the role
of a dynamic manufacturing sector as a promising vehicle
for promoting a vibrant and diversified economy. In addi-
tion to expanding the production and export base, as well
as easing balance-of-payments prassures, the manufactur-
ing sector induces technological transformation and builds
up know-how.

225. Finally, it has demonstrated the crucial role of
the private sector in the diversification process. Clearly, if
the structure of exports is to change and imports of
manufactured goods decrease, the private sector must be
supported and encouraged to exploit their entrepreneurial
talent to take advantage of both domestic and external
windows of opportunity. That requires, among other
things, the creation of a conducive environment, improved
incentives structures, access to targeted credit, and train-
ing in technological and marketing skills, as well as expo-
sure to external markets. The rapid development of
African economies in a free-market world environment,
will be difficuit to achieve without the active and dynamic
participation of the private secter.

226. African Governments have a critical role to play
in creating a supportive environment for rapid diversifica-
tion. in particular, since diversification is a central objective
of SAPs, the impact of current SAP policies on the diversi-
fication process need to be constantly evaluated, to ensure
that this central objective is achieved.

227. The donor community needs to support the
diversification effort of African countries by providing fi-
nancal, technical and managerial assistance for the devel-
opment of non-traditional exports, and the creation of a
condudive environment for industrial development.
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2. Expanding economic cooperation and in-

tra-regional trade

228 |ntra-regional trade is an essential vehicle for the
promotion of diversification and the establishment of link-
ages between production units in different countries of the
region. Not anly will this contribute to improved produc-
tivity and greater competitiveness for African products, it
would also provide a stronger basis for an effective partici-
pation of the African region in the evolving global linkages
and interdependence of production units. The present
siow progress of intra-regional trade is therefore a retard-
ing factor in the diversification process and more needs to
be done to remove the obstacles to intra-regional trade.

229. The present slow progress stems fram (a) the
limited market size of many countries; {b} survival of the
historical finks of African countries with their previous
colonial centres, which have created production structures
entrenched in supplying the centres with raw materials in
return for manufactured goods; (¢) concentration on in-
creasing export earnings from a limited range of commodi-
ties at the expense of diversification; (d) failure to exploit
the potentials of intra-African trade through coordination
of development plans at subregional levels and the devel
opment of complementary links ameng production units;
(d} poor and inadequate intra-regional transport and com-
munication facilities to support expanding intra-regional
trade; {e} lack of harmonization of standards, specifications
and trade documentation; and (f} non<convertibility of
African currencies, inappropriate exchange-rate policies
and non-availability of trade financing, and insurance and
credit facilities.

230. Needless to say, a good road and transport
network will greatly facilitate intra-regional trade. Other
essential measures are the improvement of trade informa-
tion, cooperation in investment ventures to increase com-
plementarity and harmonization of macroc-economic
policies. In that connecticn, the harmonization at the
subregional level of the SAPs being pursued by various
countries of the region would help the growth of intra-re-
gional trade and open the way for the development of joint
policies on major economic and social issues. Indeed, there
has been much discussion of the implications of SAPs for
regional economic cooperation. For example, it has been
argued in the African Development Repart {(ADB), 1993,
that: "Global trade liberalization, an important component
of most SAPs, does not necessarily march hand-in-hand
with preferential regional trade liberalization, since rapid
globai liberalization ohviously reduces the margin of advan-
tage that can be enjoyed from preferential trade liberaliza-
tion. However, this very constraint may encourage speedy
acticn by regional groupings to remove other impediments
to intra-regional trade, such as payments restrictions and
other non-tariff barriers which have placed such trade at a
disadvantage relative to extra-regional trade. In this sense,
structural adjustment and economic integration are mutu-
aily reinforcing."

231. Against that background, it may be asserted
that, now that barriers on extra-regional trade have been
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substantially reduced, African countries should aim to
remove all tariff barriers on goods of regional origin enter-
ing intra-regional trade in the shortest time possible. That
will still leave a number of non-tariff barriers to tackle but
it will give a major boost to intra-regional trade.

232, The current emphasis within African integration
organs on the need to harmonize macroaconomic policies
and the implementation of SAPs is an acknowledgement
of the fact that trade is only one aspect of regional
integration, albeit a very important and crucial one, and
that other areas of cooperation are also important for the
overall success of the integration process. Even if all the
major barriers to intra-regional trade were swept away in
one fell swoop, it should not be expected that it would be
{followed in the short and medium terms by a major surge
in intra-regional trade. Such a measure will, without
doubt, give a major boost to such trade, but its impact will
still be very limited without major progress in subregional
and regional cooperation in major sectors of economic
activity - in particular, agriculture, industry and energy -
such as would lead to growing linkages and interdepend-
ence among African economies.

233. This awareness also explains why many integra-
tion organs have been making serious efforts to expand
cooperation in major sectors of economic activity, though
with only limited results so far. In West Africa, the trans-
mission of electric power from Ghana to some neighbour-
ing countries and current moves to pipe Nigeria's natural
gas to Benin, Togo and Ghana are examples that could be
replicated in other areas, with much benefit to intra-re-
gional trade in goods and services. Such efforts certainly
deserve to be encouraged and supported.

Meeting the challenges of the Uruguay
Round Agreement

234. Given the wide coverage of the new Agree-
ment, which includes trade in goods and services, intellec-
tual property, trade-related investment measures, the
progressive integration of agriculture and textiles into the
work of the successor World Trade Organization (WTO),
and a wide range of international rules and disciplines, the
outcome of the Uruguay Round peses particular challenges
for Africa’s international trade and payments. That is the
more 5o since current assessments indicate that Africa is
expected to lose up to $3 hillion per annum during the
initial years of implementation of the Agreement, while
other trading countries share benefits that coufd amount
to $500 billion per annum. Meeting these challenges
implies taking measures to minimize the disadvantages of
the Agreement and exploring any opportunities thatit may
provide.

235. The following represents a brief and prefiminary
evaluation of the challenges which the Agreement poses
for Africa and their implications for future policy:

(a) Market access: Although tariffs on products of
interest to developing ccuntries have been cut, they will
remain at higher levels than those applied to products
traded among developed countries. Tariff escalation will
be reduced but not significantly. Of more concern to

African countries is the annulment of special preferential
arrangements, in particular the Lomé Convention. With
the annulment, African exports would confront more com-
petition from other producing nations and higher tariffs in
consuming countries. Early estimates by UNCTAD show
tariff increases of up to 28 per cent in the European Union
(EU), 40 per cent in Japan and 16 per cent in the US.
markets;

{b) Agriculture: African agricultural exports are
dominated to the extent of 50-100 per cent by tropical
products. Those products, which enjoyed preferential
treatment under the Generalized System of Preferences
(GSP) and the Lomé Convention, have seen their preferen-
tial margins collapse under the Agreement. With regard
to the preferential treatment enjoyed by African countries
of the Africa, Caribbean and Pacific (ACP) group under the
Lomeé Convention, there has been an erosion of preferen-
tial margins by 100 per cent for coffee, coffee by-products
and cocoa, 50 per cent for phosphoric acid, more than 30
per cent for petroleum by-products, crustacea and leather,
and more than 20 per cent for tobacco. With trade
liberalization, African countries would face greater compe-
tition from Asian and Latin American countries on those
products. Since the bulk of Africa’s fareign trade is with
Europe, it is expected that the reduction of preferences in
the important sector of tropical products would be about
80 per cent of the margins under GSP and 50 per cent
under the Lomé Convention. African producers of the ACP
group are likely to incur losses in their major exports- being
the weaker trading partners - and to be the big losers in
the short term.

The decision to reduce export and domestic subsidies
would increase the world price of foad, resulting in higher
import bills for African net food importers. In the short
term, that will put pressure on their balance of payments,
since they will have to spend more foreign exchange on
food imports. In the long term, however, it could encour-
age them to undertake measures to increase domestic
food production, by drawing attention to domestic bottle-
necks that need to be removed if success is to be assured.,

Reduced preferences are envisaged in the tropical
products subsector of 80 per cent under the GSP and 50
per cent under the Lomé Convention. In the case of
agricultural products based on natural resources, the pref-
erential margin will fall by 60 per cent under the G5P and
16 per cent under the Lomé Convention. For exports like
coffee and cocoa the EU tariff reduction will lead to the
removal of preferential treatment enjoyed by those prod-
ucts, which would cause a significant decline in the export
revenues of African countries;

(<) Global most-favoured-nation treatment: The
underlying principte of the new Agreement is the non-dis-
criminatory application of the most-favoured-nation (MFN}
principle. !n future, regional and subregicnal economic
groupings would have to satisfy stricter rules and to be
generally outward-lcoking, if they are to be consistent with
the provisions of the Agreement;

{d) Textiles and dothing: A major gain for African
exporters of textiles is that the Multi-Fibre Agreement
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(MFA) is to be phased out within 10 years. The textile
exports of African countries are affected by the MFA quota
systemn, which reduces their market shares. Mauritius is a
case in point;

{e) Services: The General Agreement on Trade in
Services (GATS) covers a wide range of services: tourism,
transport, telecommunication, insurance industry, busi-
ness services, financial services and other professional
senvices. |n all those areas, African services are relatively
undeveloped, evenin comparison with those of developing
countries elsewhere. Opening them up te foreign compe-
tition could therefore have a negative impact on the
indigenous service industries of African countries; and the
choice facing them is not whether or not to liberalize their
services sector but how quickly they can mabilize their
collective effort to strengthen their service industries so
that they will be better able to face the new competition.
In that connection, there are many provisions of the
Agreement which they can invoke to gain time to
strengthen their service industries. First, they may have up
to 10 years to claim sectoral exemptions from MFN treat-
ment. Secondly, they may liberalize their services sectors
to a lesser degree than developed countries and can make
market access conditional on measures to assist them in
strengthening their own services sector. Those provisions
do not absolve African countries from the obligation to
raise the competitive level of their service industries in the
long term and to join the ranks of developing countries
which are already competing effectively with the devel-
oped ones in a wide range of services, notably airline
services, computer accounting services and writing soft-
ware. For example, Swissair has transferred its revenue
accounting operations to Bombay, India, as part of its
overall cost-reducing and revenue-enhancement pro-
gramme;

(f) Trade-related intellectual property rights:
The agreement on trade-related intellectuai property rights
(TRIPs) mandates the extension of patentability to virtually
all fields of technology recognized by developed countries,
Its scope covers copyrights, industrial patents, trademarks,
trade secrets, industrial designs, layout designs of inte-
grated circuits, and geographical indications. 1t will oblige
African countries to enact strict national legislation with
regard to intellectual property protection according to
standards prevailing in the developed countries. It will be
a constraint on their decisions "over seeds and patents” and
affect the costs of medicines and products or processes.
African countries may also have to face higher costs in their
quest for technological develepment, since they would
have to pay for copyrights and patents;

{g) Traderelated investment measures: The
agreement on trade-related investment measures (TRIMs)
will permit only weak restrictions an foreign investments.
it will make it difficult for Governments to use policy
measures in the interests of national development, such as
domestic content and trade-balancing requirements, for
the regulation of the activities of foreign investors. African
countries, in particular, are concerned that restrictive busi-
ness practices by TNC will stifle competition from potential
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new rivals in the host countries and from other developing
nations.

236. The results of the Uruguay Round, as they
pertain to Africa, reflect not only the weak negotiating
position of African countries but also the structural weak-
ness of their economies. Africa participated in the nego-
tiations from a position of conspicuous weakness, The
centinent {including South Africa) cantributes no more
than 3 per cent to globally traded goods, which is too smalk
to have an impact on world trade. Secondly, the African
contracting parties were negotiating individually rather
than as a block with a common position, unlike other
groupings, notably EU and most of Asia and Latin America.
Failure of African countries to coordinate their position
eroded whatever influence they could have had on the
outcome of the negotiations, Thirdly, their negotiating
leverage had been weakened by the trade liberalization
programme which they had already adopted under the
World Bank/IMF-inspired SAPs.

237, While Africa should accept the outcome of the
Uruguay Round in prindple, it should nevertheless explore
all the provisions for exemption from full compliance and
delayed implementation until it has been able to rehabili-
tate its economies and improve its competitive pasition. it
should seek special compensation from Europe tc be
devated exclusively to economic restructuring, in order to
make up for the expected losses arising from the Agree-
ment. It should also avail itself of the provision for amend-
ing the Lomé IV Convention in the event of multilateral
trade negotiations within WTO cr other measures reiating
to general trade liberalization which lead to the ioss of
competitiveness in the export of ACP agricultural products
to the single European market. It should also join other
developing countries in preparing the ground for future
negotiations within WTO on issues of importance to them
which were not completely settled during the Uruguay
Round negotiations. Chief among these are: (a) the need
for special balance-of-payments assistance to meet the
difficulties that are likely to be encountered during the
transition to the new system; and (b) the need to ensure
that cooperation between WTO, the World Bank and the
international Monetary Fund {IMF}, for which the Agree-
ment provides, is used to maintain the consistency of
international policies in the areas of trade, money and
finance, rather than as a new source of pressure to con-
strain the freedom of African countries in policy formula-
tion and implementation.

238. In the long term, if Africa is to take advantage
of the new open trading system, it would have to under-
take reforms to improve its competitive position in many
spheres and also to accelerate measures to diversify its
economies from primary commodities to manufactured
goods. It would alse have to create the dynamic linkages
within and among the various sectors of the domestic
economies of individual countries. The dynamics of an
increasing participation in world trade and technological
transformation are clearly to be found shove all in the
manufacturing sector. Without greater effort to mobiiize
their collective strength through regional and subregional
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coaperation, stich dynamic linkages would be very difficult
to achieve under the conditions of free trade which the
Yruguay Round Agreement aims to promote,

239, In the new competitive atmosphere created by
that Agreement, a quick turn-around to sustainable
growth will be difficult to achieve without the active
support of the international community, in the form of
trade concessions and increased resource flows. The rele-
vant international agencies, including WTQ, and the re-
gion’s trading and development partners, should strive to
assist African countries in the mobilization and effective
utilization of external resources for rapid economic trans-
formation. Helpful supportive measures by WTO would be
such as to facilitate investment and greater lending for
structural adjustment. They would assist African countries
in dealing with balance-of-payments pressures and transi-
tional strains consequent on policy reforms, and thereby
to benefit from the implementation of the Final Act of the
Uruguay Round. In the new circumstances which they
face, African countries aiso need increased capital flows
and an accelerated approach to debt relief. WTO could
assist them 1o benefit from, rather than falf victims to,
strengthened international rules and institutions, thus pro-
moting trade and investment. WTO could also assist them
to secure greater access to business technology, distribu-
tion channels and information networks, which would
enable them to develop their capacity to participate effec-
tively in the expanding trade in services.

Participating in global linkages and inter-
dependence

240. One of the most remarkable developments in
recent years has been the success of several developing
countries, mostly in Asia and the Far East, in becoming
major participants in the growing global network of enter-
prises linked together by trade in goods and services and
by investment flows. Most of them have developed the
capacity to provide efficient off-shore production facilities
and services for TNC.

241. 1t has been noted in the United Nations World
investment Report (1993, p. 177) that "Those develop-
ments make it more important than ever for developing
countries to build up their own human and physical infra-
structure. In addition to providing the basis for industriali-
zation and development of the domestic economy, it
would atlow national enterprises to join up with TNCs on
a more equal basis. 1t would raise the quality and sophis-
tication of the foreign direct investment {FDI} a host coun-
try could attract and would strengthen the prospects for
technology acquisition. It would also enable host develop-
ing countries to build up supplier capabilities which are
sometimes a precondition for the location of TNC activities
and which, moreover, add to the economic and techno-
logical spillovers from affiliates. The building up of such
facilities has been an essential feature in the developing
countries, including those in Asia and Latin America, that
have succeeded in restructuring both their international
and domestic production sectors towards higher-value-
added activities."

242. The same source has noted further, perhaps
with most African countries in mind, that “Other develop-
ing countries that do not offer the locational advantages
required by regionally or globally integrated firms, such as
a skilled labour force, an open trading and investment
environment, a developed communication and transport
infrastructure and networks of local suppliers on which
TNCs can draw, risked being further marginalized. Those
countries need to consider how to formulate and coordi-
nate policies so as to maximize the benefits to them from
the emerging integrated internaticnal production system
as well as from FDI in more traditional organizational forms
which they may be in a better position to obtain *

243. As part of the implementation of SAPs, many
African countries have developed a new openness towards
FDI. They are improving infrastructure but are far behind
in developing skills for its utilization and maintenance.
They would have to move faster along that road if they are
to participate effectively in the evolving global system.

. Intensification of efforts at resource mobi-

lization

244, The prospects for resource mobilization in sup-
port of the development process in Africa would depend
on the success of the reforms of the financial sector which
are in progress in a number of countries in the region.
There is general agreement that much more needs to be
done in order to make domestic financial markets effective
avenues for mobilizing and allocating financial resources.
Despite the abundance and vitality of informal financial
institutions in Africa, their potential for enhancing the
development process has not been effectively harnessed.
Efforts so far exerted by central banks to bting about a
closer relationship between the formal and informal finan-
cial institutions have been grossly inadequate. And the
commerdial banks have shied away for too fong from
financing smallholder agriculture and micro-enterprises,
pleading the high transaction costs,

245. Prospects in most African countries for mobiliz-
ing adequate external resource flows in 1995 and beyond
look rather difficult. First, competition for foreign aid
resources is likely to intensify as more countries in Africa
and elsewhere persevere in their economic reform pro-
grammes. Furthermore, aid donors have become more
selective in their support to developing countries, as well
as in the choice of the programmes and projects they fund.
Secondly, the competitive global trading environment
which will be engendered by the implementation of the
provisions of the Uruguay Round Agreement may be
expected to impose additional difficuities on African coun-
triesin their endeavours to compete effectively oninterna-
tional commodity markets and thereby to earn adequate
foreign exchange to support their development process.
Thirdly, the failure of the IMF Board of Governors and the
World Bank at their last Annual Meetings, held at Madrid,
Spain, to agree on a new allocation of Special Drawing
Rights {SDRs) to increase international liquidity means that
developing countries cannot expect an easing of the for-
eign exchange and balance of payments constraints on




their economies. More importantly, it reflects a divergence
of opinion among major developed countries as to
whether adequate liquidity already exists to support world
£Conomic recovery.

246. While African countries should exploit all possi-
ble opportunities to increase the volume of external re-
source inflows, they should nevertheless be conscious of
the limitations and difficulties likely to limit their success.
The competition for foreign resources is growing steadily
more intense, in consequence of which recipient nations
could risk ending up losing more in the way of other
benefits than they receive in the shape of increased in-
flows. The growing relative scarcity of foreign capital
might well make it more expensive; and its phenomenal
mobility - and, indeed, its instability - makes it increasingly
hard to acquire and control,

247, In the circumstances, African Governments
need to mobilize domestic resources more intensively and
to ensure that investment resources as a whole are used
more efficiently. The goal of self-reliant growth, whose
banner African countries raised in the Lagos Plan of Action,
may now be inaccessible because of restricted access to
foreign resources. The situation is fraught with challenges
and opportunities for the African people and their Govern-
ments. if they are to rise to the occasion, they must create
a conducive environment by maintaining political stability
and pursuing appropriate economic policies.

248 People must strive to increase domestic savings
and Governments must assist by intensifying efforts to
mabilize resources through appropriate fiscal, monetary,
commercial and exchange-rate policies. Financial institu-
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tions should he expanded and widely dispersed through-
out the countries, instead of maintaining the present urban
bias. Countries must intensify efforts to diversify exports
in order to generate additional foreign resources.

. Erasing the debt burden

249, Cn the outlook for a solution to the African debt
problem, there is scope for both hope and pessimism. The
elements for hope may be found in the pronouncements
made by the international community at various fora,
including that of the Summit of the Group of Seven at
Naples, italy, the Summit of the Non-Aligned Movement
at Jakarta, Indonesia, and the meetings of the Board of
Governors of IMF and the World Bank. The international
community and African countries are agreed that more
needs to be done in arder to bring the debt stocks of most
African countries to sustainable levels and that durable
solutions would invariably have to include more conces-
sional terms for debt rescheduling and the cancellation of
a larger proportion of the debt stocks. However, twa
things remain to be agreed upon: whether finding lasting
solutions will need to be dealt with on a case-by-case basis
or at a subregional and/or regional level; and what condi-
tionalities should be attached to such debt relief. Those
are the issues that will occupy African countries and the
international community in 1995 and beyond. Pessimism
as to whether a durable solution to the African debt
problem can emerge in 1995 springs fram the fact that,
while a general consensus has emerged as to what the
main elements of a lasting sclution ought to be, implemen-
tation of appropriate measures by the international com-
munity has been dragging. That now appears to be the
only stumbling block.
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Table I. BASIC INDICATORS

1893 GDP - 1993 1993 1993
INUS $ POPULATION GDP PER HEAD CONSUMER PRICE INDEX
AT 1990 PR. iN ‘000 AT '90 PRICES ' 1890=100
RO5G T T ADEE

ORTH AFRICA - LS R i
ALGERIA 56643 27045
EGYPT 52642 55963
LIBYA 29161 5035
MOROCCO 25924 26909

SUDAN 10459 27364
TUNISIA

BENIN

BURKINA 9773
CAPE VERDE 395
COTE D'IVOIRE 9747 13414
GAMBIA 354 930
GHANA 7008 16422
GUINEA 3031 6296
GUINEA BISSAU 281 1027
LIBERIA 1797 2840
MALI 2665 10118
MAURITANIA 1154 2203
NIGER 2399 8514
NIGERIA 38851 119056
SENEGAL 5784 7937
SIERRA LEONE 793 4491
TOGO_ 3879

BURUNDI

CAMEROON 10124 12744
CENTRAL AFRICAN REP 1478 3251
CHAD 1394 6019
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1993 GDP 1993 1993 1993

INUS$ POPULATION GDP PER HEAD CONSUMER PRICE INDEX

AT 1990 PR. -~ IN’000 AT '90 PRICES 1990=100

CONGO 2978 2436 1222 24
EQUATORIAL GUINEA 167 380 439
GABON 5720 1276 4483 15
RWANDA 2631 7768 339 124
SAO TOME & P. ‘ 55 131 420
ZARE I 3 | .-} I I 151 e 1986.9
‘‘‘‘‘ "8 SOUTHERN Al o T OBRBRY L. SR
ANGOLA 10259
BOTSWANA 3854 1350 143
COMOROS 261 605
DJHBOUT) 477 481 992
| ETHIOPIA 5516 54468 101 7.4
KENYA . 8820 26036 339 458
LESOTHO 660 1908 346 15.0
MADAGASCAR 3028 13235 229 10.0
MALAWI 2052 10565 104 34.1
MAURITIUS 2088 1108 2697 105
MOZAMBIQUE _ 1342 15440 87 422
NAMIBIA 2383 1583 1505 8.5
SEYCHELLES 394 75 5253 13
SOMALIA 539 9531 57 .
SOUTH AFRICA 103863 40774 2547 0.7
SWAZILAND 985 832 1184 o 17.0
TANZANIA 2746 28702 96 235
UGANDA 4213 19188 220 6.1
ZAMBIA 3569 ‘ 8851 403 189.0
ZIMBABWE 6781 10560 642 276
TOTAL AFRICA 465902 | 699840 2673 148.3

Source : ECA secretariat
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Table 2. Gross Domestic Product (1990 prices)
Gross Domestic Product Growth rate
Sub-region/Country Million dollars (at 1990 prices)
ToB0] loss] 1993 198094 ] 198594
Algeria 56396 . . .
| _Egypt 33511 47029 52642 54063 3.5 1.6 2.7
Libya 27834 27346 _29161 29541 0.4 0.9 1.3
Morocco 17336 20434 25924 27790 34 3.5 7.2
Sudan 8175 8356 10459 10639 1.9 2.7 1.7
_Tunisia 10575 68
Benin 1717 2085 2183 4.7
Burkina Faso 1553 1978 3005 3174 5.6
Cape Verde 242 287 409 433 5.9
Cote d’Ivoire 10548 10130 9747 9823 0.8
Gambia 242 215 354 333 -5.9
Ghana 5070 4983 7006 7568 8.0
Guinea 2111 2306 3031 3176 4.8
Guinea Bissau 140 155 281 289 2.8
Liberia 2416 2305 1797 1184
Mali 1981 1994 2665 2770
Mauritania 970 927 1154 1202
| _Niger 2499 2343 2399 2468
| Nigeria 35053 30013 38851 39667
Senegal 4470 4944 5784 5861
Sierra Leone
Burundi
Cameroon 828
Central African Republic 1329 1479 1478
Chad 826 1078 1394




A-4

Gross Domestic Product Growth rate
Sub-region/Country Million dollars (at 1990 prices)
1980 1985 1993 1994 1980-94 1985-94 1994

Congo ' 1717 _ 2878 2978 2872 3.7 -0.0 -3.6

Equatorial Guinea 142 143 167 168 1.2 1.8 0.6

Gabon : 5096 6294 5720 5816 0.9 -0.9 1.7

Rwanda 2072 2389 2631 1359 -3.0 -6.1 -48.3

Sao Tome & Principe 84 77 55 56 -2.9 -3.5 1.8
Zaire _______ 84l 87l @16 42 74

Angola 8150 8940 9061

Botswana 1224 2105 3854

Comoros 193 229 261

Djibouti 421 445 477

Ethiopia ’ 5068 5043 5516

Kenya 5759 6829 8820

Lesotho 384 413 660

Madagascar 2722 2591 3028

Malawi 1382 1612 2052

Mauritius 1462 1823 2088

Mozambigue 1363 1064 1342

Namibia 1986 1942 2383

Seychelles 272 291 394

Somalia 555 632 539
|_South Africa 86484 95061 103863

Swaziland 365 491 985 |

Tanzania 1961 2076 2746

Uganda 2562 2872 4213

Zambia 3569

Sourc: ECA Secretariat
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Table 3. Agricultural Indicators
Agriculture Food production Production Cereals
Arable land | in Million $ per head of cereals imports
Ha per head | at 1990 prices Index (1979-81=100) (Kg per head) | (Kg per head
1991 1994 1985 1992 1992 1991

Egypt 0.05 8670 1054 117.5 268.5 148.9
Libya 0.44 1177 95.4 96.3 61.2 453.9
Morocco 0.36 4769 111.4 101.6 112.4 78.1
Sudan 0.48 4266 92.8 82.9 213.8 47.1
Tunisia 0.58 2182 121.7 115.6 262.0

Burkina Faso 0.37 1313 111.7 129.0 245.3
Cape Verde 0.10 193 84.6 105.7 15.6 202.8
Cote d’Ivoire 0.29 3646 99.0 89.3 92.2 53.8
Gambia 0.20 87 100.6 90.1 135.8 115.6
Ghana 0.17 3351 104.9 107.9 60.8 22.9
Guinea 0.12 751 95.7 95.5 167.3 51.5
Guinea Bissau 0.34 130 108.3 104.5 170.0 66.2
Liberia 0.14 569 98.9 63.3 40.0 66.8
Mali 0.21 1220 94.1 91.1 219.8 24.5
Mauritania 0.10 323 86.5 79.1 34.6 168.8
Niger 0.44 980 67.9 71.3 273.9 18.5
Nigeria 0.28 12922 100.7 125.2 109.0 7.0
Senegal 0.30 1156 109.5 96.4 110.9 107.0
Sierra Leone 0.15 238 94.0 79.4 109.3 44.0
| Burandi 0.23 624 100.7 88.8 532" 5.6
Cameroon 0.57 3007 95.6 74.9 73.4 46.2
Central African Republic 0.63 734 89.5 93.0 23.4 8.8
Chad 0.55 559 97.8 102.6 156.2 13.1
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Agriculture Food production Production Cereals
Arable land in Million $ per head : of cereals imports
Ha per head | at 1990 prices Index (1979-81=100) (Kg per head) | (Kg per head)
1991 1994 1985 . 1992 1992 1991
Congo 0.07 - 336 97.9 91.3 11.4 43.0
Equatorial Guinea 0.62 79 “ .. . 26.1
Gabon 0.37 536 83.5 81.2 20.2 60.1
Rwanda 0.15 864 08.3 78.0 40.1 2.7
| Sao Tome & Principe 0.29 11 75.2 9.9 79 67.2
Zaire _ _0.20 2245 wlOO.S 92.1 34.6 | 8.1
Bt & Sonhern An B AE 755 ey T
Angola 0.35 1578 88.3 79.2 47.0 33.6
Botswana 1.07 193 78.5 60.8 11.4 79.8
| _Comoros 0.17 107 87.1 81.9 24.0 83.4
Diibouti 4.96 13 . .. . 171.1
Ethiopia 0.26 2231 88.1 81.9 132.4 16.1
Kenva 0.10 2149 100.5 99.8 119.8 14.0
Lesotho 0.18 70 83.9 55.4 47.5 57.1
Madagascar 0.24 972 96.5 81.6 204.2 9.5
Malawi 0.17 513 84.1 56.2 67.0 12.5
Mauritius L 0.10 247 104.4 114.3 1.8 170.2
Mozambique 0.22 537 91.2 61.3 15.9 33.7
Namibia 0.43 325 72.3 65.2 20.9 .
Seychelles 0.09 16 . . 0.0 214.1
Somalia 0.11 360 . . 219 22.2
South Africa 5283
Swaziland 0.26 108 96.9 76.3 72.1 71.1
Tanzania ' 0.12 1323 94.0 74.2 127.4 5.0
0.36 2225 95.4 90.8 87.8 1.5
0.61 670 93.5 70.6 69.7 12.8
§ SEgier

ource: F. . .; ECA secretariat
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~Table 4. Production and consumption of selected energy types, 1992
Electricity Production Commercial energy .

by type ___consumption Total energy

_ {in million KW/h} Per capita Total requirement
Thermal Hydro Total Kil {'000 Tons) { {000 Terajoules
't 1 o
18087 199 18286 4200 1251
35300 9700 4500 38612 1251
16950 0 16950 16858 512

9344 981 10325 10661 326

385 1634 274

Tunisiag ____ 5660 |

5

Burkina Faso 195

Cape Verde 37 0 37 133

Cote d’lvoire 785 1065 1850 209

Gambia 71 0 Al 104

| Ghana 42 6110 6152 140 2235

| Guinea 345 186 531 83 506

Guinea Bissau 41 0 41 98 99

Liberia 300 160 460 55 151

Mali 126 187 313 23 230

Mauritania 120 26 146 621 1331

 Niger 171 Q 171 59 487
| Nigeria 8600 3200 11800 207 _ 23897

Seneqal 762 0 762 151 1170
,_Sierra Leone 230 0 230
| Burundi 2 105 107 18 106 48
Cameroon 75 2645 2720 99! 1211 150
Central African Republic 18 78 96 35 112 33
Chad 85 0 85 21 122 39
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... = Not available.

Y

¢

Electricity Production Commercial energy
by type consumption Total energy
(in million KW/h) _| Percapita Total requirement
Sub-region/Country Therm Hydro Total | Kilpgramme | {000 Tons) | (000 Teraioule_sﬂ
t Congo 3 425 428 336 795 45
Equatorial Guinea 17 2 19 152 56 6
Gabon 207 712 919 855 1058 59
 Rwanda 4 181 185 30 224 59
| Sao Tome & Principe 7 8 15 290 1
| Z3ire ' 163 6017 6180 64 2534 468
Angola 480 1375 1855 A 896 82 |
Botswana
Comoros 14 2 16 53 X} i
i Djibouti 180 0 180 1296 605 18
Eritrea
{ Ethiopia 158 1099 1257 29 1519 477
Kenya 419 2796 3215 113 2851 469
Lesotho
Madagascar 249 320 569 38 487 g2
 Malgwi 16 776 792 36 377 107
Mauritius 812 113 925 583 640 36
Mozambigue 440 50 490 33 496 162
Namibia
Seychelles 109 Q 109 986 YA 2
Somalia 258 0 258 _— 85
1 South Africa . ” "
Swaziland 200 216 416 e
United Rep. of Tanzania 277 624 901 35 963 352
Uganda 6 780 786 28 528 147
Zambia 40 7740 7780 201 1740 182
Source: UN, Energy Statistics Yearbock, 1992 and ECA Secretariat
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Table 5. Merchandise Trade: Value and Average Growth Rate (million US dollars)

Growth rate (%)
Exports Imports Balance of wade

Exports
1993 | 93788 93!9_2 :

‘Sub-region/

1988 1992 _ 1988

Cape Verde 3 4 4] 106] 173 173|  -103] -169| -169 59 00l 103]| 00
Céte d'Ivoire 26017 2880 2734 1769| 18861 1662] 922 994 1072 03 5.1 120 118
Gambia 83 147 191 106 178 215 23 -31 84 181 297]  210] 547
Ghana 881 986 | 1020 993 | 1457 1661] -112] 4w} 641 3.0 34{ 108] 140
Guinea 6511 620 993 641 770 758 0] 150 235 88| 602 34 .16
Guinea Bissau’ 16 7 16 60 83 54 44 -77 38 0.1] 1462 22] 355
Liberia 1 396 200 160 236 150 188 161 50 281 166] 200 45] 250
Mali 252 339 344 359 483 464] -108] -144] -120 64] 13 5.2 4.0
Mauritania 438 407 330 349 461 344 89 -55 14} 55|  -189 03] 254
| Niger 369 266 283 393 266 244 24 -1 39 5.1 6.7 9.1 8.4
| Nigeria 6875| 11887] 10900] 4270] 7476{ 7100 2605] 4411] 3800 9.7 83| 107 5.0
Senegal s79] 832 723 956 1200) 1105| 277] 3681 383 13] 131 29 1.9
Sierra Leone 102 150 36 137 140 24 .35 10 12| -18.8f 7601 -292] 826
| Togo 435 322 215 505 48] 249 -69 96| . 34} 1321 334] -132[ 405
Central Africa 6631} 6284| 6140] 5083 | 3532 4041 15481 27521 2099 -1.5 23] 45 14.4
Burundi _ 132 80 75 179 182 173 47} 02| 98] 107 65 07 5.0
Cameroon 181} 1934 n44] 1221 983 928 620 951 217 911 408 5.3 5.7
CAR 130 124 277 184 165 318 54 42 41 163] 1244] 115] 926
Chad 146 182 136 228 243 201 -83 -61 -66 14| 255 251 172
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Growth rate (%)
Exports Impons Balance of trade

Sub-region/ Exporis Imports
couniry 1988 1992 1993 1988 1992 1993 1988 1592 19931 93/88 9392 | 93/88 93/92
 Congo 843 1179 1108 523 438 491 321 141 617 5.6 -6.0 -12 120
Eg. Guinea 45 28 72 37 48 63 8 -20 9 9.9 1 160.1 11.5 32.1
Gsbon 1196 2259 2150 791 886 845 404 1373 1305 124 4.8 13 -4.6
Rwanda .08 67 67 258 200 200 -149 -133 -133 9.2 0.0 50 0.0
1820 Tome & Pri. 12 5 6 18 25 31 -7 -20 25] -119 13.0 11.3 226
Zaire 1 106f 1645 362 792 533 65 314 -127] 1592 -13.6
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Table 6. Extemnal Public Debt and Debt service ratios, 1993

Y]

Sub-region/Country

Debt stock ($US Million)

DEBT SERVICEas |

per cent

per cent

Cape Verde

Cote d'lvoire 13167 5979 19146 2 964
Gambia 349 37 386 154.4 28 11.2
Ghana 3378 1212 4590 65.6 277 4.0
'Guinea 2675 188 2863 954 84 28
inea- 634 692 384.4 4 22
Liberia 1070 855 1925 128.3 21 1.4
Mali 2506 144 2650 93.4 26 0.9
Mauritania 1960 243 2203 183.6 125 10.4
Niger 1535 170 1705 75.2 93 4.1
 Nigerig, 28558 3973 32531 87.3 1831 49

Sierra Leone

i w"
N@ﬁm :

[Central African Repubiic 107 904 60.0 0.6
Chad 705 52 757 51.0 0.8
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%urce ECA secretanat mloulatlon based on the WorId Bank's Woﬂd Debt Tables 1994~1 995 Vanous Sources

* ¥GS = Export of goods and services

los2

627

Debt stock ($US Million) . DEBT SERVICE as
Sub-region/Country per cent Amount per cent per cent
Long-term} Short-term Total of GDP | {$US Million) of GDP of XGS*

1Congo ' 4097 974 5071 187.6 126 47 106
Equatorial Guinea 219 49 268 129.3 1 0.5 1.6
| Gabon 2889 928 3817 65.5 147 2.5 6.0
Rwanda _836 74 910 04 5.0
Sac Tome & Principe 28 75

Angola

Botswana

Comoros

| Ethiopia

Kenya

Lesotho

Madagascar

 Malawi 22 :

Mauritius 884 115 8991 32 32 1 127 4.1

| Mozambique 4668 596 5264 373.3 77 55

Namibia 83 15 58 2.3 0 0.0

Seychelles 138 25 163 34.7 18 38

Somalia 1897 604 2501 357.3 0 0.0

South Africa 9434 5407 14841 13.3 4239 38

| Swaziland 218 8 226 22.5 24 24

| Tanzania 6746 77 7523  360.6 155 74

Uganda 2617 439 3056 955 302 9.4

Zambia 4679 2109 6788 204.9 349 10.5

anbmwe _. 3287
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Table 7. Social Indicators - Education
School Primary education | Adult female Adult Scientists/
Enrolment ratio enrolment ratio literacy rate literacy rate | Technicians
Subregion/country Per 000

1991

Burkina Faso 17 37.5 9 18.5

Cape Verde 49 . . .

Cote d’Ivoire 37 69.5 40 53.5

Gambia 29 0.0 .. . .

Ghana _ 46 76.5 51 60.5 1.5

Guinea 19 37.0 13 24.0

Guinea Bissau 25 59.5 24 37,0

Liberia 39.5 29 39.5

Mali . 25.5 24 - 325

Mauritania 25 55.5 21 34.0

Niger 14 29.0 17 28.5 .
|_Nigeria 37 70.5 40 51.0 1.0

Senegal 30 58.5 25 38.5

Sierra Leone 29 - 47.5 11 21.0
\Togo

Burundi ,

Cameroon 54.5

Central African Republic 35 68.5 25 38.5

Chad 29 65.0 18 30.0
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School Primary education | Adult female Adult Scientists/
Enrolment ratio enrolment ratio literacy rate literacy rate Technicians
Subregion/country ' Per *000
1990 1992 1990 1990 1991
Congo . . 44 57.0
Equatorial Guinea 64 . .
Gabon . - 49 61.5 -
Rwanda 39 71.0 37 50.5 0.2

Sao Tome & Principe

3 Wi

725

Angola 32 91.0 29 42.5

Botswana 64 118.5 65 74.5

Comoros 34 »
Diibouti 24 . . . 0.1
Ethiopia 17 25.0 16 24.5 .
Kenya 58 -95.0 59 69.5 1.4
Lesotho 58 106.5 . .. -
Madagascar 40 92.0 88 ~80.5

Malawi 38 66.0 34 49.5 ..
Mauritiys 57 106.0 75 80.0 3.4
Mozambique 24 59.5 21 33.0

Namibia 119.0 .
Seychelles » . . 3.8
Somalia 11.5 14 25.0

South Africa 75 76.5

Swarziland .

Tanzania 46.5

Uganda 48.5

Zambia

730

4.4

b

| Y

»

Source: UNICEF, The State of the World’s Children 1995; UNDP, Human Development Report 1994

LN
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Table 8.
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Health Indicators

T

Subregion/country

Life expectancy
(Years)
1992

Infant mortality
rae
1993

(per "000)

Under 5
Mortality
rate 1993
(per "000)

Safe water | POPULATION
access Per Doctor
1990 1990
(per "000)
INDEX NORTH=100*

88

Egypt 82 46 59 88 1320
Libya 84 67 100 93 690
Morocco 84 48 59 4840
Sudan 69 177 128 11110

RGNS
3

Burundi

Benin

Burkina Faso 64 99 175 71 33330
Cape Verde 90 72 5130
Cote d’Ivoire 69 89 120 16670
Gambia 60 11690
Ghana 74 103 170 54 25000
Guinea 59 133 226 64 50000
Guinea Bissau 58 139 235 39 7260
Liberia 73 145 217 -9340
Mali 61 120 217 20000
Mauritania 64 116 202 11900
Niger 62 191 320 33330
Nigeria 70 114 191 66670
Senegal 65 63 120 47 20000
Sierra Leone 7 164 284 14290
Togo 73 84 135 59 12500

65 107 178 56 .
Cameroon 74 71 113 12500
Central African Republic 63 104 177 25000
Chad 63 121 206 33330
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Source: UNICEF, The State of the World’s Children, 1993
UNDP, Human Development Report, 1993
* ALL FIGURES ARE EXPRESSED IN RELATION T0 THE NORTH AVERAGE, WHICH IS INDEXED TO EQUAL 100.

Life expectancy Infant mortality Under 5 Safe water POPULATION
(Years) rate Mortality access Per Doctor
1992 1993 rate 1993 1990 1990
Subregion/country (per *000) (per *000) (per '000)
INDEX NORTH=100*

Congo 69 82 109 21 8320 |
Equatorial Guinea 63 .
r_G_a;_bon 53 93 154 2790 |
Rwanda 62 81 141 66 50000
i Sao Tome & Principe 1940
Zaire 69 120 187 33 -
r_Anggla 6] 170 292 34 14290
Botswana 81 43 56 5150
Comoros 74 12290
_Djibouti 65 86 4180
Ethiopia 62 120 204 28 33330
Kenya 79 61 90 50 71430
¢ Lesotho 80 107 156 48 18610
Madagascar 55 110 164 8330
Malawi 60 141 223 50000
Mauritiug 93 19 22 100 1180

Mozambique 62 164 282 S0000 |
Namibia 78 62 79 4620 |
Seychelles 2170
Somalia 125 211 14290
South Africa 53 69 1640
Swaziland 18820
Tanzania 108 167 51 33330
Uganda 111 185 15 25000
Zambia 114 203 48 11110

i 2.

THE SMALLER THE FIGURE THE BIGGER THE GAP, THE CLOSER THE FIGURE TO 100, THE SMALLER THE GAP AND A FIGURE OF 100+
INDICATES THAT THE COUNT}(Y IS 'Brﬂ'ER THAN THE NORTH AVERAGE.
L4 , »

L4 = -
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