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I. ECONOMIC DEVELOPMENT IS HAMPERED

BY STRUCTURAL CONSTRAINTS

1.1. Global economic growth remains steady.,..

During the 90's, the world economy saw sustained growth in Gross Domestic Product
(GDP) of 2.5% per year in real terms. This growth was accompanied by improvement
of populations' well-being translated in terms of growth in per capita income. Per
capita income global average is about 6,000$ per annum2, which shows that the world
has the capacity to produce enough goods that would enable the world population to
live decently. However, many people have not benefited from this production growth.
About 1.2 billion people live on less than 1 dollar a day per head, and 2.8 billion live on
less than 2 dollars. More than half the world population lives in extreme poverty, with

less than 2 dollars per capita a day.

The worrying situation in which a significant part of the world population lives, has led
the International Community to adopt the Millennium Development Goals (MDG) with a
view to reach the following objectives by 2015 : reduce by half the number of people
living below the poverty line i.e. one dollar per head per day, reduce the proportion of
the world population suffering from hunger, achieve universal primary education,
reduce infant mortality, improve maternal health, promote gender equality, fight
HIV/AIDS, malaria and tuberculosis, ensure sustainable environment for
development, and finally implement a global partnership for development.

During the 90's, some important progress was achieved in the world towards poverty

reduction. Across continents, countries were able to substantially reverse poverty and
establish conditions for sustainable and equitable growth. The Eastern Asia region was
the most successful with an average GDP growth of 6% per year, and poverty levels
were significantly reduced, dropping from 27.6% to 14.2% between 1990 and 1999.
Other regions of the world also achieved significant progress. However, in Sub-Saharan
Africa, possibilities to realize the MDG by 2015 are uncertain. As a result of poor
performances in Sub-Saharan Africa in the ten last years, 300 million people - about
50% of the total population of the sub-region - still live below the poverty line, and this
proportion is likely to increase in the future, if vigorous actions are not taken to reverse

the current trend. According to the World Bank3, poverty reduction rates in Sub-
Saharan Africa will have to be expedited in order to achieve the objective : to increase

reduction rate from 0.2% per year between 1990 and 1999 to more than 4% in 2000-

2015 period.

2 Michael KLEIN (World Bank): Ways Out of Poverty : Diffusing Best practices and Creating Capabilities, 2001

3 World Bank Development Report 2000/2001, Attacking Poverty



Table 1 : Poverty Reduction in the World Region-wise, 1990-1999

Population Population

in extreme

poverty

1990(%)

All developing countries

Eastern Asia and Pacific

Europe and Central Asia

Latin America and the

Caribbean

Middle-East and North

Africa

Southern Asia

Sub-Saharan

Africa

Source : The World Bank

29.0

27.6

1.6

16.8

2.4

44.0

47.7

in extreme

poverty

1999(%)

22.7

14.2

3.6

15.1

2.3

36.9

46.7

Population in

extreme

poverty

1999 (million)

1,151

261

20

56

490

300

Average

annual

poverty

variation

rate

1990-1999

(%)

Average

annual

variation

rate

necessary to

achieve the

objective

<%)(1999-

2015)

Average

annual

rate oi

: variation

of per

capita

GDP

(1990-

; 1999)

-2.7

-7.4

9.0

-1.2

-2.8

-0.2

-9.4

-3.7

1.9

6.1

-2.5

1.8

I ■■
-0.5

-2.0

-0.2

-4.1

-3.2

-4.2

0.8

3.6

-0.2

Goals for Development: History, Prospects and Costs, April 2002
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1.2. Economic Growth in Africa is positive, but insufficient...

Although performances recorded by Africa in the course of the 2000-2003 period are

still too low to substantially reduce poverty levels, they can be considered satisfactory.

GDP growth rate remained higher than those recorded in most other regions of the

world.

Graph 1: Economic Growth in Africa, 2000-2003
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While being positive and steady, this growth does not allow for a great reduction in

poverty. According to available estimations4, and in accordance with the Millennium
Development Goals, poverty reduction in Africa would entail average annual GDP

growth of about 7% over the 2000-2015 period. Only a few countries were able to

achieve this objective. The reasons behind these poor performances include persistent

conflicts in Africa, which have had negative effects on human development and

economic growth, inadequate economic reforms with poor diversification of production

and exports, important budget deficits, galloping inflation and dwindling internal

resources, inadequate and unpredictable external support in the form of Official

Development Assistance and Direct Foreign Investment (DFI), as well as difficulty in

access to international markets5.

Political conflicts and instabilities which have destabilized some African countries for

about ten years have led to a deterioration of the economic fabric, namely the

destruction of communication and transport infrastructures, bankruptcy of state

institutions and the near rejection of democratic and good governance principles.

4 ECA : Economic Report on Africa 1999 : The Challenge of Poverty Reduction
5 Read also : ECA : Economic Report on Africa 2004 : « Exploiting the Commercial Potential ofAfrica in the
Context of Global Economy », 2004



However, the good news is that in 2003, centres of tension significantly decreased and
many countries embarked on the way to reconstruction and economic recovery. Many
countries have undertaken economic reforms in order to boost the production sector
and accelerate poverty reduction. The formulation of Poverty Reduction Strategy
Papers (PRSP) has given to countries that have reached the completion stage,

access to resources intended for Highly Indebted Poor countries (HIPC) and others
from bilateral and multilateral partners. Resources released in this way have been
allocated to funding the social sectors of education and health. However, these
resources have remained too inadequate to boost production sectors and foster
increase of poor people's incomes. The fundamental question is to ascertain whether
the PRSP can constitute real motors for African economic recovery. Conferences of
Wealthy Countries (G8), OECD, World Bank and Monetary Fund, African Union and
Economic Commission for Africa have all identified the importance of financing
development, particularly in favour of poor and developing countries. Industrialized
countries have even committed themselves to increase the volume of aid for Africa to
reach the 0.7% of GNP of these countries allocated to development aid. The trend
observed in 2003 is that development aid for Africa is constantly decreasing and is
below the level reached in 19906 , whereas it is estimated that in order to achieve the
millennium goals by 2015, Africa will have to have access to an additional 20 to 25
billion dollars per year. In the same way, Direct Foreign Investment flows (DFI) for
Africa have decreased for many countries, to the advantage of emerging and oil-
producing countries. In 2001, Sub-Saharan Africa received 14.3 billion dollars as DFI,
i e 7 7% of the total DFI oriented towards developing countries. If flows towards North
Africa are excluded, DFI flows to the rest of Sub-Saharan Africa would amount to 6.9
billion dollars, representing a drop of 9.2% compared to the year 2000 . The fall in DFI
is justified by persistent armed conflicts in Africa, political uncertainties and weak
economic policies as well as social problems such as diseases and the low level of
training of the labour, which discourage potential investors.

Africa also suffers from constraints related to access to markets in developed
countries due to tariff and non-tariff barriers on products from Africa. Bans by
European countries, United States and Japan on agricultural products from African
countries limit the capacity of the latter to increase their exports and consequently the
foreign exchange resources necessary to fund development programs. Also, African
exports continue to rely for their export earnings on raw materials and agricultural
products, which are often vulnerable to market fluctuations and climatic conditions.
This situation has led to a deterioration in the position of trade deficits and the balance
of payments, and this has resulted into a reduction of incomes, over-indebtedness,

decrease of investment and aggravation of poverty.

The factors outlined above and others which constitute major impediments to African
development and substantial poverty reduction also affect the Eastern African sub
region, which happens to be the poorest, currently, in spite of its considerable
development potential, both in terms of human resources (30% of African population)
and natural resources (fertile soils, climatic conditions favouring agriculture, many
lakes and rivers, important mine fields, unexploited hydroelectric potential., etc).

6 ECA : Economic Report on Africa 2004

7 World Bank : World Development Indicators 2002



1.3. Economic growth in Eastern Africa is still too low to reduce

poverty...

Performances of the Eastern African sub-region in the last three years remain below

the world goals of reducing by half, by 2015, the number of people living below the

poverty line. Real GDP growth rate went from 4.4% to 4.9% from 2001 to 2003, but

remains below the 7 to 8% line on average per year required to reduce poverty levels

by 2015. The structural constraints mentioned in previous reports still restrict

possibilities for substantial and sustainable economic growth. These constraints

include over-reliance of economies on the agricultural sector which is vulnerable to

climatic changes and fluctuating prices on world markets, coupled with poor

diversification of production, persistent centres of tension and conflicts, with negative

consequences on economic and human development, poor dynamism of the sub-

region in world trade, reduced external aid, conjugated with a low level of domestic

savings, etc.

O
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In 2003, 6 countries out of 13 were able to record a GDP growth rate higher or equal

to 5.0%. They include the Democratic Republic of Congo, Eritrea, Ethiopia,

Madagascar, Tanzania and Uganda. During the 1998-2003 period, only Ethiopia,

Tanzania and Uganda recorded positive growth rates. No country has been able to

reach the annual average rate of GDP growth of 7 -8% per year over the last five

years. These figures translate the extremely difficult situation in which most countries

in the Eastern African sub-region are. However, it should be noted that there was a

slight positive evolution in 2003 compared to previous years. With the exception of

Seychelles, all countries of the sub-region achieved positive growth rates in 2003.



This positive evolution is the result of regained peace and stability in the countries that
were troubled by conflicts and also on good climatic conditions and the pursuit of

economic reforms.

Table 2: Economic Growth in Eastern Africa, 1998-2003 (%)

Burundi

Comoros

RDC

Djibouti

Eritrea

Ethiopia

Kenya

Madagascar

Rwanda

Seychelles

Somalia

Tanzania

Uganda

Eastern Africa

1998

4.4

-1.1

-0.7

1.7

3.0

0.5

2.7

3.5

6.7

3.0

2.6

5.0

4.0

2.5

1999

-1.2

1.2

3.0

2.2

3.0

6.5

1.4

4.7

5.0

2.9

1.5

5.7

5.3

3.8

2000

-0.3

0.8

-11.4

4.0

1.2

5.5

-0.3

4.8

6.3

-8.4

-0.8

4.4

5.1

0.6

2001

3.2

1.0

-4.1

1.5

5.8

7.0

1.2

6.7

6.0

-8.1

-

4.6

4.8

4.4

2002

4.5

3.0

3.4

2.0

-1.2

7.5

1.4

-12.0

9.4

1.2

2.8

4.8

6.2

3.0

2003

1.1

2.5

5.0

2.5

5.4

5.0

3.0

9.6

3.2

-1.5

2.3

5.6

6.0

4.9

Source: Country Reports

Poverty increases

While the world is pleased to have reduced by 130 million the number of people living
below the poverty line8, the number of poor people in Eastern Africa increased by
about 37 million between 1990 and 2003. The proportion of the population in the
subregion living below the poverty line has remained higher than 50%. Indeed, about
144 million people, or 54% of the population of the subregion, live below the poverty

line, which means they earn less than one dollar a day per capita.
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Graph 3 : Proportion of the Population Living below the Poverty Line in Eastern

Africa, 1990-2003 (%)
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Source: UNDP Country Reports on Human Development

Other characteristics of poverty highlight difficulties for the subregion to realise the

Millennium Development Goals. In particular:

• In this sub-region, food insecurity is spreading and affecting increasingly more

people. Agricultural productivity has considerably decreased, due notably to

political conflicts and instabilities, reduced soil fertility, low utilization of modern

technologies in agriculture, adverse climatic conditions and non-remunerative

agricultural product prices, which do not encourage production increase. As a

result, the proportion of under-nourished people remains high ;

• Percentages of children in primary education are in many countries still lower

than 60% even in countries that have made efforts to increase the percentage

of primary education; the quality of education has deteriorated due to lack of

qualified teachers and adequate teaching aids. As a result, poor children who

attend school learn very little;

• Gender equality in education is an objective many countries in the sub-region

try to achieve, and yet it remains thwarted by cultural constraints. The female

net enrolment rate in school is 40% on the average. Efforts are necessary to

achieve the 100% objective ;

• Infant and maternal mortality rates remain extremely high. In the sub-region,

infant mortality remains higher than 100 for 1,000 live births and that of children

below 5 years often reach 200 for 1000 live births, while between 500 and 1000

women out of 100,000 births die in the process of childbirth. These levels are

unacceptable.
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• HIV/AIDS affects about 24 million people who are contaminated, i.e. 9% of the
sub-region population. This represents 60% of contaminated people in the
world which is considerable. This pandemic constitutes a serious threat for
populations, in particular women and youths. Tuberculosis, opportunistic
infection related to AIDS, and malaria which is related to poor hygiene and
environmental conditions, also constitute threats to populations' health and

thereby their productivity;

• A large number of people do not have access to potable water and basic health
services. It is estimated that about 107 million people only or 40% of the
population in Eastern Africa sub-region have access to a source of potable
water. Therefore, it would be difficult to realize the millennium goal of cutting by
half by 2015, the proportion of the population which has no access to supply in
potable water and hygiene services in a sustainable way, unless adequate
means and will are mobilized to render this goal effective. In the same way,
about 45% of the population in the sub-region only have access to basic health

services;

• Finally, about half the population in the subregion is illiterate. This is a big

challenge to subregional development.

Nonetheless, in spite of this depressing picture, some countries have achieved
significant progress in the area of human poverty reduction. That is the case for
Tanzania, Uganda, Ethiopia, and Madagascar, which managed to significantly

reduce the number of poor people.

1.4. Performances per country highlight major structural

constraints

In Burundi, the political crisis which has been shaking the country since 1993 has
considerably weakened the social and macro-economic fabric. Agricultural production
has practically collapsed due to internal conflicts, demobilized agricultural labour and
economic sanctions, which have hampered supply of inputs. Furthermore, this crisis
has brought to a standstill reforms aimed at modernizing the economy, leaving the
State without enough resources to combat poverty. Economic performances are still
low, real GDP growth was negative all along the 1994-1997 period, falling to - 7.3% in
1995 and -8.4% in 1996. Real GDP recorded growth of + 0.4% in 1997 and 4.8% in
1998 but dropped again to 0.9% in 2000. Agricultural production, which is the
backbone of the economy, practically collapsed due to conflict and demobilization of
agricultural labour, which it caused, as well as economic sanctions that impeded input
supply. Signs of slight recovery were seen in 2001, with a real GDP growth of 2.1%.

Economic recovery was maintained in 2002 and was stimulated by 100% production
of coffee and tea and by the return of refugees, thanks to the ongoing rehabilitation
programme. In 2002 GDP growth stood at 4.5%, while growth in 2003 was affected by
adverse climatic conditions recorded at the beginning of the year, in spite of recovery
in the secondary and tertiary sectors. As a result, this growth has been of the order of
1.1%. Inflation has not been curbed as yet. Annual inflation rate fell from 24% in 2000
to about 9.3% at the end of 2001, owing to growth in food crop production.
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The burden of Burundi's external debt on public finances and balance of payments is
undeniably unsustainable, and is the main obstacle to economic growth and poverty

reduction. External debt incurred by the State was about 1.1 billion US dollars in

2001/2002 and represented about 180% of GDP in 2002. This incurred external debt

was estimated at the end of 2003 at 1.237 million US dollars, i.e. nearly 208.4% of

GDP. External and internal imbalances, namely severe constraints due to modest

reserves in foreign currencies justify further the need for macro-economic reforms.

Authorities are trying to face macro-economic, financial and structural challenges by
conducting programmes with the support of the international community which provide

for internal adjustment reforms to restore macro-economic stability, structural reforms

for good governance to reinforce transparency and public affairs management, as well
as sectoral reforms for economic recovery. In addition, Burundi has already prepared

its interim Poverty Reduction Strategy Paper (PRSP-I) and has been negotiating
since 2003 a medium-term economic and financial programme with Breton Woods
Institutions on the basis of priorities expressed through this interim strategy.

In Comoros, the socio-economic situation has been characterized by poverty, bad

governance and extreme political instability for many years. The Comorian

economy is based on the service (47% of GDP) and agriculture (41% of GDP)

sectors with a narrow industrial base (12% of GDP). Foreign exchange earnings

come essentially from exports of cloves, vanilla and perfume essence (Ylang-

Ylang), as well as money transfers from Comorian people living abroad. Since the

80's, the country has been facing major macro-economic, social and political

imbalances. Negative growth in per capita income over the last two decades i.e. -

0.6% in the 80's and -1.3% in the 90's has led to poverty increase, and the standard

of living has deteriorated, more in the islands of Ndzuwani and Mwali than in

Ngazigja. The progressive advancement of Comoros towards the Millennium

Development Goals will require acceleration of economic growth. Between 1998

and 2003, the Islamic Republic of Comoros recorded a negative growth in GDP per

capita. GDP reached a modest growth of 2.1 % in 2003 compared to 2.3% in 2002.

This growth is the result of favourable international prices for Comorian main export

products and the recovery of the building sector. Recovery of international aid in

2001 and 2002 also contributed to GDP growth. 2004 Prospects show a GDP

growth lower than in 2003 or 1.7%. The Comorian government has committed, with

support from donors, to establish programmes aimed at reducing the magnitude of

poverty, in particular increase food crop production with a view to substitute some

imports such as rice. This approach will enable an increase in food security,

increase progressively household incomes and reduce thereby poverty. It will

improve substantially the balance of payments, and meet in a more direct way

increasing food demand from underprivileged Comorian consumers. According to

first analysis, it would be difficult, even impossible for Comoros to realise the

millennium objective given the current levels of economic growth, indeed, it is

admitted that an annual GDP growth rate of 1.4% per capita over the 1990-2015

period is necessary if the objective related to reducing money poverty is to be

achieved.

However, growth rate per head for the period of 1990 and 2001 was -1.3%, which

means a trend largely lower than the required growth rate. However, if the country

envisages reducing by half the level of poverty by 2015, the speed of annual per

capita income growth will have to be higher, i.e. 2.9%. This presupposes a profound

modification of economic policies, political stability and appropriate redistribution

policy.
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Democratic republic of Congo. In spite of its immense human and subsoil
resources DRC is classified among the poorest countries in Sub-Saharan Afnca.
Nearly 80% of the population survives on less than 0.20 US dollars per capita per day.
Review of available statistical data translates a situation of general impoverishment. In
2002 the GDP/H was estimated at nearly 74 US$. The level of income, per head and
per day (1985 dollar), went from 1.31 USD in 1973 to 0.91 in 1974, and to 0.30 in
1998 The country is therefore plunged in absolute poverty which tends to be
generalized: the average income of Congolese is below the absolute poverty line and
has continually decreased by 3.08 % annually on average till 1998. This poverty
concerns the entire national territory, both in rural and urban areas and
indiscriminately at various degrees of all social classes and the sexes. DRC started a
decisive phase in its history since the signature by all parties in conflict, of the Global
and all-inclusive Agreement in December 2002, in Pretoria, South Africa. The year
2003 was marked by the end of armed conflicts and the establishment of Transition

Institutions in accordance with the global and inclusive agreement. In spite of
economic and social difficulties resulting from the years in war, the Government has
succeeded in carrying out the reunification of the country and preserving macro-

economic stability. Indeed, in April 2001, the government took medium-term
measures regarding public finance and monetary policy in the framework of the
Enhanced Interim Programme (PIR: Programme Interimaire Renforce) whose main

objective is to break hyper-inflation which had characterized the national economy.
These measures consisted in liberalizing the economy and consolidating macro-

economic stability. Results obtained at the end of PIR enabled DRC to revive normal
relations with Bretton Woods Institutions. Arrears vis-a-vis IMF and the World Bank
were settled in June 2002, opening thus, the way to a series of debt settlement with
the African Development Bank and creditors of the Paris Club (September 2002>.
Since March 2002, and following the formulation by the Government of an Interim

Poverty Reduction Strategy Paper (PRSP-I), PIR has been relayed by two major

programmes namely:

- The Three-Year Macro-economic Reform Programme for the period extending

from April 2002 to July 2005 ; and

- The three-Year Emergency Multi-sector Program for Rehabilitation and
Reconstruction (PMURR; 1.7 billion $) covering the period extending from July

2002 to June 2005.

After the establishment of the Transition Government, economic performances show
signs of economic recovery. Economic growth is resuming and hyper-inflation which
had marked the DRC during the 90's has been progressively curbed. The level of 6%
is expected to be maintained over the period 2004-2006. In 2003, the Congolese
economy recorded a growth rate of 5.7% as against 3.5% in 2002. This growth rate was
higher by 0.7 percentage point compared to the 5% objective retained in the framework

of the Government Economic Programme.

Three branches significantly contributed to improving the growth rate, namely the
branches of the building industry and public works (41%), mining and iron and steel
industry (28%), as well as transports and communications (13%).
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The resumption of activities in these three branches results mainly from progress in both
public and private investment. Inflation was again below the 100% level for the first time

in 2002, with an average of 25% compared to 500% in 2000. Inflation rate at the end of

2003 was estimated at 4.4% compared to 6.0% goal. The Interim Poverty Reduction

Strategy Paper (PRSP-I) finalized in March 2002 hinges on three pillars - namely: 1)
restoring and consolidating peace, 2) macro-economic stabilization and pro-poor
recovery and 3) community dynamics.

Djibouti has had over the last two decades a socio-economic evolution that was
marked by a succession of political and economic difficulties, which led to a

deterioration of the financial situation and its economic and social infrastructure.

As a result, per capita income fell by more than 25% compared to its level in
1984. in addition, the main indicators of sustainable human development, namely

- the gross education rate, infant, infant-juvenile and maternal mortality and

access to potable water - indicated continuous deterioration. Even after six years

of structural adjustment backed by IMF and the World Bank, the social situation in
Djibouti remains fragile. Efforts for structural reforms aimed at eliminating some

obstacles to growth have remained modest, and social indicators in Djibouti

remain, as of now, among the weakest in the world. Important progress achieved

in the macro-economic field, with the reduction of the budget deficit and the

balance of current transactions, which were brought respectively to 2.1% and

4.3% of GDP in 2001, was not accompanied by a reversal of the trend of
deterioration of the social situation. Data from the two exploratory surveys on

poverty, EDAM 1 and EDAM-IS 2 shows indeed that the incidence of relative

poverty and extreme poverty of households, saw between 1996 and 2002, an

appalling rise, going respectively from 64.9% to 74.4% and 34.5% to 42.2%. The

difficulty of gathering expected benefits from the recovery programme is

explained mainly by the fact that the programme has underestimated the crucial

need for accompanying social measures in a precarious socio-economic

environment, where the State is the main employer and client, as well as high

unemployment (namely among young people). Exploratory analysis of various

surveys on poverty shows that it has become structural. Consequently, poverty in

Djibouti, by its scale and depth, is not a social problem only; it constitutes a

veritable challenge to development. The establishment of a global poverty

reduction strategy has become from now on the main initiative for the country's

general policy. The Poverty Reduction Strategy Paper in its final version takes

into account this element. This objective of poverty reduction, which is the corner

stone of Djibouti policy of economic and social development, can only be

executed in the context of economic growth that guarantees to poor people better

access to basic social services and the building up of human capital, which will

reduce substantially poverty and unemployment. However, the policy of economic

growth depends upon an improved macro-economic framework through the

pursuit of the budget stabilization programme and will also be based on the

leading role that the private sector will have to play. The fundamental objective of

PRSP is to create a dynamics of growth and the building up of human capital that

can reduce in a substantial way, poverty and unemployment and improve living

conditions for all citizens.
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It is grounded in a vision to exploit the strategic assets of the country, its
qeoqraphic location and its port and to develop its human resources, so as to
drastically improve competitiveness of the economy and to ensure its beneficial
integration in the world economy. The main objectives of PRSP by 2006 will be:
(i) to bring the average GDP growth of the period to 4.6%; (ii) to bring down
extreme poverty incidence to 40%. The objectives in priority action fields are: (i)
increase education gross rate to 73%; (iii) bring back the IMR to 90 per thousand
and the Infant-juvenile mortality rate to 110 per thousand and; (iv) stabilize HIV
prevalence rate around 3%. The strategy to control poverty requires the
mobilization of important external resources to realise sector action programmes.

In Eritrea the global macro-economic situation was seriously affected by the two
and a half years of border conflict with Ethiopia, which aggravated structural
deficits Prior to the conflict, Ethiopia was Eritrea's principal trade partner with
60% of the trade traffic. Following this conflict, export earnings decreased, falling
from 54 million dollars in 1997 to 28 million dollars in 1998 and only 20 million in
1999/2000 Revenues from the two main ports have completely dried up, going
from 20% of government revenues and 8% of GDP before the conflict, to only 4%
and 1% in 1999/2000. Reduction in foreign exchange reserves was aggravated
by the suspension of a major part of international aid. The level of foreign
exchange reserves has fallen in less than a month of import needs, whereas the
general level of economic activity dropped given that more than 10% of the
population was involved in the war. Military expenses rose from 12% of GDP
before the war to 29% of GDP in 2000. The conflict has also caused considerable
social effects including the deportation of 70,000 Eritreans and Ethiopians of
Eritrean origin, the displacement of about one third of the population and the
mobilization of about 30,000 people for national defence. This created an
immense social problem. Per capita income, which amounted to 200 $ in 1998,
fell to 160 $ in 2002. About three quarters of the population live in extreme
poverty. In its Medium Term Recovery Programme (2004-2006), the Eritrean
government has set the following objectives: i) restore macro-economic stability,
ii) attract private investment with the aim of increasing exports of goods from 26
million $ in 2002 to 200 million $ in 2006, iii) ensure food security, and iv) reach a
real GDP growth rate of 5 to 7% per annum. These objectives will be achieved
thanks to: 1) establishment of an enabling environment for a strong and
competitive economy with an effective export-oriented private sector 2)
investment in infrastructures, institutional development and priority sectors of the
economy, 3) capacity building and enhancement of the well-being of the
population by investing in the sectors of education, health, potable water and
sanitation, 4) formulation and implementation of programmes that can stimulate

rapid economic growth, reduce poverty and reliance on foreign aid.

Ethiopia is a country of enormous contrasts and diversity in terms of physical
features, economic potentialities and cultural varieties. It is also a country where
more than 45% of the population lives in extreme poverty. Ethiopia has had to
face a twofold challenge: the challenge of long-term economic development and
the challenge resulting from the profound crisis, namely the disastrous and
chronic drought and famine, the terrible spreading of diseases namely HIV/AIDS
and external shocks. Since 1992, the reformist government has established
economic policy measures aimed at economic growth and poverty reduction

through the largest participation of the private sector in the economy.
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However, these efforts are hampered by vestiges of a centralized economy that

the government tries to correct by means of reforms aimed at: i) reforming the

public service with the adoption of a code of conduct for the public service, ii)

capacity building in the key ministries, such as the Ministry of Finance and

Economic Development and the Judicial System, iii) reform of agriculture, in

particular, adoption and implementation of an action plan to improve efficiency of

the fertilizer market and the training programme for farmers, iv) legal and

regulatory reforms including review of the trade law and a review of the

establishment of the lease policy for plots in urban areas , v) restructuring State

departments, including participation of the private sector and introduction of
regulatory frameworks, and vi) pursuing the programme of privatizing public

enterprises. However, these reforms have not yet succeeded in achieving the

sustainable growth required to reduce poverty significantly. In spite of a decade of

reforms and substantial support, the Ethiopian economy has remained stagnant,

with absolute poverty on the increase. GDP growth has fluctuated over the last

years. Record GDP growth occurred in 2000, with a 7% level. However, in the

course of the ensuing years, GDP growth fell to 1.2% in 2001/2002 and to -3.8%

in 2002/2003 following the negative effects of drought and the fall in prices of

coffee on the international market. At the same time, inflation rate shifted from -

7.2% to 15% between 2002 and 2003, following a high rise in prices of food
crops.

Kenya is in a worrying socio-economic situation, and this has lasted for several

years. In 2003, a slight growth recovery was recorded and the GDP grew by

1.8%, the highest rate in five years. Modest performances were recorded in the

following sectors: agriculture (1,5%), manufacturing (1,4%), building (2,2%),

finance, parastatals and services (3,3%). The level of inflation has remained high

(9.8%). The disastrous economic situation of the last years has worsened the

poverty status of the population. The proportion of the population living in extreme

poverty rose from 11 million people, i.e. 48% of the population in 1990 to 17

million people, i.e. 56% of the population in 2001. In 2003, the proportion of the

poor was estimated at 56.8%. Surveys show that 75% of poor people live in rural

areas. All other social indicators have deteriorated over the last two years. The

illiteracy rate increased, while school education rate decreased considerably. Life

expectancy has also fallen and infant mortality has increased over the last years.

These negative developments have been exacerbated by the emergence of the

HIV/AIDS pandemic. The Government has undertaken an economic recovery
programme, first through the Poverty Reduction Strategy Paper (PRSP) which

was adopted in 2001, and which, following the establishment of the new

government, was replaced in 2003 by the Economic Recovery Strategy for

Wealth and Employment Creation (ERSWEC), which will cover the 2003-2007

period. The pillars of this new programme are: a) restoring economic growth

(reach 4.7% per year), supported by an appropriate policy of macro-economic

stability, b) strengthening good governance institutions, namely by the rule of law,

national security, reform of the local authority and public expenditure, c)

rehabilitating physical infrastructures with the private sector participation, d)

investment in human capital and creation of jobs (at least 500,000 jobs every

year), e) promotion of productive sectors, particularly agriculture, tourism and

manufacturing sector, f) establishment of an implementation framework including

a system of monitoring and evaluation. All these pillars have, as a final goal, to

reduce poverty by 5% at least during the programme period (2003-2006).
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Concerning the realisation of Millennium Development Goals, analysis shows that
Kenya has not significantly progressed; and the main reason for this is lack of

resources.

Madagascar experienced in 2002 a serious political crisis following presidential

elections in December 2001. Until June 2002, the country was plunged in
unprecedented stagnation, both at the political and socio-economic level. The country

has practically been divided into two; difficulties in supplying and selling exports

caused by road barriers, strikes and paralysis of institutions have considerably
disrupted socio-economic life. Production sectors, particularly those oriented to export

(tourism and textile) and free zone enterprises have been seriously paralysed.
Several enterprises have had to close, leading to unemployment of about 150,000
people. The decrease in sales and the freeze of the financial sector have caused cash
problems in enterprises leading to many bankruptcies. Fuel and essential basic
products were sorely lacking. This crisis disrupted the good economic performances

that Madagascar had recorded during the 1997-2001 period, following implementation
of the macro-economic reform and stabilization programme. GDP growth which was

4.5 % during this period drastically dropped to -12 % in 2002. Inflation exceeded 16

% while poverty level affected about 80 %. The second half of the year 2002 was
marked by implementation of measures for economic recovery and re-establishment

of Institutions, in July 2002, the meeting of « Friends of Madagascar» held in Paris
laid the foundation for national recovery. In particular, development partners

committed themselves to lend their support up to 2.4 billion $ over 4 years in support

of the recovery programme. The recovery programme was carried on in 2003 with the

adoption in July 2003 of a Poverty reduction Strategy Paper (PRSP) by the

Madagascan government and was based on a participatory approach. In 2003, real

GDP growth shifted from -12 % in 2002 to 9.6%. This results mainly from recovery of

activities in the secondary sector, in particular the opening of free enterprises. The
secondary sector has consequently registered growth of 12.8 %, while the primary
sector increased only by 1.3 %, in spite of the good performance of rice farming due to

favourable climate, which led to the fall in rice prices on local markets. The tertiary
sector has recorded growth of 10.1% mainly due to recovery of activities in the

building industry and public works, as well as in transport and communications.

Inflation level was negative, i.e.—1.7 % translating the return to normal and price
stability as compared to the situation in 2002. The Madagascan Government

developed a Poverty Reduction Strategy Paper (PRSP) with the objective to reduce

by half the level of poverty within 10 years, i.e. shift from the current rate of 70 % to 35
% between 2003 and 2013. The PRSP is the fruit of a sustained participatory process

involving all the active human resources of the nation. It also hinges on the Millennium

Development Goals (MDG), aiming to reduce by half the number of people living in
extreme poverty by 2015. The PRSP is built around three strategic axes namely: 1)

restore the rule of law and a well- governed society; 2) foster and promote economic

growth with a large social basis, 3) foster and promote larger systems designed to

ensure human and material security and social protection.

Rwanda recorded a low GDP growth in 2003, after six years of sustained economic

growth. GDP growth was only 3.5% in 2003, compared to 9.4% in 2002. Low food

crop production due to adverse climatic conditions and the low level of production of

export products are the main causes of this poor performance.
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Once again, it appears that increase in production results more from climatic

conditions and price behaviour on markets rather than an increase of productivity,

which highlights the weakness of the technological basis of the sector and the

vulnerability of the entire economy to climatic and external shocks. The secondary

sector has shown an increase of its added value by 5.3%, thanks mainly to the

building sector (+15.6%); all other sub-sectors of this branch (mines, agro-industries,

etc) have shown a decrease in production. In spite of the efforts the Government is

making to diversify the economy, apart from agriculture, growth in this sector remains

weak. Agriculture, which is the main driving force of growth, remains a subsistence

activity and does not have economic linkages with other sectors. Growth in the

industrial sector remains limited by technical constraints and lack of supervision. The

service sector recorded a growth of 6.5%, thanks to an increase in trade and banking

activities. Concerning short and medium term perspectives, the 2020 Vision and the

National Programme of poverty reduction are the two pillars of poverty eradication

which affect more than 60% of the Rwandan population. In accordance with the

Millennium Development Goals (MDG) whose aim is to reduce by half the number of

the poor living below the poverty line by 2015, Rwanda intends to reduce considerably

the proportion of the poor, which would be reduced from 47.5% in 1990 to 23.8% in

2015. Nonetheless, it should be noted that given the tragic events that occurred in the

country in 1994, war and genocide, the proportion of the poor soared and reached an

alarming level of 77.8% in 1995. It went down to 60% in 2000. Bringing down this

figure to 23.8% in 2015 is a big challenge that the Government is committed to take

up. The following picture shows the way to do this in order to achieve the millennium

goals. Beside poverty reduction, the Government of Rwanda has also the objective of

transforming the national economy and reaching a development level that would make

Rwanda a medium income country with a per capita income that would rise from the

current 260$ to 900S by 2020. Priority axes underlying this ambitious programme

include: 1) transformation due to agricultural development of the rural sector, 2)

development of the private sector, 3) development of human resources, 4) capacity

building, 5) good governance, and 6) regional and international economic integration.

The programme aims at improving agricultural productivity and expansion of the

demand for non agricultural sectors for goods and services, in particular the industry

sector. Implementation of this ambitious programme will be facilitated by peace and

stability prevailing in Rwanda, a precondition for economic development.

Seychelles, a group of islands in the Indian Ocean, has enjoyed for 25 years a

standing of living comparable to that of developed countries. The GNP per head has

considerably increased, rising from less than 1,000 dollars in 1976 to about 8,000

dollars in 2003, thanks mainly to a very dynamic tourism industry which accounts for

70% of foreign exchange earnings and employs a third of the active population, and

the fisheries industry which accounts for 90% of the country's export earnings. The

country has invested important resources in education, health, habitat and other social

sectors. For some years, Seychelles has had low economic performances with a GDP

growth which dropped from 4.6% in 2000 to -1.2% in 2001, 1.2% in 2002 and -1.5%

in 2003. Though this country is classified among high income countries due to its high

per capita income, it currently is encountering problems. Development assistance,

which constituted an important source for funding development, has been considerably

reduced, from 10.1% of the gross national income in 1990 to 2.4% in 2001. This

reduction in development ai'd, coupled with low performances of the economy, has

weighed heavily on the economic management of the country, and consequently has

led to excessive indebtedness in the domestic banking sector and the capital market.
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The net indebtedness of the State from the banking system amounted in 2003 to 5.2

million Rupees, i.e. 200% of GDP. At the same time, the State incurred external debts
to settle its payment arrears and to fund the programme of rescheduling debts.

Following these economic difficulties, the Government of Seychelles has introduced
the Macro-Economic Reform Programme (MERP) whose objective is: to stabilize
public finance (limit public expenditure), increase budgetary revenues, privatize the

State assets, control the exchange reserves, liberalize exchanges and restructure

external debt. Although these economic policy measures have led to a strict control of
imports, the budget deficit has remained high. On the other hand, lack of foreign
exchange resources is a major constraint for the private sector. This reform

programme will also affect negatively vulnerable and disadvantaged groups. As a
result, the Government adopted measures in the sectors of agriculture (National Policy

for Agriculture and fisheries, 2003-2013), environment (Seychellois Plan for the

management of the Environment 2000-2010), education, health, gender and women

empowerment. For all these programmes, the fundamental issue is funding.

Somalia has functioned without a legal Government since the beginning of the war in

1991. During this whole period the country experienced conflicts and human

sufferings particularly of women, children and other vulnerable people. At the same

time, two parallel administrations rivalled to restore peace and stability. In the North-

West (Somaliland) and the North-East of Somalia (Puntland), government structures

were established and allowed restoration of peace and economic progress with the

participation of a dynamic private sector and groups of the civil society in the

reconstruction of towns, resumption of daily life and implementation of basic services.

In the south of Somalia, the situation remained somewhat uncertain, with pockets of

peace and zones of crises characterized by inter-ethnic conflicts. On the whole, the

situation in Somalia has remained extremely complex with a somewhat dangerous

environment discouraging the intervention of aid agencies. Since 1994, Somalia Aid

Coordination Board (SACB) has been the platform for the coordination of aid for the

country. It represents the forum for all development partners to discuss humanitarian,

rehabilitation and development issues. SACB also offers the possibility for sharing

information on evolution of efforts in areas of security, governance, peace and

reconciliation. SACB partners include governments, donors, United Nations agencies,

inter-governmental organizations and national NGOs. Owing to the war, poverty in

Somalia has deteriorated and indicators of human development remained among the

lowest in the world. The proportion of the population living below poverty line is

estimated at 43.2%, of which a large part lives in rural and nomadic areas. The

purchasing power of rural households has declined over the years due to the fact the
exchange terms for agricultural and pastoral productions dropped against the value of

food imports. This has led to impoverishment of rural households. On the other hand,

urban households benefited from favourable conditions in terms of access to

employment, trade opportunities and better social services. The rate of primary school

education for children was estimated at 17.1% in 2001. Infant mortality of children at

birth and that of children below five years are respectively 132 and 224 for 1 ,OOO live
births while maternal mortality is estimated at 1 ,600 for 100,000 live births. These

rates are among the highest in the world. It would certainly be difficult for Somalia to

achieve the Millennium Development Goals (MDG) in the current situation.
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To reduce by half the proportion of the population living below the poverty fine by 2015

presupposes the implementation of a large economic recovery programme in all the

key sectors of the economy - namely agriculture, commerce, economic infrastructures,
education, health, etc. - supported by the international community in a favourable

environment of peace and stability.

The United Republic of Tanzania enjoys political stability, which has encouraged
implementation of economic reforms and development programmes. Presently,
Tanzania is implementing poverty reduction programmes in the framework of the
initiative in favour of highly indebted poor countries (HIPC), as well as the 2025 Vision.

Furthermore, Tanzania has embarked on the realisation of the Millennium

Development Goals by 2015. The 2025 Vision, which represents Tanzania's

development framework for the years to come, focuses on poverty reduction and

achievement of Millennium Development Goals. It includes 7 objectives and 7 goals.

The objectives are :: 1) reach a high economic growth during the period of the Vision
(on average 8 to 10% and eradicate extreme poverty and hunger by 2015) 2)

eradicate poverty and achieve economic and social justice for all citizens, regardless

of sex, race or religion, 3) achieve basic social needs, taking into account gender

equality, 4) promote good governance, democracy, rule of law, integrity of the human

person and moral rights as the foundation for political stability, national unity and social

cohesion, 5) preserve the environment to ensure, for future generations, the benefit of

rational management of natural resources, 6) encourage properly thought-out

development and promote culture among the populations, 7) achieve the highest

integrity level, confidence and self-esteem in building an autonomous nation. The

goals to achieve are: i) raise per capita income from 210 $ to 3,420$ by 2025, ii) raise
life expectancy at birth from 52 to 70 years, iii) reduce infant mortality from 99 to 20

deaths per 1,000 live births, iv) achieve universal basic education, v) increase

secondary education from 21.7 to 50% in 2015, vi) increase accessibility to potable

water from 50% to 90% of the population, vii) promote gender equality and

opportunities for women to participate in decision-making in all community, economic,

political and cultural activities.

Uganda adopted a development strategy based on the private sector and oriented on

exports aimed at both domestic and international competitiveness. In addition, the

Government is implementing the Poverty Eradication Action Plan (PEAP) whose
objective is to reduce absolute poverty to 10% by 2017. During the year 2003, Uganda

recorded a positive GDP growth, in spite of the fact that it did not reach the 7% level

required to reduce poverty as indicated in the PEAP objectives. The PEAP has four

pillars: i) create a framework for economic growth and structural transformation, ii)

enhance good governance and security, iii) increase poor people's capacity to

increase their incomes, and iv) improve living conditions of the poor. In 2003, GDP

registered a growth rate of 6%, which represents a rise compared to the year 2002

which had recorded a growth of 5.2%. This good performance is due to the agricultural

sector, which increased production by 5.2% in 2003, compared to a low growth of

2.3% in 2002. The sub-sector of food crops recorded a high growth of 7.7% compared

to a rate of 3.7% in 2002. In the export sub-sector, cotton, fish, tea, maize and flowers

recorded good performances. In spite of efforts to diversify and modernize production

sectors, agriculture continues to play a leading role in production. It accounts for about

40% of GDP, which makes the country vulnerable to unforeseen climatic changes and

to price instability on international markets.
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During the 90's, the proportion of people in absolute poverty shifted from 56% in 1992

to 44%, 34% and 38% in 1997, 2000 and 2003.

However, the trend seems to have reversed since 2002, due to bad climatic
conditions, fall in international prices of foodstuffs, inequalities in income distribution
and effects of the civil war in the north and north-east of the country, which caused the
displacement of nearly one million people to internal displaced people's camps. These
people lost their goods and are confined to living idly at relatives' places, which
represents a supplementary responsibility for host families. The trend observed since
2003 whereby poverty takes off again, calls for renewal of efforts to stop this negative
trend and maintain good performances. Another successful area is the rate of primary

education enrolment, which rose since 1994/1995 from 55% to 98% in 2001/2002 and
was maintained at this level. Having achieved the objective of primary education, the
Government's priority is now to improve the quality of education to broach the density
issue. Some measures to meet this objective are the training and recruiting teachers

and securing school equipment. On the other hand, another issue is that a large
number of those completing primary education cannot continue their education due to

lack of means to fund secondary education, given that the latter is not free.
Furthermore, there are not enough secondary and higher education establishments,
and for this reason the Government encourages the creation of private institutions and

offers support to some of them. The Government also offers some scholarships to
some students who reach secondary and higher education. Progress has been

achieved in the fight against the HIV/AIDS pandemic, and the prevalence rate has
been reduced over the years, from 15% in 1993 to 7% and 6% in 2002 and 2003

respectively. The problem now is that this rate seems to be constant at 6%. In spite of
the good economic performances recorded, the country continues to face important

challenges that result from both external and internal factors, in addition, climatic

conditions are increasingly harsh, which affects the agriculture sector, particularly the

food crops sub-sector.



II. RIGID STRUCTURES OF PRODUCTION AND TRADE

2.1. Economies predominated by a poor-performing agriculture

The production structure in the Eastern African Sub-region represents an important

factor for economic growth. It is still predominated by the important role played by

agriculture. Although some countries have established diversification programmes,
these have not produced tangible results.

Graph 4 : Production Structure in Eastern Africa,

2003
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The industrial sector is still at an embryonic stage in most countries of the sub-region

due to: weak growth of the agricultural sector, which is the main source of raw

materials, high production costs resulting from poor and inefficient transport and

communication infrastructures, weak institutional support and a regional environment

that is often characterized by conflicts. The service sector constitutes the most

important share of GDP. It is essentially composed of general government

consumption and some contributions from the transport and tourism sectors.

2.2. Structure of Trade and Poverty reduction

During the 1992-2002 period, the Eastern African sub-regional external trade improved

significantly, but its share of African and world trade remains marginal. Exports of

goods from the sub-region accounted for 5.2% in 2002 compared to 4.1% in 1992 for

all exports from the African continent and 0.1% of world exports during the period

under review. This situation reflects minimal contribution of the Eastern Africa in

African and world trade. While in many developing countries 70% of exports are made

up of manufactured goods, exports from countries in the sub-region consist mainly of

basic products namely coffee, cotton, tea, mineral products and resource-intensive

semi-finished articles. The share of manufactured products in exports of the Eastern

Africa remains insignificant. This situation of heavy dependence on basic products

shows to what extent the sub-region does not participate in world trade.
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World demand for basic products has considerably decreased over the last years to
the advantage of non traditional products such as fruit, vegetables, fish and sea food,
which are characterized by large income-elasticity and protection rates that are lower
in developed countries. While trade in coffee, cocoa, tea, sugar and textile fibres
underwent significant decline, international trade in non-traditional products increased.
Prices for primary products record a sudden rise followed by a longer slump, and this
has a considerable effect on countries' budget balances and balance of payments.

Table 3: Price Trends of Exported Raw Materials (1995 = 100)

Primary products

All products

Food and beveraqes

cereals

suaar

coffee

cocoa

tea

Aariculture and raw materials

cotton

Minerals

coooer

Petroleum

1998

79

89

79

73

82

117

145

76

67

74

56

76

2000

116

77

67

66

50

63

151

8-

60

82

62

164

2001

106

78

70

67

35

76

121

77

49

74

54

141

2002

106

79

80

56

36

124

109

78

47

72

53

145

Source : WTO International Trade Statistics 2003.

The table above shows that after a surge in 1996 -1997, the world trading price of
coffee, a commodity produced in Uganda, Ethiopia, Kenya, Tanzania, Burundi,
Rwanda, Madagascar, has kept decreasing since 1998, due to excess supply on
the world market. World prices of tea produced in Kenya, Tanzania, Uganda,
Burundi and Rwanda have also been following a downward trajectory since the mid
90's. Coupled with the leap in world petroleum prices, this trend weighs heavily on

the terms of trade of the sub-region and increases poverty among the rural

population whose income depends upon these products.

One of the main realities of globalisation for African countries, in general, resides in
the price of primary product exports which is determined by global supply and
demand conditions, on which these countries have no influence. Beside the issue

of basic products prices tending to fall, the export problem in the sub-region is its
over-reliance on a small number of primary products each country depends upon (2
to 3). This situation of lack of production diversification has a negative impact on

the levels of export earnings of countries and of small agricultural producers.

Exports earnings are the main deciding factors of the balance of payments, external
indebtedness, fiscal situation, savings and investment volume, and therefore of supply
and demand curves. Difficulties to maintain market shares for traditional basic

products partly result from the incapacity of many countries to avoid some structural
difficulties and modernize the agricultural sector, as well as the high cost of trade
transactions. Therefore, it is difficult for the sub-region to reduce in the medium term
the levels of poverty through world trade, and it is less likely for this reliance to
diminish in the short or medium term. Hence the need to adopt more innovative

measures to alleviate the problems caused by this reliance, namely in the multilateral
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Some countries in the sub-region have implemented export diversification
programmes. They include Kenya, with the promotion of exports of fruit and

vegetables, flowers and some manufactured products, Uganda, with fresh fish exports,

Madagascar, with textiles, essential oils and halieutic products, and others. But these

programmes remain too insignificant to reverse the trend. However, the launching of a

large production diversification programme in favour of manufactured products is

impeded by problems such as the lack of funding sources, weakness of Direct Foreign
Investment and lack of leading-edge technical know-how to meet the market demands.

2.3. Low Level of Trade Integration

In 2002, Eastern Africa trade represented 55.4% of total GDP of the sub-region,
which is low compared to Central Africa (76%), Southern Africa (75.5%) and West

Africa (71 .6%). The average level of trade integration of the countries in the sub-

region exceeds the world average, recorded at 44.6% but remains very close to that

of low and medium income countries whose rate is of the order of 52.3%. Burundi,

Rwanda, Uganda, Tanzania and Ethiopia are the countries with the lowest trade

integration rates. Their situation is certainly still influenced by ethnic conflicts and
wars from which they are only just recovering.

The table below shows the form of trade integration of Eastern African countries. It

appears from the table that exports structures are often based on a small range of

products. For all countries in the sub-region, exports have been almost the same

over the last twenty years. Coffee, tea, livestock and fish remain the dominant

exported products in total exports. The share of exports of manufactured products

is practically nil for the three main exported products.

Table 4: Share of External Trade in GDP (%)

Country

Burundi

Comoros

D.R.C

Djibouti

Eritrea

Ethiopia

Kenya

Madagascar

Rwanda

Seychelles

Somalia

Tanzania

Uganda

Africa

Eastern

Africa

Exports

average

1991-

2000

8.3

5.5

22.1

11.6

6.2

18.0

14.3

4.1

16.8

6.3

9.1

8.2

20.3

10.87

2001

6.0

8.1

21.0

13.3

7.1

16.5

20.0

5.5

38.0

4.9

8.3

7.8

24.1

13.04

Imports

averaqe

1991-

2000

14.8

20.9

13.9

48.3

18.1

27,0

18.2

17.1

47.8

21.4

22.4

18.0

20.7

23.99

2001

16.6

18.2

15.7

44.6

25.0

27.3

22.6

15.0

52.0

14.1

16.1

17.2

22.7

25.44

Total Trade

2001

22.6

26.3

36.7

57.9

32.1

43.8

42.6

20.5

90.0

19.0

24.4

25.0

46.8

38.48

2002

36

56.1

53.0

106.9

48.6

59.4

55.6

33

185.7

43.1

37.1

55.4

Source : ADB Report, 2003
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Therefore, countries face difficulties to make profits because of the trade
perspectives opened by liberalization and globalisation. Prices of primary products
are not only more unstable than those of manufactured items, but they have also
been devalued for several years. These characteristics have internal and external
factors which have often caused prejudice to growth and transformation, macro-
economic stability and viability, as well as the solvency of African countries

exporting primary products.

Graph 5: Share of Eastern Africa Exports and Imports in Africa's Exports and

Imports in %, 1992-2002

2.4. Difficult Access of Sub-regional Products to Markets

At the regional level, the poor status of road infrastructures, many road barriers
and controls as well as fears about security seem to be, in the medium term, the
main impediments to trade development in the COMESA region. Given the
progress achieved in intra-COMESA trade, trade liberalization measures taken to
reduce these structural and institutional problems should have a promising impact

on regional exports.

In general, the low level of industrialization of the economies in the sub-region is an

obstacle to their competitiveness. As a result, their adherence to COMESA's Free
Trade Area, and later to the Customs Union, must be accompanied by internal and
external measures to enable industries to carry on their activities. Several types of
measures can be envisaged: access to COMESA Infrastructure Funds to address

disparities in industrial development, reduction of landlockdness costs (Burundi,
Rwanda, Ethiopia for example), improving the fiscal system, opening avenues

(credits) to promote industrial activities, restructuring industrial enterprises and

upgrading them, and improving the institutional framework.

At the level of developed countries' markets, exports from sub-regional

countries, like those of LAC, enjoy preferential access. In the absence of such
preferences, the protection mode faced by exports would be identical to that of all

exporters.
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However, many developed countries grant enhanced preferential treatment to some

countries (and make reciprocal preferential arrangements) annihilating, therefore,
the above preferences granted mainly to African countries.

Africa in general and the Eastern Africa sub-region in particular has seen its

competitive advantage eroding progressively, to the advantage of new producers

namely from Asia and Latin America, who are more effective. Loss of market shares

for other products, namely cotton and sugar, is largely due to the high level of

subsidies and internal support granted to less competitive producers in Europe and
United States9.' USA is the leading exporter of cotton due to the considerable
magnitude of subsidies which amounted to 3.9 billion dollars in 2001-2002, or twice

the amount received in 1992, and this amount of subsidy exceeded by 1 billion dollars,

the value of the total production of cotton in United States on the basis of world

prices10 . According to the International Cotton Advisory Committee, the cost of
production of one pound of cotton is 0.21 dollar in Burkina Faso, compared to 0.73

dollar in United States. As a result, American cotton would be less competitive than

cotton from Burkina, in the absence of subsidies. Faced with such protection of

American and European farmers, some experts wonder whether Africa should not

protect its farmers to revitalize African economies11. In any case, it is time to reflect on
ways and means to give a boost to African agriculture and make it play the driving

force for the economy while pursuing negotiations in the framework of the multilateral
trade system.

This set of problems in agriculture and its incapacity to secure a place in world

markets plead in favour of a search for alternative products that are more competitive

and less affected by tariff and non tariff barriers of purchasing countries. But for this, it

would be necessary to strengthen the private sector and enable it to be competitive on

international markets. There are therefore obstacles to the development of the private

sector, namely the lack of reliability of road and rail transport networks and

communication links, backwardness as regards information technology and lengthy

customs procedures which considerably increase transaction costs of enterprises, in

particular for landlocked countries.

2.5. Domestic Savings and Economic Growth in Eastern Africa

The economic situation of countries in the Eastern Africa, which is characterized by

deterioration of terms of trade, weak fiscal resources and instability in production level,

often causes domestic resources to be weak, and as a result, domestic savings are

also low. This situation of internal deficit has led countries to resort to external savings

in the form of grants, loans or private contributions in order to finance investment. The

graph below shows this large imbalance between savings and investment. Many

countries finance their investments, not with savings released domestically on tax

resources and others, but with external resources, which increases reliance of the

subregion on foreign countries.

Read also : Report on UE-ACP Agreements and WTO and their Implications on the Regional Integration

Process in East Africa , 2003

UNCTAD : Report on African Economic Development: Trade Results and Dependence on Primary Products,
Geneva, 2003

Niek Konine : Should Africa Prnrect its Farmers tn Rpvitnlizp ire Fmnnmv ">c\r\~<
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Out of the nine countries considered, only three countries (Kenya, Madagascar and

Tanzania) have been able to maintain a balance between domestic savings and

investment. Imbalance is much pronounced for countries like Burundi, Ethiopia and

Rwanda.

Macro-economic reform programmes should also provide for mechanisms to increase

domestic savings, namely by increasing tax revenues generated by increase of

production and incomes , control of public expenditure, and better allocation of the

latter to productive sectors. The current situation of countries in Eastern Africa is

worrying and does not favour sustainable economic growth. With extremely low levels

of domestic savings, countries have no alternative to fund their investments, other than

external finance in the form of grants and loans.

Graph 6: Level of Savings and Investment in Eastern Africa, 2003
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2.6. Reduction of external contributions has limited growth ...

The situation described above shows to what extent countries in the sub-region rely on

external resources for their development, given their low savings. For a long time,

many countries have counted on international aid for their development. During the

90's, Official Development Assistance (ODA) granted to the Eastern African sub-

region decreased considerably, dropping from 5.5 billion dollars to 3.9 billion dollars

between 1991 and 2000, or a reduction of 28%. In terms of ODA per head, it dropped

from 31 $ to 16.5 $ between the two years, i.e. a drop of 47%. In 2002, slight renewal

of assistance was observed, which led to the recovery of the level of 1991, thanks to

renewal of cooperation with some countries such as the Democratic Republic of

Congo, Ethiopia and the United Republic of Tanzania.
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Decrease in international assistance, coupled with low domestic savings, has deprived

countries in the sub-region of the capacity to release enough resources to invest in

human capital development, infrastructure, agriculture modernization and

enhancement of institutions. It is essential that these countries should be able to

benefit from substantial resources to increase investment levels, and consequently

production levels, and reduce poverty by increasing poor people's incomes.

Over-indebtedness of countries aggravates a situation that is already worrying, in

terms of external viability. It is essential to find sustainable ways to help countries

overcome over-indebtedness, in order for the resources released to be used in

investment in productive sectors.

III. FOOD INSECURITY REINFORCES POVERTY

3.1. Worrying Level of Food Insecurity

Food insecurity and poverty have become the main characteristics of the Eastern

African sub-region, though in the 60's this sub-region was self-sufficient in agricultural

production and was able to have enormous surpluses for export. Agriculture is the key

sector in the sub-region: it feeds populations, provides employment, is the source of

raw materials for industry, generates foreign exchange from exports and procures

incomes for populations. The low performance of agriculture entails a fall in farmers'

incomes and a leap in food crops prices both in urban and rural areas. Given its

importance in GDP and in household consumption structure, a fall in agricultural

production causes a fall in Gross Domestic Product and spiralling inflation.

Some of the problems that cripple the agricultural sector include conflicts and wars,

demographic pressure on arable lands, low productivity due to poor adoption of

modern farming methods and low utilization of fertilizers, drought, floods and other

disasters.

The Horn of Africa has experienced prolonged droughts, which makes this part of the

sub-region the most affected by food insecurity. Other countries have also been

affected, in particular Kenya, Tanzania and Uganda. Over the last years, drought has

become harsh, frequent and prolonged in such a way that some countries in the Horn

of Africa have been qualified as super-arid, arid, or semi-arid depending on situations.

For instance, some parts of Eritrea have not received regular rain since 2000. Many

people have lost their livestock and crops.

In the Great Lakes Region, food insecurity often results from conflicts, but also from

adverse climatic conditions. Shortage of foodstuffs is the cause of malnutrition, fall in

productivity, which in turn lead to low agricultural production and again malnutrition. It

is a vicious circle. The table below illustrates the status of malnutrition in the Eastern

African sub-region in relation to international minimal requirements in terms of calories

needed for a proper diet.
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Table 5: Food Security Status in Eastern Africa

Burundi

Comoros

Djibouti

DRC

Eritrea

Ethiopia

Kenya

Madagascar

Rwanda

Seychelles

Somalia

Tanzania

Uganda

Sub-Saharan

Africa

Supply of calories per head

per day (1997)

1,685

1,858

2,084

1,755

1,622

1,858

1,976

2,021

2,056

2,487

-

1,995

2,085

2,237

% of Undernourished

People (1996/98)

68

-

8

61

65

49

43

40

39

-

-

41

30

34

Source: Reports on Human Development - 2000, 2001

In some countries malnutrition is high. It is a worrying situation which reiterates the

difficulty of the countries of the Eastern Africa sub-region to achieve the millennium

goal of eliminating hunger and malnutrition before 2015.

In Burundi, Food crops production has decreased for some years following political

conflicts and natural disasters experienced by the country including floods, hail,

delayed rain, etc. However, in 2003, food crops production was quite good in spite of

some areas of insecurity that led to population displacement. Torrential rain also

damaged crops, particularly beans and other vegetables causing food shortage in

some regions. Expectations for 2004 mentioned a deficit in 2004 of about 307,000

metric tons of cereals.

Comoros resorts to trade imports for practically all cereal needs. Cereal-based diet is

essentially composed of rice, tuber, bananas, coconuts, and the contribution of cereals

in calories is estimated at 44% of needs.

In the Democratic Republic of Congo, conflicts and war have had a negative impact

on food security and nutrition status in the country, while the poor status of road

infrastructure has aggravated the problem. The country imports about 125,000 metric

tons of foodstuffs per year, in addition to food aid for displaced people. And yet, DRC

is one of the countries in the sub-region endowed with enormous agricultural

potentialities with enough arable lands, rain in sufficient amount and immense forest

resources.

Djibouti also imports most of the foodstuffs needed in the country, with the exception

of some vegetables. In 2003, about 91,000 metric tons of cereals were imported and

the country obtained food aid.
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Eritrea has experienced over some years periods of drought resulting in food

shortages at a time when the country had hardly recovered from the 2000 drought and

the border war with Ethiopia. Food shortages in 2003 led to price rise for some

commodities available on the market, and about 1.9 million people found themselves

in a situation of food aid need. This drought continued in the beginning of 2004, and

about 1.2 million people might be suffering from food shortage.

In Ethiopia, about 7.1 million people were affected by drought in 2003 and, in spite of

a slight improvement in 2004, FAO estimated that about 7.0 million people needed

food aid.

In Kenya, food status in the year 2003 was satisfactory, in spite of some prolonged

rain that continued to fall beyond the normal period in the western parts and in areas

near Mount Kenya. Other regions were slightly affected. But on the whole, agricultural

production recorded improvement, though it was minimal compared to the preceding

year. However, for the year 2004, the situation seemed to have again deteriorated due

to adverse climatic conditions, and in August 2004, it was estimated that the number of

people in need of food was 2.3 million12, and the Government conceded a reduction of
25% on maize import duties to encourage importation of this product.

In Madagascar, in the year 2003, food security was inconsistent. The North recorded

a good harvest of paddy rice, whereas the South suffered from drought. Paddy rice

production increased by 5% compared to 2002 production, while production in the

South decreased by 14%13.

In Rwanda, agricultural production has not changed for some years, in spite of a slight

fall in 2003 compared to 2002, particularly for cereals, whose fall in production was

due to floods in the centre of the country and drought in the provinces of Bugesera,

Kibungo, Umutara, Gikongoro, Kibuye and Butare.

Seychelles, which has only 6,000 hectares of arable lands, produces small amounts

of foodstuffs apart from some coconuts, cinnamon, tea, fruits and some vegetables.

The country imports practically all the food it needs, with the exception of eggs. In

2003, about 13,000 metric tons of cereals were imported to meet the needs of people

and livestock.

In Somalia, the situation of food supply for the year 2003 was bad and it got worse in

2004, especially in the northern and central parts of the country. The demand for

cereals far exceeded supply in 2003, recording a deficit of 290,000 metric tons, out of

which 220,000 was imported, and the rest came from food aid. It was estimated that

about 1.1 million people would need food aid in 2004.

In Tanzania, the situation regarding food security in 2003 was also bad and maize

production dropped to 50%, which led to a need for food aid for 2.0 million people. The

central region, particularly the provinces of Dodoma and Singida, were seriously

affected by drought, and prices of food commodities particularly maize increased

considerably14.

12 FEWSNET, August 2004
13 FAO/GIEWS : Africa Report, December 2003

14 Regional Agricultural Trade Intelligence Network
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As a result, the Government had to subsidize the price of maize and seek food aid. In

addition, the Government had to supply seeds for the 2004 season, given that farmers

had not saved seeds for the next year. The poor status of transport accentuated food

insecurity status, given that regions with surpluses such as Rukwa could not ship their

production surplus to regions experiencing deficit. However, the country has been able

to export about 30,000 to 40,000 tons of maize to the Democratic Republic of Congo.

For the year 2004, it is estimated that there would be a production deficit in the regions

of Dodoma, Shinyanga, Singida, Manyara, Lindi, the Coast and Morogoro.

Uganda could have had good food crop production, thanks to good pluviometry in

2003, if there had not been conflicts in the Northern and Eastern parts of the country.

Maize production in 2003 was estimated at 570,000 metric tons, of which 400,000

metric tons was exported and 90,000 metric tons was bought by WFP. However, the
situation in 2004 was uncertain, given that during the first season rain was insufficient

whereas the first season accounts at least for 60% of annual maize production in the

country. According to FEWSNET estimations, 1.7 million people would need food aid

in 2004.

3.2. Main Causes of Food Insecurity

The situation described above highlights the incapacity of the agricultural sector to

feed the populations in the sub-region, hence resorting to massive imports and food

aid. In addition to the causes cited above and related political conflicts, which lead to

massive displacements of populations and desertion of lands, prolonged droughts,

disasters and floods, one can also name structural constraints related to high

demographic growth in some countries, little financial and technical support for

agriculture from the authorities, lack of transport, processing, conservation and

marketing infrastructures, and loss of soil fertility due to over-exploitation of land.

High population growth is considered as one of the major constraints to agricultural

development, given the pressure exerted on available land. In some countries in the

sub-region, available area per head is lower than 1 hectare, which means there are

few areas let to lie fallow. Land over-exploitation coupled with obsolete methods lead

unavoidably to soil impoverishment, decrease in fertility and productivity.

On the other hand, priority given to agriculture in governmental policies and the role

this sector plays in national economy and financial and technical support allocated to

this sector is very weak. In a financial crisis context, agriculture is considered as a non

-profitable sector in the short term and, as a result, it is not granted the necessary

attention. Budgets allocated to agriculture are very inadequate and sometimes the

support staff is insufficient and inappropriate. Fertilizers and selected seeds are

lacking, which accentuates agriculture inefficacy. Also, the authorities' interest in

export products, in terms of budget allocations and supervision, cause farmers to

concentrate on export products to the detriment of food crops, leading to shortage of

the latter and food insecurity.

Agriculture development is also impeded by lack of adequate transport, conservation

and marketing infrastructure. In a number of countries, access roads in rural areas are

in a deplorable state or simply nonexistent, which makes the shipment of inputs and

productions outputs in rural areas very difficult, and as a result, increases the

production costs.
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Lack of roads also restricts supply of health and education services and agriculture

expansion. On the other hand, marketing and conservation systems are also little

developed in most countries in the sub-region, which result in losses after harvests

and a reduction in product quality, and thereby the low remuneration of agriculture.

Loss of fertility is one the factors that hinder agricultural growth and productivity. Soils

in the sub-region have been extremely eroded and rendered infertile due to human

activity. High demographic density, low utilization of modern technologies and lack of

fallow land have exacerbated loss of soil fertility.

3.3. Ways to ensure food security

The fight against poverty and food insecurity requires committed and determined

leadership, capable of galvanizing forces and developing adequate strategies. It is

possible for Eastern Africa to achieve food security, since this has been possible in

other regions of Africa, such as West Africa, which has been able to reduce food

insecurity to low levels. In an environment of peace and security and a favourable

macro-economic framework, strategies to achieve food security will have to be centred

essentially around the following: increase of agricultural productivity,

development/improvement of rural transport and communication infrastructure,

improvement of health status of populations and development of local, regional,

international and other markets. In more concrete terms, actions to be taken will be

aimed at:

• Allocating to agriculture resources worth at least 10% of the budget, in

accordance with commitments of Heads of State in the framework of

NEPAD. In addition, donors should give high priority to agriculture in

their budget allocation. Particular emphasis should be put on research /

development, adoption of new technologies and innovations,

multiplication and dissemination of inputs and selected seeds ;

• identifying ways and means to complement rain-fed agriculture, by

retaining water in rainy periods and storing it in reservoirs to be used

later during dry seasons. In addition, in appropriate areas, irrigation

could be popularised among farmers. Research in this area should

propose the least expensive and most adapted technologies for each

geographical configuration;

• Undertaking regional feasibility studies for the manufacture of

phosphates, by referring to positive experiences in the sub-region ;

• Promoting regional and international trade for agricultural products; in

particular, elimination or reduction of duties on rice and maize in regional

trade ;

• Strengthening regional cooperation in agricultural research and policy

analysis by reinforcing centres of excellence and networks.
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IV. INFRASTRUCTURE AS A FACTOR OF ECONOMIC GROWTH

AND POVERTY REDUCTION

All the countries of the Eastern African sub-region recognize the importance of

infrastructure for economic growth, job creation and poverty reduction. This

importance is reflected in Poverty Reduction Strategy Papers (PRSP) where the

infrastructure sector constitutes a priority axis. These countries recognize that no

development is possible without adequate infrastructure to link rural areas where

the majority of the poor live to other areas. A study undertaken on behalf of

Rwanda in 2003 for example showed that over the last two decades areas with few

road networks were also those with few social and community infrastructures.

Given that poverty reduction strategies are multidimensional, transport and service

infrastructure development should also be considered a priority in the same way as

other sectors. At regional level, transport is considered as vital in facilitating

regional integration and promoting trade competitiveness. Effective transport and

service infrastructures contribute to reduction of transportation costs and an

increase in the volume of trade, and as a result contribute to economic growth and

improvement of living conditions of populations.

4.1. Low-Density of Road Infrastructures

The road network in the Eastern Africa sub-region is not sufficiently dense. Only

7% of the classified road network is paved, which is extremely small compared to

networks in North Africa (55% of road network are paved), Southern Africa (30%)

and the whole continent (27%). In spite of its significance, the overall road density

of the classified network amounts only to 7 km/100 km2 and 1.75 km for 1000

people, which is extremely small if the economies of the sub-region are to be

revived. It is therefore urgent to enhance existing networks, in particular rural zones

and villages in support of trade and agricultural activities.

Table 6 : Classified Road Network in Eastern Africa

Country

Eritrea

Djibouti

Ethiopia

Burundi

DRC

Kenya

Tanzania

Uganda

Rwanda

Somalia

Average

Area (Km2)

117,600

23,200

1,221,900

27,834

2,345,410

582,645

945,090

236,040

26,338

637,657

6,163,714

Population

(millions)

4.3

0.7

67.2

7.1

51.6

31.3

34.5

24.6

8.2

6.8

236.3

Total

network

(Km)

4,962

3,065

28,652

4,471

157,000

63,800

88,200

27,037

14,900

22,100

414,187

Clasified

network

(%)

21.8

12.6

14.0

25.0

1.6

13.9

4.2

6.0

9.1

11.8

6.58

Roads

km

/100 km2

4.22

13.21

2.34

16.06

6.69

10.95

9.33

11.45

56.57

3.47

6.72

Road

Distribution

km/1000

people

1.15

4.38

0.43

0.63

3.04

2.04

2.56

1.10

1.82

3.25

1.75
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Owing to lack of maintenance caused by inadequate financial resources, most of these

roads have deteriorated and need rehabilitating. Countries in the sub-region have also

become more committed to reform their road maintenance policies through the

creation of autonomous agencies collecting levies for the funding of road maintenance.

The fuel levy is in general the dominant source of contribution to the road maintenance

funds in the sub-region, except for Uganda, which uses a budget-based allotment

system. In any case, the main difficulty is to ensure that taxes collected and budgets

allocated are enough to assure regular road maintenance. Other reforms in the road

area are related to axle load limits to prevent rapid road deterioration. Unfortunately, in

the sub-region, this policy has not well succeeded due to lack of coordination within

countries.

The countries in the sub-region recognize the importance of road infrastructure in

poverty reduction strategies. To that end, most of them have developed Road

Sector Development Programmes (RSDP). At the country level, for instance:

• Ethiopia has developed a road development programme in order to

accompany efforts towards poverty reduction not only by improving regional

integration road infrastructures, but also the roads in rural areas. The sub-

programme of Ethiopian road infrastructures is integrated in the rural

development programme in the framework of poverty reduction, and it

targets the construction of small rural roads.

• In Eritrea, the road sector engineering project, which was implemented in

1997, is closely linked to the poverty reduction programme through the

seven distinct programmes related to enhancement of physical

infrastructures and which are necessary to support private sector

development and links to markets. The project will open important zones in

the western part of Eritrea for development and settlements and will enable

improvement of links to markets and facilitation of basic social services

supply.

• In Tanzania, enhancement of the Central Corridor will facilitate the

movement of goods between industrial areas and the capital (Dar-es-

Salaam) and other centres in the country. It will also facilitate links with the

landlocked countries of Burundi, Rwanda, Democratic Republic of Congo

and Uganda, and as a result, will provide trade opportunities with

neighbouring countries. This Corridor will also allow the development of

other economic activities such as mining, tourism, agriculture and industry,

by favouring job creation and reducing the population's poverty.

• In Kenya, rehabilitation of a 373 km long section along the Northern

Corridor will encourage growth by the private sector, by reducing business

costs in Kenya and increase Kenya's competitiveness on regional markets.

4.2. Poor State of Port Infrastructures

The Eastern Africa sub-region has 8 main continental ports: Djibouti, Dar-es-Salaam in

Tanzania, Mombasa in Kenya, Asse'b and Massawa in Eritrea, Mogadishu and

Berbera in Somalia, and Matadi and Kalemie in the Democratic Republic of Congo.

Only the ports of Mombasa, Dar-es-Salaam and Djibouti have facilities catering for

rarnn
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The constraints facing all the ports in the sub-region are related to the poor state of

port infrastructures and handling equipment. As a result, most ports operate below

their capacity. About only 50% of their capacity is utilized. It is therefore necessary to

envisage reforms to develop this sector, which is vital for the economies by involving

the private sector.

4.3. Unexploited Capacities of Lakes and Inland Waterways

Navigable inland waterways and lakes are an important means of transport as links to

major transit corridors. In the Democratic Republic of Congo the Congo River and its

tributaries forms the largest network of navigable inland waterways in the sub-region.

Within the DRC, there are some 14,000 kms of navigable waterways, including about

2,700 kms which are accessible throughout the year to ferries with a capacity in

excess of 800 tons. The main ports on the River Congo include Kisangani and Kindu.

Lake Victoria, which is shared by Kenya, Uganda and Tanzania, provides an

important transit route, linking Kenya and Tanzania to Uganda, Rwanda and Burundi.

The major ports on Lake Victoria include Kisumu in Kenya, Mwanza in Tanzania and

Port Bell in Uganda. There are wagon-ferry services operated by the Tanzania Marine

Services Company, Kenya Railways Corporation (KRC) and Uganda Railways

Corporation (URC) between these ports, offering alternative routes for traffic along the

Northern and Central corridors. The KRC is currently evaluating the possibility of

linking Kisumu and Kemondo Bay on the western shores of Lake Victoria as an

alternative route for Rwanda and Burundi traffic.

Lake Tanganyika is equally important for its links between Tanzania with the

neighbouring Democratic Republic of Congo, Zambia and Burundi. The Port of

Bujumbura is Burundi's main port on Lake Tanganyika. The port links Burundi to the

port of Dar-es-Salaam through Kigoma, the terminus of the Tanzania Railways

Corporation (TRC) railway line in the Central Corridor. Lake Tanganyika also links

Burundi to the Zambian port of Mpulungu, located at the southern tip of Lake

Tanganyika, and finally it also enables links with the Atlantic Ocean through the

Congolese ports of Kalemte and Kalundu and the Congolese railway lines. The port of

Mpulungu in Zambia is becoming an increasingly important inland port for international

traffic from Malawi, Zimbabwe, South Africa and Zambia to Rwanda, Burundi and

DRC.

On Lake Tanganyika, the Marine Services Company operates regular passenger and

cargo services between the Port of Kigoma and the Ports of Bujumbura and

Mpulungu.

In spite of the immense integration possibilities offered by navigable inland waterways,

transport infrastructures and existing facilities in the sub-region are old and

inadequate. Without resources, investment in acquisition of new infrastructure and

maintenance has been low, and this has often led to accidents. As a result, transport

by inland waterways remains marginal in spite of its possibilities as a cheap and

effective mode. This transport mode could also favour promotion of agricultural

production and other activities around rivers and lakes.
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4.4. Poor Maintenance of Rail Infrastructures

The railway network in the sub-region consists of three main systems with a total

length of 12,500 km, namely the East-African Network in the East, Djibouti-

Ethiopia Railway, in the North and the DRC network in the West.

The Eastern Africa Network comprises three systems individually owned and

operated by parastatals on behalf of three countries in the Great Lakes Initiative (KRC

in Kenya, URC in Uganda, and TRC in Tanzania). These systems are connected and

comprise a one-metre gauge single line with a total length of about 6,600 km (Kenya,

2765km; Uganda, 1248km; and Tanzania 2605 km). Kenya operates on only about

1500km, or 55% of its network, while Uganda currently utilizes only 251 km or only

21% of its network. The East African network is reinforced by the TAZARA rail line,

jointly owned by Tanzania and Zambia extending for about 1860 km, 970 km of which

is in Tanzania and 890 in Zambia. The TAZARA network connects Dar es Salaam to

New Kapiri Moshi in Zambia and to Southern Africa and has the same gauge (1.067

m) as the rest of the Southern African railway networks. Interconnection between

TAZARA and TRC occur at Kidatu in southern Tanzania, where a special "rail-to-rail"

transit facility has been built.

Djibuti-Ethiopia Railway stretches from the port of Djibouti to Addis Ababa (781 km).

The rail track is owned by both Governments and was built nearly 100 years ago.

Owing to its age and lack of maintenance, it has not been possible to maintain original

standards as regards operation and security. Proposals for transfer/ concession of the

railway are at an advanced stage.

The DRC network is 5,133 km long, of which some 858 km is electrified, and is

operated by three railway systems/enterprises, namely ONATRA, SNCC, and CFU

which are not interconnected but through a system of inland waterways on River

Congo and its tributaries. The SNCC, in the south-eastern part of the country, in the

Katanga mining area, is however, connected to the South African, Zambia and

Angolan networks. Rail gauges in the DRC are multiple, ranging from 0.60m to 1.067m

and are all single line.

4.5. Information and Communication Technologies (ICT) Infrastructures

need developing

Communication infrastructures provide developing countries with the opportunity to

rapidly reduce poverty through Information and Communication Technologies (ICT).

However, telecommunications in the sub-region are still characterized by low levels of

penetration and cover, unsatisfied connection applications and important waiting lists,

a low level quality service, high investment costs and tariffs compared to international

standards. It is estimated that the costs of connecting telephones to networks in Africa

are four times higher than in developed countries, and the waiting time to get a

telephone line varies between one and two years.
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Table 7: Eastern Africa

Country

Burundi

Comoros

D.R.C.

Djibouti

Eritrea

Ethiopia

Kenya

Madagascar

Rwanda

Seychelles

Uganda

Population

7,000,000

800,000

52,770,000

670,000

4,150,000

67,000,000

31,710,000

16,340,000

8,400,000

80,000

25,400,000

Teledensity - 2003 compared

Fixed Line

Subscribers

31,831

15,000

570,000

32,000

40,000

37,500

325,600

339,000

134,000

66,000

61,000

Mobile

Subscribers

64,000

2,000

1,000,000

23,000

0

6,000

1,900,000

280,000

134,000

55,000

621,100

to 2000

Total

subscribers

95,831

17,000

1,570,000

55,000

40,000

43,500

2,225,600

619,000

268,000

121,000

682,100

Tele-

density

2003

1.37

2.13

2.98

8.21

0.96

0.60

6.96

3.79

3.19

151.25

2.69

Tele-

density

2000

0.78

0.98

L 0.05

1.57

0.84

0.40

0.42

0.78

0.73

57.56

1.06

Source: COMESA ICT Policy and Regulatory Assessment Report—August 2004

The table above shows that the teledensity level in Eastern Africa is very low.

Countries having the lowest penetration level are Erithrea, Ethiopa and Burundi where

teledensities stand at respectively 0.60, 0.96 and 1.37 telephones for 100 people.

Seychelles has the highest density in the sub-region. However, in spite of the low

teledensity in the sub-region some remarkable progress has been achieved between

2000 and 2003 as a result of liberalization and deregulation of the telecommunications

sector in most countries. This has led to more lines being added and spurred the

development of mobile telephone and Internet networks. These positive

developments constitute a good indication of the potential of development of

telecommunication infrastructures.

It is necessary to create conditions conducive to the development of this promising

sector in order to attract local, regional and international investors. A number of

examples can prove the role of States to enhance this sector. In Burundi, the Interim

Poverty Reduction Strategy Paper stresses that rural phone services will be universal

and that other postal services such as e-mails will be developed. At the same time, it

has been indicated that the telecommunication sector management will be enhanced

by making the Telecommunication Supervision and Regulation Agency (ARST)

operational. The Government will reduce the risks of supply disruption by diversifying

channels. In Eritrea, the Interim PRSP recognizes that a lack of modern systems of

information and communication technologies is a major obstacle to the establishment

of a competitive economy and the mobilization of foreign investment in Eritrea. The

main priority for the Government will be aimed at developing a modern information and

telecommunication technology sector in order to encourage trade increase, investment

opportunities and enhance economic competitiveness. The first mobile phone operator

set up business in March 2004 and the number of subscribers is expected to reach

200,000 within five years. Large scale extension and modernization will be required to

provide effective service. The strategy will consist in developing and implementing a

series of measures aimed at increasing the sector efficiency through the creation of an

environment enabling entry of new operators and the participation of a large number of

stakeholders from the private sector, the public sector and the civil society.
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Specific measures involve: privatisation of the telecommunication network so as to

attract foreign investors in order to improve it, establishment of a Rural

Telecommunications Project to connect rural areas with the rest of the country by

establishing modern automatic services in ten towns and extending microwave links to

the border town of Tessenei in the West. In addition, access to wireless in rural areas

will enable 29 small towns and villages to be connected to telephones; it will also lead

to active promotion of Internet use by the training of civil servants and weekly televised

transmissions on the potentialities of these services. Finally, it will create an ICT

training institute for the training of telecommunication professionals. The PRSP of

Kenya stresses rapid development of the rural world where 85% of the population

lives, and that access of these populations to telecommunication services will allow

balanced development by improving their living conditions, by providing access to

education, health services and other social services. The range of services and

applications that can be offered through telecommunications offers many possibilities

to rural populations and can contribute significantly to poverty reduction. In this

framework, the three year telecommunication development strategy aims at extending

telecommunication services to rural areas by utilizing modern techniques such as

satellite and digital radio. The programme is aimed at extending telecommunication

services, basic telephone and data services to all districts with coverage of at least

300 rural towns. The three year programme also includes improving the quality and

reliability of existing services. However, the strategy does not integrate the

participation of the private sector, given that all the funding resources will come from

public funds, loans or grants. In Kenya, the Interim PRSP stresses that the

Government has promulgated the 1998 Communication Act to enable the private

sector participation, attract investments, reduce prices, encourage rapid development

of subscription to cellular phones and improve teledensity. Tariffs for international

services should be reduced to at least 18% in 2003. There are also programmes to

supply additional paying-phones in all urban, trade and rural centres. In the same

direction, the PRSP of Rwanda stresses that the Government will encourage

competition in this sector.

4.6. Regional Initiatives

Although each country develops specific projects to meet national needs as regards

ICT infrastructures, there are also a number of regional projects whose objective is to

enhance connectivity and reduce telecommunication costs for countries. They are :

• Establishment of the COMESA Telecommunications Company

(COMTEL) launched in 1998 with the objective to promote network

connectivity, substantially reduce communication costs and plug

COMESA into the global telecommunication network. COMESA is the

fruit of a private and public partnership which will connect all

COMESA member states using optical fibre and other terrestrial

technologies. COMESA member states have been urged to

encourage their respective telecommunications operators to expedite

the ratification of COMTEL Investment Company Shareholders

Agreement. COMTEL is a priority NEPAD project;
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• The Eastern Africa Submarine Cable System (EASSY) which has

been conceived in the context of an appropriate infrastructure to carry

increasing traffic resulting from the liberalization of the

telecommunications sector which has led to the evolution of internet,

voice Mail /VOIP, mobile market and integrated network solutions. It

will offer the possibility of reducing the subregion's dependency on

sateHite communications, and provide a basis for lower costs at

higher band-with. It will be the first optic fibre connectivity project.

Energy Infrastructures

AH the PRSP and Interim PRSP in the sub-region recognize that energy infrastructure

development will facilitate economic growth by encouraging the creation of jobs for

poor people, in particular women, which will lead to increased incomes and poverty

reduction. Energy is increasingly considered as a raw material for production sectors,

rather than a final consumption product, and in this regard it is treated as a cross-

cutting theme in national poverty reduction strategies. All other sectors need energy to

achieve their objectives.

The sub-region is generally characterized by abundance of energy reserves in various

forms. The Democratic Republic of Congo has a hydroelectricity potential estimated at

740.000GWH, equivalent to 66% of Central Africa's potential, 35% of the total potential

of the African continent and 8% of the world's annual potential. The potential around

Inga site is estimated at 44,000 MW and it is the biggest hydroenergy deposit in the

world. Other countries in the sub-region, Uganda, Burundi and Kenya also have

potentialities, though they are limited in quantities which are economically exploitable.

Elsewhere, the eastern and western rift valley areas have un-assessed geothermal

reserves. Oil fields have been identified on the Atlantic side of the DRC. In the south

eastern sector of North Katanga in the DRC, there are coalfields estimated to contain

720 million tons of coal. Large deposits of coal have also been discovered in Tanzania

with an estimated capacity of 1200 million tons. These are located at Kiwira, North

West of Lake Nyasa and at Mchuchma/Katewaka, east of the lake. There are also

positive signs that some parts of eastern Kenya have some coalfields of unknown

quantities.

The sub-region has also some proven gas-field reserves in various locations. There

are natural gas reserves estimated at 45 million cubic metres at Songo Songo and at

Mnazi Bay south-east of Mtwara in Tanzania, and there are natural gas-fields and other

liquid reserves at Calub and Adigrat in southeastern Ethiopia estimated at 68 million

cubic metres. Lake Kivu contains 60 billion cubic metres of methane gas, 50 billion of

which is exploitable with an annual formation of 250 million cubic metres and constant

renewal. This shows that the resource is practically un-depletable. There are

indications that other parts of the Western Rift Valley have other reserves as well.

Though endowed with abundant energy deposits, the sub-region continues to suffer

from inadequate energy resources and relies strongly on biomass consumption (more

than 90% for all countries, with the exception of Ethiopia and Kenya) for combustion in

households and petroleum products.
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Electricity, as an efficient form of modern energy, is remarkably in short supply in the

sub-region. Existing generating stations, transmission and distribution systems need

rehabilitation or upgrading. The major source of electricity in the sub-region is

hydropower, which accounts for 63% of all electrical energy supplies in Kenya, 98% in

Uganda, and 99% in DRC. Hydropower potential in all the countries in the sub-region

is, however, not fully exploited, for instance only 14% in Rwanda, 10% in Uganda, 9%

in Burundi, 9% in Tanzania, and 4% in DR Congo. Hydro power sources are

complemented by thermal power, which provides about 30% and 35% of electrical

energy in Kenya and Tanzania. This form of energy is not yet well exploited in the

other countries.

The solution to energy problems in the sub-region lies in community projects. The

countries in the sub-region should join efforts and resources to develop common joint

projects. In the framework of energy regional cooperation, interconnection of national

electric grids could be useful in addressing deficits in the way that countries with

surplus energy could provide electricity to countries suffering deficits. This system is

not yet developed in the sub-region. Some electric network interconnection projects

have been initiated, namely:

• Ugandan and Kenyan grids are interconnected through a 132 KV circuit;

• Uganda exports 20 MW to Tanzania through a 132 KV line at Bukoba,

though this town is not connected to the Tanzanian national grid;

• Uganda and Rwanda exchange power at 33 KV Circuit over a distance of

28 km and with power of 5 MW. The two grids too are not

interconnected. The second phase of the project will involve 132/110 KV

line of 270 km long with power of 20 MW. it is urgent to implement this

project given power shortage problems currently experienced by

Rwanda. A remedial solution would be the installation of a gas-propelled

turbine of 10 MW, which uses diesel and functions during moments of

high demand;

• Rwanda, Burundi and some circuits of Eastern DRC are connected

through 110 KV lines with limited transfer capabilities. It has to be noted

that DRC has regional power systems that are not interconnected into a

single grid: their interconnection is necessary;

• Inga Power Station is interconnected to Southern African grids through a

500 KV DC circuit to Zimbabwe and South Africa transferring 200 MW

and 100 MW respectively.
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V. FEMINISATION OF POVERTY

5.1. Factors behind the Feminisation of Poverty

In spite of some good performance recorded by the countries in the sub-region,

poverty remains a big concern, particularly for female heads of households,

displaced people and youths.

Many factors explain feminized poverty. These include conflicts and wars, negative

cultural practices and beliefs, government policies and programmes as well as

emerging issues such as HIV/AIDS and globalization. Massive exodus of men from

rural areas to towns results in women becoming heads of families, which leads

them to take care of both the family and the fields, which is an additional

responsibility.

Wars and Conflicts: Over the last ten years, the sub-region has been engulfed in

wars and conflicts, and women and children have been the most affected. They

have been abducted, soiled, killed, displaced and made refugees. Women have

been compelled to live in deplorable conditions, and sometimes they spend days

without food. Women and girls are also victims of abduction and are often infected

with HIV/AIDS, which weakens them and impoverishes them further. Even after

wars and conflicts, women are subjected to grave violations of human rights and

legal rights, psychological trauma and health and economic problems.

Negative Cultural Practices and Beliefs: These prevent women from enjoying

human rights and aggravate their poverty status by denying them access to

production factors such as land, credit and others. The fact is that in most countries

of the sub-region, society is built on a patriarcal system, implying that women and

girls do not inherit land, and even when the husband dies, the widow is chased

from the family house, unless she has a son who can allow her access to a small

plot of land. Otherwise, the widow will live in absolute poverty.

Government Policies and Programmes: Some government policies and

programmes increase poverty among women. For instance, structural adjustment

programmes whose objective is to ensure better allocation of resources by

favouring high-return sectors, have led to women being deprived of the meagre

resources they had access to, given that the sectors in which women worked are

mostly low-profitability sectors. The female condition has also been deteriorated by

fierce competition fostered by the economic liberalization environment since

women are often illiterate and have no diplomas. Therefore, they are the first to be

affected by restructuring and staff reduction measures. Other examples involve the

sale of agricultural produce which often benefits men.

HIV/AIDS: Economic and social repercussions of HIV/AIDS on women are

immense, and this aggravates their poverty and destitution status. The number of

infected women is high, and this is a result of social and cultural inequalities,

economic marginalisation, limited access to power in public and private life, as well

as legal systems which deny women their fundamental rights. Poverty has often led

women and girls to prostitution in exchange for money, food, clothes, school fees,

jobs and essential needs.
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The attitude towards women, their low economic and social status, their lack of

freedom as regards reproductive health make them very vulnerable and put hem at

risk of getting infected with HIV/AIDS. In addition, their poverty limits their access to

drugs to treat opportunistic diseases.

5.2. Measures Taken for Poverty Reduction among Women

In spite of the fact that poverty is more prominent in women, some positive actions

have been recorded, more particularly in the following areas: access of girls to

primary education, legal reforms and decision-making structures.

Table 8: Gender Equality: Some Performance Indicators

Object

Access to

primary

education

Ministers

National

Assembly

Formal

Employment

Fertility Rate

Lawyers

Maternal

Mortality Rate

for 100,000

Eritrea

43%

17.5%

22%

4.8

22.5%

998

(1995)

Ethiopia

53.8%

11.1%

7.6%

5.6

26.1%

Kenya

48.6%

20.6%

8.1%

29%

4.9

(2000)

590

(1998)

Rwanda

50.2%

32%

48%

5.8

(2001)

1,071

Seychelles

All girls

18%

29% (2004)

1.98(2001)

0%

67.52 (2002)

Uganda

49%

(2002)

29%

33%

(2004)

.

6.9

504

(2001)

Source: Beijing +10, National Evaluation Reports

Education: Education is the main means of poverty reduction especially among

women. Important progress has been achieved towards girls' accessibility to primary

education, mainly thanks to policies related to universal primary education, elimination

of direct and indirect school fees, the political will to send all girls to school, strong

advocacy and awareness of the necessity to send girls to school, promotion of gender

equality, establishment of an enabling environment in particular, adapted school

programmes, encouraging girl education, training institutions for trainers, increase of

funding from donors in favour of girl education namely in the sciences, and

development of laws to combat sexual violence. The policy of free education for

children in primary and secondary schools between the ages of 3 and 16 years in

Seychelles has motivated all girls to enrol in schools.

Most countries in the sub-region will be able to achieve Goal Three of the Millennium

Development Goals which consists in reducing substantially gender disparities in

primary and secondary education by 2005 and at all levels of education by 2015.

However, there are still doubts about the achievement of the goal in secondary

education and other higher training. After primary school, rates of moving to

secondary education are low for girls, due to premature marriages and unplanned

pregnancies and heavy tasks at home, and cultural barriers which make parents prefer

to send boys to school rather than girls, particularly after primary school.

Legal Reforms: Improvements noted concerning gender equality being taken into

' account in national constitutions, constitutes an important step in efforts to reduce

poverty among women. All the constitutions of the countries in the sub-region

recognize equality of all citizens and some of them have provided for provisions

related to aender, such as Rwanda for instance.
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Other developments involve the establishment of mechanisms and policies related to

gender. Some legislations have ratified equality of rights to ownership and inheritance

of land and others, laws relative to succession and matrimonial regimes, giving the

same rights to both boys and girls as regards inheritance and property, divorce

conditions, and management of family assets.

Women and Decision-making Structures: Ability to take decisions is an important

factor of enhancing the well-being of a woman, and it is fortunate that significant

progress has been achieved in this area. Countries like Rwanda, Eritrea, Kenya and

Uganda have made enormous progress. Other corrective measures that will be

necessary include access to health services, particularly in the area of reproductive

health, elimination of violence against women, cessation of wars and conflicts,

enhancement of women's knowledge as regards technology, improved access to

capital resources namely land and credit, and development of markets for products

produced by women.

Employment in the formal sector The majority of women secure self-employment in

informal sectors, since very few of them are employed in the formal sector. Even in

countries that have achieved progress in this area (such as Kenya), women in the

formal sector do not exceed 29% of total employment. Cultures and customs are the

basis of this discrimination against women.
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VI. LOW CAPACITIES OF HUMAN RESOURCES TO REDUCE

POVERTY

6.1. Human Resource Situation

Population: Available data shows that the sub-region hosts 266 million people, of

which 50 % are economically active, i.e. between 15 and 59 years. All countries in the

sub-region are characterized by a high proportion of young people (less than 15

years), i.e. an average of 46.2% for the whole sub-region, which indicates a high rate

of dependency. Also, fertility rate is very high and varies between 4 and 7 children,

with the exception of Seychelles. Likewise, life expectancy at birth is low, compared to

developed or medium-income countries. As mentioned above, about 144 million

people in this sub-region, i.e. 54% live below the poverty line, which means they earn

less than 1 dollar per head per day. The Eastern Africa sub-region is the poorest

although it hosts a significant proportion of the African population (30% of continent

population).

Table 9: Population and Age Structure, 2003

Burundi

Comoros

DR Congo

Djibouti

Eritrea

Ethiopia

Kenya

Madagascar

Rwanda

Seychelles

Somalia

Uganda

Tanzania

TOTAL

Total

6825

768

52771

703

4141

70678

31987

17404

8387

81

9890

25827

36977

266.439

Below

15 years

48.0

42.9

46.8

43.2

45.8

45.9

43.4

44.7

45.4

26.0

47.8

49.9

45.8

46.2

Between

15-59

47.6

52.9

49.0

51.9

50.7

49.5

52.4

50.5

50.6

61.0

48.3

46.2

50.3

49.6

Over

60

4.4

4.1

4.2

4.9

3.5

4.6

4.2

4.8

4.0

13.0

3.9

3.9

3.9

4.2

Fertility rate

Children

/woman

6.8

4.9

6.7

5.7

5.4

6.1

4.0

5.7

5.7

2.0

7.3

7.1

5.9

5.8

Life

Expectancy

at Birth

40.9

60.8

41.8

45.1

52.7

45.5

44.6

53.6

49.3

71.0

47.9

46.2

43.3

Source: UN: World Population Prospects - The 2002 Revision.

Health: The health status of the sub-regional population has slightly improved over the

last decade, but for many countries, the health situation is still deplorable. Life

expectancy at birth is low, compared to that of developed countries. It is 65.4 years for

the entire world, 78.2 years in UK, 71 years in United States, but 40.9 years in Burundi

and 41.8 years in the Democratic Republic of Congo. This indicator reveals high

mortality among populations due to contagious diseases, malnutrition due to food

insecurity, the HIV/AIDS pandemic, malaria and other deadly diseases, which are all

linked to poverty. Strategies and action programmes have been defined for each

country and are aimed at increasing accessibility to infrastructures and health

services, training health staff, sensitisation to health care and control of endemic

diseases such as HIV/AIDS, malaria and tuberculosis. Available data indicates that

children's mortality rates are high. The millennium goal is to reduce by two-thirds by

2015 the rate of mortality children aged between 0 and 5 years. Though this rate has

decreased in many countries, it remains high or constant in others.
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Countries in conflicts or those that have just ended conflicts such as Burundi, Somalia

and DRC have not been able to allocate enough resources to achieve the goal.

Regarding maternal mortality, the millennium goal is to reduce by three quarters by

2015 the rate of maternal mortality. It seems that this rate has not significantly

decreased, and for a number of countries in the sub-region, the rate is above 1000

deaths for 100,000 live births, which is still high. Finally, the fight against the HIV/AIDS

pandemic, malaria and tuberculosis goes on in all countries through information

campaigns with the target of prevention (in the case of HIV/AIDS) and treatment (for

other diseases). Achievement of health objectives will depend on commitment of the

governments concerned and the international community.

Table 10: Infant Mortality in Eastern Africa, 1990-2001

Burundi

Comoros

R. D. Congo

Djibouti

Eritrea

Ethiopia

Kenya

Madagascar

Rwanda

Seychelles

Somalia

Uganda

Tanzania

Mortality Rate for

children below 5

years

1990

190

120

205

175

155

193

97

168

178

21

225

165

163

2001

190

79

205

143

111

172

122

136

183

17

225

124

165

Infant Mortality

Rate

1990

114

88

128

119

92

128

63

103

107

17

123

100

102

2001

114

59

129

100

72

116

78

84

96

13

133

79

104

% Vaccinated

Children

1990

74

87

38

85

18

38

78

47

83

86

30

52

80

2001

75

70

46

49

88

52

76

55

78

95

38

61

83

Education: Countries in the sub-region are committed to realize the millennium goal

which aims to achieve by 2015 universal primary education for all children of school

age, both boys and girls.This objective could be achieved by most countries, but the

crucial problem concerns the quality of teaching which is increasingly deteriorating due

to lack of qualified teachers in sufficient numbers.
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VII. THE WAY FORWARD

Performances recorded by countries in the Eastern Africa sub-region in the course of

the year under review show the challenges faced by the sub-region in the struggle for

sustainable economic growth and reduction of poverty, which increasingly affects more

people. Though they are positive and encouraging, these performances remain too

insufficient to realise the Millennium Development Goals.

In Eastern Africa the situation regarding human development is worrying. Many

countries are caught in the vicious circle of HIV/AIDS, aggravation of malaria and

tuberculosis. There is a fall in food crops production, deterioration of housing

conditions and the environment, in such a way that many countries in the sub-region

are still far from achieving most or all the objectives. Adverse climatic conditions also

contribute to the deterioration of the situation by increasing food insecurity, by

spreading vector diseases and by increasing the probability of natural disasters. Fall in

rainfall has caused much damage in this African sub-region where the population's

survival depends upon agriculture. Objectives related to reduction of infant and

maternal mortality have not been reached by any country, while gender parity in

primary and secondary education and in positions of responsibility for which the

retained date is 2005 is far from being achieved in spite of efforts made by some

countries. The reasons behind this poor performance are many; they include internal

and external ones. Some of the internal reasons include low levels of internal savings

(savings could favour essential investments in equipment and human capital), poor

financial and economic management, which contributes to wasting and squandering

meagre resources, as well as climatic conditions that are often adverse, and mortgage

the realisation of the goals of increasing food crop production as an essential tool to

fight hunger.

However, poor performances should not discourage leaders to expedite the realisation

of the millennium objectives. During the remaining years before 2015, it is still possible

to reduce by half the proportion of population living below poverty line, save millions of

people from hunger and malnutrition, improve populations' health and ensure gender

equality and environmental viability on the condition that vigorous measures are taken

in order to :

• Accelerate economic reforms for sustained growth that can save a good

part of the population from absolute poverty ;

• Establish mechanisms for good governance and economic and financial

management;

• Further the promotion of regional cooperation in areas of macro-

economic convergence, liberalization of trade, development of regional

economic infrastructures, food security and restoration of peace and

security;

• Increase international cooperation to mobilize aid for development.
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Expediting Economic reforms

During the 90's, a number of countries in the sub-region embarked on structural

reforms, with the support of the World Bank and IMF institutions. These reforms were

aimed at stabilizing financial aggregates that can foster economic growth. Towards the

second half of the 90's, structural adjustment standard programs gave place to

Poverty Reduction programmes, designed in the framework of the initiative for Highly

Indebted poor countries (HIPC) to ease indebted poor countries of the debt burden

that weighed on their meagre resources. Poverty reduction programmes enabled poor

countries to continue reforms, while devoting to the social sectors of health and

education adequate resources to allow the poor access to basic health services and

education for children. The first experience recorded by some countries which have at

least one year of implementation of Poverty Reduction Strategy papers (PRSP)

highlights the PRSP's limitations to spur sustainable economic growth.

While accelerating these reforms, particular emphasis should be put on structural

problems which hamper growth: namely the low level of domestic savings which limits

domestic investment particularly in productive sectors, poor participation of the private

sector, both national and foreign, poor participation in international trade due to poor

diversification and over-reliance on primary products, the external debt burden which

absorbs a major part of export earnings, and finally, poor management of public

resources.

Good Economic and Financial Governance

For economic growth and development to take place, it is necessary for governments

to accept following a rational economic policy and to carry out appropriate public

investments while assuring rigorous management of available resources. A well

thought-out economic policy supposes a rational balance of responsibilities between

the private and public sector, in such a way as to ensure sustained and extensive

progress. Though the private sector is considered as the driving force of production

growth, its contribution in economic life of countries in the sub-region is quite marginal.

Consistent measures should be adopted to encourage the private sector to play a

major role in economies. The public sector's role would be limited to establishing the

framework and a conducive environment for growth, by defining the macro-economic

policy and by providing some public goods such as equipment, public health and

education, and the support of scientific and technological activities.

Public investment assumes significant importance in a market economy which is

essentially private. To obtain good economic results, a country has to devote important

amounts to public expenditure in areas of critical importance such as public health,

education and equipment (electricity distribution network, roads, ports and airports),

environment management (national parks and natural reserves, water and sanitation),

information and communications, scientific research and establishment of an

institutional environment enabling the development of a strong and dynamic private

sector, capable of propelling economic growth and development.
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Enhancing Regional Cooperation and Integrating the Sub-region into the World

Trade System

Regional cooperation.is a fundamental element of economic development. In the first

place, it will be necessary to further harmonization and convergence of macro-

economic policies in order to create an environment for the development of national

and foreign trade and investment. In the Eastern African sub-region, COMESA and

East Africa Community have put forward the convergence of macro-economic policies.

However, this convergence has not been realised due to disparities with the national

economic policies in place.

In the second place, regional trade will have to be promoted. In Eastern Africa, trade

accounts for about 55% of regional GDP, which shows the importance of trade in

national production of countries in the sub-region. However, this rate remains the

lowest on the continent: in Central Africa, trade accounts for 76% of GDP, in Southern

Africa 75%, and in West Africa 72%. In addition, intra-regional trade among countries

in the sub-region accounts only for 5.2% of all exports to Africa and 3.4% of imports,

which is still low. Trade in goods increased by 6.3% between 2000 and 2003, a level

that exceeds the 4.5% world average for the same year15. However, the share of the
sub-region in African trade (6.9%) is stil! low. In spite of laudable efforts as regards

regional trade promotion, it is necessary to further economic reforms aimed at

increasing production diversification and reduction of reliance on a limited range of

products, as well as constant improvement of quality. Particular emphasis will have to

be put on expansion of manufactured goods and transformation of farm products.

More and more countries devote important budgets to these two aspects. Many

countries in the sub-region, in particular Kenya, Uganda, Madagascar, Comoros have

undertaken export promotion programmes through diversification and improvement of

quality. The low level of industrialization of sub-regional economies is an impediment

to their competitiveness. Countries in the sub-region should take advantage of the

many preferences that some developed countries give to their exports, namely

preferences of the European Union in the framework of the Cotonou Agreement and

the Initiative "Everything but Arms", the African Growth and Opportunity Act (AGOA),
and other bilateral preferences granted by Australia, Canada, New Zealand, Norway

and Switzerland. On the other hand, they ought to take an active part in ongoing

negotiations in the framework of World Trade Organization (WTO) and for the signing

of the Economic Partnership Agreements (EPA) with European Union.

A third axis is infrastructure improvement which constitutes a major challenge to

integration. Transport is still impeded by poor status networks that not are

interconnected at all transport levels - roads, railways and air transport. The

telecommunication sector is still under-developed in spite of efforts achieved over

recent years, and interconnection of regional networks has not yet been achieved.

Energy is inadequate and efforts to create a regional energy network have not been

fruitful. In brief, many efforts have to be made so as to develop regional economic

infrastructures that are conducive to trade development.

15 \\T~rr\ . D . \\: u t i.
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Enhancing International Cooperation

Development assistance constitutes an important factor for the economic and social

development of the East African sub-region and the achievement of millennium goals

as domestic savings are still low and even negative in some countries16. As shown in a
previous section, development assistance dropped during the 90's by 28% in absolute

terms and 47% in terms of aid per head.

This fall has had enormous repercussions on the sub-region development. Economic

growth remained relatively low (3% on average during the decade), the proportion of

people living below the poverty line has remained high (54% in 2003 as against 56% in

1990) in spite of the millennium objective of bringing this rate down to 28% by 2015.

Therefore, it will be necessary to enhance international cooperation in order that

development aid to countries in the sub-region might be increased, particularly in

favour of programs aimed at increasing food production and incomes, promoting

employment, ensuring universal access to health care and education, developing

transport, communication and energy infrastructures, enhancing human capacities and

gender equality.

In the light of the remarks above, the assistance development system should be

reconsidered in order to be integrated in a dynamics of realisation of millennium

development goals. To this end, development assistance should have the basic

orientations given below:

• Act in such a way that poverty reduction strategy programmes formulated

and implemented by countries in collaboration with Bretton Woods

Institutions may be based on the achievement of MDG. Currently, this is

not systematically the case.

• Establish long-term international partnerships. In many poor countries,

Poverty Reduction Strategy Papers have a period of three years at the

maximum, which means that development issues which take longer are

not integrated in the process;

• Enhance technical assistance for countries in order to formulate

adequate investment plans that can achieve the MDG. United Nations

Agencies such as UNDP, WHO, FAO, IFAD, EGA, UNICEF, etc could

support countries to design their development strategies more effectively.

• Ensure better aid coordination. In some countries, the process has

already begun ;

• Broaden debt alleviation process. A large number of highly indebted poor

countries (HIPC) still have debts vis-a-vis the most important official

creditors such as Bretton Woods Institutions, even after the debt

alleviation exercise. On the other hand, arbitrary indicators such as

debt/exports ratio limit the capacity of countries to incur more debts to

fund development and poverty reduction programmes.

*********************

16 See Graph 5 above


